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PREFACE

Accounting Trends & Techniques—1974, Twenty Eighth Edition, is a compilation of data obtained by a 
survey of 600 annual reports to stockholders undertaken for the purpose of analyzing the accounting 
information disclosed in such reports. The annual reports surveyed were those of selected industrial and 
merchandising companies for fiscal periods ending between February 28, 1973 and February 1, 1974.

Significant accounting trends, as revealed by a comparison of current survey findings with those of 
prior years, are highlighted in numerous comparative tabulations throughout this publication. These tables 
show trends in such diverse accounting matters as financial statement format and terminology and the 
accounting treatment of transactions and events reflected in the financial statements.

Accounting techniques are illustrated by excerpts from the annual reports of the survey companies and 
the annual reports of companies not included in the survey which presented items of particular interest or of 
an unusual nature. References (in the form of a listing of company identification numbers— see the follow
ing paragraph) to additional illustrations of an accounting technique may be requested from the American 
Institute of Certified Public Accountants.

Each of the 600 survey companies included in this edition has been assigned an identification number 
which is used for reference throughout the text in the discussion of pertinent information. 454 of the 
companies were listed in the twenty-first (1967) edition and each retained the number assigned in that 
edition. The other 146 companies in the 1967 edition have been eliminated, principally because of mergers 
and other acquisitions. Their numbers have not been reused; instead, numbers 601 through 770 have been 
assigned to their replacements. The 600 companies in the current edition are listed in the Company 
Appendix Section both alphabetically and by their identification number.

The Technical Research Division of the American Institute of Certified Public Accountants also 
produces Financial Report Surveys, a series of publications expanding on some of the data included in 
Accounting Trends & Techniques. These publications present illustrations of special aspects of financial 
statement presentation which are of current interest.

Special acknowledgment is due to J. Richard Chaplin, CPA; Gregory Frydman, CPA; William A. Godla, 
CPA; Phyllis C. Johnson, CPA; John G. Pate, Jr., CPA; Pamela S. Roberts, CPA; and Annette K. Young, 
CPA for their assistance in the analysis of the financial reports and preparation of the manuscript.

William Bruschi, Vice President, Research & Review 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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Section 1: General

TA B LE 1-1: IN D U S T R IA L  G RO UPS  
R E PR E SE N TE D

THIS SECTION OF THE SURVEY is concerned with 
general information about the 600 companies selected 
for the survey and with certain accounting information 
that cannot logically be included with discussion of one 
of the customary financial statements.

COMPANIES SELECTED FOR SURVEY

IN D U S T R IA L  G R O U PS R EPR E SE N TE D

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

V O LU M E  O F B U S IN E S S

Table 1-2 indicates the relative size of the survey 
companies as measured by dollar volume of revenue.

TA BLE 1-2: V O LU M E  OF B U S IN E S S
Dollar Amount of Revenue 1973 1972 1971 1970
Less than $100,000,000. . . . . . . . . . .  124 128 137 136
Between $100,000,000 and

$500,000,000 . . . . . . . . . . . . . . . . . . . . .  194 199 206 221
Between $500,000,000 and

$1,000,000,000 . . . . . . . . . . . . . . . . . . .  95 107 108 102
Between $1,000,000,000 and

$2,000,000,000 . . . . . . . . . . . . . . . . . . .  97 98 89 86
More than $2,000,000,000 . . . . . . . .  90 68 60 55

Total Companies......................  600 600 600 600

1973 1972 1971 1970
Foods;

Meat products. . . . . . . . . . . . . . . . . 11 13 12 10
Dairy products. . . . . . . . . . . . . . . . . 5 5 5 5
Canning, etc. . . . . . . . . . . . . . . . . . . . 9 4 7 6
Packaged and bulk. . . . . . . . . . . . 22 21 17 18
Baking. . . . . . . . . . . . . . . . . . . . . . . . . . 5 5 5 4
Sugar, confections, etc. . . . . . . . 7 7 7 8

Beverages. . . . . . . . . . . . . . . . . . . . . . . . . 7 9 8 8
Tobacco products. . . . . . . . . . . . . . . . 8 8 8 8
Textiles. . . . . . . . . . . . . . . . . . . . . . . . . . . . 29 29 29 28
Paper products. . . . . . . . . . . . . . . . . . . 16 16 16 18
Printing, publishing. . . . . . . . . . . . . . 7 6 6 5
Chemicals. . . . . . . . . . . . . . . . . . . . . . . . . 25 26 30 29
Drugs, cosmetics, etc.. . . . . . . . . . . 19 18 20 20
Petroleum.. . . . . . . . . . . . . . . . . . . . . . . . 25 25 26 24
Rubber products, etc. . . . . . . . . . . . . 10 12 11 12
Shoes, -  manufacturing, mer

chandising, etc. . . . . . . . . . . . . . . . . .  8 8 8 8
Building;

Cement. . . . . . . . . . . . . . . . . . . . . . . . . 5 7 7 7
Roofing, wallboard. . . . . . . . . . . . 12 11 9 9
Heating, plum bing. . . . . . . . . . . . . 7 7 6 6
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . 17 14 15 18

Steel and iro n . . . . . . . . . . . . . . . . . . . . 22 23 20 21
Metal -  nonferrous.. . . . . . . . . . . . 18 16 14 15
Metal fabricating. . . . . . . . . . . . . . . . .
Machinery, equipment and

12 15 13 14

supplies. . . . . . . . . . . . . . . . . . . . . . . . . 39 41 33 36
Electrical equipment, appliances 17 12 14 11
Electrical, electronic equipment. 37 33 38 39
Business equipment and supplies 14 11 12 12
Containers -  metal, glass, e tc .. 8 9 9 8
Autos and trucks (including parts,

accessories). . . . . . . . . . . . . . . . . . . . . 21 22 23 21
Aircraft and equipment, aero-

space . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 20 19 18
Railway equipment, shipbuilding,

etc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 10 8 8
Controls, instruments, medical 

equipment, watches and clocks,
etc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 13 11 7

Merchandising;
Department stores. . . . . . . . . . . . . 12 9 11 13
Mail order stores, variety stores 4 9 6 7
Grocery stores. . . . . . . . . . . . . . . . . 17 20 19 20
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 11 10 14

Motion pictures, broadcasting.... 6 5 6 5
Widely diversified, or not other

wise classified. . . . . . . . . . . . . . . . . .  73 70 82 80
Total Companies.................... 600 600 600 600

1



Section 1: General

TA BLE 1-3: W HERE STO C KS ARE TR A D E D
1973 1972 1971 1970

New York Stock E xcha ng e. . . . . . 468 472 475 478
American Stock E xchange... . . . 77 75 78 75
Over-the-Counter M a rke t. . . . . . . . 47- 46 38 38
Regional Stock Exchange o n ly .. 8 7 9 9

Total Companies.................... 600 600 600 600

A total of 373 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 reports sur
veyed, it is difficult to cite a trend in the number of com
panies 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.

During 1973, nine companies changed the date of 
their fiscal year ending. Explanations and disclosures 
made by such companies follow.

W H E R E STO C K S ARE TR A D E D

As shown in Table 1-3, the great majority of the com
panies included in the survey have securities traded on 
the major stock exchanges. All the companies selected 
are registered with the Securities and Exchange Com
mission and are reported in Moody’s Industrial Manual.

REPORTING PERIODS

ADAMS-MILLIS CORPORATION

Statem ent o f Consolidated F inancial Position
December 30 December 31

1973 1972

S tatem ent o f Consolidated Earnings and  Earnings  
R etained

Years Ended
December 30 December 31

1973 1972

N A TU R A L B U S IN E S S  YEAR

The natural business year is the period of 12 consec
utive 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 num
bers.

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

Statem ent o f Changes In Consolidated Financial Po
sition

Years Ended
December 30 December 31

1973 1972
Note A (in part): Summary o f Accounting Policies
Fiscal Year C hange- Beginning in 1973 the Compa

ny changed its year end from a calendar year to a 52-53 
week fiscal year. In future periods the year will end on 
the Sunday nearest December 31st. This change did not 
have a significant effect on the comparability of the fi
nancial statements.

TA BLE 1-4: M O N TH  OF F ISC A L YEAR EN D
1973 1972 1971 1970

Ja nua ry . . . . . . . . . . . . . . . . . . . . . . . . . 23 24 24 23
F ebrua ry . . . . . . . . . . . . . . . . . . . . . . . 16 12 13 12
M a rc h . . . . . . . . . . . . . . . . . . . . . . . . . . 20 18 18 18
A p r i l . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 5 6 6
M a y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 12 11 11
J u n e . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39 35 36 37
J u ly . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 12 14 17
A u g u s t. . . . . . . . . . . . . . . . . . . . . . . . . 17 18 19 18
S eptem ber. . . . . . . . . . . . . . . . . . . . . 39 38 33 34
O c to b e r. . . . . . . . . . . . . . . . . . . . . . . . 31 33 32 35
N ovem ber. . . . . . . . . . . . . . . . . . . . . . 13 13 13 12

Subtotal............................ 227 220 219 223
D ecem ber. . . . . . . . . . . . . . . . . . . . . . 373 380 381 377

Total Companies............... 600 600 600 600

ALLIED MILLS, INC.

Consolidated Balance Sheet
March 31 

1973
June 30 

1972

Consolidated S tatem ent o f Earnings and  R etained  
Earnings

Nine Months 
Ended 

March 31 
1973

Year 
Ended 

June 30 
1972

Consolidated Statem ent o f Changes In F inancial Po
sition

Nine Months 
Ended 

March 31 
1973

Year 
Ended 

June 30 
1972
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Fiscal Year 3  

Statement o f Accounting Policies
Basis of presentation and reporting p e rio d -  The 

consolidated financial statements include the accounts 
of the Company and its subsidiaries. During the period 
ended March 31, 1973, the Company changed its fiscal 
year from June 30 to March 31. Accordingly, the accom
panying consolidated financial statements for fiscal 
1973 cover the nine month period ended March 31 , 1973 
while those for fiscal 1972 cover a full year. Majority 
ownership of the Company’s stock is held by Continen
tal Grain Company (“ Continental” ). During fiscal 1973 
and 1972, transactions between the Company and Con
tinental occurred in the ordinary course of business on 
bases that approximated those which would have pre
vailed in transactions with independent parties.

Sales...............................................................  $5,947,069

Retained earnings, December 1 ,  1971......................  $1,244,970
Net loss- ($.04 per share).................................  (59,904)
Retained earnings, February 2 5 , 1972 ........................  $1,185,066

In order to facilitate the change in the Company’s 
year-end, the net loss for the transition period does not 
include amounts related to the Company’s equity in the 
respective net income of AEL Israel and Butler. These 
companies have not changed their fiscal years. See 
Note 3 as to fiscal periods of the affiliates included in 
the accompanying financial statements.

AMERICAN ELECTRONIC LABORATORIES, INC. 

Consolidated Balance Sheet

February 23 
1973 

(Note 2)

November 30 
1971

INTERCO INCORPORATED

Consolidated Balance Sheet
February 28 

1973
November 30 

1972

Consolidated S tatem ent o f Operations

Years Ended
February 23 November 30

1973 
(Note 2)

1971

Consolidated Statem ent o f Earnings

Three Months Ended Twelve Months Ended
February 28 February 29 February 28 February 29

1973 1972 1973 1972
(Unaudited)

Consolidated S tatem ent o f S hareholders ’ Equity

Years Ended
February 23 

1973
November 30 

1971

Consolidated S tatem ent o f Changes In F inancial Po
sition

Years Ended

February 23 
1973 

(Note 2)

November 30 
1971

Note 2: Change of Fiscal Year- By action of the 
Board of Directors on October 18, 1972, the Company 
changed its financial reporting period from a year end
ing November 30 to a 52 or 53 week period ending on 
the last Friday of February.

The results of operations for the transition period, De
cember 1, 1971 to February 25, 1972 (which are not in
dicative of results of a complete fiscal year), were as fol
lows:

Consolidated Statem ent o f Changes In F inancial Po
sition

Three Months Ended 
February 28 February 29 

1973 1972

Twelve Months Ended 
February 28 February 29

1973 1972
(Unaudited)

Consolidated Statem ent o f Stockholders’ Equity

Three Months Ended February 28, 1973

Notes to Consolidated Financial Statements
Note 1 (in part): Fiscal Year- On December 11, 1972, 

the Board of Directors approved the change in the com
pany’s fiscal year from November 30 to the last day in 
February. In this report, fiscal 1973 refers to the twelve 
months ended February 28, 1973, and fiscal 1972 refers 
to the twelve months ended February 29, 1972. Amounts 
shown for the twelve months ended February 29, 1972 
are unaudited.



Section 1: General

INTERLAKE, INC.

Consolidated Balance S heet
December 30 

1973
December 31 

1972

Statem ent o f Consolidated Incom e and R etained  
Earnings

Years Ended
December 30 December 31

1973 1972

Statem ent o f Changes in Consolidated Financial Po
sition

Years Ended
December 30 December 31

1973 1972

Notes to Consolidated Financial Statements
Note 9: Fiscal Year—  Effective January 1, 1973 the 

Company adopted a 52-53 week fiscal year.

THE UNITED STATES SHOE CORPORATION

Consolidated Balance Sheet
July 31 July 31

1973 1972

Consolidated Statem ents o f Earnings an d  Reta ined  
Earnings

Years Ended
July 31 July 31 

1973 1972

RETAINED EARNINGS
Balance as previously reported at O ctober

31, 1971 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 69,705,737
L e s s -  duplicated earnings and dividends 

included below due to  change in fiscal 
y e a r-e n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,135,524)

Balance at Beginning of Y e a r................... $ 74,230,259 $ 68,570,213
Add (Deduct):
Net earnings fo r the y e a r . . . . . . . . . . . . . . . . . . . . .  11,514,369 11,595,157
Dividends paid on com m on shares ($.93¼ 

in 1973 and $.88 in 1 9 7 2 ). . . . . . . . . . . . . . . . . .  (6,375,146) (5,935,111)
Balance at End of Y ea r.............................. $ 79,369,482 $ 74,230,259

Notes to Consolidated Financial Statements

Note 1 (in part): Statement o f Major Accounting Poli
c ie s - Principles o f Consolidation—  The consolidated 
financial statements include the accounts of all subsidi
aries: all significant intercompany transactions have 
been eliminated. For details concerning the change 
from an October 31 to a July 31 year-end see page 1.

Company Changes Fiscal Year (page 1 )- Our share
holders and the financial community at large have previ
ously been informed of our intention to change the end
ing date of the company’s fiscal year from October 31 to 
July 31. This change has now been made effective as 
planned.

The October 31 date goes back many years to a time 
when the company was engaged exclusively in the man
ufacture of shoes. The change to July 31 has been made 
desirable by the recent relative growth in the company’s 
sales mix of retailing, and particularly specialty apparel 
retailing.

Annual reports, until now, have incorporated retailing 
results with a three month time la g -  that is, they have 
combined retailing results for the 12-month period end
ing July 31 with manufacturing/wholesaling results for 
the 12-month period ending the following October 31.

With this change in fiscal year-end:
All divisions conform to a uniform year-end reporting 

date of July 31.
Interim statements will be issued as of October 31, 

January 31 and April 30 which correspond to previous 
quarterly periods.

The annual shareholders’ meeting will be held in No
vember rather than February- this year on November 
27.

The schedule for declaration and payment of divi
dends remains unaltered.

Thus, the information in our annual reports will be 
more timely, which will facilitate more precise assess
ment of the company’s year-to-year progress. We regard 
this change as another step forward in our continuing 
program of informed investor relationships.

The following annual report is, of course, our first 
since the change of our fiscal year-end to July 31. It 
therefore represents a transition from our reports over 
the past 11 years which were based on a fiscal year end
ing on October 31. The present report covers a full 12 
months ended July 31, 1973, including the three months 
ended October 31, 1972. Unless otherwise indicated, 
comparisons with the prior year are for the 12 months 
ended July 31, 1972.

Consolidated Statem ents o f Changes in Financial 
Position

Years Ended
July 31 July 31

1973 1972
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Fiscal Year

F. W. WOOLWORTH CO.

Consolidated Balance Sheet
January 31 

1974 
(Note 2)

December 31 
1972

Consolidated Statem ent o f Incom e
Fiscal Years Ended 

January 31 December 31
1974 1972

(Note 2)

Consolidated Statem ent o f R eta ined Earnings

Fiscal Years Ended 
January 31 December 31

1974 1972
(Note 2)

Consolidated S tatem ent o f Changes in  F inancial Po
sition

Fiscal Years Ended 
January 31 December 31

1974 1972
(Note 2)

TA B LE 1-5: W E E K D A Y  SELEC TED  AS LA ST DAY  
OF 52-53  W EE K  YEAR

Weekday 1973 1972 1971 1970
Saturday (*147,339,587). . . . . . . . . .  81 82 80 83
Sunday (*118,498,749). . . . . . . . . . .  27 24 22 22
Friday (*321,648,701). . . . . . . . . . . . .  3 3 3 2
Wednesday (*285,331). . . . . . . . . . .  2 2 2 2
Monday ( *2 0 ) . . . . . . . . . . . . . . . . . . . . .  1 1
Total Companies....................  114 112 107 109
Basis of Determination
Saturday or Sunday nearest end

of m o n th . . . . . . . . . . . . . . . . . . . . . . . .  67 66 55 61
Last Saturday or Sunday in

m o n th . . . . . . . . . . . . . . . . . . . . . . . . . . .  36 37 33 34
O ther or not d e te rm in a b le . . . . . .  11 9 19 14
Total Companies....................  114 112 107 109
*Refer to Company Appendix Section.

52-53 W EE K  FISC A L YEAR

Table 1-5 shows that those survey companies using 
a 52-53 week year usually select the Saturday or Sunday 
nearest the end of the month as the last day of their fis
cal year.

Several companies defined their fiscal year. Examples 
of such definitions follow.

Note 2: Change in Fiscal Year- In 1973 the Company 
changed its fiscal year from December 31 to January 31. 
The results of operations for the month of January 1973, 
which have been charged directly to retained earnings, 
and other changes in retained earnings for the month of 
January 1973 are summarized below:

S a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $194,214,000
Loss before taxes of consolidated c o m p a n ie s . . . . . . . .  $(24,993,000)
Provision (credit) fo r incom e taxes .. . . . . . . . . . . . . . . . . . . . . .  (10,756,000)
Loss of consolidated companies.................................  (14,237,000)
Equity in net incom e of F. W. W oolw orth  and Co.,

Lim ited, E n g la n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,118,000
Loss fo r the m onth of January 1973 ($4.49 per share) (13,119,000) 
Cash dividends declared in January 1973:
Preferred s to c k -  $.55 per s h a re . . . . . . . . . . . . . . . . . . . . . . . . . .  (957,000)
Com m on s to c k - $ . 30 per s h a r e . . . . . . . . . . . . . . . . . . . . . . . . . .  (8,588,000)

(9,545,000)
(22,664,000)

Retained earnings at December 31, 197 2 .. . . . . . . . . . . . .  810,282,000
Retained earnings at January 3 1 , 1973 ..................... $787,618,000

The major portion of the provision (credit) for income 
taxes shown above, which arises as a result of the oper
ating loss incurred for the month, is expected to be real
ized over the next ten years in equal annual amounts. 
The non-current portion of the unrecovered estimated 
future tax benefits is included in deferred charges in the 
accompanying consolidated balance sheet.

ACME MARKETS, INC. (MAR)

Notes to Financial Statements
Note 1 (in part): Definition of Fiscal Year- The com

pany’s fiscal year ends on the Saturday nearest to 
March 31. Fiscal year 1973 ended March 31 , 1973; fiscal 
year 1972 ended April 1, 1972. Both of these years com
prised 52 weeks.

ASSOCIATED DRY GOODS CORPORATION

Summary of Accounting Policies
Fiscal Year- The fiscal year used by Associated Dry 

Goods Corporation in accordance with its usual ac
counting and financial reporting procedures is based on 
a 4-5-4 calendar year (having 2 four week months and 
one five week month in each quarter) and ends in each 
year on the Saturday nearest to January 31 and begins 
on the next succeeding day.

BROWN GROUP, INC.

Notes to Consolidated Financial Statements
Note A (In Part): Accounting Period— The Corpora

tion’s fiscal year is a 52 to 53 week period ending the 
Saturday nearest to October 31.
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Section 1: General

S.S. KRESGE C O M PA N Y

Notes to Consolidated Financial Statements
Note A (in part): Summary of Significant Accounting 

Policies Fiscal Year- The com pany’s fiscal year ends 
on the last W ednesday in January. Fiscal year 1973  
ended on January 30, 1974 and com prised 52 weeks; 
fiscal year 1972 ended on January 31, 1973 and com 
prised 53 weeks.

SEARS IN D U STR IES INC. (DEC)
Notes to Financial Statements
Note 1 (in part): Definition of Fiscal Year- The C or

poration ’s fiscal year ends on the last business day of 
the last full w eek in Decem ber. The fiscal years ended  
D ecem ber 29, 1973 and D ecem ber 30, 1972 each com 
prised 52 weeks.

J.C. PENNEY C O M PAN Y, INC. (JAN)
Summary of Accounting Policies
Definition of Fiscal Year- The C om pany’s fiscal year 

ends on the last Saturday in January. Fiscal year 1973 
ended January 26, 1974; fiscal year 1972 ended January  
27, 1973. Each year com prised 52 weeks.

The accounts of several subsidiaries, including the in 
surance com panies, are on the calendar year basis.

FINANCIAL STATEMENTS

C O M P A R A TIV E  S T A TE M E N TS

C hapter 2, Section A of ARB No. 43 states in part:

The presentation of com parative financial state
m ents 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 em 
phasizes the fact that statem ents for a series of 
periods are far m ore significant than those for a 
single period and that the accounts for one period  
are but an installm ent of w hat is essentially a con
tinuous history.
Table 1-6 shows that practically all the survey com 

panies now present com parative am ounts for each fi
nancial statem ent included in their annual report. In 
1963 51 com panies did not present com parative figures  
and an additional 72 com panies presented com parative  
figures for som e but not all of the financial statem ents  
included in the ir annual report. During 1971 and 1970  
there w ere noticeable increases in the num ber of survey 
com pany reports presenting all financial statem ents on 
a com parative basis. Such increases coincided w ith an 
SEC requirem ent that form  lO K ’s covering fiscal periods  
ending after D ecem ber 30, 1970 include com parative fi
nancial statem ents.

R O U N D IN G  O F A M O U N T S

SAFEW AY STORES, IN CO RPO RA TED  (DEC)
Financial Review
Summary of Accounting Policies (in part): Fiscal 

Year- The fiscal year for the C om pany’s U.S. and C ana
dian operations ends on the Saturday nearest to De
cem ber 31. Norm ally, each fiscal year consists of 52 
w eeks but every 5 or 6 years the fiscal year consists of 
53 w eeks in order to m aintain the year-end on the S a t
urday nearest to D ecem ber 31. Fiscal years of overseas  
subsidiaries fo llow  a sim ilar pattern but generally end  
on the Saturday nearest Septem ber 30.

Table 1-7 shows a continuing increase in the num ber 
of survey com panies presenting statem ent am ounts in 
thousands of d o lla rs -e ith e r  by show ing three zeros or 
by om itting the three zeros and stating am ounts under a 
caption indicating “thousands of dollars.”

TA B LE 1-6: C O M P A R A TIV E  S T A TE M E N TS
1973 1972 1971 1970

All statements com para tive . . . . . .
Statement of Changes in Finan

cial Position not co m pa ra tive ..

593 593 589

2

543

33
Statements showing stockholder

equity accounts not comparative 6 7 9 24
All statements not com para tive .. 1 - - - - - -
Total Companies.................... 600 600 600 600

TA BLE 1-7: R O U N D IN G  OF A M O U N T S
1973 1972 1971 1970

To nearest d o lla r . . . . .  294 310   333 352
To nearest thousand dollars:

Presenting 000 (*13,177,311)... 158 155 159 159
Omitting 000 (*420,447,456) .... 137 125 100 83

To nearest million dollars
(*127,247,312). . . . . . . .  11 10 8 5

Showing c e n ts . . . . . . . .  -  -  -  -  -  -  1

Total Companies...... 600 600 600 600
*Refer to Com pany A ppendix Section.
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Notes

N O TE S TO  F IN A N C IA L  S TA TE M E N TS
SEC Regulation S-X and Sections 430 and 545 of 

Statement on Auditing Standards No. 1 state the need 
for adequate disclosure in financial statements. Normal
ly the financial statements alone cannot present all in
formation necessary for adequate disclosure but must 
make reference to appended notes which disclose infor
mation of the sort listed below:
Changes in accounting principles.
Any material retroactive adjustments.
Significant purchase commitments 
Long-term lease agreements 
Assets subject to lien
Preferred stock data-any callable, convertible, or pref
erence features.
Pension and retirement plans
Restrictions on the availability of retained earnings for 
cash dividend purposes.
Contingent liabilities 
Depreciation and depletion policies 
Stock option or stock purchase plans 
Consolidation policies 
Business combinations 
Computation of earnings per share 
Subsequent events 
Descriptions of long-term debt

The SEC interprets its requirement for presenting 
comparative statements to mean that notes for both 
years must also be presented.

Table 1-8 summarizes the manner in which financial 
statements refer to notes and the nature of prior year’s 
information disclosed. Notes on specific topics are illus
trated in this book in the sections dealing with such top
ics. Examples of general references to notes and of 
notes concerning prior year’s events and transactions 
follow.

TA B LE 1-8: NO TES TO  F IN A N C IA L  S TA TE M E N TS
Manner of Referral 1973 1972 1971 1970
General and Direct re fe ren ces... 337 346 372 378
General reference o n ly . . . . . . . . . .  224 207 184 164
Direct reference o n ly . . . . . . . . . . . . .  36 42 39 52
No reference to n o te s . . . . . . . . . . . .  3 5 5 6
No notes p resented. . . . . . . . . . . . . . .

Total Companies....................  600 600 600 600
Referral to Financial Review 

Section
Note information only in financial

review s e c tio n . . . . . . . . . . . . . . . . . . .  29 35 34
Note information in financial re

view and designated note sec
tions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 8 28

Total Companies....................  33 43 62
Prior Year Information
Extraordinary charge or c re d it ... 104 94 74
Business C o m b ina tio n . . . . . . . . . . .  98 76 61
Accounting C hange. . . . . . . . . . . . . . .  24 25 12
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34 21 22

*Refer to Company Appendix Section.

DEERE & COMPANY

The summary of significant accounting policies on 
page 27 and the financial review on pages 19 through 22 
are an integral part of this statement.

G en era l R e fe ren ces  To  N o tes

ALUMINUM COMPANY OF AMERICA

The appended summary of significant accounting 
policies and notes to financial statements are an inte
gral part of this statement.

CONAGRA, INC.

The above financial statements should be read in 
conjunction with pages 12 through 15 of this report.

CORNING GLASS WORKS
See Statement of Accounting Policies on page 19 and 

related Notes to Consolidated Financial Statements on 
page 21.

GENERAL ELECTRIC COMPANY

The 1973 Financial Summary beginning on page 30 
and ending on page 41 is an integral part of this state
ment.

NEW ENGLAND NUCLEAR CORPORATION

See accompanying Summary of Accounting Policies 
and Notes to Financial Statements.

PALL CORPORATION

The comments contained in the accompanying Notes 
to Consolidated Financial Statements are an integral 
part of these statements and should be read in conjunc
tion herewith.
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Section 1: General

Prior Y e a r ’s In fo rm ation

ALBERTSON’S INC. (JAN)
Notes to Consolidated Financial Statements
Change o f Fiscal Y ear- The Company changed its 

fiscal year in 1972 to end on the Saturday nearest to 
January 31 rather than the Saturday nearest to March 
31. Because of this change in 1972, certain prior year’s 
comparisons refer to the 44 weeks ended February 3,
1973. The results for the 44 weeks ended February 3, 
1973, were as follows:

Sales and other rev en u e ......................................................  $589,300,936
Cost of s a le s .............................................................................  463,099,444
Operating and administrative expen ses.........................  113,721,272
Earnings before taxes on incom e............................................  12,480,220
Federal and state taxes on incom e.................................  6,012,793
Net Earnings..............................................................................  $ 6,467,427

BURROUGHS CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 11: Litigation -  In 1972, the Company settled liti

gation with Trans World Airlines, Inc. which arose out of 
a contract for the sale of an electronic data processing 
system and related equipment. Earnings for 1972 were 
reduced by $4,813,000 net of taxes ($.26 per share) as a 
result of this settlement.

CYCLOPS CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 1: Changes in business e n tity -  On January 12, 

1972, Elwin G. Smith & Company, Inc., a fabricator and 
erector of metal building products was merged into Cy
clops. In connection with this transaction, which was 
accounted for as a purchase, 424,754 shares of a new 
series of Preferred stock, designated $1.15 Convertible 
Preferred stock, Series B, were issued to shareholders 
of Smith. In addition, Smith shareholders who dissented 
to the merger (approximately 11%) received cash pay
ment for the fair value of their stock. The total value of 
the transaction is approximately $9,800,000.

On April 3, 1972, the Company acquired an 80% inter
est in Busy Beaver Building Centers, Inc., an operator of 
retail building supply centers and provider of home re
modeling services, and an additional 5% interest was 
purchased on September 1, 1972, resulting in a total 
cash investment of $3,929,000. The acquisition has been 
accounted for as a purchase.

The results of operations of Smith and Busy Beaver 
have been included from the date of acquisition. On a 
proforma basis, assuming the acquisitions had occurred 
on January 1, 1972, Cyclops net sales, net income and 
earnings per common and common share equivalents 
are $418,300,000, $7,650,000, and $3.20, respectively, 
for the year 1972.

THE FEDERAL COMPANY (MAY)
Notes to Financial Statements

Note 1 (in part): Business Combinations—  Two com
panies in the flour and bakery supplies product line 
were acquired in January and April 1972, for a combined 
cash purchase price of approximately $7,500,000. Oper
ating results of these companies have been included in 
the consolidated statements of income from the respec
tive dates of acquisition.

The excess of cost over the recorded net worth of the 
companies acquired is shown as goodwill in the consol
idated balance sheets and is being amortized on a 
straight-line basis over periods not exceeding 40 years. 
Amortization charged to income in fiscal 1973 and 1972 
amounted to $70,000 and $12,355 respectively.

Had these acquisitions been made at the beginning 
of fiscal 1972, consolidated results of operations for that 
year on a pro forma basis would have been:
Total revenues...........................................................................  $285,700,000
Net in c o m e ................................................................................  6,270,000
Earnings per s h a re .................................................................  $2.98

PUROLATOR, INC. (DEC)

Notes to Consolidated Financial Statements
Note 1: Business Combinations—  Business combina

tions effected during 1973 were not significant. During 
1972, the Company issued 170,364 shares of its previ
ously unissued common stock in exchange for all the 
stock of four companies. Such transactions have been 
accounted for as poolings of interest.

The following is a reconciliation of total revenues and 
net earnings before and after the pooling transactions in 
1972:

Total Net
revenues earnings

Excluding companies pooled during 1972 $208,189,450 11,416,701
1972 poolings:
Before date of co m bina tion ........................... 3,533,806 64,535
After date of co m bina tion ..............................  7,987,660 37,902

Total.................................................  $219,710,916 11,519,138

GENERAL RESOURCES CORPORATION (OCT)
Notes to Consolidated Financial Statements
Note J (in part): Capital S to c k - On July 20, 1972, the 

stockholders approved the merger of the Company into 
a wholly-owned subsidiary. The effect of the merger was 
to change the state of incorporation to Delaware, and 
increase the authorized capital structure to the fol
lowing:

Common stock, $.50 par value, 10,000 shares
Preferred stock, $.05 par value, issuable in series,
1,000,000 shares.

Upon the conversion of certain notes payable, the 
Company issued 80,000 shares of its $.05 par value, $5 
stated value, Series A, 7% cumulative convertible pre
ferred stock. In January, 1973, the Company issued
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Notes

100,000 shares of its Series B, 7% cum ulative converti
ble preferred stock (stated value $ 1 .625 per share) to the  
C om pany president for cash.

Pursuant to authorization by the Board of Directors  
on M arch 25, 1972 and approval by the stockholders, 
the Com pany has issued to the president and one o ffi
cer options to purchase 80,000 shares of com m on stock  
at $1.53 per share. The options are exercisable through  
February 1, 1977.

On June 26, 1972, the shareholders approved a Res
tricted Stock Option Plan adopted on M arch 25, 1972 by 
the Board of D irectors authorizing the granting, to o ffi
cers and em ployees of the Com pany, of options to pur
chase 150,000 shares of com m on stock at not less than  
110%  of the fa ir m arket value of such stock at the date  
the option is granted. The options becom e exercisable  
six months from  date of grant and expire not more than  
ten years from the date of grant.

THE HOO VER C O M P A N Y (DEC)
N otes  to  C o n s o lid a te d  F in a n c ia l S ta te m e n ts
N o te  G : in c re a se  in  A u th o r iz e d  S h a r e s -  On April 26, 

1972, the stockholders approved an A m endm ent to the  
C om pany’s C ertificate  of Incorporation w hich increased  
th e  a u t h o r iz e d  C o m m o n  S t o c k  f r o m  7 ,5 0 0 ,0 0 0  to
15,000,000 shares having a par value of $2.50 per share. 
Further, approval was given to effect a distribution of 
additional shares on the basis of one additional author
ized and unissued share of Com m on Stock for each  
share of Com m on Stock then issued and outstanding  
and also to release an additional 200,000 shares from  
pre-em ptive rights so as to perm it adjustm ent of out
standing stock options and to provide for future stock  
options so as to reflect the increase in the num ber of 
authorized shares.

LO UISVILLE C E M E N T C O M PA N Y (DEC)
N otes  to  C o n s o lid a te d  F in a n c ia l S ta te m e n ts
N o te  C : S to c k  D iv id e n d -  On N ovem ber 1, 1972 the  

C om pany distributed a 4%  stock dividend on outstand
ing com m on stock; accord ing ly ,$316,985, representing  
63,397 shares of com m on stock at $5 par value, was 
credited to the capital stock account, $1,382,847, repre
senting the excess of the m arket value of such shares 
over the par value thereof, was credited to additional 
paid-in capital and $1,707,824 was charged to retained  
earnings.

M O NSANTO  C O M P A N Y (DEC)
N otes  to  F in a n c ia l S ta te m e n ts  

(D o lla rs  in  m illio n s , e x c e p t p e r  sh a re ) 
D e p re c ia tio n , O b so le sce n ce  a n d  D e p le tio n

Charges against income were:
Depreciation and a m o rtiz a tio n ...
O bso lescence . . . . . . . . . . . . . . . . . . . . . . . .
D e p le tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1973
$153.1

13.5
3.7

$170.3

1972
$168.4

21.7
3.8

$193.9

To conform  w ith prevailing industry practice, effective  
January 1, 1972, the Com pany changed from the sum of 
the years digits m ethod to the straight line m ethod of 
com puting depreciation for financial statem ent pur
poses on most dom estic assets placed in service on or 
after that date. The change resulted in reduced deprec
iation charges of $12.7  and $5.0 and increases in net in
com e of $6.6 and $2.6, or 20 and 8 cents per share for 
1973 and 1972, respectively.

The com pany continued the use of the sum of the  
years digits m ethod of com puting depreciation on most 
dom estic assets placed in service prior to 1972. The ex 
cess of depreciation provided by this m ethod over 
straight line depreciation on such assets was $6.3 in 
1973 and $13.0 in 1972.

STANDARD PRESSED STEEL CO. (DEC)
S u m m a ry  o f  S ig n if ic a n t  A c c o u n tin g  P o lic ie s
In v e s tm e n t in  A f f i l ia t e s -  In accordance with Opinion  

No. 18 of the A ccounting Principles Board, as of Janu
ary 1, 1972 the com pany changed its m ethod of ac 
counting for investm ents in affiliates, ow ned m ore than  
20%  but not in excess of 50% , from  the cost to the equ i
ty m ethod. U nder the equity method of accounting, in
vestm ents are recorded at cost increased by the com p a
ny’s share of unrem itted earnings since date of acquisi
tion. Prior to 1972, investm ents in affiliates w hich were  
50% -ow ned w ere carried on the equity m ethod, but in
vestm ents less than 50% -ow ned w ere carried at cost. 
The effect of the change was to increase earnings be
fore extraord inary item for 1972 by $190,000 (4c. per 
share).

UNITED M ER CH AN TS AND M AN U FAC TUR ER S, INC.
(JUN)

N otes  to  C o n s o lid a te d  F in a n c ia l S ta te m e n ts
N o te  A (in  p a r t) : In te rn a tio n a l O p e ra t io n s -D u r in g  the  

year ended June 30, 1972, subsidiaries operating in Ar
gentina and Brazil changed the m ethod of translating  
the ir financial statem ents to United States dollars with  
respect to m erchandise and spare parts inventories  
from the use of approxim ate free m arket rates of ex 
change at the close of the year to the use of historical 
rates in effect at the date of purchase of m anufacturer. 
This m ethod of translation was adopted so as not to dis
tort the dollar equivalent of cost of sales w hich the  
C om pany believes would have occured as a result of 
substantial devaluations experienced in such countries. 
This change had the e ffec t of increasing net incom e (by 
reducing cost of sales) for the year ended June 30, 1972 
by approxim ately $2,763,000 ($.45 per share). In add i
tion, such subsidiaries changed th e ir m ethods of ac
counting for spare parts from a w rite -o ff over an esti
m ated period (one or two years) w ithout regard to actual 
consum ption to a m ethod of expensing such items as 
used, in order to m ore accurately assign the cost of 
these item s to the period benefitted. This change had 
the effect of increasing net incom e for the year ended  
June 30, 1972 by approxim ately $400,000 ($.07 per 
share).
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10 Section 1: General

F IN A N C IA L  P R E S E N TA TIO N S  N O T C O VE R ED  BY  
A U D IT O R S ’ REPO RT

Most of the annual reports in this survey contain a 
highlights presentation and a historical summary. These 
presentations of financial data are seldom covered by 
the auditors’ report. The highlights are usually pres
ented 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 immediately preceding or immediately 
following the financial statements covered by the audi
tors’ opinion and always 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 
presented in Table 1-9.

Ten reports contained an historical summary, show
ing data as disclosed in previously published annual re
ports, supplemented by certain data restated to reflect 
the operations of acquisitions accounted for as poolings 
of interests. For examples of such presentations see 
companies 158, 214, 249, 406, and 531.

E xam ples O f T itles  Used For H istorical 
Sum m aries

ASG INDUSTRIES, INC.

Comparative Financial Statistics

ABBOTT LABORATORIES
Ten Year Summary of Selected Financial Data

AMERICAN AIR FILTER COMPANY, INC.

Ten Years at a Glance

BROCKWAY GLASS COMPANY, INC.
Five Years Pattern of Progress

CARNATION COMPANY

Record of Growth Since 1969

HON INDUSTRIES INC.
Progress R e p o rt-10 Years in Review

LEAR SIEGLER, INC.
10-Year Comparative Highlights

J. RAY MCDERMOTT & CO., INC.
Ten Year Summary of Operations

MALONE & HYDE, INC.
Ten Year Record of Growth

N O TTA BLE 1-9; F IN A N C IA L  P R E S E N TA TIO N S  
CO VER ED  BY A U D IT O R S ’ REPO RT

Frequently Used Significant 
Words In Title of Historical Sum
mary 1973 1972 1971 1970

Summary. . . . . . . . . . . . . . . . . . . . . . . . . .  286 278 267 260
Financial. . . . . . . . . . . . . . . . . . . . . . . . . .  241 247 239 226
Review (or record). . . . . . . . . . . . . . .  121 123 120 115
Comparative (or comparison)..  65 71 66 79
Statistics (or statistical). . . . . . . . .  59 60 56 58
Operations. . . . . . . . . . . . . . . . . . . . . . . .  42 41 45 45
Highlights. . . . . . . . . . . . . . . . . . . . . . . . .  43 42 42 39
D ata . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27 31 N/C N/C
History (or historical). . . . . . . . . . . .  23 20 24 21
Period Covered by Summary
More than 10 years. . . . . . . . . . . . . .  28 24 25 24
10 years. . . . . . . . . . . . . . . . . . . . . . . . . . .  314 318 314 326
5 years or more but less than 10 205 197 196 173
No historical summary presented 53 61 65 77
Total Companies.. . . . . . . . . . . . . . .  600 600 600 600
Information Furnished
Balance sheet and operating data 492 487 495 487
Operating data o n ly . . . . . . . . . . . . .  55 52 40 36
No historical summary presented 53 61 65 77
Total Companies. . . . . . . . . . . . . . . . .  600 600 600 600
Highlights of Operations- Title 

Used*
Financial Highlights .

(*110,224,547). . . . . . . . . . . . . . . . . . .  294 259 251 232
Highlights (*79,367,519). . . . . . . . .  90 93 95 101
Other titles using term “ High

lights” (*31,74,175,385,607).. . .  69 75 77 87
The year in brief, results in brief, 

in brief, etc. (*44, 101, 328,375,
522). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  42 43 48 46

Other(*118,263,316,481).....  50 67 62 62
No presentation of highlights. . .  55 63 67 72
Total Companies. . . . . . . . . . . . . . . . .  600 600 600 600
N / C -  N o t  c o m p i le d .
* R e fe r  t o  C o m p a n y  A p p e n d ix  S e c t io n .

E xam ples O f T itles  U sed For F inanc ia l H ighlights

ASHLAND OIL, INC.

Two Years in Brief

BEECH AIRCRAFT CORPORATION 

Fiscal Year Highlights

GENERAL FOODS CORPORATION 
Fiscal 1973 at a Glance 

J. RAY MCDERMOTT & CO., INC. 
The Results at a Glance

RALSTON PURINA COMPANY 

Ten Year Financial History

TRANS UNION CORPORATION 
82nd Year Highlights
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ACCOUNTING POLICIES

D ISC LO SU R E O F A C C O U N T IN G  P O LIC IE S

In APB Opinion No. 22 the Accounting Principles 
Board “ concludes that information about the account
ing policies adopted by a reporting entity is essential for 
financial statement users. . . (and) should be included 
as an integral part of the financial statements.’ ’ Guidel
ines as to the content and format of disclosures of ac
counting policies are also set forth in Opinion No. 22.

The number of survey companies presenting a desig
nated section discussing accounting policies has in
creased from 26 in 1970 to 107 in 1971. 503 in 1972, and 
590 in 1973. Of the 590 companies, 396 used the title 
Summary of Significant Accounting Policies or one sim
ilar to it and 502 presented such a summary either as a 
separate section immediately preceeding the notes to fi
nancial statements (70) or as the initial note (432). Table 
1-10 shows the nature of information frequently dis
closed in summaries of accounting policies.

TABLE 1-10: D ISC LO SU R E OF A C C O U N T IN G  
PO LIC IES

Number
of

Companies
Policy 1973 1972
Depreciation M e th o d s . . . . . . . . . . . . . . . . . . . . . . . . . . 585 482
Consolidation B a s is . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 578 486
Interperiod Tax A llo c a t io n . . . . . . . . . . . . . . . . . . . . 568 458
Inventory P r ic in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 556 • 426
Research and Developm ent C o s t . . . . . . . . . . . 458 304
P ro p e rty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 452 314
Translation of Foreign C u rre n c ie s ... . . . . . . 408 323
Employee B e n e fits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 402 281
A m ortization of In ta n g ib le s . . . . . . . . . . . . . . . . . . . 288 259
Earnings Per Share C a lc u la tio n .. . . . . . . . . . . 276 182
Revenue R e c o g n it io n . . . . . . . . . . . . . . . . . . . . . . . . . . 138 121
Number of Companies
Presenting a Summary of S ign ifican t Ac-

counting P o lic ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 590 503
Not Presenting Such a S u m m a ry . . . . . . . . . . . 10 97

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

ALPHA PORTLAND INDUSTRIES, INC. (DEC)
Summary of Significant Accounting Policies
Basis o f Consolidation -  The accompanying consoli

dated financial statements include the accounts of the 
Company and its wholly-owned subsidiaries, Slattery 
Associates, Inc. (Slattery) and H. Sand & Co. Inc. (Sand), 
and its  80.5%-owned subsidiaries, Grow Tunneling 
Corp. (Grow) and, commencing in 1973, Underpinning & 
Foundation Associates, Inc. (Underpinning). Certain 
1972 amounts have been reclassified to conform with 
the 1973 presentation.

Construction Accounts—  Earnings on long-term con
struction contracts are recorded on each contract in the 
ratio that costs incurred bear to total estimated costs, 
except that provision is made for losses in the period in 
which they are first determinable.

Revenues and costs and expenses relating to con
struction contracts include the companies’ proportion
ate share of such items applicable to joint ventures. The 
investment in joint ventures is stated at cost plus the eq
uity in unremitted earnings of the various joint ventures.

In accordance with industry practice, the Company 
includes in current assets and liabilities amounts reali
zable and payable under long-term construction con
tracts. Consistent with this practice, equity in joint ven
tures has been classified as current.

Excess Cost of Net Assets A cquired- The excess re
sulting from the 1971 acquisition of Sand is being amor
tized, using the straight-line method, over a period of 
forty years. The excess ($7,087,000) with respect to the 
1968 acquisition of Slattery is not being amortized.

Property- Land, plant, and equipment are stated at 
cost. Major renewals and improvements are charged to 
the property accounts, while replacements, mainte
nance, and repairs which do not improve or extend the 
life of the respective assets are expensed currently.

At the time properties are retired or otherwise dis
posed of, the property and related accumulated deprec
iation accounts are relieved of the applicable amounts. 
Gain or loss from abnormal retirements or sales is cred
ited or charged to income, and gain or loss from normal 
retirements and sales is credited or charged to accumu
lated depreciation.

Depreciation- Depreciation is computed principally 
by use of the straight-line method based on the estimat
ed useful lives of the cement plants and equipment 
(principally 20 years) and construction equipment (prin
cipally 8 years).

Employee Benefits- The companies have pension 
plans covering substantially all of their employees. Gen
erally, costs are accrued based on actuarial estimates, 
with prior service costs being amortized over periods of 
ten through twenty-five years (thirty years in 1972), ex
cept that as to construction employees costs are ac
crued according to contributions specified in union 
contracts.

Income Taxes- The Company computes and records 
taxes currently payable based upon determination of 
taxable income which is different from pre-tax financial 
statement income. Such differences arise from the re
porting of financial statement amounts in different per
iods for tax purposes. The tax effect on such “ timing” 
differences is provided for as deferred taxes.

Investment credits recognized, including those uti
lized in computing deferred income taxes for timing dif
ferences, are reflected as a reduction of income tax ex
pense over the productive life of the related acquired 
property.
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AMERICAN AIR FILTER COMPANY, INC. (OCT)
Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies- The 

accounting policies described below have been fol
lowed on a basis consistent with the preceding year.

Principles of Consolidation- Consolidated financial 
statements include the accounts of all the wholly and 
majority-owned subsidiaries after elimination of all sig
nificant inter-company accounts and transactions.

Accounts of subsidiaries outside of the United States 
have been translated into U.S. dollar equivalents at 
year-end exchange rates for assets and liabilities, other 
than property, plant and equipment and related deprec
iation. Property, plant and equipment and shareholders’ 
equity have been translated generally at historical rates. 
As a result of the U.S. dollar devaluations, the amount of 
liability for some term loans denominated in foreign 
currencies has contingently increased. The unrealized 
portion of this increase has been deferred and is being 
amortized over the life of the loans. The net unrealized 
translation gain has been netted against the deferred 
contingent liability attributable to the term loans in the 
balance sheet.

Investm en ts  in com m on s to ck  of less than 50%- 
owned associated companies, all outside of the United 
States, are recorded at cost, adjusted for the Company’s 
share of undistributed earnings or losses since acquisi
tion and amortization of the difference between the cost 
of the investments made after October 31, 1970, and the 
amount of underlying net assets. Amortization is com
puted on the straight-line method over a period of 40 
years.

Operations of companies organized or acquired dur
ing the year are included in the financial statements 
since dates of organization or acquisition.

Inventories- Inventories are valued at cost or market, 
whichever is lower, with cost determined by methods 
approximating first-in, first-out. Revenue and expenses 
on long-term contracts are generally recorded by the 
percentage-of-completion method of accounting.

Property, Plant, Equipment and Depreciation- The 
cost of property, plant and equipment is depreciated on 
the straight-line method over the estimated useful lives 
of assets. For income tax purposes, certain assets are 
depreciated using accelerated methods. When property, 
plant, or equipment is sold or otherwise disposed of, the 
cost and related accumulated depreciation are removed 
from the respective accounts and the resulting gain or 
loss is reflected in earnings. Expenditures for mainte
nance, repairs, renewals and improvements which do 
not materially extend the useful lives of the assets are 
charged to earnings.

Intangibles Resulting from Purchase of Going Busi
nesses- Intangible assets subject to amortization in
clude costs of certain purchased patents and drawings 
which are being amortized on the straight-line method 
over their estimated useful lives.

The remaining intangibles attributable to businesses 
purchased prior to November 1, 1970, are considered to 
have a continuing value over an indefinite period and 
are not amortized.

Income Taxes— Provisions for deferred income taxes 
in the accompanying financial statements reflect the re
sults of timing differences in computing income for fi
nancial reporting and income tax purposes.

Investment credits are treated as a direct reduction 
of income taxes in the year the credits arise.

Recognition of Income and Expense- Research and 
development expenditures related to present and future 
products are expensed in the year incurred. Start-up 
costs related to new companies and major facilities are 
generally deferred and amortized over the early years of 
their operation. Gains on forward currency contracts are 
recognized at the time the contracts are closed.

Earnings Per Share- Primary earnings per share are 
based on the weighted average number of shares of 
common stock and common stock equivalents (stock 
options) outstanding during the year. Fully-diluted earn
ings per share assumes conversion of convertible sub
ordinated debentures at the beginning of the period. For 
the computation of fully-diluted earnings per share, 
earnings are adjusted for the interest and nondiscre
tionary adjustments, net of the tax effect thereon.

Pension, Profit Sharing and Deferred Compensation 
Plans- The Company and certain of its subsidiaries 
have several pension plans covering substantially all 
employees. Also, the Company has a deferred profit 
sharing plan for all salaried United States employees 
and has executed deferred compensation agreements 
with certain executives. The Company’s policy is to fund 
pension and profit sharing costs accrued, which costs, 
as to certain of the pension plans, include provisions for 
funding of prior service costs over a 40-year period.

AMPEX CORPORATION (APR)
Summary of Accounting Policies
Accounting policies of the Company and its subsidi

aries are summarized below:
Principles o f Consolidation- The Consolidated Fi

nancial Statements include the accounts of Ampex Cor
poration and all of its subsidiaries. Intercompany bal
ances and transactions have been eliminated. Foreign 
operations are included in the financial statements 
based upon fiscal years ended March 31.

Translation of Foreign Currencies- Current assets 
and liabilities are translated into United States dollars at 
fiscal year end rates of exchange. Property, plant and 
equipment and rental equipment and related accumu
lated depreciation are translated at rates existing at ac
quisition dates. Operating accounts, except for deprec
iation, are translated at average rates of exchange dur
ing the year. Gains and losses resulting from transla
tio n s  and exchange  re a lig n m e n ts  are credited or 
charged to income.

Computation of Earnings Per Common Share— Net 
earnings per common share are based upon the weight
ed average number of common shares outstanding dur
ing the year. Shares issuable upon conversion of the 
5½% Convertible Subordinated Debentures and exer
cise of stock options are not dilutive.



Disclosure of Accounting Policies 13

Notes and Accounts Receivable— Notes and ac
counts receivable are reduced by allowances for doubt
ful accounts and merchandise returns and allowances.

Inventories- Inventories are stated at the lower of av
erage cost or net realizable market value. Inventory 
items not required or in excess of projected usage are 
reduced in value by the establishment of appropriate al
lowances.

Royalty Accounting- Guaranteed minimum royalties 
are amortized over the life of each contract. If unit 
royalties, based on net tape sales, exceed guaranteed 
minimum royalties, the additional royalty obligation is 
charged to cost of sales. Guaranteed minimum royalties 
not expected to be covered by future sales are charged 
to current operations.

R esearch and  Product Development C o s ts -  Re
search and product development costs are charged to 
expense as incurred.

Lease Accounting- The operating method is used for 
computer peripheral equipment leases in which the 
present value of lease rentals does not equal normal 
selling price (rentals are recorded monthly as income). 
When the present value of lease rentals exceeds the 
normal selling price, the finance method is used (pres
ent value of total rentals is recorded as a sale). The cost 
of computer peripheral equipment on operating leases 
is fully depreciated over three and four years by the 
straight-line method.

Property, Plant and Equipm ent- Expenditures for 
property, plant and equipment and for renewals and 
betterments which extend the originally estimated eco
nomic life of assets or convert the assets to a new use 
are capitalized. Expenditures for maintenance, repairs, 
and other renewals of items are charged to expense. 
When items are disposed of, the cost and accumulated 
depreciation are eliminated from the accounts, and any 
gain or loss is included in the results of operations.

P ro v is io n s  for depreciation and am ortization are 
made using the straight-line method over the estimated 
economic lives of the assets.

Income Taxes- Income tax expense includes the tax 
effects of all revenue and expense transactions included 
in the determination of pretax accounting income, re
cognizing timing differences as they affect amounts 
currently payable and amounts attributable to other per
iods. Investment tax credits resulting from acquisitions 
of eligible assets are recognized by reduction of income 
tax expense in the periods in which such credits are al
lowable for income tax purposes. Taxes which are an
ticipated to be incurred upon repatriation of the earn
ings of foreign subsidiaries are recognized in the year in 
which such earnings occur, except that no such taxes 
are recognized relative to earnings for which there are 
specific plans for reinvestment for an indefinite period.

DOYLE DANE BERNBACH INC. (OCT)
Notes to Consolidated Financial Statements
Note A: Statement of Significant Accounting Policies: 

Principles Of Consolidation- The consolidated financial 
statements include the accounts of Doyle Dane Bern-

bach Inc. and all subsidiares. In consolidation, all signif
icant intercompany transactions have been eliminated.

Translation of Foreign Currencies- Accounts of for
eign subsidiaries are translated into U.S. dollar amounts 
as follow: (a) current assets and liabilities at rates pre
vailing on balance sheet date, (b) all other assets and 
liabilities including property and related depreciation at 
historical cost, (c) income and expense items (except 
depreciation) at year-end exchange rates. This method 
approximates the results which would have been ob
tained by translating foreign operations at average rates 
of exchange in effect during the periods: gains or losses 
on conversion are credited or charged to operations.

Recognition Of Advertising Commissions And Fees —  
advertising commissions and fees represent the princi
pal source of income derived from advertising placed 
with various forms of media. In general, income is rec
ognized when billed based on public presentation date 
for media advertising. Income is not recognized on ex
penditures billable to clients until actually billed. In ac
cordance with prevailing industry practice, payroll costs 
are expensed as incurred and gross billings reflect the 
“ gross up”  of service fee income (computed by multi
plying income from service fees by 6.67).

Merchandise Inventory- Inventories are stated at the 
lower of cost or market on a first-in, first-out basis for 
the Company’s manufacturing subsidiary, and the retail 
inventory method for its retailing subsidiary. (See Note 
C)

Fixed Assets- Depreciation of fixed assets is pro
vided by charges to income using the straight-line, sum- 
of-the-years-digits and declining balance methods over 
the estimated life of the respective assets ranging gen
erally from 3 to 30 years. Amortization of leasehold im
provements is provided over the terms of the related 
leases or the estimated useful lives, whichever is less.

Maintenance and repairs are charged to expense as 
incurred and major renewals or betterments are capital
ized. The net gain or loss on items of property retired or 
otherwise disposed of is credited or charged to opera
tions, and the cost and accumulated depreciation are 
removed from the accounts.

G oodw ill- The excess of purchase price over net as
sets acquired is being amortized by the straight-line 
method over 40 years from the dates of acquisition.

Income Taxes- The Company has not provided for 
future income taxes on $1,437,000 of undistributed 
earnings of foreign subsidiaries included in consoli
dated retained earnings at October 31, 1973. If these 
amounts were to be distributed for reasons not present
ly contemplated, foreign tax credits would substantially 
reduce the taxes otherwise payable.

Deferred taxes result from the recognition of the in
come tax effect of timing differences in reporting trans
actions for financial and tax purposes.

The Company has recorded the investment tax credit, 
which is not significant, as a reduction of the provision 
for taxes.

Pension Cost— The cost of pension benefits has been 
determined by the entry age normal basis method. Past 
service costs are amortized over a thirty-year period.
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FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION (DEC)

Summary of Accounting Policies

Accounting policies of the Company and its subsidi
aries conform with generally accepted accounting prin
ciples and reflect practices appropriate to the industries 
in which they operate. The significant policies are sum
marized below for the convenience of the financial 
statement readers. To conform with 1973 presentation, 
minor reclassifications have been made to the previ
ously reported 1972 financial statements.

Principles of Consolidation -  The consolidated finan
cial statements include the accounts of the Company 
and all of its domestic and foreign subsidiaries. The in
vestment in the Japanese joint venture is carried in the 
consolidated financial statements at the Company’s eq
uity in the venture’s net assets.

T ra n s la tio n  o f Foreign C u rre n c ie s -  The balance 
sheet accounts of foreign subsidiaries are translated 
into United States dollar equivalents at year-end rates of 
exchange, except for property, plant and equipment 
which are translated at historical rates of exchange. The 
income statement accounts of foreign subsidiaries are 
translated into United States dollar equivalents using 
average rates of exchange in effect for the year, except 
that depreciation is translated at historical rates. Ex
change adjustments, including those resulting from per
formed and unperformed forward exchange contracts, 
are included in the results of operations for the year.

Inventories- Inventories are stated at the lower of 
cost of market. The major portion of the Company’s in
ventories is based on standard costs, adjusted as re
quired to reflect approximate current costs; other inven
tories are based on average costs. Inventories are re
duced to market, if less than cost, and quantities in ex
cess of currently estimated requirements are not valued. 
Estimated requirements represent expected needs for 
varying periods which never exceed twelve months. In 
the determination of market value, the Company gener
ally uses the lower of current replacement cost or esti
mated net realizable value. Progress payments received 
on contracts as to which title to the related inventories 
vests in the United States government are deducted 
from the applicable inventories.

Property, Plant and Equipm ent- Expenditures for 
property, plant and equipment and for renewals and 
betterments which extend the originally estimated eco
nomic life of assets or convert the assets to a new use 
are capitalized. Expenditures for maintenance, repairs 
and other renewals of items are charged to expense. 
When items become fully depreciated or are disposed 
of, the cost and accumulated depreciation are removed 
from the accounts and any gain or loss is included in 
the results of operations.

P ro v is io n s  fo r depreciation and am ortization are 
made using the straight-line method for the major por
tion of items acquired after 1968 and for all items ac
quired prior to 1954; the sum-of-the-years’-digits meth
ods is used for the remaining items. Depreciation is 
computed using various estimated economic lives rang
ing from 20 to 50 years (principally 40 years) for build
ings and from 3 to 15 years (principally 6 years) for ma

chinery and equipment. Leasehold improvements are 
amortized over the remaining terms of the leases or the 
estimated economic lives of the improvements, which
ever is shorter.

Contracts- Revenue on fixed price contracts is rec
orded at the time deliveries or acceptances are made 
and the Company has the contractual right to bill. Reve
nue under cost reimbursement contracts is recorded as 
w ork  is pe rfo rm e d  in accordance w ith contractual 
terms. Provisions are made on a current basis to fully 
recognize any estimated losses on contracts.

Royalty Incom e- The Company owns certain patents 
relating to the process of manufacturing semiconductor 
devices. Licenses to use these patented processes and 
other technical knowledge of the Company have been 
granted to a number of companies. Royalty income is 
based upon either a percentage of sales of licensed 
products or a fixed schedule of payments. Royalties are 
included in income in the period that payments are 
scheduled to be received.

Research, Development and Engineering -  The Com
pany is actively engaged in basic technology and ap
plied research and development programs which are 
designed to develop new products and applications. In 
addition, substantial ongoing product and process im
provement engineering and support programs relating 
to existing products and applications are conducted wi
thin production engineering departments. The costs of 
these programs totaled approximately $38,000,000 and 
$29,000,000 (includ ing reim bursements of approx i
mately $4,000,000 and $6,500,000) in 1973 and 1972, re
spectively. These costs are charged to operations as in
curred and are included in cost of sales in the consoli
dated statement of income.

Research and development expenditures, shown sep
arately in the prior year’s consolidated statement of in
come, included only those programs designed to devel
op new products and applications. As previously re
ported, such expenditures, net of reimbursements, were 
$10,213,000 during 1972.

Pension P lans- The Company and some of its sub
sidiaries have individual pension plans providing for 
various types of retirement benefits. Costs of such plans 
are provided in accordance with actuarial determina
tions and the costs applicable to past service at the time 
of adoption or modification of the plans are amortized 
generally over twenty-five years. In the case of funded 
plans, the amounts provided are deposited with 
trustees.

Income Taxes— Investment tax credits resulting from 
acquisitions of eligible assets are included in net in
come in the period that such credits are realized for tax 
purposes.

No provision is made for income taxes relating to po
tential future distributions of accumulated earnings 
from the foreign subsidiaries or a Domestic Internation
al Sales Corporation since it is the Company’s present 
intention to utilize substantially all of the undistributed 
earnings in its foreign operations and qualified export 
activities.

Audit Committee of the Board of D irectors- The 
Company has an Audit Committee of the Board of Di
rectors whose members are not officers of the Compa
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ny. This committee meets with the Company’s financial 
management and its independent accountants at least 
two times a year and reviews internal control condi
tions: internal and external audit plans and results, and 
financial reporting procedures.

FIRST NATIONAL STORES INC. (MAR)
Notes to Financial Statements
Note 1: Summary of Significant Accounting Policies-  

The accounting and reporting policies of First National 
Stores Inc. conform to generally accepted accounting 
principles. The following describes the more significant 
of those policies.

Consolidation P o licy- All subsidiaries of First Na
tional Stores Inc. are included in the consolidated finan
cial statements. Significant intercompany transactions 
and balances are eliminated. See Note 6 for treatment of 
discontinued operations.

Inventories- Inventories are stated at cost of market, 
whichever is lower, cost being determined substantially 
by the last-in, first-out method of inventory valuation. 
In v e n to r ie s  s ta ted  under the  LIFO m ethod w ere 
$16,698,000 less than current average costs at March 31, 
1973.

Depreciation and Am ortization- For financial state
ment purposes, depreciation and amortization are com
puted by the straight-line method except for assets ac
quired during the period March 1954 to March 1966. For 
assets acquired during this period, depreciation is com
puted primarily by the sum-of-the-years digits method. 
For tax purposes accelerated depreciation methods are 
generally used. Estimated useful lives are as follows:

Years
Buildings owned.................................... 20-50
Store fixtures and equipment..................  10
Leasehold improvements......................... 15-25
Other machinery and equipment.............. 3-8

Maintenance and Repairs—  Expenditures for mainte
nance, repairs and minor renewals are expensed in the
year in which incurred.

Closed Store Expenses— All expenses incurred in 
connection with the closing of stores, including the 
unamortized value of leasehold improvements and the 
book value of store equipment, are expensed in the year 
in which the stores are closed. A special accrual was es
tablished for future rental obligations and other expens
es relating to a certain group of stores closed during 
1966 and 1967. The continuing rental obligations and 
other costs of other closed stores are expensed as in
curred.

Pre-opening Expenses- All expenses incurred in 
connection with the opening of stores are charged to 
income as incurred.

Income Taxes- The provision for income taxes in the 
financial statements relates to the items of income and 
expense included in such statements. To the extent that 
items of income or expense are recognized in a different 
period for tax purposes, deferred income taxes are pro
vided to give effect to these timing differences. The in
vestment tax credit arising from the purchase and lease

of qualifying property additions is recognized under the 
“ flow-through” method; see Note 5.

Net Income Per Share- The weighted average num
ber of shares used to compute net income per share in
cludes the shares allotted but not yet issued under the 
deferred compensation plan and, if the effect is dilutive, 
the shares issuable under the stock option plan.

Pensions- The Company maintains a trusteed non
contributory pension plan for employees who are not 
covered by union pension plans. Actuarial gains, result
ing principally from the transfer of employees to various 
union plans and unrealized appreciation in the fund, are 
being amortized over ten-year periods from the dates of 
occurrence: see Note 8.

PPG INDUSTRIES, INC. (DEC)
Summary of Accounting Policies
The following accounting principles and practices of 

PPG Industries, Inc., and its consolidated subsidiaries 
are set forth to facilitate the understanding of data pres
ented in the financial statements.

Principles of Consolidation -  The consolidated finan
cial statements include the accounts of the Corporation 
and all significant subsidiaries, domestic and foreign, in 
which PPG owns more than 50 per cent of the voting 
stock. The investments in all companies in which PPG 
owns 20 to 50 per cent of the voting stock are carried at 
equity, and PPG’s share of the earnings or losses of 
such equity affiliates is included in the statement of 
consolidated earnings. Transactions between PPG, its 
subsidiaries, and its equity affiliates are eliminated from 
the consolidated financial statements.

Translation of Foreign Currencies—  The accounts of 
foreign subsidiaries and equity affiliates are translated 
to U. S. dollars based on the official or free rates of ex
change applicable in the circumstances. Current assets, 
current liabililities and long-term debt are translated at 
the rates of exchange in effect at the end of the year. All 
other assets and capital shares are translated at the ex
change rates prevailing when the assets were acquired 
or the capital stocks issued. Income and expense ac
counts are translated at average exchange rates for 
each year, except that depreciation is translated at his
torical rates.

Gains and losses relating to the translation of long
term debt are deferred and amortized over the life of the 
debt. All other translation gains and losses resulting 
from normal exchange rate fluctuations are reflected in 
current earnings. The corporation maintains a reserve 
for gains and losses arising from major exchange rate 
fluctuations.

Inventories—  Inventories are stated generally at the 
lower of cost or market. Cost is determined using either 
average or standard factory costs, which approximate 
actual costs, excluding certain fixed expenses such as 
depreciation, property taxes and rentals.

Property and Depreciation—  Property includes the 
cost of land, buildings, equipment, and significant im
provements which add to productive capacity or extend
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the life of the assets. When units of property are aban
doned or disposed of, the cost and accumulated depre
ciation are removed from the accounts, and any result
ing gain or loss is credited or charged to earnings.

Depreciation, for financial reporting purposes, is 
computed by the straight-line method based on the esti
mated useful lives of depreciable assets.

Pre-Operating C osts- During construction of major 
facilities, costs are incurred for acquiring and training 
employees, providing light, heat, and water, and main
taining new equipment in operating condition. When 
such pre-operating costs are significant and there is no 
offsetting revenue being generated, the costs are de
ferred and amortized over a 10-year period.

G oodw ill- When the Corporation purchases com
panies for prices in excess of book values of the net as
sets acquired, the excess cost is accounted for as good
will and \s amortized over a period not exceeding 40 
years. Acquisitions made by exchanging common stock 
are generally recorded on a pooling-of-interests basis 
and no goodwill is recognized.

Income Taxes- Certain charges to earnings in the 
financial statements differ in amount from those de
ducted in tax returns. For example, depreciation is com
puted on accelerated methods for income tax purposes 
and on the straight-line method for financial reporting 
purposes. The tax effects of these differences are pro
vided for as future income taxes in the financial state
ments.

The Corporation follows the policy of treating the in
vestment credit allowance for capital projects as a re
duction of income tax expense in the year in which the 
projects are completed, except for amounts which it an
ticipates might be recaptured. Prior to 1969, the Corpo
ration followed the policy of deferring the investment 
credit over the estimated useful lives of the related as
sets.

No provision is made for income taxes on distributed 
earnings of affiliates if the taxes payable would be sub
stantially offset by tax credits or when the Corporation 
intends to invest such earnings permanently.

Research and Development- Research and develop
ment expenditures, including development costs of 
products, processes, and product applications, are ex
pensed in the year incurred rather than deferred.

Provision for Maintenance and Repairs- Current op
erations are charged with the cost of labor and materi
als incurred in maintaining properties in, and restoring 
properties to , good operating condition. Major furnace 
repairs, however, are provided for in advance by charg
ing current operations with the estimated costs.

Provision for Self-Insurance- PPG maintains a re
serve which, in the Company’s judgement, adequately 
provides for the cost of casualty losses which, if sus
tained, would not be covered by insurance.

Provision for Losses on Discontinued Operations-  
PPG follows the practice of providing for significant 
losses on terminating operations or on abandoning 
facilities when such losses can be reasonably estimated. 
Such losses are recognized as a charge against earn

ings concurrent with management’s announcement to 
its customers, employees, shareholders, and other inter
ested parties of its intention to suspend operations.

Pension C osts- Pension costs charged to current 
earnings include charges for current service and amor
tization of prior service costs over 30 years. The extra 
cost of improvements in benefits to present retirees is 
amortized over 10 years.

PHELPS DODGE CORPORATION (DEC)
Statement o f Accounting Policies
The Corporation’s accounting policies reflect industry 

practices and conform to generally accepted account
ing principles. The following policies are considered to 
be significant.

Basis of Consolidation- The consolidated financial 
statements include the accounts of the Corporation and 
all of its principal subsidiaries.

Investments in unconsolidated domestic companies 
owned 20 percent or more are carried on the equity 
basis. Investments in unconsolidated foreign companies 
(which are not considered to be material) and in domes
tic companies less than 20 percent owned are carried at 
cost.

Inventories—  Inventories are stated at the lower of 
cost or market. Cost for the major portion of copper, 
and for silver and gold, is determined by the last-in first- 
out method. Other inventories are priced on a first-in 
first-out, average cost or other appropriate method.

Mining Properties and Depletion—  Values for mining 
properties represent mainly acquisition costs, or engi
neering valuations prior to 1932.

Depletion of metal mines is computed on the basis 
of an overall unit rate applied to the pounds of principal 
products sold from mine production. The Corporation 
makes no representation that the charge represents the 
depletion actually sustained or the decline, if any, in 
mine values attributable to the year’s operations, or that 
it represents anything other than a general provision for 
the amortization of the remaining book value of mines.

Mine Exploration and Development- Exploration 
costs are charged to income as incurred, as are devel
opment costs at operating mines. Pre-operating mine 
development expenditures at new mines are capitalized 
and amortized on the unit of production method over 
the estimated ore reserves benefited.

Depreciable Property- The principal depreciation 
methods used are the unit of production method for 
mining and refining operations and, for other opera
tions, the straight-line method based upon the estimat
ed lives of specific classes or groups of depreciable as
sets.

Upon disposal of assets depreciated on a group basis, 
cost less salvage is charged or credited to accumulated 
depreciation and gains or losses are usually reflected in 
income through future depreciation charges.

Expenditures for replacements and betterments are 
capitalized. Maintenance and repair expenditures are 
charged to operations as incurred.
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Research and Development—  Research and develop
ment expenses are charged to income as incurred and 
in c lu d e  such e x p e n d itu re s  as those fo r improved 
techniques for finding mineral deposits, mineral recov
ery methods, product development, and environmental 
control.

Pension P lans- The Corporation has trusteed, non
contributory pension plans covering substantially all of 
its employees. Pension costs are determined by inde
pendent actuaries, are funded currently and include am
ortization of prior service costs over a period of thirty 
years.

Income Taxes- In addition to charging income for 
taxes actually paid or payable, the provision for income 
taxes reflects deferred income taxes resulting from tim
ing differences between financial and taxable income. 
Investment tax credits are recognized in the year the re
lated assets are placed in service.

Audit Committee—  An Audit Committee composed of 
five non-employee directors of the Corporation meets, 
usually three times a year, with senior officers and other 
members of the corporate staff and the independent ac
countants.

SHELL OIL COMPANY (DEC)

Accounting Policies
This summary of the major accounting policies of 

Shell Oil Company and its consolidated subsidiaries 
(hereinafter referred to as “ Shell” ) is presented to assist 
the reader in evaluating Shell’s financial statements and 
other data contained in this report. In all material re
spects, Shell has consistently followed these policies for 
the ten year period covered by this annual report and 
originally reported net income has not been revised or 
restated. As noted below, in 1973 Shell changed its 
method of valuing inventories of oils and chemicals.

Principles of Consolidation- The financial state
ments include the accounts of Shell Oil Company (her
einafter referred to as “ Company” ) and all of its wholly 
owned subsidiaries. All companies acquired have con
sistently been accounted for as purchases: goodwill, if 
any, is amortized over a period of benefit which has not 
exceeded ten years.

The only subsidiary of Shell not wholly owned is Butte 
Pipe Line Company (51% owned), and the investment 
therein, plus the investments in less than majority 
owned companies in which Shell has a voting stock in
terest of 20% or more, are carried at equity in underlying 
net assets. Investments in less than 20% owned com
panies are carried at cost with dividends recorded in in
come as received.

Short Term Securities —  Short term securities are car
ried at cost which approximates market. Interest is ac
crued and reflected in dividends, interest and other in
come.

Inventories- In 1973 the Company adopted as its 
cost basis the last-in-first-out method of valuing inven
tories of oils and chemicals. Prior to 1973 inventories of 
oils and chemicals were carried at the lower of market 
or of the average cost resulting from charging to costs

the highest of inventory carrying value, current cost of 
production or purchases. Materials and supplies inven
tories are carried at average cost or less, as in the past.

The new method, which was adopted to achieve a 
better matching of current costs against current income 
and to conform more closely to U.S. petroleum industry 
practice, had no material effect on 1973 net income.

Mineral Leasehold C osts- Direct cost of acquiring 
undeveloped acreage, generally called lease bonus, is 
capitalized. Amortization from date of acquisition is 
based upon experience of the Company in order to fully 
amortize over the holding period those leases that may 
be unproductive. The cost of leases which become pro
ductive is transferred to a producing property account.

Exploratory Costs—  Exploratory expenses, including 
geological and geophysical expenses, annual delay 
rentals on oil and gas leases and all exploratory and de
velopment dry hole costs are charged to income as in
curred.

Research- Expenditures for research, except for 
land, buildings and standard items of equipment which 
extend beyond the immediate life of a project, are ex
pensed when incurred.

Depreciation, Depletion and Amortization -  Deprecia
tion, depletion and amortization of the capital cost of 
producing properties, both tangible and intangible, are 
provided for on a unit of production basis. Developed 
reserves are used in computing unit rates for tangible 
and intangible development costs and proved reserves 
for depletion of leasehold costs. In all cases the unit de
termination is by field. Other plant and equipment are 
depreciated on a straight line basis over their estimated 
useful lives. On a cycle basis asset lives are reviewed for 
propriety of estimated useful life. Changes in deprecia
tion rates, if any, are prospective only. Differing rates or 
deductions are used for tax purposes.

Maintenance, Repairs and Retirement of Properties-  
Major renewals and betterments are charged to the 
property accounts while minor replacements, mainte
nance and repairs which do not improve or extend life 
are expensed currently. At the time properties are re
tired or otherwise disposed of in the normal course of 
business, the cost is charged against the accumulated 
provision: however, if the retirement relates to a casu
alty or material obsolescence, the loss or gain is reflect
ed in current income.

Office Relocation, Employee Relocation and Sever
ance C osts- The cost directly related to relocating op
erating and executive offices from New York was amort
ized over a four year period ending in September, 1973. 
The cost of consolidating research facilities is being 
amortized over a four year period commencing in Janu
ary, 1972. All other office relocation, employee reloca
tion or severance costs are charged to expense when 
incurred.

Non-Mineral Leases- Obligations under noncancel
lable leases and other contractual commitments are re
flected in the Notes to Financial Statements.

Income Taxes— Items of income or income deduc
tions are often recognized for payment of income taxes 
and for book purposes in different time periods: howev
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er, tax allocation accounting as prescribed by Account
ing Principles Board Opinion No. 11 adjusts book in
come to eliminate the effect of all material book/tax tim
ing differences.

For those differences pertaining to capital extinguish
ments, including intangible drilling and development 
costs deducted currently for tax purposes, tax defer
ment is computed by applying the current tax rates to 
the current difference in deduction. The net cumulative 
effect is reflected in Deferred Credits-Federal Income 
Taxes in the Balance Sheet.

For other timing differences tax deferment is comput
ed by setting up initial differences at current tax rates 
and reversing these amounts in the appropriate subse
quent period. The net cumulative effect of the latter is 
reflected in Receivables, Prepayments, Etc. in the Bal
ance Sheet.

Investment tax credits are applied to reduce federal 
income taxes in the year realized.

WINNEBAGO INDUSTRIES, INC. (FEB)
Notes to Financial Statements
Note 1: Significant Accounting Policies- The ac

counting policies relative to the carrying value of mark
etable securities, escrowed securities, land, deferred re
search and development expense, property and equip
ment and the investment in Winnebago Acceptance 
Corporation are indicated in the captions on the bal
ance sheet. Other significant accounting policies are as 
follows:

Principles of Consolidation -  The consolidated finan
cial statements include the parent company and subsi
diary companies, except Winnebago Acceptance Corpo
ration (a finance subsidiary), which is reported on the 
equity method. Separate financial statements for Winne
bago Acceptance Corporation are included elsewhere in 
this 10-K. All material intercompany accounts and trans
actions have been eliminated.

Fiscal Year- The Company has adopted the policy 
of having the fiscal year end on the last Saturday of 
February. The year ended February 28, 1970 contained 
53 weeks, all others contain 52 weeks.

Inventory Pricing—  Inventories are valued at the
lower of standard cost (which approximates actual cost 
on a first-in, first-out basis) or market.

Property and Equipm ent- Depreciation of property 
and equipment is computed by the straight-line method 
on the cost of the assets, less allowance for salvage 
value where appropriate, at rates based upon their esti
mated service life. The following estimated service lives 
were used for the five years ended February 24, 1973.
Buildings.........................................................  10-50 years
Machinery and equipment...................................  3-8 years
Transportation equipment...................................  3-6 years

Maintenance and repair expenditures are charged to 
operations and renewals and betterments are capital
ized. Items of property which are sold, retired or other

wise disposed of are removed from the asset and accu
mulated depreciation accounts, and any gains or losses 
thereon are reflected in income. Accelerated deprecia
tion methods are used for tax purposes wherever per
mitted.

Research and Development Expenses- Expenditures 
are capitalized and amortized over three years by the 
straight-line method. If a particular project is aban
doned or the product is discontinued, the expenditures 
that pertain to that particular project or product are ex
pensed at that time.

Provision for Warranty Claims—  Estimated warranty 
costs are provided at the time of sale on the warranted 
products.

Income Taxes- Deferred income taxes reflect timing 
differences between expenses reported for financial 
statement purposes and income tax purposes. The prin
cipal elements of deferred income taxes are deprecia
tion used for tax purposes in excess of financial ac
counting depreciation, warranty expense and the ex
traordinary item (judgment) not currently deductible for 
income tax purposes.

Deferred income taxes are not accrued on the undis
tributed earnings of the subsidiaries because the Com
pany files consolidated income tax returns with its sub
sidiaries, except Winnebago International Corporation. 
In the case of Winnebago International Corporation (a 
Domestic International Sales Corporation), the Compa
ny intends to comply with all of the requirements of the 
Internal Revenue Code thereby postponing indefinitely 
the remittance of undistributed earnings to the Compa
ny.

The Company follows the policy of recording the in
vestment credit in the year it arises as a reduction of 
current tax expense.

Stock Dividends and Split-Ups—  The par value of 
shares issued as a stock dividend is transferred from 
additional paid-in capital to the extent available, with 
the remainder, if any, being charged to reinvested earn
ings. All stock split-ups have been given retroactive ef
fect in the consolidated financial statements and related 
notes.

Retroactive Adjustm ents- Certain items in the con
solidated balance sheet as of February 26, 1972 have 
been retroactively reclassified to conform with the cur
rent year’s classifications.
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R E S TA TE M E N T O F 1972 F IN A N C IA L  
S T A TE M E N TS

Restatements of 1972 financial statements, either in 
the form of a change in the beginning balance of re
tained earnings or a reclassification of accounts within 
the balance sheet or income statement, were made by 
many of the survey companies. Table 1-11 shows the 
various reasons for such restatements. Examples of rec
lassifications follow. Examples of restatements involving 
a change in the beginning balance of retained earnings 
are presented in connection with Table 4-5.

TA B LE 1-11: R E S TA TE M E N T O F PR IO R  Y E A R ’S 
F IN A N C IA L  S TA TE M E N TS

Beginning Balance of Retained
Earnings Adjusted 1973 1972 1971 1970

Poolings of Interests. . . . . . . . . . . . .  55 63 63 97
Litigation or income tax settle

ments . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29 24 14 18
Equity method adopted for in

vestments . . . . . . . . . . . . . . . . . . . . . . .  9 39 55 7
Accrual of taxes on undistributed

earnings. . . . . . . . . . . . . . . . . . . . . . . . .  5 18
Consolidation of subsidaries pre

viously carried at c o s t. . . . . . . . .  5 6 11 11
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15 23 18 14

Total Adjustments. . . . . . . . . . . . .  118 173 161 147
Total Companies. . . . . . . . . . . . . . .  103 148 139 130

Balance Sheet Reclassification
Change within current or noncur

rent classification. . . . . . . . . . . . . . .  69 62 58 N/C
Change to or from current classi

fication . . . . . . . . . . . . . . . . . . . . . . . . . .  53 41 39 41
Change to or from asset side of

balance sheet. . . . . . . . . . . . . . . . . .  19 16 26 11
Consolidation or deconsolidation

of subsidiaries carried at equity 11 13 20 15
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8 23 22 20
Total Balance Sheet Reclassifica

tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  160 155 165 87
Total Companies. . . . . . . . . . . . . . .  126 127 143 79

Income Statement Reclassifica
tions

Operating results of discontinued
operations shown separately... 48 41 23 27

Change in presentation of in
come taxes*. . . . . . . . . . . . . . . . . . . .  21 20 18 18

Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  52 40 70 54
Total Income Statement Reclassi

fications. . . . . . . . . . . . . . . . . . . . . . . . .  121 101 111 99
Total Companies. . . . . . . . . . . . . . .  113 96 1 04 85

N /C - Not Compiled.
*ln 1973 all such changes were a reclassification of state 
and local income taxes as income tax expense.

B alan ce  S h ee t R eclass ifica tio ns

BRUNSWICK CORPORATION (DEC)

1973 1972
CURRENT ASSETS: thousands)
Prepaid expenses (Note 14).................. $4,280 $3,347
CURRENT LIABILITIES:
Accrued expenses (Notes 6 and 14).......    $41,766 $40,984
DEFERRED ITEMS:
Unrealized gain on translation of foreign 

currencies (Notes 4 and 14)............... $5,090 $2,311
Note 14: Reclassifications—  In the accompanying 

1972 consolidated balance sheet, prepaid expenses and 
unrealized gain on translation of foreign currencies 
have been reclassified, respectively, from Other Assets 
and from Current Liabilities to Current Assets and to 
Deferred Items.

WALT DISNEY PRODUCTIONS (SEP)

Summary of Significant Accounting Policies
Inventories- Inventories are stated at the lower of 

cost or market. Cost of merchandise, materials and 
supplies is determined generally on a first-in, first-out 
basis.

Costs of completed theatrical and television film pro
ductions are amortized by charges to income in the pro
portion that the producer’s share of income (film rentals 
less distribution, print, co-producer participation and 
advertising costs) received by the Company for each 
production bears to the estimated total of such income 
to be received. Such estimates of total income are re
viewed periodically and amortization is adjusted ac
cordingly.

In prior years the Company had followed the industry 
practice of classifying film production costs as current 
assets, even though such costs would not be fully amor
tized within one year. In the accompanying financial 
statements these costs have been segregated between 
current and non-current classifications in conformity 
with the requirements of recently issued accounting, 
guidelines for motion picture films. Other guidelines to 
be adopted in the Company’s 1974 fiscal year will re
quire minor changes in accounting methods which the 
Company presently estimates will result in a favorable, 
although minor, effect on net income for that year. (The 
Company does not believe that these guidelines are 
necessarily an improvement over the Company’s previ
ous reporting practices.)
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DRAVO CORPORATION (DEC) These changes are as follows:

1973 1972
($ thousands)

SHAREHOLDERS’ EQUITY 
Preferred stock, $2 cumulative convertible, 

no par, stated value $50
Authorized and issued-O-and 4,808 shares ------ $ 240
Preference stock, par value $1 
Authorized 600,000 shares; issued 26,817 

shares of $2.20 cumulative convertible Se
ries A .............................................  27 27

165,516 shares of $2,475 cumulative con
vertible Series B ..............................  165 -------

Common stock, par value $1 
Authorized 6,000,000 shares; issued

2,265,467 shares..............................  2,265 2,265
Other capital......................................  9,912 4,276
Retained earnings...............................  85,060 80,413
Treasury stock at cost; common shares:

63,688 and 73,027 ............................  (2,072) (2,287)
Notes from employees for common stock 

purchases....................................... (1,017) ( 888)
Total shareholders’ equity.......................... $94,340 $84,046

Notes to Consolidated Financial Statements
Shareholders’ Equity (in p a rt)-  Shareholders’ equity 

has been restated from prior years by the deduction of 
notes due from employees for common stock pur
chases. These notes were formerly included with other 
assets. The effect of this change at January 1 , 1973, was 
to reduce shareholders’ equity by $888,000, or about 
1% .

As originally reported 
As contained herein ..

Property
and

equipment,
net

$13,140,242
14,166,801

Accounts 
Payable-  

trade 
$ 378,377 
1,404,936

JOHNSON & JOHNSON (DEC)
1973 1972

($ thousands)
CURRENT ASSETS
Cash and certificates of deposit............ $ 60,213 $ 83,324
Marketable securities, at cost which ap

proximates market value (Note 3 )....... 146,609 134,053
Receivables, less allowance for collection
losses and discounts $7,829 (1972 $5,935) 223,255 173,026
Inventories (Notes 1 and 4)................... 269,260 209,286
Expenses applicable to future operations 25,306 18,726
Total current assets ....................  $724,643 $618,415
MARKETABLE SECURITIES MATURING 

AFTER ONE YEAR, at cost which approxi
mates market value (Note 3)..............  $ 66,300 $ 28,769
Note 3: Investments in Marketable securities- Com

mencing in 1973 the Company has classified invest
ments in marketable securities maturing after one year 
and preferred stock held for long-term investment as 
non-current investments. The 1972 Consolidated Finan
cial Statements have been restated to reflect this classi
fication.

HAZELTINE CORPORATION (DEC) 
Notes to Financial Statements 
Note 6: Other Assets

Computer peripheral equipment, at cost, 
principally salesmen’s demonstrators ....

Investments at cost.............................
Other ................................................

1973

$1,748,520
502,000
454,113

1972

$1,447,200
502,000
177,323

$2,704,633 $2,126,523
The above computer peripheral equipment is used by 

the Company in support of its sales and service opera
tions. In prior years the cost of such equipment was in
cluded in Industrial Products Division inventory and has 
been reclassified to other assets in the accompanying 
consolidated financial statements. In 1973, $504,000 of 
the $1,748,520 was financed by sale-leaseback transac
tions (see Note 8).

TRITON OIL & GAS CORP. (MAY)
Notes to Consolidated Financial Statements
Note M: Adjustments- Certain reclassifications have 

been made for 1972 to conform to the statement classif
ications for 1973. Additionally, certain changes have 
been made in the 1973 accounts since the Company is
sued a limited number of its original financial state
ments pursuant to internal and financing requirements.

Incom e S ta tem en t R eclass ifica tio ns

ASHLAND OIL, INC. (SEP)
1973 1972

($ thousands)

COSTS AND EXPENSES:
Cost of sales and operating expenses.... $1,601,053 $1,395,898
Excise taxes on petroleum products and

merchandise.................................... 307,633 262,596
Selling, administrative and general expens

es .................................................. 213,100 198,190
Provision for depreciation, depletion and

amortization....................................  73,483 65,030
Exploration expenses, including nonpro

ductive wells and amortization of undevel
oped leases-Note A.........................  20,220 10,314

Interest on debentures, notes and mineral 
loans.............................................. 25,319 20,159

$2,240,808 $1,952,187

Accounting Policies
O ther- The Company generally charges to expense 

all research and development expenditures.
Income from construction contracts is accounted for 

on the percentage-of-completion method.
To conform with prevalent industry practice, the
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Company has reclassified excise taxes on petroleum 
products and merchandise to include such amounts in 
sales and as a separate item in costs and expenses. Pre
viously, such taxes were deducted from sales. The 1972 
financial statements have been restated for this change 
and for several other changes to conform with 1973 
classifications. None of these reclassifications affect net 
income for 1973 or 1972.

ACTION INDUSTRIES, INC. (JUN)
Notes to Financial Statements

Note 9: Restatement- The Company has changed its 
method of eliminating certain intercompany transac
tions. The statement of income for the year ended June 
30, 1972 has been restated for this change which results 
in a reclassification of $440,463 from general and ad
ministrative expense to cost of goods sold.

In addition, the consolidated balance sheet and state
ment of changes in financial position for 1972 have 
been restated to conform to 1973 classifications.

BATH INDUSTRIES, INC. (DEC)
Summary of Significant Accounting Policies
Royalties- The Company has changed the classifica

tion of royalty and other similar income to include these 
amounts in revenue rather than other income. The Com
pany believes these revenues, which result from engi
neering and research costs charged to operations, are 
more properly included in operating revenues. Royalty 
revenues fo r  1 973 were $4,038,000 compared with 
$2,812,000 for 1972.

INTERNATIONAL PROTEINS CORPORATION (DEC)

Notes to Financial Statements
Note B: Expropriation of Peruvian Subsidiaries- On 

May 7, 1973, the Company’s subsidiaries in Peru were 
expropriated. The consolidated financial statements for 
1972 have been restated to reflect the earnings of these 
subsidiaries as discontinued operations consistent with 
the 1973 presentation. Effects of the restatement are as 
follows:

Previously Restated 
Reported

Revenues........................................... $82,671,000 $69,271,000
Earnings from continuing operations....  2,861,000 2,208,000
Discontinued operations......................  .......  653,000
Earnings before extraordinary charge..... 2,861,000 2,861,000
Net earnings......................................  2,861,000 2,861,000

Certain expenses applicable to the discontinued op
erations have been reclassified as discontinued opera
tions.

The consolidated balance sheet at December 31, 1972 
has been restated to reflect the Company’s investment 
in the Peruvian subsidiaries by the equity method.

On February 19, 1974, the Government of Peru made 
a cash settlement with the United States Department of 
State for certain expropriated businesses, including the 
Company’s. The Company agreed with the Department 
of State to accept not less than $8,900,000 in payment of 
all of its claims arising from the expropriation. The 
agreement provides for payment of the Company’s claim 
not later than February 19, 1975. Based on such agree
ment, the expropriation resulted in a loss of $1,069,000 
which has been classified as an extraordinary charge in 
the statement of earnings for 1973. For federal income 
tax purposes, the Company will recognize a gain from 
expropriation (resulting from undistributed earnings) 
which will be offset by foreign tax credits.

The amount receivable from the Department of State 
has been classified as a current asset because the Com
pany believes that payment will be received in 1974.

PITNEY-BOWES, INC. (DEC)
1973 1972*

Income from continuing operations...... $19,936,000 $15,155,000
Losses, net of income tax, from operations 

of point-of-sale terminal business prior to
discontinuance................................. 5,352,000 1,515,000

Estimated loss on disposition of point-of- 
sale terminal business (less applicable in
come tax recovery of $33,000,000)......  37,000,000 ------

Net income (loss)......................................... ($22,416,000) $13,640,000
*Restated to reflect discontinued operations

Notes To Financial Statements
Note 7 (in part): Discontinued Operations- As of 

September 30, 1973, the company wrote off its entire in
vestment in, and loans to, Pitney Bowes-Alpex, Inc. 
(PBA). This write-off resulted from the decision to wind 
up operations of PBA, which was founded in 1970 as a 
company owned 50% by Pitney Bowes and 50% by 
Alpex Computer Corp. Pitney Bowes assumed majority 
control on July 3, 1973, and now owns 64% of the stock. 
PBA had been engaged in the production and sale of 
point-of-sale terminals for retail establishments.

Simultaneously, the company wrote off certain other 
assets related to the point-of-sale terminal business. 
These included parts and equipment produced for PBA, 
but not delivered, and inventories, deferred costs, and 
other items connected with the manufacture and mar
keting of point-of-sale equipment in Europe under li
cense from PBA. Point-of-sale equipment in Europe was 
marketed by a wholly owned subsidiary of the company, 
Pitney Bowes Data Systems, Ltd.

The net results of operations prior to discontinuance 
for 1973 and 1972 have been classified separately in the 
statement of consolidated income and, after intercom
pany eliminations, include:

9 Mos. Year
Ended Ended

Sept. 30 Dec. 31 
1973 1972

Revenues........................................... $17,629,000 $2,541,000
Loss before income tax.......................  6,068,000 1,345,000
Income tax charge (credit)...................  (716,000) 170,000
Net loss............................................  $5,352,000 $1,515,000
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STOKELY-VAN CAMP, INC. (MAY)
1973 1972

Incom e taxes (Note 4):
Currently p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,804,000 $6,100,000
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  980,000 120,000

$7,784,000 $6,220,000
Note 4: Income Taxes-Provision for income taxes in

cludes:
1973 1972

Federal:
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,981,000 $5,500,000
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  800,000 120,000
State and foreign:
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  823,000 600,000
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  180,000 - - - - -

Investment credits of $309,000 and $290,000 have 
been applied as reduction of the current federal provi
sion in 1973 and 1972, respectively.

State income taxes for 1972 of $600,000, previously 
included in selling, administrative, and general expense, 
have been reclassified to income tax expense.

USM CORPORATION (FEB)

Notes To Financial Statements
Note A (in part): Principles of Consolidation- In 

1973, the company adopted new account classifications, 
the most significant of which was a reclassification of 
state taxes on income (amounting to $744,000 in 1973 
and $774,000 in 1972) from cost of sales and selling and 
administrative expenses to provision for state income 
taxes. The appropriate account classifications for 1972 
have been restated to conform with the 1973 presenta
tion.

TA B LE 1-12 A C C O U N T IN G C H A N G ES
Nature of Accounting Changes. 1973 1972 1971 1970
Change in translation p o lic y ... . 16 6 - - - -
Change in reporting e n tity . . . . . . 14 24 39 33
Change in pension actuarial as

su m ptio ns. . . . . . . . . . . . . . . . . . . . . . . . .  13 32 30 10
Equity method adopted fo r in-

ve stm e n ts . . . . . . . . . . . . . . . . . . . . . . . . . 11 65 81 21
Change in amortization m e tho d . 10 17 29 21
Accrual of taxes on undistributed

earn in gs. . . . . . . . . . . . . . . . . . . . . . . . . . . 8 21 - - - -
Change to or from expensing of

expenditures as in c u rre d .. . . . . 8 2 12 10
Change in inventory valuation 

other than a change from LIFO
m e th o d . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 2 8 3

Change to conform with AICPA
industry gu id e s . . . . . . . . . . . . . . . . . . 7 - - - - - -

Change in service life of assets. 6 6 6 6
Change described in paragraph

27 of APB Opinion No. 20. . . . 3 4 11 14
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11 11 20 20

Total Accounting Changes....... 114 190 236 138
Number of Companies Disclosing

Accounting C hanges. . . . . . . . . . . 101 159 193 118

A C C O U N T IN G  C H A N G ES

Table 1-12 summarizes the nature of accounting 
changes disclosed by the survey companies. APB Opin
ion No. 2 0 “ def ines var ious  types of account ing 
changes and establishes guides for determining the 
manner of reporting each type.” Examples of account
ing changes are shown below and in connection with 
Tables 4-5 and 6-8.

C h ange in R eporting  Entity

SCOVILL MANUFACTURING COMPANY (DEC)
Notes to Consolidated Financial Statements
Note B -  As of January 1, 1973 the Company’s Brazil

ian subsidiary was consolidated since management is 
satisfied that economic conditions have reached suffi
cient stability to warrant consolidation. Previously this 
investment was carried at cost and income was rec
orded to the extent of dividends received. The effect of 
this change was to increase net earnings and net earn
ings per share as follows:

Fiscal Year Ended 
Dec. 30, Dec. 31 

1973 1972
Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,055,000 $509,000
Net earnings per share of Common Stock:
P r im a ry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $.15 $.08
Fully d ilu ted........ . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $.11 $.05

Also, in 1973 the Company acquired an additional 
20% interest in an Australian subsidiary and com
menced consolidation of the accounts of this subsidi
ary. Previously this subsidiary was carried at cost plus 
equity in undistributed earnings and, accordingly, net 
earnings and net earnings per share were not affected 
by this action.

The financial statements for the fiscal year ended De
cember 31, 1972 have been restated for comparative 
purposes.

During 1973 the Company also purchased an interest 
in two small foreign and two small domestic businesses 
and sold a small domestic division. The results of opera
tions of these businesses, and the gain on the disposi
tion, are not significant in relation to the overall consoli
dated results.

UMC INDUSTRIES, INC. (DEC)
Notes to Financial Statements
Note 1 (in part): Summary of Accounting Policies-  

Principles of Consolidation -  The consolidated financial 
statements include the accounts of all subsidiaries. All 
significant intercompany items have been eliminated.

The voting trusts which held the outstanding shares 
of two subsidiaries were dissolved in September, 1973.



As a result of the dissolution, control over these subsidi
aries reverted to the Com pany and, accordingly, the ac 
counts of these subsidiaries (previously carried on the  
equity basis of accounting) have been consolidated. The  
accounts for 1972 have been restated to give e ffec t to 
the consolidation. Such restatem ent increased w orking  
capital by $2,931,000 in the 1972 consolidated financial 
statem ents, total assets by $3,769,000, and net sales and 
other operating revenues by $12,952,000; there was no 
effec t on net earnings or earnings per share as previ
ously reported.

C h ange In Accounting  Princip les

CPC INTERNATIO NAL INC. (DEC)
N o te s  to  F in a n c ia l S ta te m e n ts
C h a n g e  in  A c c o u n tin g  M e th o d s -  Effective w ith the  

year ended D ecem ber 3 1 ,  1973, the com pany adopted in 
the United States the last-in, firs t-out m ethod of inven
tory valuation for certain basic raw agricultural com 
m odities used. Prior to 1973 such inventories had been 
valued on the first-in , first-out m ethod. This change was 
m ade because m anagem ent believes that the last-in, 
first-out method (w hich charges current earnings with  
current costs) m inim izes the inflation-induced inventory 
profit in respect to these inventories and thus m ore  
clearly reflects the results of operations. The effect of 
the change was to reduce inventories by approxim ately  
$ 1 6 , 5 0 0 , 0 0 0  a n d  n e t  i n c o m e  by a p p r o x i m a t e l y  
$8,600,000 ($.36 per share). There is no cum ulative e f
fect of the change on prior periods since the D ecem ber 
31, 1972 inventory as previously reported is the opening  
inventory under the  last-in, firs t-out m ethod.

L Y K E S - Y O U N G S T O W N  C O R P O R A T IO N  (D E C )

Income Before Extraordinary Item and Cu
m ulative Effect of Accounting Change ..

1973

$24,856,000

1972

$17,580,000
Extraordinary i te m -  gain on sale o f invest

ment, less incom e tax of $2,447,000 (Note
2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Cumulative e ffect on prio r years o f an ac
counting  change, le ss  in co m e  tax e ffect of

8,018,000

$4,040,000 (Note 2 ) . . . . . . . . . . . . . . . . . . . . . . . . . . 11,552,000

Net Income for the Year........ ............
Net Income A ttributable  to Common 

Shares

$36,408,000 $25,598,000

Net incom e fo r the y e a r . . . . . . . . . . . . . . . . . . . . . . $36,408,000 $25,598,000
Preferred dividend re q u ire m e n ts . . . . . . . . . . . . (13,686,000) (13,692,000)

Income for common shares.................
Average num ber o f com m on shares o u t

standing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$22,722,000

8,985,000

$11,906,000

8,973,000
Per com m on share; 
Primary:
Income before extraord inary item and cu

m ulative e ffect o f accounting change ... $1.24 $.43
Extraordinary i t e m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .90
Cum ulative e ffect of accounting change .. 1.29

Net income.......................................
Fully d iluted;

$2.53 $1.33

Income before extraord inary item and cu
m ulative e ffect of accounting change ... $1.26 $.89

E xtraordinary i t e m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .41
Cum ulative e ffect of accounting change .. .59
Net income........................................
Proform a incom e am ounts assum ing the 

change in accounting method had been 
applied retroactively (Note 2):

$1.85 $1.30

Income before extraord inary i te m .. . . . . . . . . $24,856,000 $15,442,000
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Per com m on share:
Primary:

$24,856,000 $23,460,000

Income before extraord inary i te m .. . . . . . . . . $1.24 $.20
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1.24 $1.09

GATEW AY INDUSTRIES, INC. (DEC)
N otes  to  F in a n c ia l S ta te m e n ts
N o te  B : C h a n g e  in  A c c o u n tin g  M e th o d -  The deferral 

m ethod of accounting for investm ent tax credits was 
adopted in 1973 in recognition of the fact that this 
m ethod m inim izes fluctuations in incom e arising from  
significant changes in the level of capital expenditures, 
such as occurred in 1973. Investm ent tax credits recog
nized in incom e am ounted to $16 ,000 in 1973 and  
$87,000 in 1972. Had the flow -through m ethod been fo l
lowed w ith respect to 1973 investm ent tax credit, net in
com e fo r 1973 w ould have been increased by $134,000  
($.10 per share).

N o te  2 : A c c o u n tin g  C hanges  A s  to  P r in c ip le s  -  E ffec
tive January 1, 1973, expenditures for relining and reha
bilitation of blast furnaces w ere capitalized and will be 
depreciated over the estim ated productive life of the re
spective furnace linings. Prior to 1973 such expen d i
tures w ere charged to cost of products sold in the year 
in which the expenditures w ere incurred. This change in 
accounting principle was m ade to recognize that blast 
furnace relinings last for several years and should be 
charged to the operating costs of the period in w hich  
the related benefits are obtained, resulting in a m ore ap
propriate m atching of revenues and costs. Had this  
change not been m ade, incom e before extraord inary  
item and cum ulative effect of an accounting change  
would have been $4,286,000 ($.48 per share) less for the  
year ended D ecem ber 31, 1973. The cum ulative effect 
o n  p r i o r  y e a r s  o f  t h i s  c h a n g e ,  i n  t h e  a m o u n t  of  
$11,552,000 (after reduction for federal incom e taxes of 
$4,040,000) is included in net incom e for the year ended  
D ecem ber 31, 1973. The proform a am ounts shown on 
the consolidated statem ent of incom e have been com 
puted assum ing retroactive application of the newly

A cc o u n tin g  C h an g es 2 3
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adopted accounting principle. Proforma fully diluted 
earnings per share are not presented pursuant to the 
limitations imposed by the concept of anti-dilution.

As a result of a study conducted during the year, the 
Company adopted a new method for depreciating 1973 
and subsequent steel mill roll acquisitions. The new 
method charges cost, less scrap value, to operating ex
pense over the estimated useful life of the roll on a 
straight-line basis. The majority of rolls purchased have 
an estimated useful life of from 18 to 48 months. Under 
the previous method, the cost of rolls, less scrap value, 
was charged to operating expense in the year of acqui
sition. Had the change not been made in respect of the 
1973 acquisitions, income before extraordinary item and 
cumulative effect of an accounting change, and net in
come, would have been $3,034,000 ($.34 per share) less 
for the year ended December 31, 1973.

Refractory brick and other supplies, previously ex
pensed upon purchase, were included in raw materials 
and supplies inventories at December 31, 1972, thereby 
increasing net income in 1972 by $1,361,000 ($.15 per 
share). This change was made to provide improved cus
todial and financial control over these items. The pro
forma and cumulative effects on net income of prior 
years are not determinable because the necessary data 
are unavailable.

As to Estimates- Effective January 1, 1973 a salvage 
value of 10% of total construction cost was adopted for 
purposes of determining vessel depreciation expense 
for financial reporting purposes. Prior to 1973, a salvage 
value of 17% had been used for computing vessel 
depreciation. In addition, thirteen vessels, reconstructed 
from late 1971 to early 1973, were determined to have an 
estimated remaining life of twenty years from the date of 
their reconstruction. This change, made effective Janu
ary 1, 1973, resulted in an extension of an average of 
approximately six years to the total life expectancy of 
the vessels. Both of the changes were the result of 
studies by the Company based on the nature and com
position of the present fleet of vessels. The net effect of 
these changes was to increase depreciation expense for 
the year ended December 31, 1973 by $857,000 and to 
decrease income before extraordinary item and cumula
tive effect of an accounting change, and net income, by 
approximately $411,000 ($.05 per share).

In the aggregate, the changes as to principles and es
timates described above, resulted in an increase of net 
income and primary earnings per share as follows: 
1973- $6,909,000, $.77 per share: 1972- $1,361,000, 
$.15 per share.

As to Presentation- Criteria for the types of items 
included in determining income before extraordinary 
items in the statement of income has been changed, 
pursuant to Opinion No. 30, adopted in 1973 by the Ac
counting Principles Board of the American Institute of 
Certified Public Accountants. In 1972 the Company sold 
an investment and presented the gain of $8,018,000, net 
of income taxes, as an extraordinary item in conformity 
with accounting principles then generally accepted. In 
1973 two transactions of this same type were included 
in determining income before extraordinary item, in 
conformity with the newly issued opinion; gains of 
$7,593,000 on the sales of investments were included in

the determination of income before extraordinary item. 
The opinion prohibits restating the 1972 financial state
ments. Had the opinion been in effect for 1972, net in
come would have been the same, but income before ex
traordinary item would have been greater by $8,018,000 
($.90 per share).

C h ange in A ccounting  Estim ates

GEO. A. HORMEL & COMPANY (OCT)

Note to Consolidated Financial Statements
Pension P lans- The Company has several pension 

plans covering substantially all of its employees. The 
total pension expense was $7,826,300 for 1973 and 
$8,836,700 for 1972 which includes amortization of prior 
service costs over a period of thirty years from the date 
of inception or date of amendment of the plans. A 
change during the year in the interest assumption had 
the effect of increasing net income by approximately 
$500,000 or $.10 per share. The Company’s policy is to 
fund pension costs accrued. The actuarially computed 
value of vested benefits for all plans as of the most re
cent valuation date exceeded the total of the pension 
funds by approximately $8,880,000.

B U S IN E S S  L IN E  R E PO R TIN G

In Statement No. 2 — Disclosure of Supplemental Fi
nancial Information by Diversified Companies, issued 
September 1967, the Accounting Principles Board com
mented on an “ increasing trend by diversified com
panies to disclose’’ supplemental financial information 
as to the revenue and/or income of their business seg
ments and concluded that further study was necessary 
be fo re  m aking  a d e fin it iv e  pronouncem ent on the 
subject. A pronouncement requiring a diversified com
pany to disclose in its financial statements the revenue

TABLE 1-13: P R E S E N TA TIO N  O F REVEN U E  
IN F O R M A T IO N

Information Presented 1973 1972 1971 1970
By product lin e . . . . . . . . . . . . . . . . . . .  250 218 176 162
By division or subsidiary. . . . . . . .  130 140 144 139
Total foreign sales. . . . . . . . . . . . . . .  119 115 139 116
Sales to government. . . . . . . . . . . . .  38 33 44 53
Sales to particular industry or

type of customer. . . . . . . . . . . . . . .  44 45 29 54
By geographic areas. . . . . . . . . . . . .  27 30 20 17
Total Presentations................  608 581 552 541
Number of Companies
Presenting revenue information 384 382 358 335
Not presenting revenue informa

tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  216 218 242 265
Total.....................................  600 600 600 600
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TABLE 1-14: P R E S E N TA T IO N  OF IN C O M E
IN F O R M A T IO N

In form ation  Presen ted 1973 1972 1971 1970

By product lin e . . . . . . . . . . . . . . . . . . . 149 114 83 59
By division or subsidiary. . . . . . . . 91 98 88 70
Total foreign income. . . . . . . . . . . . . 79 71 97 96
Income attributable to business 

with government, particular in
dustry, or type of customer. . .  20 19 13 17

By geographical areas. . . . . . . . . . . 11 16 12 16

S u b to ta l...................................................
Separate financial statement or

350 318 293 258

summaries for subsidiaries or
groups of subsidiaries. . . . . . . . . 58 68 65 79

Segment of reporting entity oper
ating at a loss. . . . . . . . . . . . . . . . . .  13 28 14 55

Tota l P re s e n ta t io n s ......................... 421 414 372 392

N u m b er of C om panies
Presenting income information.. 280 281 280 270
Not presenting income informa

tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  320 319 320 330

T o t a l ......................................................... 600 600 600 600

and incom e (before incom e taxes and extraord inary  
items) of its business segm ents was considered but not 
issued by the APB. The subject of diversified com pany  
reporting is currently being studied by the Financial A c
counting Standards Board w hich, effective June 30, 
1973, succeeded the APB as the authoritative source of 
accounting pronouncem ents. The SEC requires that 
business segm ent revenue and incom e be disclosed in 
Form 10-K.

Tables 1-13 and 1-14 analyze the types of revenue and  
incom e inform ation for business segm ents disclosed in 
annual reports of the survey com panies. Exam ples of 
disclosures of business segm ent revenue and incom e  
follow .

BELL & H O W ELL C O M P A N Y (DEC) 
F in a n c ia l R e v ie w  (P age  16) 

L in e s  o f  B u s in e ss

Specialized Business Equipment
& Supplies. . . . . . . . . . . . . . . . . . . . . . .

Microimage systems, paper-fold
ing and mail-handling equip
ment, paging equipment and ser
vices, data duplicating and gath
ering equipment and systems, 
and professional film printers
and duplicators. . . . . . . . . . . . . . . . . .

Learning Systems & Materials.... 
Textbooks and multi-media lear

ing publications, training and ed
ucational hardware and related 
materials,micropublishing,video 
and filmed productions for train
ing and communication and re
lated printed materials.

Schools. . . . . . . . . . . . . . . . . . . . . . . . . . .
Resident schools offering career 

training courses in electronics, 
and home study courses offering 
career training in electronics and 
accounting.

Consumer Photo Products.. . . . .
Amateur photographic equip

ment, including 8mm movie cam
eras and projectors, 35mm still 
cameras and projectors and re
lated accessories.

Instrumentation. . . . . . . . . . . . . . . . . . .
Magnetic recorders, oscillo

graphs, sensing devices and 
electronic data readers.

Lines Discontinued or S o ld . . . . .

Sales Earnings
1973 1972 1973 1972

36% 31% 50% 37%

21 19 24 25

18 17 16 26

16 20

9 8

5 (7)
100% 100% 100% 100% 

Earnings are based on operating earnings before fund a
m ental research, corporate adm inistration and other in
com e, interest incom e on long-term  notes receivable  
from  students, interest expense and taxes on incom e. 
International operations, included in the above Lines of 
Business, accounted for 22%  of sales in 1973 and 18%  
in 1972, and contributed 26%  of earnings in 1973 and  
19% in 1972.
All 1972 figures are restated to reflect the acquisition  
of M icro-D esign, Inc.

3 11

7 8
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CONSOLIDATED FOODS CORPORATION (JUN)
Financial Review (Page 7)
Sales and Pre-tax Income by Major Business Classifications (in thousands)

Sales Pre-tax Income

1973 1972 1973 1972
7o to % to % to % to

Amount Total Amount Total Amount Total Amount Total
Home Products and S e rv ic e s ...... $ 560,837 27 $ 469,553 26 $ 57,570 42 $ 52,602 41
Com m ercial Products and Services 123,735 6 113,726 7 14,337 10 12,474 10
A p p a re l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 133,501 7 112,462 6 14,001 10 11,008 9

Total Non-food Operations............ 818,073 40 695,741 39 85,908 62 76,084 60
Food Operations;
Frozen and Processed Foods ...... 648,810 31 552,852 30 30,564 22 26.858 21
Food S erv ices. . . . . . . . . . . . . . . . . . . . . . . . . . . 415,002 20 377,469 21 15,671 11 15,717 13
Soft Drinks and C o n fe c tio n s . . . . . . . . 187,553 9 180,537 10 7,298 5 7,784 6

Total Food Operations.................... 1,251,365 60 1,110,858 61 53,533 38 50,359 40

Total.................................................... 2,069,438 100 1,806,599 100 139,441 100 126,443 100
Add (Deduct):
Intercom pany S a le s . . . . . . . . . . . . . . . . . . .
Other Income (Expense), n e t . . . . . . .

(26,576) (24,097)
1,587 (1,498)

Net Sales and Pre-tax income..... $2,042,862 $1,782,502 $141,028 $124,945

OMARK INDUSTRIES, INC. (JUN)
Financial Review
Sales and Earnings- Favorable sales and earnings 

results for the year and comparisons with the prior year 
are reported and commented upon in other places in 
this report.

Omark’s fourth quarter net earnings of $.39 per share 
compares to last year’s fourth quarter of $.34 or a 15%

increase. It was also the eighth consecutive quarter in 
which net earnings were higher than in a comparable 
period of the preceding year.

Percentage contribution to sales and earnings of con
tinuing operations by product line divisions for the past 
five years are shown in the following table. Contribution 
to earnings is before interest expense, general corpo
rate expense, and income taxes.

Contribution to Sales 
Year Ended June 30

Contribution to Earnings 
Years Ended June 30

Cutting Chain for Chain Saws
1973 1972 1971 1970 1969 1973 1972 1971 1970 1969

Oregon Saw Chain Division.... 
Hydraulic Loaders and Cranes 
Hydraulic Materials Handling

35% 40% 42% 38% 39% 82% 85% 89% 75% 75%

Division. . . . . . . . . . . . . . . . . . . . . . .
Industrial Fastening Systems

20 16 13 15 15 8 4 (4) 3 7

Construction Tools Division.... 12 11 11 11 9 7 7 - - 2 (2)
KSM Welding Systems Division 14 13 14 12 13 1 8 12 8 7
Precision Fastening Subsidiary 
Other

12 14 13 20 19 (11) (13) (6) 12 11

Sporting Equipment Division.. 7 6 7 4 5 13 9 9 — 2

100% 100% 100% 100% 100% 100% 100% 100% 100% 100%
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EG & G , INC.
Financial Commentary (Page 6)

Five-Year Sales and Income by Category of Business
(in thousands)

1973 1972 1971 1970 1969
SALES
Instruments. . . . . . . . . . . . . . . . . . . . . $ 17,015 S 15,124 $ 14,096 $ 13,655 $ 9,841
Components. . . . . . . . . . . . . . . . . . .  33,286 28,628 25,348 26,533 26,119
Biomedical Services. . . . . . . . . . .  5,223 4,384 3,269 2,759 2,108
Environmental Services. . . . . . .  17,665 12,986 10,629 9,369 9,443
Custom Services and Systems 33,067 39,689 37,055 35,944 42,605
AEC Support:

AEC Contract Group. . . . . . .  31,233 31,057 34,909 34,047 32,872
REECo. . . . . . . . . . . . . . . . . . . . . . .  - - -  - - -  - - -  - - -  - - -

O ther. . . . . . . . . . . . . . . . . . . . . . . . . . .  352 2,453 3,959 6,278 5,722
Total....................................... $137,841 $134,321 $129,265 $128,585 $128,710
INCOME
Instruments. . . . . . . . . . . . . . . . . . . . . $ 1,598 $ 1,362 $ 1,397 $ 888 $ 842
Components*. . . . . . . . . . . . . . . . . .  2,885 2,636 2,038 1,926 2,259
Biomedical Services. . . . . . . . . . .  277 52 157 219 76
Environmental Services. . . . . . .  801 1,282 642 493 614
Custom Services and Systems 1,082 814 1,649 911 (3,379)
AEC Support:

AEC Contract Group.. . . . .  906 1,003 1,617 1,521 1,731
REECo. . . . . . . . . . . . . . . . . . . . . .  1,156 1,198 1,161 1,077 985

Other*. . . . . . . . . . . . . . . . . . . . . . . . . . .  (130) (507) (1,739) (359) (480)
Total...................................... $ 8,575 $ 7,840 $ 6,922 $6,676 $ 2,648
* In co m e  from  o p e ra tio n s  and  e q u ity  in in c o m e  of invest
m ents.

Sales and Income by Category of Business- The 
Corporation’s sales and income from operations are 
grouped into six general categories of businesses to fa
cilitate public understanding of what is otherwise a 
complex and often interrelated mixture of markets and 
technical disciplines. The five-year financial history of 
each category is shown here in tabular form; a more de
tailed discussion of the activities in each category ap
pears elsewhere in this report.

In the category of Instruments, the 1973 gains of 13% 
in sales and 17% in operating income are primarily from 
the Company’s nuclear instrumentation products. The 
more diversified Components business also improved, 
with a 16% gain in sales and a 9% gain in income.

A higher contribution to earnings from Biomedical 
Services reflects improvement in the Company’s clinical 
diagnostic laboratory work and in its biomedical re
search activities. Another positive factor was the nonre
currence of start-up costs relative to EG&G’s Health 
Test Centers activity.

In the area of Environmental Services, sales increased 
36% during 1973. Nonrecurring investments of both the 
capital and operating type at a newly acquired subsidi
ary, coupled with the introduction of more conservative 
accounting practices, resulted in reduced operating in
come. These investments were made in Automotive Re
search Associates, Inc., to strengthen the firm ’s opera
tions and to provide a broader base for future growth. 
Another area of technology included in this business 
category concerns environmental measurements and

effects forecasting services, and that activity experi
enced significant growth in both sales and earnings 
during 1973.

Although sales declined 17% in Custom Systems and 
Services, a category comprised primarily of contractual 
work for agencies of the Department of Defense, operat
ing income showed a 33% increase over 1972. The 
sharp increase was the result of improved management 
control techniques, greater selectivity in accepting new 
business, and completion of long-term contracts nego
tiated years earlier and affected by inflation, such as the 
completion in 1973 of the major phase of an Air Force 
Weather Graphics System contract, started in 1966.

As indicated in the preceding five-year table, income 
was slightly lower in the AEC Support category. For the 
AEC Contract Group, this reflects adjustments in the 
contract wherein a major portion of EG&G’s work was 
consolidated into three western facilities under custody 
of the government. This arrangement, which started in 
July, 1972, substantially reduced the Company’s invest
ment and risk in consideration of a lower fee. This seg
ment of the Corporation’s government work is consid
ered an excellent basic business area requiring little 
capital investment.

J IM  W A L T E R  C O R P O R A T IO N  (A U G )

Sales and  Results by Operating Group
1973 1972(a)

(in thousands)
NET SALES AND REVENUES:
Mineral and fiber products g ro u p ...............  $ 366,275 (b)$277,994
Pipe products, g ro u p .......................................  235,455 218,867
Homebuilding g ro u p .........................................  94,246 88,289
Metal and wood products g ro u p .................  219,366 (b)151,413
Stone and concrete products g ro u p .........  36,761 44,009
Paper g ro u p .........................................................  68,491 61,772
Sugar operations................................................  31,143 31,775
Oil and gas o perations .................................... 4,165 5,110
O th e r .......................................................................  12,734 13,792
Consolidated net sale and re v e n u e s .......  $1,068,636 $893,021
CONTRIBUTION TO OPERATING INCOME:
Mineral and fiber products g ro u p ..............  $ 43,542 (b)$ 34,111
Pipe products g ro u p ........................................  26,755 26,361
Homebuilding g ro u p .........................................  19,879 19,458
Metal and wood products g ro u p .................  12,827 (b)11,712
Stone and concrete products g ro u p .........  4,736 2,040
Paper g ro u p .........................................................  1,629 1,989
Sugar operations................................................  746 869
Oil and gas o p e ra tio n s .................................... 1,270 1,195
O th e r .......................................................................  1,337 1,556
Savings and loan operations(c).................... 3,211 2,600

115,932 101,891
Less- Unallocated corporate interest and

other ex p e n s e .................................................  (20,465) (21,070)
Income ta x e s .......................................................  (41,370) (35,569)

Consolidated net in c o m e ............................... $ 54,097 $ 45,252

(a )  R e s ta te d  to  r e f le c t  a c q u is i t io n s  a c c o u n t e d  f o r  a s  
p o o l in g s  o f  in te r e s ts .



28 Section 1: General

(b) Includes operations of Panacon Corporation from 
April 1972, accounted for as a purchase.
(c) Unconsolidated subsidiary.

vision for loss on note receivable) of the parent compa
ny and certain insignificant subsidiaries have not been 
allocated to the various lines of business. These total 
net costs, including interest for the five years, are:  
1969-$3,915,000; 1970-$4,760,000; 1971-$3,870 000- 
1972-$4,033,00; and 1973-$3,093,000.

NATIONAL INDUSTRIES, INC. (DEC)
National Industries’ Lines of Business
The following tables set forth the approximate per

centage of revenues and income contributed by Nation
al Industries’ lines of business for the year ended De
cember 31, 1969 through 1973, and excludes revenues 
and income of businesses discontinued during these 
years.

PERCENTAGE OF TOTAL Year Ended Decem ber 31
SALES & REVENUES (1)

1973 1972 1971 1970 1969
Steel Service Centers and Steel 

Products. . . . . . . . . . . . . . . . . . . . . . 14.1 11.5 9.6 7.5 13.2
Production and Distribution of 

Soft Drink Products. . . . . . . . . 13.4 15.7 17.3 16.4 22.2
Manufacture of Leisure Type 

Headwear and Distribution of 
Sporting Goods, Headwear 
and Apparel. . . . . . . . . . . . . . . . . 4.3 4.5 4.3 4.3 5.0

Processing, Production and 
Distribution of Dairy and Food 
Products. . . . . . . . . . . . . . . . . . . . . . 21.7 23.1 24.9 24.6 36.0

Transportation Services. . . . . . . 3.3 3.1 1.0 1.1 1.7
Energy Products. . . . . . . . . . . . . . . 9.5 6.6 7.1 9.2 16.8
Retailing. . . . . . . . . . . . . . . . . . . . . . . . 32.9 35.0 35.2 36.7 4.4

PERCENTAGE OF INCOME Year Ended December 31
BEFORE CERTAIN ITEMS (2|

Steel Service Centers and Steel
Products. . . . . . . . . . . . . . . . . . . . . . . . .  28.6 24.4 9.9 7.7 22.6

Production and Distribution of
Soft Drink Products. . . . . . . . .  3.1 5.8 30.0 40.5 48.0

Manufacture of Leisure Type 
Headwear and Distribution of 
Sporting Goods, Headwear
and Apparel. . . . . . . . . . . . . . . . . . . . .  15.8 29.4 17.8 21.3 18.4

Processing, Production and 
Distribution of Dairy and Food
Products. . . . . . . . . . . . . . . . . . . . . . . . .  (1.2) (2.4) 18.0 23.9 15.3

Transportation Services. . . . . . .  11.3 21.0 3.9 5.1 7.3
Energy Products... . . . . . . .. . . . . . . .  17.5 16.4 15.1 22.7 26.2
Retailing. . . . . . . . . . . . . . . . . . . . . . . . . . .  47.4 64.4 42.4 37.7 16.1
(1) The percentage of total sales and revenues of the 
parent company, certain insignificant subsidiaries and 
the gain on sale of investment of $1,610,000 in 1973 are 
not reflected in this table.
(2) Income before income taxes, minority interest, in
come or loss from discontinued operations and extraor
dinary items. The percentages of income before certain 
items total more than 100 per cent because the income 
(including the 1973 gain on sale of investment) and ex
penses (including interest and a portion of the 1973 pro-

McGRAW-HILL, INC. (DEC)
Notes to Consolidated Financial Statements 

Note 2: Revenue and income by organizational unit
1973 1972

($ thousands)

Operating revenue:
Books and education services...................... $216,457 $204,503
Publications and research services............. 134,115 120,894
Information system s........................................... 60,002 55,685
Financial services............................................... 36,026 36,796
Broadcasting operations................................. 23,664 12,204

$470,264 $430,082
Income before taxes on income, minority 

interests, and extraordinary items:
Books and education services...................... $23,618 $21,173
Publications and research services............. 13,004 7,391
Information system s........................................... 13,115 11,647
Financial services............................................... 4,079 4,057
Broadcasting operations................................. 2,955 1,513

56,771 45,781
Headquarters building sublease operations 

(Note 3 ) .............................................................. (3,103) (665)

$53,668 $45,116

The Broadcasting operations were acquired on June 
1, 1972, and their 1972 results are for the seven months 
ended December 31, 1972.

To arrive at an approximation of income for purposes 
of the above presentation, common costs generally have 
been allocated to organizational units on the basis of 
operating revenue, with the exception of interest on the 
unamortized purchase price for the television stations 
which has been charged directly against Broadcasting 
operations.

Income from investment advisory services is less than 
one per cent of consolidated operating revenue.

THE QUAKER OATS COMPANY (JUN)
Financial Information (Page 17)

Sales and Operating Income by G roups- There were 
significant upward trends in all four operating groups, 
as discussed in the respective Group sections earlier in 
this report. Particularly important is the planned im
provement in the Grocery Products businesses. Ac tual 
data is:
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M illion of Dollars 
(Year Ended June 30)

1973 1972 1971
SALES*
Grocery Products G r o u p . . . . . . . . . . . . . . . . .  $528.1 $484.1 $449.6
International Grocery Products G roup 133.9 106.7 87.0
Toys and Recreational Products G roup 224.7 116.8 81.9
Industria l and Institu tiona l Products 

G ro u p . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  104.1 87.6 83.4
Total..........................................................  $990.8 $795.2 $701.9
OPERATING INCOME*
Grocery Products G r o u p . . . . . . . . . . . . . . . . .  $51.1 $43.5 $43.2
International Grocery Products G roup 6.8 5.3 5.2
Toys and Recreational Products G roup 31.9 22.8 13.6
Industria l and Institu tional Products 

G ro u p . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6.7 5.6 4.3
Total....................  $96.5 $77.2 $66.3
Less interest expense ( n e t) . . . . . . . . . . . . . .  11.0 6.6 5.5
Income before income taxes..............  $85.5 $70.6 $60.8
*Prior years’ data is restated to reflect the 1973 shift of 
organizational responsibility for industrial and govern
mental cereals business from the Industrial and Institu
tional Products Group to the Grocery Products Group, 
and refinements in the allocation of certain costs be
tween groups.

REXNORD INC. (OCT)

Five Year Sum m ary o f Operations (Page 17) 
Major Lines of Business

NET SALES BY LINE OF BUSI
NESS

Power Transmission Compo
nents . . . . . . . . . . . . . . . . . . . . . . . . . .

Process Machinery. . . . . . . . . . . .
Environmental Control Equip

ment . . . . . . . . . . . . . . . . . . . . . . . . . . .
Material Handling Equipment.
Construction Machinery.. . . . .
Foreign Operations (1 ) .......
Other Divisional Operations (2)

PRE-TAX INCOME BY LINE OF 
BUSINESS

Power Transmission Compo
nents . . . . . . . . . . . . . . . . . . . . . . . . . .

Process Machinery. . . . . . . . . . . .
Environmental Control Equip

ment . . . . . . . . . . . . . . . . . . . . . . . . . . .
Material Handling Equipment.
Construction Machinery... . . .
Foreign Operations (1 ) .......
Other Divisional Operations (2)

Other non-classified income
and (expense), net. . . . . . . . . . .

Income before taxes. . . . . . . . . .

33%
17

7 
15
8 
9 

11
100%

25%
37

8
17
5
9

(1)
100%

1970 1969
$126

48

18
47
27
24
34

$324

$10.4
7.8

1.4
3.4

2.2
( .1)

25.1

39%
15

6
15
8
7

10
100%

41%
31

6
14

9
(1)

100%

$115
43

41%
15

14 5
46 16
32 11

33 12
283 100%

11.5 
6.6

.7
3.5 
1.8

1.3
25.4

45%
26

3
14
7

5
100%

( 1.6) .2 
$23.5 $25.6

(2) Includes diesel engines, railroad track maintenance 
equipment, specialty fasteners, agricultural knives and 
air pollution control equipment. In July 1, 1973, the 
company announced the discontinuance of the diesel 
engine business.

(1) In 1971 the company consolidated all principal for
eign subsidiaries and restated results for 1970 on a 
comparable basis. Sales and income before provision 
for taxes on income for such previously unconsolidated 
foreign operations for the year 1969 was not significant.

(M illions o f Dollars)

1973 1972 1971
$155 35% $131 36% $113

62 14 50 14 58

32 7 24 6 22
55 13 51 14 52
36 8 33 9 27
59 13 35 10 32
43 10 40 11 35

$442 100% $364 100% $339

$17.7 60% $12.4 49% $5.7
7.7 26 6.1 24 8.2

1.9 7 1.6 6 1.8
.7 3 1.5 6 3.8

2.2 7 2.1 8 1.1
(3.0) (10) .2 1 2.0

2.1 7 1.5 6 (.2)
29.3 100% 25.4 100% 224

(1.3) (.4) (.3)
$28.0 $25.0 $22.1
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THE PILLSBURY COMPANY (MAY)
Sales and Earnings Breakdown (Page 4)

To facilitate an understanding of the various busi
nesses in which Pillsbury is engaged, a breakdown of 
our sales and earnings by the five major areas of our 
business, is on the opposite page.

The earnings shown for each business represents its 
contribution to profit before costs of long-term debt, 
before certain unallocated corporate charges, and be

fore taxes. Interest expenses on seasonal borrowings 
are included as operating expenses for each business. 
In the earnings breakdowns shown in previous annual 
reports this latter item was included with unallocated 
corporate expenses.

Sales and earnings for the poultry business have been 
broken down into two components to more accurately 
reflect the contribution to earnings of Pillsbury Farms’ 
fresh poultry business. The further processed programs 
were discontinued last in fiscal 1973.

Sales and  Earnings by Business  (D o l la r s  in  m i l l io n s )
1 9 7 2  a n d  p r io r  y e a r s ’ f ig u r e s  h a v e  b e e n  r e s ta te d  to  in c lu d e  o p e r a t io n s  o f  a c q u ir e d  c o m p a n ie s  a c c o u n t e d  f o r  a s  p o o l 
in g s  o f  in te r e s ts  a n d  th e  c h a n g e  in  th e  e x p e n s e  a l lo c a t io n  m e th o d  in  1 9 7 3 .

Net sales Contribution to Earnings
(Excluding interbusiness sales) (Estimated breakdown between businesses)

F isca l Y e a rs : 1973 1972 1971 1970 1969 F isca l Y e a rs : 1973 1972 1971 1970 1969
Consumer Food Products

$299.4 $272.4 $267.6 $267.8 $246.5 $22.4 $20.1 $20.0 $23.3 $18.4
36.7% 37.8% 38.1% 39.5% 39.8% 39.4% 43.8% 57.0% 47.7% 47.4%

Refrigerated fresh dough products, prepared baking mixes, frosting mixes, family flour, noncaloric sweeteners proc
essed potatoes, instant breakfast, nutritional snacks, powdered drink mixes and gravy mixes marketed through retail 
grocery stores. Also includes Pillsbury Playthings since 1972.
Agri-Products $2.0

21.1% 21.8% 22.4% 21.1% 22.7% 26.2% 22.4% 30.2% 16.8% 5.2%
Flour, prepared baking mixes and equipment for the commercial baking industry and the institutional food market, 
commodity merchandising, milling by-products, formula feeds and paper products.
Restaurants (a)

$138.7 $109.5 $94.0 $75.9 $49.5 $13.9 $12.6 $11.5 $9.5 $7.0
17.0% 15.2% 13.4% 11.2% 8.0% 24.4% 27.5% 32.7% 19.4% 18.0%

Operations of company operated Burger King restaurants, initial franchise fees earned, royalties from franchised res
taurants, rental income, and sale of restaurant equipment and operating materials and supplies. Also includes Poppin 
Fresh Pie Shop operations since fiscal 1970.

Poultry

(a) Does not include sales by Burger King franchised restaurants of approximately $250.9 million in fiscal 1973, $201.6 
million in fiscal 1972, $169.4 million in fiscal 1971, $144.8 million in fiscal 1970, and $101.2 million in fiscal 1969.
(b) Includes corporate administrative expense, interest on long-term debt, and other income and expense items of 
a general corporate nature not readily allocable to separate businesses.

Fresh p ro d u c ts . . . . . . . . . . . . . . . . . .  $107.7 $95.2 $101.8 $107.2 $100.8
Further P rocessed. . . . . . . . . . . . .  4.4 5.0 5.5 - - - - - -  - - - - -

$112.1 $100.2 $107.3 $107.2 $100.8
13.7% 13.9% 15.3% 15.8% 16.3%

Fresh broiler chicken products marketed through retail grocery outlets and industrial channels. Further processed 
broiler chicken products were discontinued in late fiscal 1973.

$5.6 $2.5 $(4.7) $4.5 $5.8
(3.0) (2.9) (3.7) - - -  - - -
$2.6 $(0.4) $ (8.4) $4.5 $5.8

4.6% (.9 )%  (23.9)% 9.2% 15.0%

$4.8 $4.3 $3.3 $3.0 $5.6
8.4% 9.4% 9.5% 6.1% 14.4%

$(1.7) $(1.0) $(1.9) $.4 $ - -
(3.0)% (2.2)% (5.4)% .8% - - %

International
$86.3 $77.2 $75.1 $74.6 $78.9

10.6% 10.7% 10.6% 10.9% 12.7%
Operations of foreign subsidiaries and exports from the United States

Other Products and Services
$7.4 $4.6 $1.1 $3.1 $3.1

9% .6% .2% .5% .5%
New Venture developments including Souverain Cellars, Inc., European Flower Markets and the publication of maga
zines.
Totals

$816.3 $721.5 $702.8 $678.5 $619.5
100.0% 100.0% 100.0% 100.0% 100.0%

$56.9 $45.9 $35.1 $48.9 $38.8
100.0% 100.0% 100.0% 100.0% 100.0%

$(16.0) $(12.8) $(10.1) $(8.2) $(5.7)

$40.9 $33.1 $25.0 $40.7 $33.1

Corporate expense and in
come, net (b ) . . . . . . . . . . . . . . . . . .

Earnings before taxes and ex
traordinary ite m s . . . . . . . . . . . . .
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C O N S O L ID A T IO N  O F S U B S ID IA R IE S

ARB No. 51 states in part:

1. There is a presumption that consolidated 
statements are more meaningful 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 controlling fi
nancial interest in the other companies.

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

Paragraphs 2 and 3 of ARB No. 51 and paragraph 8, 
Chapter 12 of ARB No. 43  discuss circumstances under 
which a subsidiary should not be consolidated.

This year, as in previous years, there is no uniform 
procedure followed by the survey companies with re
gard to the amount of disclosure made about consolida
tion policy. In many instances, the consolidation policy 
is not stated but can be determined by observing the 
nature of nonconsolidated subsidiaries or the fact that 
there is no investment in nonconsolidated subsidiaries.

TA BLE 1-16: C O N S O L ID A T IO N
P O L IC IE S -D O M E S T IC  A N D  C A N A D IA N  
S U B S ID IA R IE S  EN G A G ED  IN  F IN A N C E

TA BLE 1-15: C O N S O L ID A T IO N
P O L IC IE S -D O M E S T IC  A N D  C A N A D IA N  
S U B S ID IA R IE S

Exclusions From Consolidation 1973 1972 1971 1970
Based on nature of business:

Finance Related*. . . . . . . . . . . . . . . . . . . .  139 128 123 104
Real estate. . . . . . . . . . . . . . . . . . . . .  28 25 25 19
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . .  15 7 23 14

Subsidiaries less than 100%
owned. . . . . . . . . . . . . . . . . . . . . . . . . . .  19 24 28 47

Canadian subsidiaries.. . . . . . . . . .  - -  - -  5 4
Insignificant or inactive subsidi

aries . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  57 52 75 58
Other, or basis not stated. . . . . . .  18 16 14 30
Total............................................ 276 252 293 276
Number of Companies
All domestic and Canadian sub

sidiaries consolidated. . . . . . . . . .  400 398 382 376
Certain domestic and Canadian

subsidiaries not consolidated.. 188 191 205 207
No indication of domestic or Ca

nadian subsidiaries, or no con
solidated statements.. . . . . . . . . .  12 11 13 17

Total............................................ 600 600 600 600
*See Table 1-16.

O P E R A T IO N S

Type of Subsidiary-1973
C o n so l

idated
Not co n 
solidated Total

Finance co m p a n ie s .. . . . . . . . . . . . . . 16 78 94
Insurance c o m p a n ie s .. . . . . . . . . . . 2 31 33
Banks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 14 14
Leasing c o m p a n ie s . . . . . . . . . . . . . . . - - 16 16
Totals............................................ 18 139 157
Number of Companies 1973 1972 1971 1970
Consolidating all finance-related 

subsidiaries. . . . . . . . . . . . . . . . . . . . . 12 15 21 33
Excluding from consolidation all 

finance-related subsidiaries... 102 100 96 79
Consolidating some but not all, 

finance-related subsidiaries... 5 4 3 4
No domestic or Canadian fi

nance-related subsidiaries. . . . . 481 481 480 484

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

Tables 1-15 and 1-17 summarize respectively the con
solidation policies regarding domestic and Canadian 
subsidiaries and foreign subsidiaries. Table 1-16 com
plements Table 1-15 by showing the types of noncon
solidated and consolidated finance-related subsidiaries. 
For the purpose of the aforementioned tabulations a 
subsidiary is a company described in an annual report 
as a subsidiary or as more than 50 per cent owned by its 
parent company. Notes to financial statements dis
cussing consolidation policies follow.

Exclusion B ased  On G eograph y

EX-CELL-0 CORPORATION (NOV)

Notes to Consolidated Financial Statements
Note 1 (in part): Significant Accounting Policies: Prin

ciples of Consolidation- Consolidated financial state
ments include the accounts of Ex-Cell-0 Corporation, 
all domestic subsidiaries and subsidiaries in Canada, 
England and West Germany with all significant inter
company balances and transactions eliminated. Invest
ments in foreign subsidiaries operating in India and 
Italy, which subsidiaries are not material, together with 
investments in companies less than 50% owned, are 
recorded on the equity method.

NATIONAL CAN CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note A (in part): Statement of Accounting Policies: 

Principles o f Consolidation -  The consolidated financial 
statements include the accounts of the Corporation and 
all subsidiaries engaged in domestic operations. The in-
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TA B LE 1-17: C O N S O L ID A T IO N
P O L IC IE S -F O R E IG N  S U B S ID IA R IE S

Exclusions from Consolidation 1973 1972 1971 1970
All foreign subsidiaries. . . . . . . . . . 16 20 29 33
Foreign subsidiaries in certain 

countries. . . . . . . . . . . . . . . . . . . . . . . . 17 21 23 17
Subsidiaries less than 100% 

owned. . . . . . . . . . . . . . . . . . . . . . . . . . . 20 19 27 43
Based on nature of business. . . 14 12 13 8
Insignificant or inactive subsidi

aries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 56 53 61 49
Other bases . . . . . . . . . . . . . . . . . . . . . . . 8 6 7 9
Basis for exclusion not stated ... 10 12 9 27

Total..................................... 141 143 169 186
Number of Companies
All foreign subsidiaries consoli

dated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 247 248 229 185
Certain foreign subsidiaries not 

consolidated. . . . . . . . . . . . . . . . . . . . 137 122 125 144
Consolidation policy not determi

nable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 14
No foreign subsidiaries consoli

dated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 20 29 33
No indication of foreign subsidi

aries ....  . . . . . . . . . . . . . . . . . . . . . . . . 200 210 215 224

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

vestments in subsidiaries engaged in international oper
ations are carried at cost plus equity in earnings since 
acquisition. All significant intercompany transactions 
and accounts have been eliminated in consolidation.

Note C: International Operations- International oper
ations include subsidiaries in England, Italy, Greece, Cy
prus and Puerto Rico. The combined condensed bal
ance sheets of National Can Overseas Corporation and 
its subsidiaries at November 30 and National Can Puerto 
Rico, at December 31 are summarized below.

Assets;
1973 1972

Current a s se ts .................................................... . $17,229,498 $13,421,566
Other tangible a s s e ts ...................................... 14,387,244 11,506,460
Intangible assets and deferred c h arg es ... 6,957,642 5,882,945

Liabilities and equity;
$38,574,384 $30,810,971

Current liab ilities................................................
5⅜% bonds due 1987:

$17,298,170 $15,436,866

Due National Can C orporatio n ............... .. 5,368,000 5,363,000
Due o th e rs ..................................................... 1,632,000 1,637,000

Other long-term d e b t ...................................... 6,666,716 2,018,234
Deferred income ta x e s .................................... 114,000 —

Due National Can C o rp o ratio n .................... 4,235,695 2,528,440
Minority in te res t................................................ 2,056,090 2,177,206
Capital s to c k ....................................................... 3,000,000 3,000,000
Accumulated deficit........................................... . (1,796,287) (1,349,775)

$38,574,384 $30,810,971
T h e  n e t  l o s s  o f  t h e  i n t e r n a t i o n a l  o p e r a t i o n  w a s

$ 4 4 6 ,5 1 2  f o r  1 9 7 3  a n d  $ 6 8 7 ,9 6 3  f o r  1 9 7 2 , in c lu d in g  in -

terest charges from the Corporation of $518,228 and 
$342,077, respectively.

The balance sheet and comments regarding opera
tions results for 1972 have been restated to include the 
accounts of National Can Puerto Rico.

Intangible assets include $5,713,243 of excess pur
chase price over net assets acquired; management be
lieves there has been no diminution in value, and ac
cordingly, such amounts are not being amortized at the 
present time. Management is of the opinion that the in
ternational operations will be profitable in future years.

Included in other long-term debt in 1973 are notes 
payable in the amount of $3,800,000 guaranteed by Na
tional Can Corporation.

The 5⅜ % bonds of National Can Overseas Corpora
tion are guaranteed by the Corporation and are convert
ible into common stock of the Corporation at $19.25 per 
share. At D ecem ber 1973, the C o rp o ra tio n  owns 
$5,368,000 of these bonds which were received upon 
conversion into common stock.

The Corporation has guaranteed payment by National 
Can Puerto Rico of the five year sinking fund for the re
tirement of preferred stock and the payment of divi
dends thereon. At December 31, 1973, $1,200,000 
of p re fe r re d  s to ck  was o u ts ta n d in g . A lso, up to 
$2,000,000 of amounts due the Corporation have been 
subordinated to a bank loan. Under the terms of the ac
quisition agreement for the Puerto Rican operation, ad
ditional payments of stock and cash are contingent on 
the earnings of the acquired company through 1976; no 
additional payments will be made as a result of current 
operations.

SEABOARD ALLIED MILLING CORPORATION (MAY)
Notes to Consolidated Financial Statements
Note 1 (in part): Principles of Consolidation and In

vestment in A ffilia tes- The consolidated financial state
ments include the accounts of the Company, its wholly- 
owned domestic subsidiary, its wholly-owned Western 
Hemisphere Corporation and Seaboard Overseas Limit
ed, a wholly-owned Bahamian corporation. All inter
company transactions have been eliminated. The excess 
of the Company’s equity in the net assets of these sub
sidiaries over the investments at cost, amounting to 
$4,577,782 at June 2, 1973, represents the subsidiaries’ 
undistributed earnings since date of acquisition. The 
majority-owned foreign subsidiaries have not been con
solidated, and the investments in such subsidiaries have 
been carried at cost, since their operations are conduct
ed in relatively less developed countries.

Investments in the 50%-owned joint ventures and 
domestic subsidiary are carried at the Company’s equity 
in their net worth. The Company’s equity in the net 
earnings of these subsidiaries has been reflected in 
other income.

Note 6: Investment in Foreign Subsidiaries- The in
vestment in foreign subsidiaries, not consolidated, rep
resents advances to and ownership of 49% to 100% in
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terests in five foreign milling subsidiaries and in a for
eign shrimping subsidiary. The investments in these 
subsidiaries are carried at cost, which based upon the 
latest available unaudited financial statements, was less 
than the Company’s equity in the foreign subsidiaries’ 
net worth. Such financial statements disclose assets 
and liabilities (including intercompany advances) of 
these  s u b s id ia rie s  a g g re g a tin g  $16,094,543 and 
$12,203,339, respectively. Sales to foreign subsidiaries 
not consolidated, which are included in net sales in the 
statement of consolidated earnings, for the periods 
ended June 2, 1973 and June 3, 1972 amounted to 
$9,230,543 and $5,684,500, respectively.

SHELL OIL COMPANY (DEC)
Accounting Policies

Principles of Consolidation—  The financial state
ments include the accounts of Shell Oil Company (here
inafter referred to as “ Company” ) and all of its wholly 
owned subsidiaries. All companies acquired have con
sistently been accounted for as purchases; goodwill, if 
any, is amortized over a period of benefit which has not 
exceeded ten years.

The only subsidiary of Shell not wholly owned is Butte 
Pipe Line Company (51% owned), and the investment 
therein, plus the investments in less than majority 
owned companies in which Shell has a voting stock in
terest of 20% or more, are carried at equity in underlying 
net assets. Investments in less than 20% owned com
panies are carried at cost with dividends recorded in in
come as received.

Exclusion B ased  On O w nersh ip

ALUMINUM COMPANY OF AMERICA (DEC)
Summary of Significant Accounting Policies
Principles of Consolidation -  The consolidated finan

cial statements include the accounts of Alcoa and its 
wholly owned subsidiaries, except for real estate devel
opments. Investments in subsidiaries less than wholly 
owned and companies and entities owned 20 percent or 
more and in real estate developments are stated at cost, 
adjusted for Alcoa’s equity in their results of operations 
since dates of acquisition. Other investments are carried 
at cost.

All material intercompany transactions have been 
eliminated.

Notes to Financial Statements
Note B: Consolidated Subsidiaries- The consoli

dated balance sheet includes net assets of wholly 
owned foreign subsidiaries and subsidiaries which are 
Western Hemisphere trade corporations (principally lo
cated in islands of the Caribbean and in South America), 
expressed in U.S. currency, as follows:

Current a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
C urrent lia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Dec. 31 
1973

$171,452
33,768

Dec. 31 
1972

$125,695
26,537

Working capital.............................................
In ve s tm e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Properties, plants and equipm ent, n e t .. . .
Other assets and deferred c h a rg e s . . . . . . . . .

137,684
84,196

299,328
26,709

99,158
90,707

300,041
25,703

Other l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
410,233

17,512
416,451

18,319
392,721 398,132

$530,405 $497,290
Revenues from customers of these subsidiaries for 

1973 and 1972 were $289,259 and $208,571, respective
ly. The portion represented by products manufactured 
by Alcoa in the U.S. was 46 percent for 1973 and 42 per
cent for 1972. The percentage of income before taxes 
on income from such revenues was greater than that re
alized on consolidated revenues.

Exclusion B ased On N atu re  O f B usiness

CERTAIN-TEED PRODUCTS CORPORATION (DEC)

Notes to Financial Statements
Note 1 (in part): Significant Accounting Policies are 

summarized as follows: Principles of Consolidation-  
The consolidated financial statements include the ac
counts of the Company and all significant subsidiaries 
except Valley Forge Corporation (“ VFC” ), since VFC’s 
construction and real estate development activities are 
dissimilar to the other operations of the Company. Cer
tain condensed consolidated financial information of 
VFC and consolidated subsidiaries is shown in Note 2. 
The Company’s investments in unconsolidated subsidi
aries and associated companies (ownership interests of 
50 percent or less) are accounted for by the equity 

m ethod. Intercompany items and transactions have 
been eliminated in consolidation and in recording equi
ty in operating results of unconsolidated subsidiaries 
and associated companies.

THE DOW CHEMICAL COMPANY (DEC)

Accounting Principles

Consolidation—  The accompanying consolidated 
statements include the assets, liabilities, revenues and 
expenses of all significant subsidiaries except for a 
bank and insurance company, both wholly owned. Be
cause of the nature of their operations, the accounts of 
the bank and insurance company are not consolidated. 
However, their earnings are included in consolidated 
net income under the equity method of accounting.

Investments in companies which are 20%-50% owned 
are carried on the equity basis. Other investments are 
carried at cost less reserves, where applicable.
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Summary of Significant Accounting Policies

Consolidation —  The financial statements and accom
panying data in this report include a consolidation of 
Honeywell Inc. and subsidiaries except finance and real 
estate affiliates whose financial operations are dissimi
lar to manufacturing operations of the consolidated 
group. All consolidated subsidiaries are wholly-owned 
except for Honeywell Information Systems Inc. (HIS) 
which is owned 81.5% and the Honeywell Bull Group 
which is owned 66% by HIS. All material transactions 
between the parent and affiliated companies are elimi
nated in consolidation.

Honeywell’s investment in nonconsolidated subsidiar
ies and companies owned 50% or less is adjusted to re
flect its equity in accumulated undistributed net income.

In the Summary of Income, the income before taxes 
of nonconsolidated finance companies, which is derived 
substantially from Honeywell, has been offset against 
interest expense and the related income taxes are in
cluded in the taxes on income.

HONEYWELL INC. (DEC)

SUN OIL COMPANY (DEC)
Notes to Financial Statements

Summary of Significant Accounting Policies (in part): 
Principles of Consolidation —  The consolidated financial 
statements include the accounts of all subsidiaries 
(owned more than 50 per cent), except six subsidiaries 
engaged in leasing activities, a subsidiary engaged in fi
nancing certain receivables of the Company and a 
subsidiary engaged in insuring certain risks of the com
pany. The accounts of these subsidiaries are not in
cluded in the consolidated financial statements because 
of the nature of their businesses. In the aggregate, these 
companies do not constitute a significant subsidiary.

Investments in affiliated (20 to 50 per cent owned) 
companies and unconsolidated subsidiaries are carried 
at equity in net assets.

TIME INCORPORATED (DEC)
Notes To Financial Statements
Summary of Significant Accounting Policies (in pa rt)- 

The consolidated financial statements include the ac
counts of the Company and its significant majority- 
owned subsidiaries, except Lumbermen’s Investment 
Corporation, which has not been consolidated since its 
mortgage banking and real estate investment operations 
are dissimilar to the other operations of the Company. 
Unconsolidated subsidiaries and companies 20% to 50% 
owned are reflected in the financial statements on the 
equity basis, and the Company’s equity in their income 
before income taxes and net income respectively, is in
cluded in Other Income-Net.

AMERICAN HOME PRODUCTS CORPORATION (DEC)

Notes To Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies: Principles of Consolidation -  The accompany
ing consolidated financial statements include the ac
counts of the Company and its subsidiaries. All signifi
can t intercom pany transactions and accounts have 
been eliminated in consolidation.

Note 2: Foreign Operations- The financial state
ments include net foreign assets at December 31, 1973 
and foreign net income for the year ended as shown 
below. Comparable foreign net income for the year 
ended December 31, 1972 was $48,113,000.

Net Net
Assets Income

Locations:
C anada...................................................................  $ 40,013,000 $ 11,510,000
England, India, Western E u ro p e...............  57,143,000 32,840,000
Latin A m e ric a ...................................................... 35,776,000 11,219,000
Australia, New Zealand, South Africa, Far 

E ast...................................................................... 19,837,000 7,205,000

152,769,000 62,774,000
Provision for foreign losses and exchange 

ad justm ents........................................................... 9,500,000 2,000,000

$143,269,000 $ 60,774,000

Consolidation Of All Subsidiaries

ARMSTRONG CORK COMPANY (DEC)
Financial Review
The consolidated financial statements and the ac

companying data in this report include the accounts of 
the parent Armstrong Cork Company and its domestic 
and foreign subsidiaries. All significant items relating to 
transactions between the parent and subsidiaries and 
between subsidiaries are eliminated from consolidated 
statements. The parent company adjusts the carrying 
value of its investment in subsidiaries to reflect changes 
in net equity of such subsidiaries.

Consolidated Foreign Subsidiaries- Significant as
sets and liabilities at December 31;

1973 1972
($ thousands)

Current a s s e ts ....................................................  $ 65,708 $ 50,171
Current liab ilities.................................. .............  34,725 24,845

Net working capital......................... 30,983 25,326
Plant and other assets ..................................... 50,836 45,330
Long-term d e b t .................................... .............  24,910 21,850

N e t  s a le s  a n d  e a r n in g s  f o r  y e a r s  e n d e d  D e c e m b e r  3 1 :

1973 1972
($ thousands)

Net sa les................................................................  $130,816 $101,767
Earnings before exchange adjustments and

income ta x e s ...................................................  15,724 11,023
Net e a rn in g s ...................................... ...............  8,168 5,144
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XEROX CORPORATION (DEC)

Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies (in part): 

Basis of Consolidation- All subsidiaries are consoli
dated in the financial statements. The accounts of Latin 
American subsidiaries and Rank Xerox Limited and its 
subsidiaries are included on the basis of their fiscal 
years ending November 30 and October 31, respectively. 
Rank Xerox Limited, a majority-owned subsidiary, owns

50% of the outstanding stock of Fuji Xerox Co., Ltd., a 
corporate joint venture whose fiscal year ends October 
20; this investment is accounted for by the equity meth
od.

International Operations- A summary of the operat
ing results and financial position of the Company’s in
ternational operations is set forth below;

Rank Xerox 0ther Total

($ m illions)
1973 1972 1973 1972 1973 1972

OPERATING RESULTS.
Total operating revenues $ 909 $678 $285 $212 $1,194 $890
Income before outside shareholders’ interests 180 139 33 28 213 167

Outside shareholders’ interests 63 50 3 3 66 53

Net income
FINANCIAL POSITION

$ 117 $ 89 $ 30 $ 25 $ 147 $114

Current assets 391 215 116 79 507 294
Rental equipm ent 436 338 179 126 615 464
Other assets 258 194 41 19 299 213

Total assets $1,085 $747 $336 $224 $1,421 $971
C urrent liabilities 415 264 76 85 491 349
Other liabilities 257 196 30 14 287 210
Outside shareholders’ interests 154 107 9 9 163 116
Xerox C orporation interest 259 180 221 116 480 296

Total liabilities and shareholders’ interests $1,085 $747 $336 $224 $1,421 $971

Certain adjustments, including conforming deferred 
tax accounting to the U.S. method and providing a re
serve for currency fluctuations, have been made in the 
above summary. In the consolidated financial state
ments, selling, service, administrative and general ex
penses include a $7,743,000 net loss on exchange ad
justments for 1973 ($280,000 in 1972) and a $13,000,000

provision for the effect of currency fluctuations subse
quent to subsidiaries’ fiscal year ends. The related re
serve is included in current liabilities.

Rank Xerox Limited’s share of Fuji Xerox Co., Ltd.’s 
net income amounted to $8,715,000 in 1973 ($6,786,000 
in 1972) and is included in other income.

MIDWEST RUBBER RECLAIMING COMPANY (OCT)
Statement of Accounting Policies
Principles of Consolidation -  The consolidated finan

cial statements include the accounts of the company 
and all its subsidiaries. UMAC-Midwest, N.V., a foreign 
subsidiary, and Hoover-Hanes Rubber Corporation are 
both wholly-owned. The accounts of the foreign subsi
diary have been translated to U.S. dollars at rates of ex
change prevailing at the end of the year or at historical 
rates of exchange as appropriate, and the unrealized 
gain on translation has been deferred in the balance 
sheet against future exchange fluctuations.

The excess of cost of the investment in the company’s 
subsidiaries over net assets at date of acquisition is 
$897,227. Management believes its investment in these

subsidiaries is stated fairly and there are no reasons to 
expect any significant decrease in their value in the 
foreseeable future. Therefore, the company does not 
presently contemplate amortization of any portion of the 
above item.

Notes to Consolidated Financial Statements
Note 2: Foreign Subsidiary- Amounts included in the 

Consolidated Balance Sheets at October 31, 1973 and 
1972, respectively, related to the consolidated foreign 
subsidiary were as follows: current assets- $813,967 
and $725,735, net plant investment- $567,671 and 
$510,499, current liab ilities- $395,312 and $257,751, 
deferred income taxes- $28,000 and $31,000.
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L  S. STARRETT COMPANY (JUN)
Notes to Financial Statements
Principles o f Consolidation -  The consolidated finan

cial statements include the accounts of The L. S. Ster
rett Company and its active subsidiaries (all of which are 
wholly-owned), namely The L. S. Sterrett Co. of Canada 
Limited and Herramientas de Precision, S.A. de C.V. 
(Sterrett) Mexico, for the years ended June 30, Industria 
e Comercio L. S. Sterrett S.A. (Brazil) for the years 
ended April 30, and The L. S. Sterrett Company Limited 
(Scotland) for the years ended May 31. All significant in
tercompany items have been eliminated.

As of September 30, 1972 the Company sold for ap
proximate book value the assets of Rhode Island Tool 
Company, Inc., its wholly-owned subsidiary. Operations 
for the year ended June 30, 1972 and the three months 
ended September 30 are included in the accompanying 
financial statements. This transaction does not materi
ally affect the reported data.

The financial statements of the foreign subsidiaries 
have been translated into U.S. dollars as follows; prop
erty, plant and equipment and depreciation thereon at 
the average rate of exchange in effect at the time of 
construction or acquisition and all other assets, liabili
ties, income and expense at the approximate rates of 
exchange at June 30, 1973 and 1972. The net underlying 
assets of the foreign subsidiaries, included in the con
solidated balance sheet of the Company at June 30, 
1973, amounted to $7,575,000 and $6,170,000 at June 
30, 1972.

such companies are reflected as a reduction of the in
vestment. The carrying value of these investments ap
proximates the underlying equities in net assets.

Notes to Consolidated Financial Statements
Note 2: Consolidated Subsidiaries- The accompany

ing financial statements include the following amounts 
with respect to consolidated foreign subsidiaries, with
out giving effect to eliminations arising from transac
tions between these subsidiaries and the parent compa
ny:

1973 1972
Current a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $16,914,063 $12,739,083
O ther a sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,178,814 6,041,976
Total assets....................................................... 23,092,877 18,781,059
L ia b ili t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,330,695 10,759,076
Net assets.....................................................  9,762,182 8,021,983
Net sa le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   34,365,568 26,844,447
Net earnings after deducting m inority  in ter

e s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2,001,603 $1,231 ,81 5

The risk attendant in doing business in the foreign 
countries where such net assets are located and sales 
are derived is considered to be inconsequential.

Exchange adjustments due to fluctuations in foreign 
exchange rates in relation to the United States dollar, 
which are included in earnings, resulted in a gain of 
$264,000 and a loss of $68,000 in 1973 and 1972, re
spectively.

C onsolidation  of A ll S ign ifican t S u bsid iaries

P. R. MALLORY & CO. INC. (DEC)
Summary of Significant Accounting Policies

Principles of Consolidation -  The consolidated finan
cial statements include the accounts of the Company, 
all domestic subsidiaries and all significant foreign sub
sidiaries. Accounts of the foreign subsidiaries include 
their subsidiaries if applicable. All significant inter-com
pany accounts and transactions are eliminated in con
solidation. Minority interests in earnings of consolidated 
foreign subsidiaries are charged to other expense, net 
in the consolidated statements of earnings.

Financial statements of the consolidated foreign sub
sidiaries cover twelve month periods ending October 31 
through December 31. Such fiscal periods have been 
adopted by the subsidiaries in order to provide for a 
timely consolidation with the Company.

Investments (including advances) in unconsolidated 
subsidiaries and other companies in which there is an 
ownership interest of 20% or more are accounted for by 
the equity method and such subsidiaries and companies 
are referred to herein as unconsolidated subsidiaries 
and affiliates or investee companies. Under this method, 
the Company’s equity in the net earnings or losses of 
the investee companies is included currently in the 
Company’s net earnings and dividends received from

In te res t In Jo in tly  O w ned F ac ilities  C o nso lid ated

ALBERTSON’S INC. (JAN)
Summary of Significant Accounting Policies
Consolidation- The consolidated financial state

ments include the results of operations, account bal
ances, and changes in financial position for the Compa
ny, its wholly-owned subsidiaries, and its 50% interest in 
the accounts of Skaggs-Albertson’s, an unincorporated 
joint venture. All material intercompany transactions 
and balances have been eliminated.

Notes to Consolidated Financial Statements
Skaggs-Albertson’s Joint Venture— The Company’s 

50% interest in the assets, liabilities, income and ex
pense of Skaggs-Albertson’s, an unincorporated joint 
venture, included in the consolidated financial state
ments are for years ended January 3, 1974, and Decem
ber 28, 1972, adjusted by advances subsequent to the 
balance sheet dates. During 1973 and 1972, the joint 
venture contributed approximately 11% and 9% of Al
bertson’s consolidated sales, and approximately 15% 
and 13% of Albertson’s consolidated earnings before 
taxes on income.

The operating results of the venture included in the 
consolidated earnings statement are as follows:
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Albertson's 50% Share

52 Wks. 53 Wks. 
Ended Ended 

Feb. 2, 1974 Feb. 3, 1973
Sales and other re ve n u e . . . . . . . . . . . . . . . . . . . . . . .  $92,687,152 $60,072,082
Cost of sa le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  72,711,187 46,830,696
O perating and adm inistrative expenses .... 17,282,669 11,351,525

89,993,856 58,182,221
Earnings before taxes on in c o m e .. . . . . . . . .  $ 2,693,296 $ 1,889,861

The assets and liabilities of the venture included in 
the consolidated balance sheet are as follows:

A lbertson ’s 50% Share 

Feb. 2, 1974 Feb. 3, 1973
Assets:
C urrent a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $13,131,653 $ 9,828,622
O ther a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,480 1,115
Fixtures and equipm ent (n e t) . . . . . . . . . . . . . . . .  6,193,073 4,365,799
Deferred c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   720,811 675,636

$20,047,017 $14,871,172
Liabilities and O wners’ Equity:
C urrent lia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 7,257,764 $ 4,379,599
O w ners’ e q u ity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    12,789,253 10,491,573

$20,047,017 $14,871,172

THE CLEVELAND-CLIFFS IRON COMPANY (DEC)
Notes to Financial Statements
Note A (in part): Summary o f Significant Accounting 

Policies— Basis of Consolidation -  The consolidated fi
nancial statements include the accounts of the Compa
ny, its wholly-owned subsidiaries, and its proportionate 
interest in the accounts of unincorporated joint ven
tures. Investments in mining ventures and related activi
ties (“ associates” ) include unconsolidated subsidiaries, 
partnerships and corporate joint ventures, which are ac
counted for by the equity method (see Note B), and cost 
companies which are accounted for at cost which 
equals the Company’s equity in the underlying net as
sets. The Company, through its ownership interests, re
ceives iron ore produced by the cost companies in ex
change for payment of its proportionate share of the 
companies' costs. The Company includes its propor
tionate share of cost companies’ expense in cost of 
goods sold.

COMMONWEALTH OIL REFINING COMPANY, INC.
(DEC)

Notes to Consolidated Financial Statements
Note 1 (in part): Principles of Consolidation- The 

consolidated financial statements include the accounts 
of the company and all of its wholly owned subsidiaries 
together with the company’s 50% interests in the assets, 
liabilities and results of operations (from date of com
mencement of commercial operations) of four 50% 
owned joint ventures: Hercor Chemical Corporation 
(“ Hercor” ), Oxochem Enterprise (“ Oxochem” ), Puerto 
Rico Olefins Company (“ PRO” ), and Puerto Rico Olef
ins, Inc. (“ Pro, Inc.” ). Hercor and Oxochem commenced

commercial operations prior to 1972, and PRO and Pro, 
Inc. in July 1972. See Notes 2 and 11 for additional in
formation concerning the operations of PRO.

Condensed combined financial data relating to the 
company’s 50% interests in such joint ventures are sum
marized below.

  1973 1972
Current as s e ts ..................................................... $ 17,670,144 $ 12,509,466
Preoperating expenses..................................... 6,818,085 7,653,507
Plant and other asse ts - n e t ........................  88,886,842 82.231,117

Total................................................................. $113,375,071 $102,394,090
Current liab ilities................................................  $12,108 ,711 $ 8,082,638
Deferred incom e.................................................  118,779 416,914
Long-term d e b t ..................................................  10,231,946 1,962,699
Stockholders’ and venturers’ e q u ity ..........  90,915,635 91,931,839

Total................................................................. $113,375,071 $102,394,090
S a le s .......................................................................  $ 34,054,776 $ 28,159,486
Cost and expen ses ............................................ 42,287,099 24,136,202

Net earnings (loss) (Note 2 ) ...................... $ (8,232,323) $ 4,023,284
The company’s equity in the net assets of the consoli

dated subsidiaries and joint venture interests at Decem
ber 31, 1973 and 1972 exceeded its investments in such 
subsidiaries and joint ventures by $27,938,790 and 
$42,697,978, respectively. This amount, which is in
cluded in consolidated retained earnings, represents 
undistributed earnings since date of acquisition or for
mation.

KOPPERS COMPANY, INC. (DEC)

Statement of Accounting Policies
Principles of Consolidation —  The consolidated state

ments include the accounts of the Company, all of its 
subsidiaries and the Company’s 50% share of the assets 
and liabilities and income and expenses of Sinclair- 
Koppers Company, a partnership owned by the Compa
ny and Atlantic Richfield Company. (See Note 1.) All in
tercompany transactions have been eliminated. The 
word “ Company” as used in this report includes con
solidated entities as well as Koppers Company, Inc.

Notes to Financial Statements
Note 1: Reorganization of Sinclair-Koppers Company-  

The Company has entered into an agreement effec
tive January 1, 1974 with Atlantic Richfield Company to 
reorganize their Sinclair-Koppers partnership.

The business and net assets of the Partnership will 
be transferred to a new corporation (ARCO/Polymers, 
Inc.) in exchange for $100 (one hundred dollars) par 
value 12 ½ % preferred stock and $1 (one dollar) par 
value common stock Class A and B. The Class A com
mon stock will be distributed to Atlantic Richfield and 
all the 12½ % preferred stock and Class B common 
stock, which constitutes approximately 20% voting con
trol, will be distributed to the Company. The securities 
to be received by the Company can be redeemed for 
cash at the option of ARCO/Polymers. Either the Com
pany or ARCO/Polymers may cause to be redeemed by 
ARCO/Polymers in 1981 all the outstanding shares then 
held by the Company at contributed value.

All earnings of ARCO/Polymers will be required to be 
distributed as dividends currently on its outstanding
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Stock, first on the preferred stock and the balance on 
the common stock. Such dividends will be declared and 
paid quarterly.

In 1974, the Company’s interest in ARCO/Polymers, 
will be treated as an investment and the income will be 
reported as dividends are received. The assets, liabili
ties, income and expenses of ARCO/Polymers will not 
be included as heretofore in the financial statements of 
the Company.

Summarized financial information for the Company’s 
share of the Sinclair-Koppers Partnership which is in
cluded in the Company’s consolidated financial state
ments at December 31, 1973 is as follows;
Total a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $88,783,233
Total l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,115,176
Net assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $80,668,057
Net s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $81,066,320
O perating p r o f i t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,051,531

C onsolidation  of D eve lo p m en t S tage  C om pany

GULF RESOURCES & CHEMICAL CORPORATION (DEC)
Summary of Significant Accounting Policies
Principles of Consolidation- The accompanying fi

nancial statements include the accounts of Gulf Re
sources & Chemical Corporation (Gulf) and all of its ac
tive wholly-owned subsidiaries after elimination of sig
nificant intercompany accounts and transactions. Great 
Salt Lake Minerals & Chemicals Corporation (GSL) was 
a 51% owned, nonconsolidated, subsidiary until May, 
1973, at which time it became wholly-owned and its ac
counts were included in Gulf’s consolidated financial 
statements. GSL is in the preoperating stage, conse
quently, Gulf’s consolidated statement of income does 
not include amounts for GSL. See Note 1 to the Finan
cial Statements for additional information relating to 
GSL.

In November, 1973, a subsidiary of Gulf acquired all 
of the outstanding stock of Spartan Minerals Company 
for $875,000 in cash and notes of Gulf and accounted 
for the acquisition as a purchase. The operations of 
Spartan are not significant to Gulf..

Notes to Financial Statements

Great Salt Lake Minerals & Chemicals Corporation — 
GSL’s facilities include a solar evaporation pond com
plex and processing plants for the production of potas
sium sulfate, sodium sulfate and common salt from min
erals extracted from the brines of Great Salt Lake. Con
struction of the original facilities was substantially com
pleted in late 1970; however, significant problems were 
encountered and the facilities have continued in the 
preoperating stage during most of the time since that 
date.

Gulf and the other stockholder of GSL finalized an 
agreement in May, 1973, whereby the other stockhold
er’s interest in GSL was eliminated, except for a royalty 
interest in future production, payable to the other

stockholder when a certain level of net worth is reached 
and based upon profitability. As a result, the other 
stockholder surrendered its stock in GSL, assigned to 
Gulf its subordinated debt and interest thereon from 
GSL, provided funds for repayment of $9,100,000 of 
GSL’s debt and was released from its contingent obliga
tions. Gulf thereupon became sole owner of GSL and 
assumed additional contingent liabilities of $1,800,000. 
Gulf, later, contributed to GSL all of the subordinated 
debt of GSL ($11,946,000) and accrued interest thereon 
($1,920,000).

Effective in May, 1973, GSL underwent a quasi-reor
ganization, which gave effect to the fact that the devel
opmental stage had lasted longer than originally antici
pated and the existing facilities were not capable of 
reaching original rated capacity or levels of operations 
sufficient to provide an acceptable rate of return on the 
aggregate investment to date within the reasonably pre
dictable future. The quasi-reorganization thereby re
flected losses relating to GSL previously recognized in 
the financial statements of its stockholders.

The effect of the quasi-reorganization was to reduce 
the carrying amount of GSL’s property, plant and equip
ment by $21,005,000 to eliminate preoperating and de
ve lo p m e n t  costs  and de fer red  debt  expenses of 
$7,011,000, and to establish a reserve of $1,495,000 for 
estimated net expenses to be incurred while GSL con
tinues in the preoperating stage.

The accounts of GSL have been consolidated with 
those of Gulf since May 1, 1973. GSL has charged the 
net expenses of $1,008,000 incurred since that date to 
the reserve. GSL’s results of operations will be reflected 
with those of Gulf beginning January 1, 1975. Full scale 
operations of GSL are expected in 1976 or 1977.

As part of Gulf’s refinancing in December, 1973, Gulf 
purchased GSL’s senior long-te rm  debt of $9,480,000 
from institutional investors; therefore, GSL’s senior debt 
is now payable to Gulf. A condensed balance sheet of 
GSL as of December 3$, $973 is as follows:

($ thousands)

ASSETS
Current assets, inc lud ing  inventories of $2,612,000 .. 
Property, p lant and equipm ent, at estim ated realizable 

value at date of quasi-reorganization w ith  subsequent
additions at c o s t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Other a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

LIABILITIES AND STOCKHOLDER’S INVESTMENT 
C urrent liabilities, inc lud ing  accounts payable to  Gulf

of $2,126,000. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
8.25% m ortgage note payable to  Gulf, due in 19 sem i

annual installm ents beginning June 30, 1977 ......

STOCKHOLDER’S INVESTM EN T-
Common s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Capital in excess of p a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$4,080

10,117
405

$14,602

$3,545

9,480 
$13,025

$36 
1,541

$1,577
$14,602

Gulf’s investment in GSL as of December 31, 1973, 
was $13,183,000, which amount is net of $12,704,000 of 
losses recognized by Gulf in 1971. In addition. Gulf has
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guaranteed $5,100,000 of GSL’s obligations under long
term utility contracts. Gulf also expects to make addi
tional cash advances to GSL of $1,500,000 during the 
year ending December 31, 1974.

Economic operations at GSL are dependent upon in
creased production and product prices. In 1973, GSL 
completed a 3,500 acre addition to the solar pond com
plex, estimated to increase production by 30 per cent, 
and completed facilities for the washing and drying of 
up to 150,000 tons per year of high quality common salt, 
at an aggregate cost of approximately $1,100,000. The 
additional solar ponds will be placed in service in 1974 
and are expected to yield harvestable material in 1976.

Projections prepared by GSL’s management indicate 
that the carrying amount of its facilities will be recov
ered through operations. Future production may be 
greater or less than that projected, depending largely 
upon actual weather conditions and brine densities at 
the lake. The estimates for the next five years of harves
table salts to be produced from the expanded pond 
complex and finished product to be produced at the 
processing plants have been reviewed and confirmed 
for technical feasibility by an independent consulting 
engineering firm.

Production and sale of potassium sulfate is the most 
critical factor in the estimate of future operating results. 
The average selling price realized by GSL per ton of this 
product was $36 in 1972 and $41 in 1973 As of March 1, 
1974, the average domestic selling price was $60 per 
ton. Assuming an average selling price of $55 per ton 
for potassium sulfate and current average prices applied 
to 1973 quantities sold of other products, the breakeven 
point, after depreciation and amortization, is estimated 
at approximately 110,000 tons of potassium sulfate. The 
1974 production of potassium sulfate is estimated to be 
approximately 88,000 tons.

In management’s opinion, increased production from 
the solar ponds will be accomplished from the 1973 
pond expansion, and the carrying amount of GSL’s 
facilities will be realized through future operations.

BUSINESS COMBINATIONS
Paragraph 8 of APB Opinion No. 16 states:

The Board concludes that the purchase method 
and the pooling of interests method are both ac
ceptable in accounting for business combinations, 
although not as alternatives in accounting for the 
same business combination. A business combina
tion which meets specified conditions requires ac
counting by the pooling of interests method. A 
new basis of accounting is not permitted for a 
combination that meets the specified conditions, 
and the assets and liabilities of the combining 
c o m p a n ie s  are c o m b in ed  at th e i r  reco rded 
amounts. All other business combinations should 
be accounted for as an acquisition of one or more 
companies by a corporation. The cost to an ac
quiring corporation of an entire acquired company

T A B L E  1 -1 8 ;  P O O L IN G S  O F  IN T E R E S T S
Manner of Presentation
Prior year's financial statements 

restated -  all prior years in his
torical summary res ta ted.. . . . .

Prior year's financial statements 
restated -  some but not all prior 
years in histo r ical summary res
tated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Prior year's financial statements 
restated -  h is to rica l summary ei
ther not presented or not restated 

Prior year's financial statements 
not re s ta te d . . . . . . . . . . . . . . . . . . . . . .

Total Companies.................
Information Disclosed
Operating results of separate 

companies prior to combination 
Reconcilation of previously re

ported revenues and ea rn in gs.

N / C -  Not compiled.

1973 1972 1971 1970

29 32 34 56

22 20 22 26

4 15 7 15

34 35 37 42

90 102 100 139

11 7 9 N/C

13 9 9 N/C

should be determined by the principles of ac
counting for the acquisition of an asset. That cost 
should then be allocated to the identifiable indi
vidual assets acquired and liabilities assumed 
based on their fair values; the unallocated costs 
should be recorded as goodwill.

The manner of reporting and disclosures required for 
a pooling of interests and a purchase are described in 
paragraphs 50 to 65 and 66 to 96, respectively, of Opin
ion No. 16. Tables 1-18 and 1-19 show the number of 
companies disclosing their accounting treatment of a 
business combination. Those companies not restating 
prior year’s financial statements for a pooling of inter
ests commented usually that the reason for not doing so 
was immateriality. Examples of poolings of interests and 
purchases follow. Additional examples of poolings of in
terests are also presented in connection with Table 4-5. 
Examples of business combinations consummated sub
sequent to the end of a fiscal year are presented in con
nection with Table 1-22.

T A B L E  1 -1 9 :  P U R C H A S E S  
Number of Companies 1973 1972 1971
Purchase m ethod used to  account for 

a c o m b in a tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 163 160 133
Treatm ent o f acquired goodw ill d is

closed . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 81 79 63
Supplem ental pro form a inform ation 

p re se n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38 39 25
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Poolings of In te re s ts

CHESEBROUGH-POND’S INC. (DEC)

Notes to Consolidated Financial Statements
Acquisition- On May 17, 1973, the company issued 

2,624,051 shares of common stock in exchange for all 
the outstanding stock of Health-tex Inc. An additional 
61,001 shares of common stock were reserved for is
suance upon exercise of Health-tex stock options then 
outstanding. This acquisition has been accounted for as 
a pooling of interests and accordingly the accompany
ing consolidated financial statements for 1972 have 
been restated to include the accounts of Health-tex Inc. 
Subsequent to the acquisition, the company changed 
the method of depreciation for Health-tex assets from 
accelerated to the straight-line method to conform with 
company policy. The effect of this change and acquisi
tion related costs was not material. Net sales and net in
come of both companies for the three month period 
ended March 31, 1973 (unaudited) and for the year 
ended December 31, 1972 were;

Three month
period ended Year ended 

March 31, December 31, 
1973 1972

N et sales;
Chesebrough-Pond’s Inc.......................  $92,535,000 $350,791,000
Health-tex Inc...................................... 19,452,000 63,914,000

As combined......................   $111,987,000 $414,705,000
Net income:
Chesebrough-Pond's Inc.......................  $6,723,000 $27,921,000
Health-tex Inc...................................... 2,136,000 6,134,000

As combined............................................  $8,859,000 $33,055,000

CYPRUS MINES CORPORATION (DEC)
Notes to Financial Statements
Note 2: Acquisition of Bagdad Copper Corporation -  

In June 1973, Cyprus consummated a major acquisition 
by the exchange of approximately 1,936,000 shares of 
its common stock for all the outstanding stock of 
Bagdad Copper Corporation (Bagdad). Bagdad is pri
marily engaged in mining and processing basic metals, 
principally copper, and through wholly-owned subsidi
aries it also produces various manufactured products 
made of fabricated steel or plastic. The acquisition was 
accounted for by the pooling-of-interests method. The 
1973 consolidated statements of income and retained 
earnings include the operations of Bagdad for the entire 
year and the 1972 financial statements have been restat
ed to include Bagdad.

The revenues and net income of each of the separate 
companies from the beginning of 1973 to June 30 , 1973, 
are as follows:

($ thousands) 
Cyprus Bagdad

Revenues, including Cyprus’ share of affili
ated corporations’ revenues............... $195,823 $15,971

Revenues from operations....................  $149,294 $15,751
Net income........................................  $17,819 $ 2,259

Amounts reported herein for 1972 reflect the restate
ments for the pooling, as follows;

Cyprus Bagdad Combined 
($ thousands)

Revenues, including Cyprus’ share of
affiliated corporations’ revenues..... $318,800 $32,723 $351,523

Revenues from operations............... $225,348 $32,501 $257,849
Net income...................................  $ 28,814 $ 3,717 $ 32,531

There were no intercompany transactions prior to the 
date of merger. Intercompany transactions subsequent 
to the merger were eliminated in consolidation.

HOWMET CORPORATION (DEC)
Financial Review

Merger with Texas Aluminum Company, Inc. — On 
June 28, 1973, Texas Aluminum Company, Inc. was 
merged into Howmet in exchange for 974,996 shares of 
Howmet common stock. This transaction was account
ed for as a pooling of interests. After eliminating inter
company transactions, the respective contributions to 
consolidated net sales and net income prior to the 
merger are stated separately as follows (in thousands):

Six months Year ended 
ended December 31,

HOWMET CORPORATION
June 30, 1973 1972

Net sales....................................... $179,543 $288,097
Net income.................................... .
TEXAS ALUMINUM COMPANY, INC.

8,943 24,314

Net sales....................................... $13,773 $25,495
Net income.................................... 585 1,062

NATIONAL PARAGON CORPORATION (MAR)
Notes to Financial Statements
Note B: Acquisition- During the year ended March 

31, 1972, the Company’s 50% investment in Jay-Arr 
Slimwear, Inc. (“ Jay-Arr” ) was increased to 55.5% re
sulting in the inclusion of the accounts of Jay-Arr in the 
consolidated financial statements effective April 1, 1971.

On March 30, 1973, the Company acquired for 70,000 
shares of its Common Stock all of the outstanding capi
tal stock of Arrem Industries, Inc. (“ Arrem” ) in a trans
action accounted for as a pooling of interests and, ac
cordingly, the accounts of Arrem have been included in 
the accompanying consolidated financial statements for 
the years ended March 31, 1973 and 1972.

Results of operations for the year ended March 31, 
1973 of the previously separate companies that are in
cluded in the accompanying consolidated statements of 
income are summarized as follows;
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Net
Revenues Income

National Paragon Corporation and subsidi
aries (other than Arrem)....................  $9,632,487 $1,841,158

Arrem and subsidiaries........................  1,718,313 93,794
Consolidated.................................................  $11,350,800 $1,934,952

A reconcilliation of revenues and net income as origi
nally reported to Stockholders for the year ended March 
31, 1972, shown in the accompanying consolidated 
statements of income follows.

Revenues:

As originally reported...................................... $8,528,670
Arrem and subsidiaries....................................  772,996

As restated..................................................................  $9,301,666

Net income
As originally reported.....................................  $1,393,843
Arrem and subsidiaries....................................  78,745
As restated................................................................... $1,472,588

respect to accounting for securities and for sales re
turns, discounts and allowances with those of the Com
pany. Retained earnings as of July 1, 1972, have been 
decreased by a net loss of $561,000 and by cash divi
dends of $3,160,000 of Max Factor & Co. for the six 
months ended June 30, 1972. The net loss includes a 
p r o v i s i o n  of $2,244,000, net of inc om e taxes of 
$2,156,000, for obsolete and slow-moving inventories 
and a charge of $4,359,000, net of income taxes of 
$3,811,000, to conform the accounting policies referred 
to above. Sales of Max Factor & Co. for such six months 
were $93,437,000.

Sales and net income of the Company and of Max 
Factor & Co. included in 1973 for the period from July 1, 
1972 to February 28, 1973 were as follows.:

Net
Sales Income

Company........................................... $783,502,000 $31,470,000
Max Factor & Co............................ .....  152,364,000 15,930,000

ROCKWELL INTERNATIONAL CORPORATION (SEP)

NORTON SIMON INC. (JUN)

Notes to Financial Statements
Pooling of Interests—  In February 1973, the Company 

exchanged 11,907,510 shares of its common stock, in a 
pooling of interests transaction, for all of the outstand
ing shares of capital stock of Max Factor & Co.

Max Factor & Co. had a fiscal year ending December 
31. Accordingly, the accompanying financial statements 
for 1972 combine the financial statements of the Com
pany for its fiscal year ended June 30 , 1972 with those of 
Max Factor & Co. for its fiscal year ended December 31,
1971. The following reconciles the combined sales and 
other income and net income with those previously re
ported for 1972 by the Company:

Sales and
Other Net

Income Income
($ thousands)

As previously reported.........................  $1,185,327 $50,487
Max Factor & Co.................................  195,289 17,375
Adjustments to conform accounting poli

cies ................................................ (448)
Restated.......................................................... $1,380,616 $67,414

Retained earnings at July 1, 1971, have been de
c r e a s e d  by $ 9 , 2 1 4 , 0 0 0  ne t  of  i n c o m e  taxes of 
$7,163,000, as a result of adjustments necessary to con
form the accounting policies of Max Factor & Co. with

Notes to Financial Statements
Note 2 (in part): Acquisitions- In February 1973 

Rockwell Manufacturing Company was merged into 
North American Rockwell Corporation and concurrently 
the name of North American Rockwell Corporation was 
changed to Rockwell International Corporation (the 
Company). Rockwell Manufacturing Company (now the 
Utility & Consumer Products Group of the Company) is 
engaged principally in the manufacture and sale of 
flow-measurement equipment, flow-control equipment, 
power tools, and plumbing fittings. Pursuant to the 
terms of the agreement and plan of merger, the Compa
ny issued 6,664,942 shres of its common stock for all of 
the outstanding shares of stock of Rockwell Manufac
turing Company. The merger was accounted for as a 
pooling of interests and the consolidated financial 
statements are presented as though the companies had 
been combined throughout each period based on a fis
cal year ended September 30. Accordingly, sales and 
net income for 1972 have been restated as follows:

Sales Net
Income

As previously reported.........................  $2,362,938,000 S 86,083,000
Applicable to Rockwell Manufacturing 

Company...............................   314,569,000 17,599,000
As restated............................................  $2,677,507,000 $103,682,000
Sales, extraordinary credit, and net income (unaudited) 
of the constituent companies for the five-month period 
ended February 28 (the end of the interim period near
est the date of merger) were as follows:

Extraordinary
Credit

North American Rockwell Corporation $1,096,924,000 $4,820,000
Rockwell Manufacturing Company.... 135,235,000

$41,872,000
7,1
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P urchases

ADAMS-RUSSELL CO., INC. (SEP)
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies- Franchises, Licenses and Operating Rights-  
Franchise rights purchased in connection with the ac
quisition of Cable Vision, Inc. (see Note 2) are being 
amortized on a straight-line basis over sixteen years. 
The assigned value of other franchises, licenses, and 
operating rights (all acquired prior to November 1, 1970) 
are not being amortized.

Note 2: Acquisition -  On July 17, 1973, the Company 
purchased all of the stock of Cable Vision, Inc. (Cable 
Vision) for cash of $747,400. Simultaneously, the Com
pany loaned $1,002,500 to Cable Vision which utilized 
such funds for the repayment of notes payable of a like 
amount. The results of Cable Vision’s operations have 
been included in the accompanying financial statements 
since the date of acquisition.

The excess of purchase cost over the fair value of net 
assets acqu i red ,  am ounting to $890,000, has been 
charged to franchise costs and is being amortized as 
described in Note 1(g).

Had the purchase of Cable Vision been consummated 
as of October 1, 1971, consolidated sales and earnings 
on a pro forma basis (after adjustments to reflect esti
mated fair value of the net assets, additional deprecia
tion and amortization thereon, and interest) would have 
been:

Year Ended 
September 30

Total 1973 1972
Sales................................................  $13,648,574 $10,770,278
Income before extraordinary income......  311,962 92,824
Net income...............    344,204 109,424
Per Share
Income before extraordinary income......  $ .24 $ .07
Net income........................................  .27 .08

AMERICAN BILTRITE INC. (DEC)

Notes to Consolidated Financial Statements
Note B: Acquisition -  On January 12, 1973, the Com

pany purchased certain assets of a bankrupt company, 
Globe-Superior, Inc. (“ Globe” ) for notes of $4,338,971 
and  th e  a s s u m p t i o n  of  a 4 ½ % m o r t g a g e  no te  
($2,153,779) payable to a governmental authority. The 
notes were non-interest bearing for the first year. In 
1974, the notes of $4,338,971 bear interest at ½% over 
prime; however, in 1974 and 1975, interest is due on 
these notes only to the extent earned from the opera
tions of Globe in these years.

The purchase price may be increased, up to a maxi
mum of $2,999,044, depending on the level of future ag
gregate earnings of Globe over the twelve-year term of 
the purchase agreement.

The base purchase price ($6,492,750) was allocated 
as follows: current assets $2,200,000; property, plant 
and equipment $3,897,000; other assets $42,750; and

$353,000 for imputed interest to December 31, 1973. Any 
future adjustments for imputed interest or contingent 
payments will be allocated to property, plant and equip
ment on the basis of their fair values and any excess will 
be amortized over a ten-year period.

The new division which commenced operations in 
May of 1973 had net sales of $2,868,845 and a net loss 
of $904,437 for the period ended December 31, 1973.

ARMADA CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 3: Acquisition and Proposed M erger- In June 
1973, the Company acquired 52.6 percent of the out
standing shares of The Hoskins Manufacturing Compa
ny (Hoskins) at a cash cost of $15,466,000, including re
lated expenses. The transaction has been accounted for 
as a purchase and the accounts of Hoskins have been 
included in the consolidated financial statements since 
July 1, 1973. The minority shareholders’ 47.4 percent in
terest in the net income and capital of Hoskins are 
shown as deductions in the income statement and bal
ance sheet.

In December 1973, the Board of Directors of each 
company approved a plan of merger under which each 
Hoskins share now held by shareholders other than the 
Company would be exchanged for 1.27 shares of the 
Company’s Common Stock. The aggregate market value 
of the Company’s shares at the time of the merger an
nouncement was approximately $5,868,000 after deduc
tion of estimated issuance and registration costs of 
$200,000.

Pending consummation of the merger, $5,627,000 
(net of amortization of $95,000) of the cost of the 52.6 
percent interest previously acquired remains unallocat
ed at December 31, 1973. Assuming approval of the 
merger and based on the December 31, 1973 balance 
sheet amounts, the $6,068,000 cost of acquiring the mi
nority interest shares, together with the previously unal
located $5,627,000 amount would be assigned as 
shown:

Properties (appraisal increment)..........................  $ 2,374,000
Cost in excess of assigned values.......................  2,108,000
Inventories (adjustment to fair value)....................  544,000
Elimination of minority interest in Hoskins... .........  6,669,000
T o ta l...................................................................................  $11,695,000

The amount assigned to intangible assets, $2,108,000, 
is to be amortized on a level basis over a 40-year period. 
Operations for the period ended December 31, 1973 
have been charged $95,000 as amortization expense 
since July 1, 1973, based on the anticipated ultimate as
signment of the $5,627,000 presently unallocated 
amount.

The allocations shown assume that the proposed 
merger will be deemed a tax-free reorganization. Should 
the merger transaction be characterized as other than a 
tax-free reorganization, an additional tax liability of ap
proximately $1,800,000 would result from recapture of 
depreciation deductions and investment credits. De
pending upon the view finally taken of the transaction, 
all or substantially all of this $1,800,000 amount should 
be recoverable through future tax benefits.
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Pro Forma Data (Unaudited)
Shown in the following tabulation are pro forma data, 

assuming acquisition of the 52.6 percent interest in 
Hoskins on January 1, 1972:

Dec. 31 Dec. 31 
1973 1972

Sales...............................................................  $42,202,000 $31,220,000
Income (loss) from continuing operations $ 1,472,000 $ (100,000)
Discontinued brewing operations...........  (44,000) (302,000)
Extraordinary items.............................. 297,000 177,000

Net income (loss).........................................  $1,725,000 $(225,000)(1)
Per share:
Continuing.........................................  $1.13 $(.08)
Discontinued......................................  (.03) (.23)
Extraordinary items.............................. .22 .14
Net income (loss).........................................  $1.32 $(.17)
(1)Pro forma interest expense at 11 percent (the effec
tive rate at December 31, 1973) has been provided, as
suming a borrowing of $15,466,000 from January 1, 1972 
through July 31, 1972, the actual date of sale of the 
breweries, and an $8,000,000 borrowing from July 31, 
1972 through December 31, 1972. Adjustments have 
also been made to reflect additional depreciation and 
similar costs required by purchase accounting. Pro 
forma tax effect has not been given to the application of 
additional interest costs except to the extent of the 
Company’s separate income, since separate income tax 
returns were filed by each company.

CONAGRA, INC. (JUN)

Financial Comments
Acquisition- As of June 26, 1972, the company ac

quired all of the stock of Security Mills, Inc. and subsidi
aries for a cash purchase price of $4,533,655. This ac
quisition was accounted for as a purchase, and thus op
erations from the date of acquisition have been included 
in the statement of consolidated earnings. Under the 
purchase method of accounting, the total purchase 
price was assigned to the net tangible assets acquired 
based upon their estimated value and included no 
goodwill. The following is a summary of the pro forma 
results of operations assuming that the acquisition had 
taken place as of the beginning of the year ended June
25, 1972. Year ended

June 25, 1972
Net sales.......................................................... $331,020,878
Earnings before extraordinary items.....................  4,075,136
Net earnings.....................................................  3,408,363
Earnings per common share:

Before extraordinary items................................ 1.30
Net earnings.................................................   1.07

FRUEHAUF CORPORATION (DEC)
Notes to Financial Statements
Note A: Kelsey-Hayes Acquisition -  Effective October 

31, 1973, Kelsey-Hayes Company, a manufacturer of 
wheel and brake components principally for automobile 
o r ig in a l  e q u ip m e n t  manufacturers ,  was acquired

through a merger whereby all the outstanding shares of 
Kelsey-Hayes Company were exchanged for 3,681,715 
shares of Fruehauf Common Stock, at a fair value of 
$25.00 ($92,042,875), and the subsequent purchase 
through tender by Fruehauf from the former Kelsey 
shareho lde rs  of 550,000 of the Fruehauf Common 
shares so issued at $25.00 a share. The Kelsey-Hayes 
acquisition has been accounted for as a purchase and 
the results of Kelsey-Hayes’ operations for the two 
months ended December 31, 1973, are included in the 
consolidated statement of net earnings. Under the pur
chase method of accounting, the total cost was as
signed to the net tangible assets acquired on the basis 
of their estimated value.

The following summary prepared on a pro forma 
basis, including purchase accounting adjustments, 
combines the consolidated net earnings of Fruehauf for 
the years ended December 31, 1973 and 1972 with the 
preacquisition earnings of Kelsey-Hayes for comparable 
periods:

1973 1972
Revenues....................................... $1,195,821,000 $1,031,363,000
Net earnings................................. 52,145,000 43,795,000
Earnings per share;
Primary........................................ $4.38 $3.68
Fully diluted.................................  4.04 3.43

In August 1973, the Federal Trade Commission began 
an antitrust investigation of the Kelsey-Hayes acquisi
tion. Testimony of Corporation executives has been 
taken and documents produced  both pursuant to sub
poenas and at the initiative of the Corporation. The in
vestigation has not been closed, and the Corporation 
cannot predict what action the Commission may take.

TRANS WORLD AIRLINES, INC. (DEC)
Notes to Financial Statements

Note 1 (in part): Summary of Significant Accounting 
Policies— Goodwill—  The unamortized excess of cost 
over the fair value of net tangible assets of companies 
acquired in 1973 (Note 2) is being amortized over a 
forty-year period on the straight-line method.

Note 2: Acquisition of Canteen Corporation- The 
Canteen Corporation became a wholly-owned subsidi
ary of TWA as of July 29, 1973 by merger consummated 
on August 10, 1973. The acquisition has been recorded 
as a purchase in accordance with generally accepted 
accounting principles and the operations of Canteen, 
therefore, are included in TWA’s consolidated financial 
statements only from July 29, 1973. In connection with 
the acquisition, TWA delivered to International Tele
phone and Telegraph Corporation (ITT) a promissory 
note in the principal amount of $88,000,000 payable in 
five equal annual installments commencing August 10, 
1974 at a stated interest rate of 5%, in payment for the 
two-thirds of Canteen stock owned by ITT. In addition, 
TWA made arrangements for an aggregate cash pay
ment of $44,000,000 to the stockholders holding the re
maining one-third stock ownership of Canteen. The lia
bility for the promissory note to ITT was recorded by 
TWA at its then present value of $83,640,000 at an im
puted interest rate of 7%. The total acquisition cost, in
cluding related incremental expenses of $457,000, was
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$128,097,000. The fair market value of net tangible as
sets acquired was determined to be $85,983,000 and the 
balance of the purchase price was recorded as goodwill 
in the amount of $42,114,000.

The fair market values assigned to tangible assets ac
quired and liabilities assumed as of July 29, 1973 were 
as follows:

($ thousands)
Assets acquired;
Current............................................................  $ 41,887
Property...........................................................  81,405
Other...............................................................  18,657
T o ta l...................................................................................  141,949
Liabilities assumed:
Current............................................................  26,092
Long-term........................................................  27,111
Other...............................................................  2,763
T o ta l...................................................................................  55,966
Net assets acquired.......................................................  $ 85,983

The consolidated results of operations on a pro forma 
basis as through Canteen had been purchased January 
1, 1972 are as follows:

1973 1972
($ thousands)

Total operating revenues.......................  $2,042,119 $2,003,308
Net income......................................... $49,829 $49,157
Earnings per Common Share:
On average outstanding and equivalent

shares............................................  $3.48 $3.43
Assuming full dilution.......................... $3.20 $3.16

U.I.P. CORPORATION (DEC)

Notes to Consolidated Financial Statement

Note. 1: Acquisition of Zalk-Josephs Company- Ef
fective October 1, 1972, the Company acquired 100% of 
the outstanding capital stock of Zalk-Josephs Company, 
a Minnesota corporation located in Duluth, Minnesota. 
Zalk-Josephs is engaged in steel warehousing, steel 
fabrication, and the sale of building supplies. Consider
ation paid by the Company totaled $2,678,567, payable 
in cash ($534,567) and 6% notes ($2,144,000) (Note 2) 
with $402,000 paid October 16, 1973, and $402,000 due 
October 16, 1974 with interest thereon, and $1,340,000 
due in equal annual installments of $268,000 on October 
16, 1975 through October 16, 1979. Sixty-five percent of 
the outstanding capital stock of Zalk-Josephs, and the 
notes executed by the Company are being held in es
crow subject to payment by the Company of the notes. 
The stock held in escrow will be released to the Compa
ny in proportion to payment of the notes, except that 
53% of the voting common stock of Zalk-Josephs will 
remain in escrow until the notes are paid in full. The 
note agreements contain covenants which require the 
maintenance of a specified level of net worth and work
ing capital at Zalk-Josephs as defined in the purchase 
agreement. The recorded assets of Zalk-Josephs ac
quired by the Company exceeded the cost of such as
sets to the Company by $383,000, which reduced con
solidated plant and equipment.

This acquisition was accounted for under the pur
chase method of accounting, and, accordingly, the re
sults of operations of Zalk-Josephs are only included in 
the consolidated statements of income since the date of 
acquisition.

The following pro-forma data presents net sales, in
come before extraordinary item, extraordinary item, net 
income, and per share data on a comparable basis as if 
Zalk-Josephs had been acquired effective January 1, 
1972:

Year Year
Ended Ended

Dec. 31 Dec. 31 
1973 1972

(Unaudited)
Net sales...............................     $31,859,662 $24,967,269
Income before extraordinary item..........  1,410,198 888,132
Extraordinary item..............................    572,000

Net income....................................................  $1,410,198 $ 1,460,132
Earnings per common share and common 

share equivalent:
Income before extraordinary item..........  $ .36 $ .23
Extraordinary item..............................  - -  .14
Net income........................................  .36 .37
Net income as reported.......................  $ .36 $ .32

UNITED BRANDS COMPANY (DEC)
Notes to Consolidated Financial Statements
Note 3: Acquisition of Foster Grant Co., Inc. -  In the 

latter part of 1972 the Company acquired 725,583 shares 
(33.6%) of Foster Grant Co., Inc., a major producer of 
styrene monomer, polystyrene products, and sunglasses 
for $24,849,000 cash. During the first six months of 1973 
the Company purchased an additional 447,233 shares 
for $12,236,000 cash, thereby increasing its holdings to 
1,172,816 shares (54.2%). In recognition of the acquisi
tion of a majority interest, the accounts of Foster Grant 
were consolidated with those of the Company as of Jan
uary 1, 1973.

The acquisition is accounted for under the purchase 
method of accounting. Accordingly, the assets and lia
bilities have been recorded at estimated fair values with 
a resulting excess of purchase cost over the Company’s 
equity in such net assets of $3,600,000 which is being 
amortized over forty years on the straight-line method.

The Company’s share of Foster Grant’s net income, 
adjusted as above, amounted to $3,737,000 in 1973 and 
$375,000 in 1972.

Had the acquisition of the majority interest been 
made as of January 1, 1972, consolidated sales and in
come (after adjustments to reflect estimated fair value of 
the net assets acquired and interest, net of tax, on the 
purchase price) would have been:

1973 1972 1973 1972
($ thousands) (per share)

Net sales. . . . . . . . . . . . . . . . . . . . . . . . . .  $1,982,312 $1,702,911
Income from continuing opera

tions. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,021 10,343 1.45 .77
Net income.. . . . . . . . . . . . . . . . . . . . . .  $25,281 $18,822 $2.10 $1.52
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In February 1974, the Company and Foster Grant Co., 
Inc., announced that their Boards of Directors had ap
proved, in principle, a proposed recapitalization of Fos
ter Grant, which provides, among other things, that 
shares held by the Company will become shares of a 
new Class A Common stock and shares held by all other 
stockholders will become shares of a new Special Pre
ferred Stock of Foster Grant. It is expected that the re
capitalization will be consummated on or about April 30, 
1974, subject to approval of the Plan by a majority of 
Foster Grant common shares other than those held by 
the Company and the Company being satisfied at the ef
fective time of the reorganization that the Company may 
consolidate Foster Grant in the Company’s Federal in
come tax return. The Company has announced that it is 
considering making a cash tender offer for the existing 
Foster Grant Common stock but is not obligated to do 
so. The holders of a majority of the other shares have 
indicated their intention to vote in favor of the reorgani
zation and not to tender their existing Foster Grant 
shares provided the Company makes a tender offer for 
approximately 200,000 Foster Grant shares at a price of 
$30 per share. Combination of the two companies or 
disposition of Foster Grant holdings by the Company 
are subject to certain conditions.

CONTINGENCIES

ARB No. 50 states in part:

In the preparation of financial statements pres
enting financial position or operating results, or 
both, it is necessary to give consideration to con
tingencies. In accounting, a contingency is an ex
isting condition, situation or set of circumstances, 
involving a considerable degree of uncertainty, 
which may, through a related future event, result 
in the acquisition or loss of an asset, or the incur
rence or avoidance of a liability, usually with the 
concurrence of a gain or loss. A commitment 
which is not dependent upon some significant in
tervening factor or decision should not be de
scribed as a contingency.

C O N T IN G E N T  L IA B IL IT IE S  A N D  C O M M IT M E N T S

Table 1-20 summarizes the various contingent liabili
ties and commitments (except leases which are summa
rized in Table 2-41) disclosed in the 1973 annual reports 
of the survey companies. Examples of contingent liabil
ity and commitment disclosures follow. Additional exa
mples of disclosures for receivables sold or discounted 
and for tax assessments are presented with RECEIVA
BLES and with INCOME TAXES.

TA BLE 1-20: C O N T IN G E N T  L IA B IL IT IE S  A N D  
C O M M IT M E N T S

Nature 1973 1972 1971 1970
Litigation-nongoverment.......  133 114 96 101
Litigation-government. . . . . . . . . .  113 95 100 79
Litigation-not identified. . . . . . . . .  113 102 103 93
Guarantees of indebtedness....  142 150 148 152
Possible tax assessments.......  68 76 55 60
Accounts or notes receivable sold 67 70 48 47
Purchase or repurchase agree

ments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  132 125 152 131
Additional payments in connec

tion with an acquisition.......  52 67 50 48
Compliance with environmental

standards. . . . . . . . . . . . . . . . . . . . . . . .  12 23 19 N/C
Miscellaneous agreements and

contracts. . . . . . . . . . . . . . . . . . . . . . . .  62 66 74 72
Total Disclosures....................... 904 888 845 783

Number of Companies Referring 
to the above Contingent Liabili
ties or Commitments

On face of balance sheet.......  120 117 107 93
In notes to financial statements

o n ly . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  309 322 304 321
No reference. . . . . . . . . . . . . . . . . . . . . . . . . . .  171 161 189 186

Total......................................... 600 600 600 600
N / C -  Not compiled.

N o ngovern m ent Litigation

BATH INDUSTRIES, INC. (DEC)
Notes to Consolidated Financial Statements
Litigation (in p a rt)-  On December 8, 1973, American 

Export Lines, Inc. (“ AEL” ) commenced a “ third-party” 
action against Bath Iron Works Corporation (“ BIW” ), a 
subsidiary, in the United States District Court for the 
Southern District of New York. In this action, AEL seeks 
to impose upon BIW any and ail liabilities that AEL may 
incur to third parties, as well as damages sustained by 
AEL itself, in connection with the collision, on June 2, 
1973, between AEL’s container vessel “ Sea Witch” and 
the Exxon tanker “ Brussels.”  The “ Sea Witch” was 
built for AEL by BIW, having been delivered in 1968. The 
third-party complaint against BIW was filed in a pro
ceeding instituted by AEL, in the same Court, on June 7, 
1973, for a limitation of its liability, under the Federal 
Ship Owners’ Limitation of Liability Statute. Neither 
AEL’s original limitation action nor its third-party com
plaint against BIW specifies the amount of damages al
legedly sustained by AEL itself nor the amounts of the 
claims of third parties asserted against AEL. Although 
proof of the various claims has not been established, on 
the basis of the information presently available, Messrs. 
Burlingham, Underwood & Lord of New York City, coun
sel for BIW in the third-party action, have estimated the 
value of all claims (third parties and AEL) at $18,000,000. 
In its third-party complaint, AEL alleges, in substance, 
that the collision between the “ Sea Witch” and the
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“ Brussels”  was proximately caused by defects in the 
“ Sea Witch”  particularly the steering system, and that 
such defects were due to the negligence of BIW in the 
design and manufacture of the “ Sea Witch" including 
its steering system.

On January 17, 1974, Exxon Corporation (which is a 
claimant in AEL’s limitation proceeding and against 
which AEL has asserted a counterclaim) filed cross
claims against Sperry Rand Corporation, Bond Hydrau
lic Services, Inc. and BIW. The cross-claim against BIW 
is, in substance, a repetition of the allegations made by 
AEL in its third-party complaint against BIW. The relief 
sought is a transfer to Sperry, Bond and BIW of any lia
bility to which Exxon may be subject, as the result of the 
June 2, 1973 collision.

It is the opinion of Messrs. Burlingham, Underwood 
& Lord that BIW has a valid and meritorious defense to 
the claims arising out of the collision between the “ Sea 
Witch”  and. the “ Brussels”  and that, should the litiga
tion proceed to trial, BIW should not be subject to any 
liability in connection therewith.

COOK PAINT AND VARNISH COMPANY (NCV)
Notes to Financial Statements
Note E: L itiga tion- The Company is a defendant in 

actions in several jurisdictions. The amounts of liability 
in these actions were not determinable at November 30, 
1973, but in the opinion of management the ultimate lia
bility resulting in excess of insurance coverage will not 
materially affect the Company’s financial position.

The Company is a defendant with four other suppliers 
of polyurethane foam systems in a class action brought 
by the State of Arizona and thirteen other plaintiffs for 
damages allegedly arising from the sale of rigid polyu
rethane foam for insulation on the interior surfaces of 
certain buildings and structures throughout the United 
States. Alleged are a conspiracy In restraint of trade in 
violation of anti-trust laws, strict liability in tort, negli
gence, and fraudulent representation. The plaintiffs 
seek $250,000,000 compensatory damages, trebled, in 
the anti-trust allegation, and undetermined amounts for 
compensatory damages, and $250,000,000 punitive or 
exemplary damages in the other allegations. The Com
pany has denied liability in this suit, and vigorously 
denies all charges that it violated the anti-trust laws.

CPC INTERNATIONAL INC. (DEC)
Notes to Financial Statements
Litigation -  The company, in compliance with a sub

poena dated January 5, 1973 issued out of the United 
States District Court for the Northern District of Califor
nia, has produced certain documents in connection with 
an investigation of the sugar refining and sweetener 
blend industries by the Antitrust Division of the Depart
ment of Justice. The company has no reason to believe 
that the investigation is directed at the company’s ac
tivities, or in any event that it should be materially af
fected adversely.

On July 26, 1973, the company was named as defend
ant in a civil action filed by Albert Brick in the United 
States District Court for the District of Columbia, alleg

ing violations of Federal securities laws and the com
mon law in connection with certain transactions involv
ing Funk Seeds International, Inc. and Funk’s stock
holders. These include the declaration of a “ special div
idend”  in the approximate amount of $14 million while 
Funk was a wholly-owned subsidiary of the company, 
and the alleged failure of the company to disclose, in 
connection with the public offering of a portion of its 
equity in Funk, information which the company knew or 
should have known regarding termination of franchise 
contracts by certain of Funk’s franchisees. The plaintiff 
sues on his own behalf as a shareholder of Funk, as the 
purported class action representative of others similarly 
situated, and derivatively, purportedly on behalf of Funk 
against the company. The complaint demands compen
satory damages of $75 million together with punitive 
damages of $100 million plus costs and attorneys’ fees. 
It is the opinion of counsel that, while the litigation is in 
the preliminary stages, on the basis of their investiga
tion to date the company has meritorious defenses to 
this action and should prevail.

MORSE ELECTRO PRODUCTS CORP. (MAR)
Consolidated Balance Sheet

Long-term debt-portion not payable within one year
(Note 2)......................................................... $26,015,381

Commitments and contingencies (Note 3)
Note 3 (in part): Commitments and Contingencies-  

The Company is the defendant in a law suit filed by a 
major competitor claiming patent infringement. Counsel 
has advised that the Company is not infringing and that 
the patent is of questionable validity. Further, it is their 
opinion that, should the Company lose the suit, maxi
mum contingent liability after tax effect would not ex
ceed $433,000 based on sales through March 31, 1973.

The Company is involved in a law suit filed by a cus
tomer who participated with Morse in a mailer sales 
program. This customer owes the Company approxi
mately $175,000. The customer has subsequently filed in 
bankruptcy and is suing the Company for $850,000. 
Counsel has advised that this action is without merit. 
Further, it is their opinion that, should the Company 
lose the suit, damages would be covered by insurance 
carried by the Company.

No provision has been made in the financial state
ments for possible charges to income in connection 
with the two preceding paragraphs.

PITNEY-BOWES, INC. (DEC)
Notes to Consolidated Financial Statements
Note 11: Legal Proceedings- Pitney-Bowes, Inc. is 

a defendant in an action brought by Alpex Computer 
Corp. (Alpex) in the U.S. District Court for the Southern 
District of New York against the company and seven 
present or former officers of the company who were di
rectors of Pitney Bowes-Alpex, Inc. (PBA), the outstand
ing stock of which was owned 50% by the plaintiff and 
50% by the company until July 1973 and is now owned 
64% by the company and 36% by the plaintiff. The plain
tiff asserts claims on its own behalf and derivatively on 
behalf of PBA, all related to the organization, operation, 
financing, and management of PBA. The claims include
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alleged misrepresentations and violations of the federal 
securities laws, alleged mismanagement of PBA, and al
leged breach of contract and breach of duty by the de
fendants. The complaint seeks damages against the de
fendants of $75,000,000 in favor of the plaintiff on each 
of four claims and damages of $150,000,000 in favor of 
PBA on each of three claims. The action also seeks an 
accounting by the defendants for damages allegedly 
caused by them.

Pitney-Bowes, Inc. is also a defendant in an action 
pending in the U.S. District Court for the Southern Dis
trict of Ohio. The defendants include, in addition to the 
company, Alpex, PBA, and certain present or former di
rectors of PBA. The plaintiff purports to assert his claim 
derivatively as a stockholder of Alpex. The complaint as
serts a number of claims relating to PBA and Alpex and 
their operations, including alleged misrepresentations 
and violations of the federal securities laws and alleged 
breach of fiduciary duty by the defendants. The com
p la in t  seeks moneta ry  recoveries in an aggregate 
amount of approximately $20,000,000 and appointment 
of a receiver for PBA and cancellation of the purchase 
by Pitney-Bowes, Inc. of the stock which enabled the 
company to acquire majority stock ownership of PBA in 
July 1973.

The company believes that the above-mentioned ac
tions against it and its present and former officers are 
without merit and intends to defend such actions vigor
ously.

PUERTO RICAN CEMENT COMPANY, INC. (DEC)

Notes to Consolidated Financial Statements
Note 13: Contingent Liabilities and Other Commit

m ents- The Company is a defendant in a complaint, 
filed on October 25, 1972, against it and a Colombian 
cement manufacturer and others alleging a conspiracy 
to cancel an exclusive distributorship agreement be
tween the Colombian cement manufacturer and the 
plaintiff. The plaintiff claims $10,000,000 in damages 
plus a continuing daily damage of $12,000 per day from 
the date of the complaint to final payment. This damage 
claim is alleged to be joint and several. Management, 
based on information received from its Puerto Rico 
counsel, believes the suit to be without merit.

The Company is also a defendant in several wage ac
tions for back wages plus liquidating damages and one 
action alleging an unlawful discharge of an employee. 
Management and the Company’s labor counsel feel the 
amounts claimed to be grossly exaggerated and that 
these suits will not result in any material liability on the 
part of the Company.

At December 31, 1973 the Company had additional 
contingent liabilities and other commitments as follows:
Notes discounted at banks.................................  $ 545,832
Conditional sales contracts discounted at bank.....  221,363
Guarantee of loans made by the pension fund to 

employees for the purchase of homes and home im
provements ....................................................  533,343

Donations pledged to philanthropic organizations and
payable in future years.................................... 317,000

Commitments for plant expansion........................  2,460,000
Purchase commitments......................................  1,260,000

G o vernm ent Litigation

GENERAL DYNAMICS CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note H: Contingent Liabilities—  A substantial portion 

of earnings for 1970 through 1973 is subject to review 
by the United States Renegotiation Board. Management 
believes that no refunds will be required under the Re
negotiation Act of 1951, and, consequently, no provision 
has been made therefor.

The Corporation remains contingently liable on ap
proximately $35,400,000 of long-term debt ($38,000,000 
at 31 December 1972) which was assumed by Houston 
Natural Gas Corporation in connection with the divesti
ture of Liquid Carbonic Industries, Inc. and its subse
quent merger with Houston Natural Gas in 1969. The 
debt is payable in varying installments to 1981.

In 1967 the U.S. Government instituted an antitrust 
action against the Corporation alleging that the com
mon ownership of Freeman Coal Mining Company and 
The United Electric Coal Companies violates Section 7 
of the Clayton Act and seeking to compel the divestiture 
of United Electric Coal. The trial has been concluded 
and a decision favorable to the Corporation was ren
dered on 13 April 1972. The United States has appealed 
to the Supreme Court and a decision is expected in due 
course which, regardless of outcome, in the opinion of 
management will have no material adverse effect on the 
accompanying financial statements. Sales and earnings 
of The United Electric Coal Companies in 1973 amount
ed to $22 million and $2.6 million, respectively.

In addition, there were other contingent liabilities, 
with respect to guarantees, lawsuits and other matters 
arising in the ordinary course of business. In the opinion 
of management, no material liability exists with respect 
to these contingencies.

NATIONAL DISTILLERS AND CHEMICAL 
CORPORATION (DEC)
Notes to Financial Statements
Note 4 (in part): Investments in and Advances to As

sociated Companies-  Approximately 52% of National 
Helium’s 1973 revenues and 42% of its operating in
come were from the sale of helium to the U. S. Govern
ment. The Government has served notice to terminate 
the helium contract and refused to accept helium de
liveries after November 12, 1973. National Helium sus
pended its helium extraction operations on that date. 
The dispute between National Helium and the Govern
ment is under litigation. It is not possible to state wheth
er the contract has been lawfully terminated or, if termi
nated, the date of such termination. While National Heli
um’s 1974 earnings will be dependent only on its hydro
carbon processing and marketing operations, which 
were profitable in 1973, the Company believes resolu
tion of this matter will not have a materially adverse ef
fect on its financial position or results of operations. Na
tional Distillers’ share of National Helium’s net income 
amounted to $4,020,000 in 1973 and $2,825,000 in 1972.

The Company is contingently liable in respect of in
debtednesses of certain of the associated companies for
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moneys borrowed. At December 31, 1973, the maximum 
amount of such contingent liability is estimated at 
$23,000,000 assuming the other investor in one of the 
associated companies involved makes its required con
tribution should the liability arise.

PALL CORPORATION (JUL)

Notes to Consolidated Financial Statements
Note 7 (in part): Contingencies and Commitments-  

On January 9, 1973, the United States Government insti
tuted an action against Pall Corporation for $659,739 al
leged to be the damages resulting from defective pumps 
sold by a former Pall subsidiary (the Government being 
assignee of the customer). A motion has been filed to 
dismiss the complaint as being barred by the statute of 
limitations. Motion papers and memoranda of law have 
been presented, argument has been had and the motion 
is now under consideration by the judge. It is the opin
ion of counsel, based on their extensive conversations 
with officers and other employees of Pall Corporation 
and their review of the applicable law, that there is no 
merit to the Government’s case.

RAYBESTOS-MANHATTAN, INC. (DEC)
Notes to Consolidated Financial Statements
Note L (in part): Commitments and Contingent Liabili

ties—  As a result of the closing of the Company’s plant 
in Passaic, New Jersey, in June, 1973, the State of New 
Jersey has assessed against the Company a purported 
“ tax”  in the amount of $13,474,357 under the Private 
Nonvested Pension Benefits Protection Tax Act, Chapter 
124, Laws of New Jersey 1973 (“ the Act” ) which became 
law in May, 1973, The Act provides for a “ tax”  upon em
ployers of 500 or more employees who cease to operate 
a place of employment in New Jersey in connection with 
a move of business operations outside the State. The 
“ tax” is based on the amount of nonvested pension 
benefits of employees who have completed 15 years of 
service. The Company has instituted an action in the 
Superior Court of New Jersey seeking, among other 
things, a declaratory  judgment that the Act violates the 
New Jersey and United States Constitutions. In addition, 
the Company has protested the assessment of the “ tax” 
and filed a petition of appeal from the assessment to the 
Division of Tax Appeals of the Department Of the Treas
ury of New Jersey. In order to obtain a release of the lien 
of any “ tax”  under the Act with respect to any of its 
property in New Jersey, the Company has filed with the 
Department of the Treasury of the State of New Jersey 
an indemnity bond secured by the pledge of 550,000 
shares of Cassiar Asbestos Corporation Limited owned 
by the Company. It is the opinion of management and 
counsel that the Act will be held unconstitutional and 
that the assessment will be vacated.

The Company is the defendant in a separate but relat
ed action, commenced in December, 1973, in the United 
States District Court of New Jersey, in which twenty-two 
named plaintiffs purport to represent themselves and 
other former employees of the Company’s Passaic plant. 
Plaintiffs seek compensatory and punitive damages al
legedly resulting from the closing of the plant and the 
alleged consequent loss of earned pension rights of

those employees whose pensions had not vested under 
the terms of the Company’s pension plan. The amount 
of damages claimed is not specified, but compensatory 
damages claimed would probably be substantially the 
same amount, without duplication, as that sought to be 
covered by the “ tax”  assessed against the Company 
under the Act. In the opinion of management and coun
sel, based upon facts known to them to date and their 
understanding of the present law, the Company has 
good and meritorious defenses to the complaint and 
should prevail.

In 1970, an action was commenced by the Connecti
cut Conservation Association, Inc., a non-profit corpo
ration, and three individuals against the Company, and 
various cities and other companies in Connecticut, 
seeking a permanent injunction regarding pollution of 
surrounding waters and $150,000,000 damages. In the 
opinion of counsel, the claims made against the Com
pany in this action are without merit and will not result 
in recovery in damages or any injunctive relief against 
the Company. No further action has been taken on this 
matter by any of the parties since the action was com
menced.

In 1972, the Company was named as a defendant in 
three, and in 1973 it was named as a defendant in four, 
product liability cases brought by asbestos workers or 
their personal representatives in the Federal District 
Court in Cleveland, Ohio. Each case names thirteen de
fendants, and seeks a total of $500,000 compensatory 
damages and $500,000 punitive damages from the thir
teen defendants as a group for alleged wrongful death 
or injury resulting from exposure to asbestos and as
bestos insulation materials. In the past, plaintiffs in the 
United States have generally been unsuccessful in ac
tions of this nature. In the opinion of counsel based on 
discovery proceedings to date, the potential liability, if 
any exists, to the Company in the above cases is signifi
cantly less than that of the majority of the other defend
ants. The Company believes that its share of such po
tential liability is fully covered by insurance.

Under an employment agreement with a subsidiary, 
an officer of that subsidiary is entitled to receive upon 
retirement after September 24, 1981 an annual pension 
of not less than $25,000 for his lifetime.

WARNER-LAMBERT COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 10: Contingencies- In 1971, the Federal Trade 

Commission (“ FTC” ) issued a complaint under Section 
7 of the Clayton Antitrust Act seeking divestitute by 
Warner-Lambert of Parke-Davis through a spin-off to 
Warner-Lambert’s shareholders and certain other relief. 
During 1973, a hearing was begun before an FTC ad
ministrative law judge. Initial prosecution and defense 
presentations were completed in January, 1974, and a 
decision by the administrative law judge is expected in 
mid-1974; however, final resolution, including any court 
review, could require several years. Parke-Davis’ assets 
and operations are significant: however, the elements of 
Parke-Davis that would be involved if the FTC were suc
cessful in its claim cannot presently be determined. 
Warner-Lambert believes that the merger does not vio
late the Federal antitrust laws and that this position will
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be ultimately upheld. In addition, special counsel for 
Warner-Lambert has advised the Company that while it 
is impossible to predict the ultimate outcome of this liti
gation, it is their opinion that the acquisition did not vio
late Section 7 of the Clayton Antitrust Act. Warner-Lam
bert has expressed its intention to preserve the divesti
bility of a viable Parke-Davis until the matter is resolved.

Certain other claims, suits and complaints arising in 
the ordinary course of business have been filed or are 
pending against Warner-Lambert and its subsidiaries. In 
the opinion of Warner-Lambert all such matters are ade
quately covered by insurance, or if not so covered, are 
without merit or are of such kind, or involve such 
amounts, as would not have a material adverse effect on 
the consolidated operating results or financial position 
of Warner-Lambert if disposed of unfavorably.

G u aran tee  O f In d eb ted n ess

CITIES SERVICE COMPANY
Notes to Consolidated Financial Statements
Note 10 (in part): Contingent Liabilities -  The Compa

ny and certain subsidiaries have guaranteed debt obli
gations of approximately $15.1 million of companies in 
which substantial stock investments are held. Also, 
under long-term agreements with certain pipeline com
panies in which stock interests are held, the Company 
and its subsidiaries have agreed to provide minimum 
revenue for product shipments or purchases. It is not 
anticipated that any loss will result from such agree
ments.

INTERNATIONAL MINERALS & CHEMICAL
CORPORATION
Financial Review
Commitments and Contingencies (in p a rt)-  At June 

30, 1973, IMC and certain consolidated subsidiaries 
having guaranteed indebtedness of others approximat
ing $4,700,000 (excluding $5,600,000 related to Sobin 
Chemicals, Inc. from which IMC was released in July , 
1973), and are contingently liable in connection with ap
proximately $1,200,000 of notes receivable discounted. 
IMC has a commitment to purchase certain phosphate 
ore properties for $2,600,000 prior to November, 1974.

U.S. INDUSTRIES, INC. (DEC)
Notes to Financial Statements
Note 1: (in part): Commitments and Contingencies-  

At December 31 , 1973, the Corporation was guarantor of 
$2.6 million of indebtedness, of which $1.3 million was 
attributed to an unconsolidated finance subsidiary, and 
is party to an income maintenance agreement with cer
tain creditors of USI Credit Corp., the major finance 
subsidiary, to maintain that subsidiary’s income at spec
ified levels. During 1973 the Corporation made a pay
ment of $3.7 million to USI Credit Corp. and at Decem
ber 31, 1973 has accrued a further liability of $2.0 mil
lion pursuant to this agreement. Wholly-owned consoli
dated subsidiaries were contingently liable for up to

$39.4 million in respect of notes receivable discounted 
and conditional sales contracts. In addition, the corpo
ration’s 80% owned subsidiary, Health Industries, Inc., 
had contingent obligations of $40.8 million relating to 
contracts receivable discounted and was guarantor of 
$5.0 million of indebtedness of its wholly-owned uncon
solidated finance subsidiaries.

P roposed Tax  A ssessm en ts

BRUNSWICK CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 7: Internal Revenue Service Examinations- In 

October, 1972, the Company filed a petition in the Unit
ed States Tax Court, in response to a statutory notice of 
deficiency received from the Internal Revenue Service in 
July, 1972, proposing adjustments to taxable income for 
the years 1962 through 1965. The proposed adjustments 
result principally from increases in the tax basis and 
useful lives assigned to repossessed bowling equipment 
and other deductions related to losses incurred in the 
Company’s bowling business. The proposed tax assess
ment for the four years was approximately $43,000,000, 
plus interest, and a 5% penalty of $2,100,000 for alleged 
negligence.

In June, 1973, the Company filed a petition in the 
United States Tax Court, in response to a statutory no
tice of deficiency received from the Internal Revenue 
Service in April, 1973, which proposed adjustments to 
taxable income for the years 1966 through 1969, similar 
for the most part to the adjustments proposed in the re
port for the years 1962 through 1965. The proposed tax 
assessment for the years 1966 through 1969 was ap
proximately $32,000,000, plus interest, and a 5% penalty 
of $1,600,000 for alleged negligence.

The Internal Revenue Service reports do not include 
all the offsetting adjustments (increased tax deductions 
principally for depreciation and cost of sales or scrap
ping) to which the Company would be entitled if the hig
her asset valuations asserted by the government are 
sustained. In January, 1974, the Internal Revenue Serv
ice filed a statement with the Tax Court acknowledging 
that an overstatement of approximately $22,000,000 did 
exist in this respect and that the total amount of pro
posed deficiencies for the years 1962 through 1969, 
based on the government’s proposed asset values, 
would be approximately $53,000,000, plus interest, and 
a 5% penalty of $2,600,000 for alleged negligence.

In the event any portion of the higher asset values 
proposed by the Internal Revenue Service is sustained 
after the Company has exercised its rights of appropri
ate appeal, the Company would be entitled to additional 
deductions and resulting tax refunds or credits for 1970 
and subsequent years. The years 1970 and 1971 are cur
rently under examination by the Internal Revenue Serv
ice.

The Company believes that its treatment of the items 
in question was proper and in accordance with both the 
Internal Revenue Code and generally accepted account
ing principles. In the opinion of legal counsel, the de
ductions taken by the Company were properly claimed 
in determining its income tax liability. The Company in
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tends to continue to defend its position vigorously at all 
appropriate levels of appeal.

Management is of the opinion that its reserves for 
Federal income taxes are adequate and that any adjust
ments which may ultimately be determined will not ma
terially affect the financial position or results of opera
tions of the Company.

ETHYL CORPORATION (DEC)

Notes to Financial Statements
Note 4: Internal Revenue Service Examination—  The 

Corporation has received reports of the Internal Reve
nue Service proposing additional income taxes for the 
eight taxable periods ended December 31, 1969. See 
caption “ Internal Revenue Service Examination”  In the 
Financial Results Section (page 6) of this report for fur
ther information.

Financial Results o f 1973 (Page 6)

Internal Revenue Service Examination- The Internal 
Revenue Service has completed its examination of the 
Company’s first eight taxable periods after the 1962 
Ethyl-Albemarle merger through the calendar year 1969. 
The IRS has proposed tax increases of $30 million, in
cluding interest, which would total $40 million if as
sessed on the same basis through 1973. The IRS posi
tion results from differences in the valuation of assets 
acquired in the merger and the allocation of values be
tween tangible and intangible assets. The IRS valuation 
of assets was made by a government engineer during 
the course of its examination. The Company based its 
asset valuation on an appraisal by independent apprais
ers made at the time of the merger.

It is the opinion of the Company’s counsel that the 
tax increase proposed by the IRS is far in excess of any 
tax which ultimately might be payable by the Company 
on the basis of a reasonable asset valuation. The Com
pany does not accept the IRS proposal and will continue 
to contest it.

FAIRCHILD CAMERA AND INSTRUMENT
CORPORATION (DEC)
Notes to Consolidated Financial Statements

Note 2: Federal Income Tax Assessment—  As previ
ously reported, the Internal Revenue Service has com
pleted examinations of the Company’s Federal income 
tax returns for all years prior to 1970 and has proposed 
numerous adjustments for the years 1964 through 1969. 
The most significant items relate to proposed increases 
in inventory valuation and costing and proposed reallo
cations of income and expense between the Company 
and its foreign subsidiaries.

At December 31, 1972, the examining agent’s original 
report reflected a proposed assessment, including inter
est, of approximately $24 million after carryback of ap
proximately $15 million of net operating losses. During 
1973, however, the Internal Revenue Service adopted 
new regulations relating to inventory costing and the 
Company has filed an election to follow the new regula
tions commencing in 1974. As a result of such election,

the inventory costing issues raised by the examining 
agent will effectively be eliminated from the original 
proposed assessment. In addition, as a result of profita
ble operations for the years 1972 and 1973, the Compa
ny has realized the benefit of all net operating loss car
ryforwards and has fully provided for the tax effect of 
differences between financial and taxable income. Con
sequently, certain of the proposed adjustments would 
provide future tax deductions to the Company, be ac
counted for as deferred taxes, and have no effect on in
come in future years.

At December 30, 1973, as a result of the events de
scribed in the previous paragraph, the remaining unre
solved adjustments proposed by the Internal Revenue 
Service would result, if the Service prevails, in a contin
gent maximum liability to the Company of approxi
mately $8 million (including accumulated interest net of 
Federal income tax) which would not be recoverable in 
future years. As to these remaining unresolved but pro
posed adjustments raised by the Internal Revenue Serv
ice, including the issues of proposed reallocations of in
come and expense between the Company and its for
eign subsidiaries, the Company has filed its protests 
with the Internal Revenue Service and is contesting and 
intends to defend vigorously against all significant ad
justments proposed including, if necessary, recourse to 
the courts.

Inasmuch as a reasonable determination of ultimate 
liability, if any, cannot be made pending resolution of 
the proposed adjustments, no provision has been in
cluded in the accompanying financial statements for 
such contingent liability. However, any material tax defi
ciencies which might arise from the final disposition of 
this matter, and which would not be recoverable in fu
ture years, would be accounted for as a prior period ad
justment and allocated on a retroactive basis to the per
iods to which they apply. In the opinion of Management, 
any ultimate settlement will not have a material effect on 
the consolidated financial condition of the Company.

The Company’s tax returns for 1970 and subsequent 
years were prepared on bases substantially consistent 
with those used in prior years. The Company’s Federal 
income tax returns for the years 1970 and 1971 are cur
rently being examined by the Internal Revenue Service.   
In the opinion of Management, any adjustments which   
may result from the examination will not have a material 
effect on the consolidated financial condition of the 
Company.

HOWMET CORPORATION (DEC)-
Financial Review
Australian Tax Assessment: The Australian tax au

thorities have proposed a tax assessment which at cur
rent exchange rates would result in an increase in the 
cost of alumina purchased by Howmet from Australian 
sources during the years 1967 through 1970 in the 
amount of $5,350,000. The proposed assessment is 
bein g contested. Howmet’s management is of the opin
ion that this matter will be resolved with no material ef
fect on Howmet’s reported financial position or results 
of operations.
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MALONE & HYDE, INC. (JUN)
Notes to Consolidated Financial Statements
Note C: Federal Income Taxes- Federal income tax 

returns have been examined for all open years through 
fiscal 1971, and deficiencies aggregating approximately 
$749,000 have been proposed. The Company has paid 
approximately $300,000 of these proposed deficiencies 
and has filed a claim for refund thereof. The refunds 
were not granted and the Company filed suit in Federal 
District Court for recovery of those taxes. The balance 
of approximately $449,000 is currently under protest. 
The Company is of the opinion that the returns as filed 
are correct and is, therefore, vigorously protesting the 
proposed deficiencies. It is not possible at this time to 
predict the ultimate outcome of the matter.

S a le  of R e ce ivab les

purchase of these notes, the Company agreed to pay to 
the Bank upon maturity of each note, amounts equal to 
interest at 1¼ % per annum in excess of the Bank’s 
prime rate.

In 1973, the Company successfully demonstrated that 
the Scan Converter display equipment for the F-4D and 
F-4E aircraft met contractually prescribed tests, includ
ing reliability requirements under contracts with the 
U.S. Air Force and McDonnell Douglas Corporation. No 
provision has been made in the Financial Statements for 
any possible demand by the U.S. Air Force or by 
McDonnell Douglas Corporation to have equipments 
delivered under such contracts modified by retrofit. It is 
the Company’s position, considering all pertinent facts 
with respect to the delivery of such equipments, and 
based upon the opinion of counsel, that the Company 
should be reimbursed for any substantial retrofit of 
equipment which may be demanded by the customers.

BUTLER MANUFACTURING COMPANY (DEC)
Financial Review
installment Sales Contracts—  The Company has sold 

installment contracts with a 15% contingent repurchase 
liability, which reduces as the contracts mature. During 
1973, $2,137,804 of contracts were sold at amounts ap
proximating net contract values. At December 31, 1973, 
the maximum repurchase liability was $910,549.

HAZELTINE CORPORATION (DEC)
Notes To Financial Statements
Note 15 (in part): Commitments and Contingencies-  

Prior to April 1, 1973 computer peripheral equipment 
manufactured by the Company for short-term rental to 
customers for a minimum initial period of twelve months 
was sold to an unrelated leasing company under an 
agreement which provided for the Company to be paid 
the full purchase price by the leasing company, upon 
acceptance of the equipment by the customer. The Fi
nancial Statements do not reflect the contingent liability 
of the Company with respect to the $4,256,000 of costs 
and profits of the leasing company for equipment sold 
to it for short-term rental not recovered during the 
short-term rental period, less the fair market value of 
any such equipment which may be remarketed by the 
Company after such short-term rental periods. This con
tingent liability declined from $5.4 million at March 31,
1973. Under the terms of an agreement with another un
related leasing company (See Note 9) covering the sale 
of similar equipment subsequent to April 1, 1973, the 
leasing company, and not Hazeltine, undertakes any risk 
that the equipment may not remain on rental with the 
customer and therefore no additional contingent liability 
accrues.

At December 31, 1973, the Company was contingently 
liable with respect to two $500,000 noninterest bearing 
promissory notes sold at face value to Franklin National 
Bank with recourse. Such notes, payable in January and 
February 1974, were received from Savin Business Ma
chines Corporation as advance payment for word proc
essor equipment to be manufactured by the Company 
and delivered to Savin. In consideration of the Bank’s

PULLMAN INCORPORATED (DEC)
Financial Review
Contingent L iabilities- The Corporation is contin

gently liable for $5,234,000 of notes discounted with 
banks and other financing institutions, but has a guar
antee from governmental agencies with respect to 
$1,106,000. In addition, the Corporation has also guar
anteed obligations for borrowed funds of $4,979,000 of 
which $4,800,000 represents a bank loan extended to 
Penn Pocahontas Coal Company.

C o m p liance  W ith  E nv iron m enta l S tand ards

THE ANACONDA COMPANY (DEC)
Financial Review
Protection of the Environm ent- Federal, state and 

local jurisdictions over nearly all company operating 
locations have been engaged in developing new, or 
amending existing, regulations covering the discharge 
of materials into the environment, or otherwise intended 
to protect the environment. The regulations include 
emission and ambient air standards that could materi
ally affect company metallurgical operations, effluent 
and water quality regulations that could materially affect 
its mining, metallurgical and manufacturing operations, 
and surface mining regulations that could materially af
fect its minerals exploration and open-pit mining opera
tions. The level of the company’s capital expenditures, 
its earnings and its competitive position are all subject 
to variation from the impact of the new or amended reg
ulations and their enforcement, but the extent of the 
possible variation cannot presently be forecast with any 
assurance of accuracy.

The State of Montana has promulgated emissions 
standards that are beyond the capability of the compa
ny’s copper smelter and aluminum reduction plant. 
These standards went into effect on July 1, 1973, and 
Anaconda has sought variances with respect thereto.
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LOUISVILLE CEMENT COMPANY (DEC)

Notes to Consolidated Financial Statements
Note E: Commitments—  The Company has agreed 

with the Indiana Pollution Control Board to install pollu
tion control equipment in 1974 and 1975 aggregating 
$3,600,000.

MOLYBDENUM CORPORATION OF AMERICA (DEC)

Notes to Consolidated Financial Statements
Note 9 (in part): Commitments and Contingencies-  

An agreement between the Company and Kennecott 
Copper Corporation pertaining to commercial exploita
tion of a columbium deposit held by an affiliate (Quebec 
Columbium Ltd.) provides that funds for the project up 
to $9,000,000 shall be shared 51% by Kennecott and 
49% by the Company should such a project be decided 
upon, with provision for financing the Company’s share 
that exceeds $3,000,000.

The Company has been granted a variance until De
cember 31, 1974 and has applied for an extension of 
such variance until December 31, 1975, in order to com
ply with State air quality standards at its Washington, 
Pennsylvania plant. If the Company is unable to comply 
with the air quality standards when the variance expires, 
it may be necessary to discontinue operations of the 
molybdenum roasting facilities at the Washington plant. 
The cost of pollution control facilities at the Washington 
plant or construction of new processing facilities at an
other location would be signiificant but cannot be deter
mined at this time. In addition, legislation related to en
vironmental pollution control may require capital ex
penditures at the Company’s mines and other plants.

REPUBLIC STEEL CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note H: Commitments and Contingent Liabilities- In 

the event certain companies are unable to make pay
ments on their indebtedness (principally related to con
struction of facilities by companies supplying raw mate
rials to the Corporation) the Corporation has agreed to 
pay specified amounts thereof aggregating $11,236,000 
at December 31, 1973.

The U.S. Environmental Protection Agency and vari
ous state and local governmental agencies of the sever
al states in which the Corporation operates manufactur
ing facilities have adopted, or are expected to adopt, 
standards and regulations relating to environmental 
quality control affecting the Corporation in substantially 
all of its operations.

Many of the environmental quality control regulations 
and standards, particularly those applicable to industrial 
process water discharges and toxic substances under 
the Federal Water Pollution Control Act Amendments of 
1972, either have not yet been finalized and published or 
are now undergoing substantial revisions. The Corpora
tion has filed permit and variance applications for its 
facilities as required.

The Corporation cannot now predict with any degree 
of certainty either the full effect upon the Corporation of 
existing environmental standards and regulations or the

effect of future policies which may be adopted by gov
ernmental authorities responsible for environmental 
quality control. Compliance with such laws, regulations, 
standards or policies will in the Corporation’s opinion 
require substantial additional capital expenditures in the 
near future and increased annual operating expenses 
for pollution control facilities, but the Corporation is 
unable to predict at this time the total cost of compli
ance.

In February, 1972, the United States, which has since 
been joined as plaintiff by the States of Michigan, Min
nesot ta  and W is cons in  and certain environm ental 
groups, filed suit against Reserve Mining Company, 50% 
owned by the Corporation, in the United States District 
Court for the District of Minnesota alleging that Re
serve’s discharge of taconite tailings into Lake Superior 
violates various Federal and state laws. Trial was com
menced August 1, 1973 and is expected to continue for 
several additional months. Counsel for the Corporation 
and Reserve have advised the Corporation that, in their 
opinion, Reserve’s defenses are meritorious and that the 
preponderance of evidence submitted to date shows an 
absence of the violations charged but that the outcome 
cannot be predicted at the present time. If the court 
were to grant the requested relief the capital and oper
ating cost to provide any required facilities could be 
substantial.

Econom ic S tab ilization  A ct of 1970

CONSOLIDATED PACKAGING CORPORATION (DEC)
Notes to Financial Statements
Note 10 (in part): Commitments and Contingencies-  

The Company’s operations during 1972 and 1973 were 
subject to regulations promulgated to implement the 
Economic Stabilization Program. The multiplicity of reg
ulations, the lack of guiding precedent and attendant 
uncertainty concerning the application of the regula
tions to the operations of the Company may have re
sulted in the Company’s inadvertent failure to comply 
with one or more of the regulations. Management be
lieves that the Company has complied in all material re
spects with the Economic Stabilization Program and 
that any possible non-compliance with the regulations 
promulgated pursuant thereto will not have a material 
adverse effect upon its financial position.

CHAMPION HOME BUILDERS CO. (FEB)
Notes to Consolidated Financial Statements
Note 8: Economic Stabilization Program -  During the 

fiscal year ended March 2, 1973, the Company changed 
the construction of mobile homes produced at certain 
locations to comply with new minimum performance 
standards of revised state building codes. The Compa
ny’s position is that mobile homes manufactured to 
meet these new standards constitute new products 
within the meaning of Price Commission Regulations: 
accordingly, the related price changes, amounting to 
approximately $2.8 million for the year, were not price 
increases, but rather constituted the establishment of
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allowable base prices for “ new property”  under the reg
ulations.

In the opinion of management, the Company has not 
increased prices and therefore should not be subject to 
any refunds or penalties. The Company has filed a for
mal request with the Cost of Living Council asking that 
it issue a ruling confirming the Company’s position. 
Pending the outcome of this ruling, no provision has 
been made in the consolidated financial statements for 
possible refunds or penalties provided by the regula
tions. Violations of regulations issued under the Econo
mic Stabilization Act may subject the violator to civil 
penalties of up to $2,500 or criminal penalties of up to 
$5,000 per violation, as well as require that price in
creases be rolled back or refunded in an amount up to 
three times the amount of the overcharge.

The amount payable under the terms of the Compa
ny’s incentive compensation plan for the plant manage
ment  g roup  of a bou t  200 employees exceeds the 
amount allowable under Pay Board Regulations for the 
fiscal year ended March 2, 1973 by approximately 
$880,000. The Company believes that its compensation 
policies are justified and has therefore recorded the full 
amount payable under the incentive compensation plan 
as an expense of the fiscal year. However, it is the Com
pany’s intention to withhold payment of the amount in 
excess of that allowed under the Pay Board Regulations 
until an application for exception has been approved by 
the Cost of Living Council.

GEORGIA-PACIFIC CORPORATION (DEC)
Financial Footnotes
Note 13: Economic Stabilization Program - Prices of 

some of the Corporation’s products and wages of its 
employees are regulated under the Economic Stabiliza
tion Act of 1970. Certain products including logs, lum
ber, plywood, particleboard, hardboard, chemicals, and 
other similar products are not controlled under the cur
rent Phase IV regulations. Several reviews as to compli
ance with the applicable regulations of the Act have 
been conducted by the Internal Revenue Service. No 
notice of deficiency or noncompliance has been issued 
as a result of these reviews. Management believes that 
the Corporation has complied with the terms and condi
tions of the applicable regulations of the Act.

HOFFMAN ELECTRONICS CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 8: Contingencies—  The company produces and 

sells two types of products -  standard and custom -  
as defined by Phase II regulations of the Economic Sta
bilization Act of 1970. There were no significant in
creases in sales or profits of the standard products in 
1973 or 1972. Although there was an increase in 1972 in 
the company’s “ profit margin”  when compared with the 
“ base period profit margin” as defined in Phase II of the 
Act, representatives of the Cost of Living Council have 
reviewed these margins as they relate to custom prod
ucts and have indicated on an informal basis that no 
further review will be made. It is the opinion of manage
ment that the contracts under which custom products

were manufactured were negotiated using the compa
ny’s customary pricing practices; thus such profit mar
gin increases do not result from increases in sales 
prices over allowable amounts and are not subject to re
fund.

IOWA BEEF PROCESSORS, INC. (OCT)
Notes to Consolidated Financial Statements
Note L: Economic Stabilization A c t -  The Company’s 

operations are subject to the Economic Stabilization Act 
of 1970. Management believes that the Company has 
complied, in all material respects, with all terms and 
conditions of the applicable regulations of the Act. 
However, the complexity o f the regulations, lack of 
g u id in g  prec eden t  and attendant uncertain ty con
cerning application of the regulations may expose the. 
Company to in terpretations by regulatory authority 
which differ from that of management. The Company 
believes, however, that it has no exposure thereunder 
which could materially affect its financial position at No
vember 3, 1973, or the results of operations for the year 
then ended, but the restrictive effect of the provisions of 
the Economic Stabilization Act may have an adverse ef
fect on future operations which is not determinable.

NEEDHAM PACKING COMPANY, INC. (MAR)
Notes to Financial Statements
Note 7: Under provisions of the Economic Stabiliza

tion Act, the company filed with the Cost of Living 
Council compliance reports showing for the 1972 fiscal 
year that substantially no excess profits had been 
earned since inception of Phase I and II controls in Au
gust and November, 1971. In late May, 1973, the compa
ny received a remedial order from the Council alleging 
that approximately $395,000 of the profits earned princi
pally in the first quarter of the 1972 fiscal year (April 
through June, 1971, prior to price controls) were excess 
profits: the remedial order calls for the return through 
reductions of three times the alleged excess. Subse
quent to the order, the company filed amended compli
ance reports on a basis showing no excess profits were 
earned during the compliance period as well as during 
the period April through June, 1971. In late June, 1973, 
the Council proposed settlement for the 1972 fiscal year 
in the amount of $395,000; part of this proposal, howev
er, would require that the company file subsequent 
compliance reports on a different basis than incorporat
ed in the proposed 1972 settlement. The change in re
porting is unacceptable to the company since it would 
retroactively result in violation in the 1973 fiscal year of 
approximately $800,000; under the company’s existing 
reporting method no violations exist. It is expected that 
the disputed matter will not be resolved in the near fu
ture. On the basis of conservatism, the financial state
ments at March 31, 1973 include an accrual before tax 
effect of $700,000 relating to this matter. Company man
agement is of the opinion that there has been full com
pliance with the intent and provisions of the Act, and 
that the ultimate outcome of this matter, when finally re
solved, will not materially adversely affect the compa
ny’s financial position.
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P u rchase O r F inanc ing  C om m itm ents

ARMCO STEEL CORPORATION (DEC)
Financial Summary
Commitments and Contingencies- In connection 

with the debt financing of Armco Leasing Corporation, 
Armco has agreed to cause Armco Leasing to maintain 
working capital (as defined) of not less than $1,000,000 
and equity (as defined) of not less than $5,000,000.

Armco has also guaranteed the debt ($32,644,000 at 
December 31, 1973) of its Australian and European leas
ing and financing subsidiaries.

Armco and the other 50% shareholder of Reserve 
Mining Company are obligated until the outstanding 
principal amount of first mortgage bonds (Series A. 
$63,760,000; Series B, $55,040,000) of Reserve is paid in 
full, to take the entire production of Reserve, and, as to 
each half-owner, to pay 50% of Reserve’s operating 
costs and interest charges. If and to the extent that Re
serve shall not have made the necessary payments, each 
s h a re h o ld e r  is also o b l i ga te d  to pay one-half the 
amounts needed by Reserve for (a) fixed sinking fund 
requirements and final maturity amount on the said 
bonds, and (b) certain future capital replacements.

In addition, at December 31, 1973, Armco is guarantor 
of approximately $78,000,000 of debt of other com
panies in which Armco has an equity interest.

Commitments for the purchase of property, plant, and 
equipment (including unexpended amounts relating to 
p r o j e c t s  s u b s ta n t ia l l y  un der  way) am ou n te d  to 
$65,756,000 at December 31, 1973.

LEHIGH PORTLAND CEMENT COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 9: Commitments and Contingencies- The com

pany has a commitment through a bank for the private 
placement of $7,000,000 of Industrial Revenue Bonds at 
an interest rate of 4¾  percent for the purchase of cer
tain pollution control equipment. Part of this commit
ment is expected to be utilized in 1974. The majority of 
the company’s cement is delivered to its customers by 
an independent common carrier. If the services of the 
carrier are terminated at any location, Lehigh may be re
quired to purchase at book value the equipment used at 
that location. The aggregate book value of equipment at 
all locations was approximately $5,000,000 at December 
31, 1973. Lehigh has guaranteed certain site develop
ment loans made in conjunction with the Iron Run real 
estate development undertaken in 1972 as a joint ven
ture between one of its wholly-owned subsidiaries and 
another company. The guarantee covers the venture’s 
line of credit with a bank for $2,500,000. Loans out
standing under the line at December 31, 1973, totaled 
$504,000. The joint venture has obtained construction 
loan commitments in the amount of $1,200,000. Loans 
outstanding under the commitments at December 31, 
1973, totaled $133,000.

During 1973, Lehigh entered into an agreement for 
the sale of a parcel of non-operating real estate to an in

d e pen den t  real estate d e v e lo p m e n t  company for 
$6,500,000. At December 31, 1973, a down payment of 
$650,000 had been received. The balance under the 
agreement is due at the closing, scheduled to occur no 
later than December 31, 1974. Lehigh’s cost basis in the 
property is approximately $1,700,000. In accordance 
with generally accepted accounting principles pertain
ing to real estate transactions of this nature, gain will be 
recognized at the time of closing or when the buyer’s 
total investment in the property results in a material eq
uity interest therein.

Lehigh is a named defendant in certain legal actions 
arising in the ordinary course of its business. In the 
opinion of management of the company, damages aris
ing from such actions, if any, would not be material to 
the company’s financial position or results of opera
tions.

REYNOLDS METALS COMPANY (DEC)
Notes to Consolidated Financial Statements
Note K (in part): Contingent Liabilities and Commit

ments—  Various suits and claims are pending against 
the Company. In the opinion of the Company’s manage
ment and of its counsel, disposition of the suits and 
claims will not involve sums having a material adverse 
effect upon the consolidated financial statements.

The Company is committed to pay its proportionate 
share (37%) of the annual production charges (including 
debt service on the long-term borrowing referred to 
below) as defined in the agreement relating to its inter
est in the partnership owning an alumina plant in Jamai
ca having a rated capacity of 1,300,000 tons per year. At 
December 31, 1973, there was outstanding a total of 
$219,700,000 of long-term borrowing incurred by this 
partnership for construction of the alumina plant. The 
Company as a 50% participant in an alumina plant in 
West Germany has entered into commitments to pay its 
share of production cost (including debt service) in con
nection with the plant. At December 31, 1973, Deutsche 
Mark obligations of the alumina enterprise translated at 
approximately $117,249,000 (estimated to amount ulti
mately to $142,000,000) were outstanding.

C o ntingen t P aym ents  B ased  On Future Earn ings  
O f A cqu ired  C om p an ies

AMERICAN CYANAMID COMPANY (DEC)
Notes to Consolidated Financial Statements (thou

sands of dollars)
Note 2 (in part): The Real Estate Subsidiaries (Ervin 

Industries, Inc.) are not consolidated with the accounts 
of the company. Under terms of the September 1970 ac
quisition agreement for The Ervin Company, in 1972 the 
company issued 163,370 additional shares of common 
stock to the former stockholders of The Ervin Company 
and is obligated to issue up to 129,344 additional shares 
based on future earnings of The Ervin Company. Upon 
the issuance of such shares the par value is charged to 
additional paid-in capital (none in 1973, $817 in 1972).
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BELDING HEMINWAY COMPANY, INC. (DEC)

Notes to Financial Statements
Note G (in p a rt)-  In connection with the acquisition 

of a subsidiat7  in 1971, the Company is obligated to 
issue additional shares of Common Stock if earnings (as 
defined) are achieved by the subsidiary in the five year 
period ending June 30, 1976. As of March 11, 1974, the 
Company is negotiating the amount of shares issuable, 
if any, for earnings achieved through December 31, 
1973; the Company estimates that the fair value of the 
shares which may be issued as of that date would not be 
material. To the extent that additional shares are issued, 
the fair value thereof will be charged to “ Intangibles Ap
plicable to Subsidiaries Acquired.”

COMMERCIAL METALS COMPANY (AUG)
Notes to Consolidated Financial Statements
Note 1 (in part): Contingent Liabilities and Commit

ments: Additional Shares To Be Issued- In connection 
with the acquisition of Howell Metal Company in Au
gust, 1968, the Company has agreed to issue additional 
shares of its common stock contingent upon earnings 
of the subsidiary over a seven year period. The addition
al number of shares to be issued shall not be less than 
2,592 shares nor more than 22,032 shares. Based upon 
accumulated earnings through the respective year-ends, 
8,300 shares and 2,592 shares are included in average 
common shares outstanding for purposes of computing 
earnings per share for 1973 and 1972.

DOYLE DANE BERNBACH INC. (OCT)
Notes to Consolidated Financial Statements
Note B (in part): A cquisition- Snark Products Inc., 

a manufacturer of low-priced plastic boats, was ac
quired during fiscal 1971, for an indeterminate number 
of shares of the Company’s common stock computed 
under a formula based on average earnings of the ac
quired company for the years 1971, 1972, 1973 and the 
average market prices of the Company’s common stock. 
At October 31, 1973, the estimated total number of 
shares of the Company’s stock issuable in connection 
with this acquisition decreased from 48,298 to 28.649.

During fiscal 1972, the Company, either directly or 
through its subsidiaries, acquired the following busi
nesses: (1) Gallagher Small Holdings Limited, which, in 
turn, owns all of the outstanding capital stock of Gallag
her Small Limited and Cohen Brown Orr Limited, adver
tising agencies in Great Britain for $307,000 and 49,533 
shares of its common stock, which includes the maxi
mum of 6,344 shares of stock the Company has agreed 
to pay, as an additional purchase price based on earn
ings attained above specified levels through 1975. It is 
estimated that the full 6,344 shares will be earned and 
these shares have been reflected in the computation of 
earnings per share.

(2) JUF Marketing GmbH, a West German Corpora
tion, which, in turn, has an 80% interest in Fahrenson & 
Fehse Werbeagentur, a limited partnership engaged in 
the advertising agency business in Munich, West Ger
many for $707,174 and 7,400 shares of its common 
stock.

(3) Milici Advertising Agency, Inc., an advertising 
agency in Hawaii for 20,000 shares of its common stock.
The Company has also agreed to pay as an additional 
purchase price, a maximum of 20,000 shares of its com
mon stock, but in no event shall the fair market value of 
the additional shares to be issued exceed $480,000, 
computed under a formula based on average earnings 
of the acquired company above a specified level for the 
years 1973-1976 and the average market prices of the 
Company’s common stock. On the basis of the earnings 
for the year ended October 31 , 1973, the estimated addi
tional number of shares of the Company’s stock to be 
issued is 4,607.

E nergy

THE ANACONDA COMPANY (DEC)

Financial Review
Energy- An adequate supply of energy is essential 

for the successful and profitable operation of the entire 
range of Anaconda’s mining and manufacturing opera
tions. In view of the present energy shortage, the com
pany has taken steps to obtain commitments for the 
adequate supply of fuels, including the purchase of in
terests in certain crude oil production. Other steps that 
have been taken include increasing storage capacity 
and instituting fuel-saving measures.

While rising fuel costs could have an important effect 
on Anaconda’s overall profitability, present expectations 
are that fuel shortages should not create any significant 
interruptions of the company’s operations. However, the 
ultimate effect of the current energy shortage on Ana
conda depends in large measure upon the adoption and 
implementation of governmental regulations with re
spect to fuel allocation as well as upon worldwide and 
nationwide events affecting fuel supplies and related 
materials.

APECO CORPORATION (NOV)
Notes to Consolidated Financial Statements
Note 8 (in part): Commitments and Contingencies-  

As of November 30, 1973, the Company was contingent
ly liable to various financial institutions for guarantees 
of leasing company receivables, customer floor plans, 
d is c o u n te d  notes, repurchase agreements, etc., in 
amounts totaling $6,300,000.

The Company is a defendant in various lawsuits and, 
in the opinion of management, adequate provision has 
been made in the accounts for its ultimate liability, if 
any, in connection with these suits.

The Company is accruing for the possible payment 
of royalties under a patent relating to the production 
and sale of paper used in the electrostatic photocopy 
process. The validity and enforceability of this patent is 
uncertain and is presently being litigated by others.

The Company has encountered a decline of business 
in its boat and recreational vehicle divisions and, subse
quent to November 30 , 1973, has temporarily suspended 
production at several plants. The Company believes that 
the decline is primarily due to the uncertainties arising
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out of the energy crisis. If the fuel shortage continues in 
1974, it may have an adverse effect on the operations of 
these divisions, which represented approximately 17% 
of consolidated net sales of 1973.

The Company is not able to accurately determine the 
effect of inflation on its inventory or cost of sales. Mate
rial and labor costs have been increasing; however, the 
Company has not been able to raise certain of its selling 
prices immediately upon realizing these cost increases 
because of regulatory restraints on domestic prices.

BRUNSWICK CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 15: Energy- Energy problems are causing some 

raw materials, particularly petrochemicals, to be in short 
supply, and as a consequence, purchase prices are in
creasing. Commitments have been made with key sup
pliers extending through 1974. Accordingly, scheduled 
production should not be disrupted by a lack of materi
als.

Shortages of gasoline could reduce consumer de
mands for marine engines. Other recreational products 
are showing increases in demand. Because of the ques
tions about fuel availability and uncertain plans of boat 
builders, the construction schedule for a new 600,000 
square foot plant for MerCruiser stern drives has been 
temporarily deferred.

FAIRCHILD INDUSTRIES, INC. (DEC)
Notes to Financial Statements
Note 11: Energy Shortages- The Corporation’s facili

ties require various types of energy for their operation. 
To date, no serious difficulties have been encountered 
in obtaining the necessary supplies. Further, many of 
the products marketed by the Corporation depend on 
energy for their operation. Noteworthy among these are 
the Merlin and Metro series of aircraft manufactured 
and sold by the Corporation’s subsidiary, Swearingen 
Aviation Corporation, and F-28 jet aircraft marketed by 
the Corporation. The ultimate effect, if any, of the ener
gy shortages on the Corporation’s operations is not now 
determinable.

GEORGIA-PACIFIC CORPORATION (DEC)
Financial Footnotes
Note 15: Energy and Fuel Allocation Program s- The 

Federal Government has announced mandatory alloca
tion programs for propane and middle distillate fuels. At 
this time, it appears that additional allocation programs 
may be announced which will further affect energy and 
fuel supplies. The Corporation has attempted to antici
pate these fuel and energy shortages and continues to 
pursue alternatives to provide adequate supplies for all 
of its plants and operations through conservation of ex
isting supplies and location of additional suppliers and 
fuels. While some production cutbacks may be neces
sary, it is not anticipated that energy and fuel allocation 
programs now in effect will have a material adverse ef
fect on the Corporation’s productive capabilities. How
ever, the impact of any future energy programs which

may be promulgated cannot be predicted.

LENOX, INCORPORATED (DEC)
Notes to Consolidated Financial Statements
Energy Situation —  The current energy shortage has 

not yet had any material adverse effect upon either the 
Company’s manufacturing operations or the level of 
customer orders. Although natural gas is used in the 
production processes at the china, crystal, and glas
sware operations, the nature of the Company’s utility 
contracts and its development of alternative stand-by 
programs assure normal operations in 1974, barring 
drastic and unforeseen reductions in fuel supplies. With 
respect to raw materials, the plastic housewares subsi
diary is experiencing difficulties in obtaining sufficient 
supplies of thermoplastic resins. However, should there 
be any resulting production interruption at that subsidi
ary, it is not expected to have a material adverse impact 
upon overall Company sales and earnings. Raw materi
als used by the Company’s twelve other subsidiaries are 
in adequate supply.

LESLIE SALT CO. (DEC)
Financial Review

Commitments and Contingencies (in part):
Company management cannot determine the effects 

of the energy crisis on the Company’s future operating 
results. The Company is on an interruptible basis for 
natural gas used in the manufacturing operation. A sys
tem of stand-by fuels is maintained, but the availability 
of these fuels is also uncertain. Shortages of fuel for 
ships carrying salt and possible lower demand by Japa
nese customers for salt from Australia present the larg
est energy related uncertainty to the Company.

Proposed G o vern m en t R egu lations

FAIRCHILD CAMERA AND INSTRUMENT
CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 8 (in part): Contingencies and Commitments-  

As announced in December, 1973, due to recent prob
lems experienced by the electronics industry, the Com
pany is reviewing its practices with respect to compli
ance with the United States customs laws applicable to 
products imported into the United States.

The Company has undertaken its review to assure 
compliance with the highly complex customs laws con
cerning classification and valuation of imported articles, 
as well as to determine the propriety and adequacy of its 
past practices.

Representatives of the Company have initiated con
tact with the Customs Service and advised it of the 
Company’s voluntary program. When the internal review 
is completed, the Company will submit to the Service 
proposals regarding future handling of customs activi
ties and information concerning any past inadequacies
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discovered in the review.
In certain cases, the Customs Service has statutory 

authority to collect underpayments of duty and, in some 
instances, to assess civil penalties based upon the value 
of the imports involved.

No determination can now be made as to whether any 
penalty assessment will be proposed. Petitions for rem
ission or mitigation are permitted under customs stat
utes and regulations, and have been granted to varying 
degrees in other situations involving electronics com
panies. There is no assurance that the Company’s vol
untary submission will result in mitigation of such liabil
ity as may be assessed against it. However, the Compa
ny intends to pursue this matter diligently so as to mini
mize the ultimate consequences to the Company. The 
Company has made provision in its financial statements 
for the estimated amount of underpayments and a pro
vision for possible penalties. In the opinion of Manage
ment, any ultimate liability which may result will not 
have a material effect on the consolidated financial con
dition of the Company.

RANCO INCORPORATED (SEP)
Notes to Consolidated Financial Statements
Note 8: Contingency- During 1973 the U.S. Treasury 

Department withdrew proposed regulations which had 
been in effect since 1966 and substituted new proposed 
regulations dealing with the determination of foreign 
source income which, if adopted, would materially af
fect the use of foreign tax credits by multi-national cor
porations. Since the new proposed regulations have not 
been adopted, are subject to change, and the Treasury 
is considering the possibility of applying them prospec
tively only, it is not possible to determine their effect, if 
any, on the Company’s financial position and results of 
operations. The new proposed regulations, as written, 
would be retroactively applied to the Company’s fiscal 
years ended on or after September 30, 1971, and would 
cause a substantial reduction in the foreign tax credits 
which were used to reduce U.S. income taxes. However, 
it is believed that there are opportunities available to re
duce foreign taxes if the new proposed regulations are 
adopted, thereby minimizing their effect.

C O N T IN G E N T  AS SETS

Table 1-21 shows the nature of contingent assets dis
closed in the 1973 annual reports of the survey com
panies. Examples of contingent asset disclosures fol
low.

Loss or In ves tm en t C red it C arryforw ard s

GENERAL CIGAR CO., INC. (DEC)
Notes to Financial Statements
Note 3 (in part): Income Taxes- The Company has 

available as benefits to reduce future federal income tax 
liability, subject to applicable limitations, foreign tax 
credits of $511,000 ($261,000 expiring in 1977, $250,000 
in 1978) and in ve s tm e n t tax c re d its  o f $408,000 
($245,000 expiring in 1978, $95,000 in 1979 and $68,000 
in 1980). Included in these amounts are the unused tax 
benefits resulting from the extraordinary loss described 
in Note 2. The 1973 and 1972 provision for federal in
come taxes has not been reduced by any investment tax 
credit.

GENERAL RESOURCES CORPORATION (OCT)
Notes to Consolidated Financial Statements
Note L: Income Taxes- The provision for income 

taxes in 1973 includes the following;
Current taxes:

F e d e ra l.................................................................................... $178,000
S ta te ........................................................................................  $24,000

$202,000
The Company has available for future periods operat

ing loss carryovers totaling $2,105,000 expiring as fol
lows:
1975 .......     $575,000
1976 ..............................................................................................  845,000
1977 ..............................................................................................  685,000

In addition, the Company has approximately $110,000 
of investment tax credits and foreign tax credits availa
ble to reduce future United States income taxes, which 
expire in varying amounts through October 31, 1981.

TA B LE 1-21: C O N T IN G E N T  A SSETS
1973 1972 1971 1970

Operating loss carryforwards... 64 60 54 49
Investment credit carryforwards. 32 44 32 29
Plaintiff litigation. . . . . . . . . . . . . . . . . 37 19 
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6 14 13 12

Total Disclosures................ 139 137 99 90
Number of Companies disclosing

contingent assets. . . . . . . . . . . . . . . 100 94 77 71

GIDDINGS & LEWIS, INC. (DEC)

Notes to Consolidated Financial Statements
Note 6: Income Taxes- Income tax credits have not 

been recognized against the overseas subsidiary’s 1973 
and 1972 operating losses (see Note 2) as available tax 
loss carrybacks were used in prior years. The losses 
may be carried forward against future taxable income of 
the subsidiary. The 1972 loss incurred by the Company 
was carried back to recover federal income taxes paid in 
prior years. Operating losses incurred by the Company 
for 1970 through 1972 for state income tax purposes in 
the amount of $17,300,000 (after use of $2,700,000 in
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1973 — see Note 8) are available to be carried forward  
against future state taxab le incom e. Of this am ount 
$3,600,000 expires in 1975, $10,600,000 in 1976 and  
$3,100,000 in 1977.

W ARD FOODS, INC.
Notes to Consolidated Financial Statements
Note 4 (in part): Income Taxes— No provisions for 

federal incom e taxes were required in 1973 and 1972  
because of the losses for the years and the net operat
ing loss carryforw ard. No dom estic tax benefits w ere  
recognized for tax carryforw ards in the 1973 and 1972  
C onsolidated S tatem ents of O perations.

At D ecem ber 29, 1973 on the basis of returns filed  
(or estim ated for the  1973 return), the Com pany had tax  
carryforwards as reflected below:

begun discovery in the case, and based on inform ation  
developed to date, the C om pany’s liability, if any, should  
be lim ited to the unpaid balance on account. This 
am ount is reflected as a current liability by the C om pa
ny  

The Com pany has brought suit against Paul J. H ewitt 
and Associates alleging theft of trade secrets in connec
tion w ith the C om pany’s electron ic golf caddy. The  
Com pany asked for $1,000,000 punitive and $1,000,000  
actual dam ages. No counterclaim  has been filed against 
the Com pany.

CRANE CO. (DEC)
Financial Review
Litigation- In Decem ber, 1973, the C ourt of Appeals  

reaffirm ed its earlier decision that Am erican Standard  
Inc. and Blyth & Com pany, Inc. w ere liable to C rane for 
violations o f the Securities Exchange Act of 1934 in 
connection w ith the law suit arising out of the m erger of 
W estinghouse A ir B rake Com pany and Am erican S tan
dard, and directed the D istrict C ourt to com m ence its 
assessm ent of dam ages. C rane intends to continue this  
case and seek appropriate  recovery, but it is not possi
ble at this tim e to determ ine the exten t of the award. 
The Court of Appeals has also agreed to hear an interim  
appeal of Am erican S tan d ard ’s suit against Crane for 
so-called “ insider’s p ro fits ’’ in connection w ith the  
forced sale of Am erican Standard stock w hich C rane re
ceived in the m erger. M anagem ent continues to believe  
that C rane will ultim ately prevail in this lawsuit, since  
even if Am erican Standard w ere perm itted recovery, 
counsel advises that it would be an e lem ent of C ran e ’s 
overall dam ages.

W ALT D ISN EY PR O DU CTIO N S (SEP)
Notes to Consolidated Financial Statements
Note 3: Taxes on Income— The provision for taxes  

on incom e includes:
1973 1972

C u r re n t-F e d e ra l...............................................  $16,265,000 $17,136,000
State and F o re ig n .......................  4,682,000 4,697,000

D efe rred .................................................................  18,969,000 13,000,000
Investment credits am o rtize d ....... ................  (2,516,000) (733,000)

Total provision..............................................  $37,400,000 $34,100,000
The red uced effective tax rate fo r fiscal year 1973 is 

principally due to investm ent tax credits and the  tax  
benefit resulting from certain 1973 incom e taxed under 
the Internal Revenue Code section applicable to a 
Dom estic International Sales C orporation.

Investm ent tax credits under the Revenue Act of 1971 
a m o u n t in g  to  $ 1 2 ,5 0 1 ,0 0 0  a t S e p te m b e r  3 0 , 1973  
($ 6 ,4 1 8 ,0 0 0 - 1972) related to qualifying asset additions  
(including theatrical and television film  productions) are  
deferred. The Com pany also has substantial claim s on 
file for investm ent tax credits on theatrical and te levi
sion film  productions under the Revenue Act of 1962, 
w hich are currently the subject of litigation. The United  
States C ourt of Appeals for the Ninth C ircuit on May 29, 
1973 upheld a judg m ent in favor of the Com pany ren
dered by the United States D istrict Court. The judg m ent 
is not final because the tim e w ithin w hich the govern-

Expires at close 
of fiscal year
1974 ......................
1975 ......................
1976 ......................
1977 ......................
1978 ......................
1979 ......................
1980 ......................

Net
Operating

Losses$___
31,387(a)

2,980,727(a)
5,014,744

$8,026,858

Invest
ment Tax 

Credits 
$ 35,577

210,530

199,972
287,522
250,000

$983,601

Foreign
Tax

Credits
$65,572

59,355
365,120

82,248
2,150,000

$2,722,295

(a) Represents net operating loss carryforw ard for fed 
eral incom e tax purposes w hich is realizable only upon 
the generation of fu ture taxab le incom e of the  restau
rant group. The restaurant group is classified as a dis
continued operation at D ecem ber 29, 1973.

Because of differences in tim ing between expenses  
reported for financial statem ent purposes and deduc
tions taken for incom e tax purposes, losses reported  
cum ulative to D ecem ber 2 9 ,  1973 for financial statem ent 
purposes exceed those reported for tax purposes by ap
proxim ately $15,000,000. The principal tim ing d ifference  
results from reserves established fo r losses and future  
costs to be incurred in connection w ith the disposal of 
discontinued operations. These tim ing differences in 
addition to the $8,026,858 tax net operating loss and tax  
cred it carryforw ards will be available to reduce taxab le  
incom e of future years.

Pla in tiff L itigation

CITATION M ANUFACTURING  C O M PAN Y, INC. (JUN)
Notes to Financial Statements
Note 10: Litigation— A suit has been filed against the  

C om pany by the  Telex C orporation, a form er supplier of 
com ponents for the C om pany’s e lectronic golf caddy. 
The suit asks fo r an unpaid balance on account of 
$ 2 7 ,4 5 3  a n d  d a m a g e s  fro m  b r e a c h  o f c o n tra c t  of 
$294,234. The C om pany has filed a counterclaim  for 
negligence, breach of contract, and breach of w arranty  
am ounting to $1,132,673. The C om pany’s counsel has



Contingencies 59

merit may petition the United States Supreme Court for 
review has not expired. The judgment involves the Com
pany’s claim for a refund with respect to its income tax 
return for fiscal year 1962 amounting to $99,160 plus in
terest of approximately $35,000. In addition, the Compa
ny believes that the principles established in the case 
also apply to fiscal years subsequent to 1962. The Com
pany has filed suit claiming tax refunds for fiscal 1963 
through 1969 totaling approximately $6,900,000, exclu
sive of accrued interest of approximately $2,500,000. 
These claims will not be reflected in the Company’s ac
counts until collection is assured.

HOFFMAN ELECTRONICS CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 7 (in part): L itiga tion- In September and Octo

ber 1973, the Company instituted actions against M & T 
Chemicals, Inc. and Airco, Inc. in the United States Dis
trict Court, Central District Court of California, seeking 
to recover damages in excess of $6,000,000, resulting 
from the failure of the defendants to meet delivery 
schedules for installation of certain equipment pur
chased by the company and the failure of that equip
ment to operate properly. Both have denied the claims 
and have filed counter-claims in the actions seeking to 
recover approximately $571,000, which they allege is 
owed to them by the company as a portion of the pur
chase price of the equipment. The company haS filed 
replies to the counter-claims denying any liability.

MCA INC. (DEC)

Notes to Consolidated Financial Statements
Note 4 (in part): Income Taxes—  The Company has 

filed refund claims to protect its position that it is ent
itled to the investment tax credit on eligible theatrical 
and television films under the Revenue Act of 1962. An
other film producer brought suit on this matter and in 
February 1974 the United States Supreme Court denied 
review of lower court decisions favorable to the produc
er. The application of the courts’ decisions beyond the 
particular litigation has not been established. The Com
pany will not reflect in its accounts any of the refund 
claims of $11,500,000 for years 1962 through 1970, any 
interest thereon or the very substantial investment tax 
credit carryovers which would also become available, 
until the matter has been favorably and finally resolved.

Except for the abovementioned refund claims, the 
Company’s federal income tax returns have been settled 
through 1970 and all assessments have been paid.

PETTIBONE CORPORATION (MAR)
Notes to Consolidated Financial Statements
Note 11: Litigation—  On April 5, 1972, the Company 

filed a lawsuit in the U.S. District Court, with the North
ern District of Illinois, Eastern Division, against Caterpil
lar Tractor Company, alleging Caterpillar with violation 
of the Federal anti-trust laws with respect to the distri
bution and sale of undercarriage replacement parts for 
Caterpillar crawler tractors. The Company has asked for 
treble money damages in an unascertained amount for 
injury to its business and property and for an injunction

against the alleged wrongful acts.
The Company’s counsel is of the opinion that this 

case should be called for trial early in 1974.

ROWE FURNITURE CORPORATION (NOV)
Notes to Consolidated Financial Statements
Note 8: Contingencies- A suit was instituted by the 

Company in February, 1973 against former Rowe Furni
ture Corporation employees, et al., for alleged conspira
tal theft and attempted and/or actual use of the trade 
secrets of Rowe Furniture Corporation, and for breach 
of their employment duties. The approximate amount 
against all defendants is $4,000,000. A trial date has not 
been set in this matter.

In J u n e , 1973 s u it was file d  by ce rta in  fo rm e r 
em ployees of Rowe Furniture C orporation, against 
Rowe Furniture Corporation, et al., for an alleged depri
vation of entitlement to Profit-Sharing and Retirement 
Fund Plan benefits. A hearing has not been set. It is the 
opinion of counsel for the Company that no relief can 
be obtained against Rowe Furniture Corporation.

UNITED INDUSTRIAL CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 5: Contract Negotiations- The incurred cost of 

a fixed-price contract completed in 1970 for the United 
States Government is in excess of the present contract 
value by approximately $1,454,000. The Company had 
submitted claims in excess of $1,454,000 applicable to 
additional work which, in the opinion of management, 
was required for satisfactory completion of the contract 
and was not included in the original contract.

In January 1974 the Company received the decision 
on the claims by the Armed Services Board of Contract 
Appeals which resulted in substantial entitlement for the 
Company. However, both the U.S. Government and the 
Company have filed motions for reconsideration of cer
tain of the claims.

Negotiations with the U.S. Government contracting 
officer are currently planned for early 1974 to determine 
the amount of settlement on those claims decided in 
favor of the Company. Management believes that it is 
not presently possible to estimate the amount of recov
ery and, that as in prior years, no provision for loss is 
necessary. Any material adjustment resulting upon con
clusion of the negotiations would be reflected as a prior 
period item.

O ther

CENTRAL SOYA COMPANY, INC. (AUG)
Notes to Consolidated Financial Statements
Business Combinations (in part): Purchases- Effec

tive December 31, 1971, the Company acquired the as
sets of a foreign holding company (whose subsidiaries 
are collectively referred to as the Provimi group) in a 
transaction accounted for as a purchase. The purchase 
price is subject to reduction if certain assets are not re
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alized or if certain liabilities or claims are paid. During 
1973 the Company notified the former Provimi owners 
that under the terms of the purchase agreement, the 
purchase price should be reduced from $9,811,000 to 
$6,921,000. As the former owners have not agreed to 
this adjustment, its effect has not been reflected in the 
accompanying consolidated financial statements. The 
excess ($2,590,000) of the unadjusted purchase price 
over the fair value of the assets acquired has been in
cluded in other assets. When the final purchase price is 
determined, the amount, if any, remaining in other as
sets will be amortized.

The accompanying consolidated financial statements 
include the accounts of the Provimi group at May 31, 
1973 and 1972 and their results of operations since De
cember 31, 1971. If it were assumed that the operations 
of the Provimi group had been included for all of 1972, 
the 1972 revenues would have been increased by ap
proximately $60,000,000 and there would have been no 
material effect on net earnings.

SCOVILL MANUFACTURING COMPANY (DEC)
Notes to Consolidated Financial Statements
Note K: As of December 30, 1973, the Company held 

approximately 14,000,000 pounds of metal under the 
terms of a consignment agreement with a supplier 
which provides that the Company shall pay an amount 
approximating the consignor’s cost for metal purchased 
plus an amount equivalent to interest on such cost dur
ing the period of consignment. At December 30, 1973, 
the market value of the metal held on consignment was 
in excess of the amount the Company would be re
quired to pay the supplier upon release of the metal 
from consignment.

A. 0. SMITH CORPORATION (DEC)
1973 In Review/Finance
The Company sold, effective November 30, 1972, its 

50 percent interest in A. 0. Smith Corporation Of Texas 
to Armco Steel Corporation. Under the terms of the 
agreement, the company will receive cash payments 
over an indefinite period with the amount of such pay
ments based on the operating performance of the Texas 
line pipe business. While 1973 line pipe performance 
was not sufficient to produce a payment, it is antici
pated that total payments, based on forecasts of future 
line pipe volume, will approximate the company’s cur
rent investment of $4,903,000 plus interest. Therefore, 
no gain or loss has been recognized on the transaction. 
In the event that Armco decides to liquidate the line pipe 
business, the company is guaranteed no less than 
$1,700,000. Any loss incurred would be recorded at the 
time such events occurred.

WHEELING-PITTSBURGH STEEL CORPORATION (DEC)
Notes to Financial Statements
Note F: Insurance Claim—  In 1972, the Corporation’s 

operations were shut down at several locations by a 
flood. In 1973, the Corporation filed an insurance claim 
for recovery of related damages. Management is unable 
at this time to ascertain the amount which may be re

ceived on this claim, but believes that it will not have a 
material effect on stockholders’ equity.

SUBSEQUENT EVENTS

Events or transactions which occur subsequent to the 
balance sheet date but prior to the issuance of the fi
nancial statements and which have a material effect on 
the financial statements should be either reflected or 
disclosed in the statements. Sections 560 and 561 of 
Statement on Auditing Standards No. 1 set forth criteria 
for the proper treatment of subsequent events.

Table 1-22 classifies disclosures of subsequent events 
included in the 1973 annual reports of the 600 survey 
companies.

Examples of subsequent event disclosures follow.

Business C om binations

GULF RESOURCES & CHEMICAL CORPORATION (DEC)
Notes to Financial Statements
Note 8: Subsequent E vent- On March 13, 1974, pur

suant to a Plan of Merger dated January 31, 1974, Gulf 
and its wholly-owned subsidiary. The Bunker Hill Com
pany (Bunker Hill) consummated the merger of Pend 
Oreille Mines & Metals Company (Pend Oreille) with and 
into Bunker Hill. In connection therewith, Gulf issued 
736,265 shares of its Common Stock to the stockholders 
of Pend Oreille (other than Bunker Hill, which owned 
891,519 shares or 34.76% of the outstanding stock of 
Pend Oreille) and Bunker Hill, the surviving corporation, 
continued to be a wholly-owned subsidiary of Gulf. The 
34.76% interest, owned by Bunker Hill before October

TA B LE 1-22: S U B S E Q U E N T EV EN TS

Nature 1973 1972 1971 1970
Business combinations pending 

or effected. . . . . . . . . . . . . . . . . . . . . . 44 51 45 69
Debt incurred reduced or refi

nanced . . . . . . . . . . . . . . . . . . . . . . . . . . . 28 28 24 65
Sale of assets. . . . . . . . . . . . . . . . . . . . . 19 37 22 20

  Employee benefits. . . . . . . . . . . . . . . 15 11 14 29
Stock splits or dividends.. . . . . . . 13 23 27 2
Litigation. . . . . . . . . . . . . . . . . . . . . . . . . . 9 21 14 22
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24 58 25 99

Total Disclosures................ 150 229 171 306
Number of Companies
Disclosing subsequent events.... 134 180 147 226
Not disclosing subsequent events 466 420 453 374

Total.................................. 600 600 600 600
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31, 1970, will be accounted for as a purchase and the 
65.24% acquired on March 13, 1974, will be accounted 
for as a pooling-of-interests. Prior years’  financial state
ments will be restated in subsequent reports to retroac
tively reflect the acquisition of the 65.24% interest in 
Pend Oreille on a pooling-of-interests basis. Had the 
merger been completed prior to December 3 1 , 1973, the 
acco m p a n y in g  consolidated statements of income 
would have been restated to reflect combined opera
tions as follows;

Pro Forma (unaudited) 
Year Ended

Dec. 31, Dec. 31, 
1973 1972

Revenues (in thousands)........................  ......  $147,615 $127,249
Net income (in thousands)............................. $ 7,439 $ 2,835
Net income per share:
On common and common equivalent

sh ares......................................  $1.24 $.36
On common shares assuming full dilution $1.13 $.36
Weighted average number of shares out

standing during the year:
On common and common equivalent

sh ares ...................................... 5,212,366 5,154,277
On common shares assuming full dilution 7,674,725 7,537,364

N et In c o m e  i n c lu d e s  e x tra o rd in a ry  item s of 
$1,407,000 and $56,475 in 1973 and 1972.

HERFF JONES CO. (JUN)
Notes to Consolidated Financial Statements
Note 9: Events Subsequent to Date of Report of Inde

pendent Accountants- On July 27, 1973 the Company 
and Carnation Company entered into an agreement 
under which the Company would be merged into Carna
tion in a pooling of interests. The merger terms provide 
for exchange of Carnation common stock for all out
standing shares of the Company’s common stock at the 
rate of one share of Carnation common stock for each 
5.42 shares of Herff Jones Co. common stock. The 
merger is subject to obtaining approval of the Herff 
Jones Co. shareholders.

The Company has entered into an agreement for the 
purchase of certain assets, including inventory, fixed 
assets and prepaid items of A.J. Nystrom & Co., a Chica
go-based Delaware corporation which produces educa
tional aids. The purchase price will be approximately 
$2,150,000, payable in cash and promissory notes.

HARSCO CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 10: Possible Acquisitions o f Business- As of 

December 31, 1973, the Company had agreements in 
principle with Modulus Corporation and Patterson-Kel
ley Co., Inc. providing for the merger of these com
panies into Harsco. Under the agreements, the Compa
ny would issue 500,000 shares and 100,000 shares of its 
common stock, respectively, for these companies. On 
February 25 , 1974, the merger discussions with Modulus 
were broken off.

LOCTITE CORPORATION (JUN)

Notes to Consolidated Financial Statements
Note 12: Subsequent Events—  On August 27, 1973, 

the Board of Directors approved an increase in author
ize d  shares o f com m on s to ck  from  8,000,000 to
12,000,000 and proposed a three-for-two common stock 
split. These proposals are subject to shareholder ap
proval at the Company’s Annual Meeting on September 
28, 1973.

On August 20, 1973, Loctite Corporation acquired 
Douglas Kane Group Limited. In connection with the ac
quisition, 126,088 shares of the Company’s common 
stock were issued for all the outstanding capital stock of 
Douglas Kane.

This transaction has been accounted for on a pooling 
of interests basis. Supplemental condensed financial in
formation, set forth below, reflects the combining of 
Loctite and Douglas Kane.

LOCTITE CORPORATION AND DOUGLAS KANE GROUP 
LIMITED

Supplemental Consolidated Sales and Earnings Data

Year Ended 
June 30 June 30

1973 1972
Net sa les ................................................................  $37,204,000 $27,134,000
Net e a rn in g s ........................................................  5,749,000 $3,919,000
Earnings per s h a re ............................................ $ .90 $ .61

Supplemental Condensed Consolidated Balance
Sheet

June 30 June 30
1973 1972

Assets
Current as s e ts ....................................................  $21,936,000 $16,394,000
Property, plant and equipment, less accu

mulated depreciation .................................... 6,582,000 5,134,000
Other long-term a s s e ts .................................... 1,409,000 1,325,000

$29,927,000 $22,853,000
Liabilities and Shareholders’ Equity
Current liab ilities................................................  $ 9,160,000 $ 7,332,000
Long-term liab ilities........................................... 1,793,000 1,765,000
Shareholders’  eq u ity .........................................  18,974,000 13,756,000

$29,927,000 $22,853,000
The above data reflects the elimination of inter-com

pany sales by Loctite to Douglas Kane and related profit 
in inventory.

The fiscal years of Loctite and Douglas Kane were 
historically the 12-month periods ended June 30 and 
September 30, respectively. However, Douglas Kane 
changed to a June 30 fiscal year, effective June 30,
1973. The consolidated supplemental financial Informa
tion for 1973 has been presented on a June 30 basis. 
The consolidated supplemental financial information for 
1972 has been presented on a June 30 fiscal year basis 
but contains the accounts of Douglas Kane for its year 
ended September 30, 1972. As a result of the use of dif
ferent fiscal years in 1972, Douglas Kane’s net sales of 
$1,014,000 and net earnings of $47,000 for the three 
months ended September 30, 1972 are included in the



62 Section 1: General

consolidated supplemental 
both 1973 and 1972.

financial information tor

INTERNATIONAL MULTIFOODS CORPORATION (FEB) 
Notes to Consolidated Financial Statements
Note 9: Subsequent Events- Subsequent to February 

28, 1973 the Company acquired the net assets of 
Feinberg Distributing Company, Inc., a meat processor 
and distributor, and Freeman-McFarlin Potteries, Inc., a 
ce ram ic  d e c o ra tiv e  accessories m anufacturer, for
90,000 shares and 26,787 shares of common stock, re
spectively, in pooling-of-interests transactions.

The unaudited pro forma results for fiscal years 1973 
and 1972, assuming inclusion of the results of the 
pooled companies, would have been as follows:

1973 1972
Net sales............................................ $536,135,669 $463,921,062
Net earnings...................   10,070,839 8,652,241
Net earnings per share of common stock 

after preferred stock dividends..........  $2.75 $2.47

UNITED AIRCRAFT CORPORATION (DEC)
Notes to Financial Statements

Note 10: Merger with Essex International, Inc. on Feb
ruary 5, 1974—  On February 5, 1974, Essex Internation
al, Inc. became a wholly-owned subsidiary of the Corpo
ration. In this connection, the Corporation’s authorized 
shares of Preferred Stock were increased to 10,000,000 
shares, of which 3,539,125 shares of $8.00 Cumulative 
D iv idend  C onve rtib le  Preferred Stock and 552,887 
shares of $2.84 Cumulative Dividend Convertible Prior 
Preferred Stock were issuable as of the effective date of 
the merger in exchange for all of Essex’ outstanding 
common stock and preferred stock, respectively. The 
acquisition will be accounted for as a purchase.

On a pro forma basis, the Corporation’s consolidated 
long-term debt and capital structure at December 31, 
1973 adjusted to give effect to the merger transaction is 
as follows:
Long-term debt, excluding current portion:
5% Sinking Fund Notes due 1981........................  $ 39,000,000
4½% Subordinated Debentures due 1988 ..............  512,000
5⅜% Subordinated Debentures due 1991 (convertible) 54,393,000 
4½% Subordinated Debentures due 1992 (convertible) 114,163,000
5⅜% Convertible Subordinated Debentures due 1996 50,000,000
9¼% Notes payable 1975 .................................... 40,000,000
51¼% Note due 1979.......................................  .. 14,950,000
Other................................................  8,447,000

$321,465,000
Shareholders' equity:
$2.84 Preferred Stock- 552,887 shares (liquidating

preference- $51 per share).............................. $ 18,826,000
$8.00 Preferred Stock- 3,539,125 shares (liquidating

preference- $100 per share).............  301,268,000
Common Stock- 11,748,225 shares......  199,825,000
Retained earnings...............................  357,314,000

$877,233,000

The Debentures due 1991 and 1992 are convertible 
as of the date of the merger into 1.55 and 1.35 shares of 
Common Stock, respectively, for each $100 principal 
amount. The Debentures due 1996 are convertible into 
approximately .84 shares of $8.00 Preferred Stock for 
each $100 principal amount. Each share of the $2.84 
Preferred Stock is convertible into .4 shares of $8.00 
Preferred Stock, and each share of the $8.00 Preferred 
Stock is convertible into approximately 2.22 shares of 
Common Stock.

In the foregoing table the amounts assigned to Pre
ferred Stock are based upon the market value of the 
$8.00 Preferred Stock. Such aggregate value of the Pre
ferred Stock issued or issuable in connection with the 
merger is less than the values tentatively assigned to the 
net assets of Essex by an amount of approximately 
$3,000,000; such amount, subject to any further merger 
adjustments, will be applied in reduction of the carrying 
values of the non-current assets of Essex. On the basis 
of the foregoing, and upon the assumption that all of 
the 5⅜ % Debentures due 1996 and the $2.84 Preferred 
Stock will be converted into $8.00 Preferred Stock, the 
operating results of the Corporation with Essex for the 
year ended December 31, 1973, on a pro forma basis as 
though the merger had been effective at the beginning 
of that year, would have been:

Pro forma
Sales...............................................................  $3,134,100,000
Net income....................................................... 98,700,000
Less dividends applicable to $8.00 preferred stock .. 33,500,000
Net income applicable to Common S tock...............  $ 65,200,000
Earnings per common share:
Primary............................................................  $ 5.52
Fully diluted...................................................... $ 4.38

Under the provisions of the $8.00 Preferred Stock, the 
Corporation is restricted as to the amount of cash divi
dends which it may pay on its Common Stock; however, 
such provisions would not have restricted the per-share 
amount of dividends declared in 1973.

S a le  of A ssets

AMERICAN METAL CLIMAX, INC. (DEC)
Notes to Financial Statements ($ thousands, except 

per share amounts)
Note 16: Subsequent Event- On January 30, 1974 

AMAX sold, at a profit, one-half of its interest in AMAX 
A lum inum  Company, Inc. (Aluminum), a subsidiary 
holding substantially all of AMAX interests in the Alumi
num business, to Mitsui & Co., Ltd. for $124.8 million 
cash, subject to certain adjustments. Subsequent to the 
sale, AMAX plans to follow the equity method of ac
counting for its investment in Aluminum. The financial 
position of Aluminum (excluding certain long-term lia
bilities not assumed by Aluminum at December 3 1 , 1973
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and 1972) and the results of operations for the years 
then ended are summarized below:

1973 1972
S a le s ....................................................................... $373,000 $311,000
Earnings before income ta x e s ...................... 27,000 16,000
Current A ssets ..................................................... 137,000 122,000
Total A ss e ts ......................................................... 267,000 252,000
Current Liabilities............................................... 49,000 38,000
Deferred income taxes and non-current lia

bilities ................................................................. 17,000 16,000

MIDLAND-ROSS CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note J: Subsequent Event- The Company entered 

into an agreement, effective January 18, 1974, covering 
the sale of rights to the Midrex direct reduction process 
and a direct reduction plant for the production of metal
lized pellets and related inventories in Georgetown, 
South Carolina. The Company is to receive payments in 
the next ten years based on the designed production 
capacity of direct reduction plants constructed utilizing 
Midrex technology, with required minimum payments 
during two consecutive three-year periods beginning in 
1974 regardless of the amount of construction activity.

The Board of Directors and Shareholders o f Motorola, 
Inc.:

We have examined the consolidated balance sheets 
of Motorola, Inc. and Subsidiaries as of December 31, 
1973 and 1972, and the related statements of consoli
dated earnings and retained earnings, additional paid-in 
capital and changes in financial position for the years 
then ended. Our examinations were made in accord
ance with generally accepted auditing standards, and 
accordingly included such tests of the accounting rec
ords and such other auditing procedures as we consid
ered necessary in the circumstances.

In our opinion, the aforementioned consolidated fi
nancial statements present fairly the financial position 
of Motorola, Inc. and Subsidiaries at December 31, 1973 
and 1972 and the  re su lts  o f  t h e i r  o p e ra tio n s  and 
changes in their financial position for the years then 
ended, in conformity with generally accepted account
ing principles applied on a consistent basis.- Accoun
tants’ Report.

February 5, 1974, except as to note 12 which is as 
of March 12, 1974.

Notes to Consolidated Financial Statements
Note 12: On March 12, 1974, the company announced 

that it had reached an agreement in principle to sell the 
home television receiver business in April, 1974 to a 
subsidiary of Matsushita Electric Industrial Co. Ltd. of 
Japan, subject to certain approvals, terms and other 
conditions, for cash. The company expects its net pro
ceeds from the disposition of the home television re
ceiver business (including the net proceeds from the 
disposition of certain assets not being sold to Matsushi
ta) to be slightly in excess of book value.

Debt

AMERICAN BILTRITE INC. (DEC)
Notes to Consolidated Financial Statements
Note K: Subsequent E vent- In 1973, the Company 

arranged with the City of Tullahoma, Tennessee for the 
construction and financing of a manufacturing facility in 
that city. On January 9, 1974, the financing was com
pleted by the sale of $4,600,000 of industrial revenue 
bonds, which bear interest at an effective rate of 6.14% 
and mature ratably over twenty years in progressive an
nual amounts. It is expected that the construction of the 
manufacturing facility will be completed in the latter 
part of 1974.

ANHEUSER-BUSCH, INCORPORATED (DEC)
Notes to Consolidated Financial Statements
Note 9: Subsequent E vent- In February, 1974, the 

company sold $100,000,000 of 7.95% sinking fund de
bentures, due February 1, 1999. On February 7, 1974, 
$83,875,000 of these debentures were issued. The re
maining $16,125,000 are subject to delayed delivery, 
contracts providing for delivery and payment on July 15,
1974. The d e b e n tu re s  m ature  annually from 1985 
through 1999.

EASCO CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 9: Subsequent Events- The Company entered 
into a new loan agreement on February 15, 1974 relating 
to its promissory notes due in 1986. The new agreement 
combines a new loan of $9,500,000 with the existing 
loan of $6,500,000. Under the new loan agreement, the 
Company’s promissory notes, in the aggregate amount 
of $16,000,000, are due in 1989; bear interest at the rate 
of 8.45% per annum and require annual payments in the 
amount of $1,300,000 beginning in 1978. The new 
agreement provides for similar covenants and restric
tions as existed under the previous agreement de
scribed in Note 2.

Proceeds from the new loan agreement, $9,500,000 
were received on February 20, 1974 and have been ap
plied to the reduction of short-term notes payable to 
banks.

Litigation
PEPSICO., INC. (DEC)

Notes to Consolidated Financial Statements

Note 2 (in part): Rheingold C o rp -  In November 1972, 
82% of the outstanding common stock of Rheingold 
Corp. was purchased in a cash tender offer. At that time, 
the Federal Trade Commission challenged PepsiCo’s 
acquisition of shares of Rheingold, alleging that it vio
lated certain provisions of the Federal antitrust laws. In 
January 1974, PepsiCo entered into a consent order 
with the FTC which settled the antitrust litigation. The 
consent order principally requires PepsiCo to divest
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R heingold ’s concentrate  m anufacturing subsidiary, Fla
vette C orporation, and PepsiCo’s St. Louis, Missouri 
soft drink bottling operations and assets by August
1975. C om pliance w ith this consent order is not expect
ed to have a m aterial adverse effec t on the  financial po
sition or operations of PepsiCo. In D ecem ber 1973, the  
acquisition of the m inority interest in Rheingold was  
com pleted w ith the m erger of Rheingold and another 
subsidiary of PepsiCo.

PHELPS DO D G E CO R PO R ATIO N  (DEC)
Notes to Consolidated Financial Statements
Contingencies (in part)— In a com pla in t served Feb

ruary 15, 1974, the C orporation was nam ed a defendant 
by a non-profit corporation seeking to set aside that 
portion of the D ecem ber 21, 1973 order of the  Arizona  
Air Pollution Control Hearing Board w hich approved op
eration of the Douglas sm elter through N ovem ber 30, 
1974, w ithout any perm anent production curtailm ent. If 
successful, this suit m ight substantially reduce the  
am ou nt of copper produced at the sm elter before No
vem ber 30, 1974. The C orporation will contest the suit.

GRANG ER ASSO C IATES (AUG)
Notes to Financial Statements
Note 3: Notes and Contracts Receivable

Promissory note due from Dome & Margol
in on sale of East Coast operations......

1973

$ - - -

1972

799,830
Other notes and conditional sales con

tracts .................................................................. $44,174 85,021

44,174 884,851
Less portion included in current assets ... 40,128 247,566
Balance due after one y e a r............................ 4,046 637,285
Less allowance for lo s se s .............................. — 50,000

$ 4,046 587,285
On August 27, 1973, the Com pany agreed to accept 

a cash settlem ent of $547,991 in full paym ent of the  
D o m e & M argolin  note, the rem aining principal balance  
of w hich was $572,383. The transaction was closed on 
Septem ber 26, 1973, w hen the agreed am ount plus ac 
crued interest was paid d irect to the bank to be applied  
against the C om pany’s long-term  bank loan (N ote 4). 
The d iscount of $24,392 has been included in operating  
expenses for the year ended August 31, 1973, and the  
cash proceeds have been applied to reduce the  bank  
loan payable on the balance sheet at that date.

O ther

Board of Directors and Shareholders
Action Industries, Inc.
W e have exam ined the consolidated balance sheet of 

ACTION IN DU STR IES , INC. and subsidiaries at June 30, 
1973 and the related consolidated statem ents of in 
com e, shareholders’ equity, and changes in financial 
position for the  year then ended. O ur exam ination was 
m ade in accordance w ith generally accepted auditing  
standards, and accordingly included such tests of the  
accounting records and such other auditing procedures  
as w e considered necessary in the circum stances. W e  
m ade a sim ilar exam ination of the financial statem ents  
for the preceding year.

In our opin ion, these financial statem ents present 
fairly the financial position of ACTIO N INDUSTRIES, 
INC. and subsidiaries at June 3 0 ,  1973 and the results of 
the ir operations and changes in financial position for 
the year then ended, in conform ity w ith generally ac
cepted accounting principles applied on a basis con
sistent w ith that of the preceding year. -  Report of Inde
pendent Accountants.
(Except for Note 10 w hich is Septem ber 13, 1973)

Notes to Financial Statements
Note 10: Subsequent Events- On Septem ber 13, 

1973, the Com pany agreed to purchase increasing  
quantities of e lectric  lamps (light bulbs) from  a foreign  
m anufacturer at an aggregate cost of approxim ately  $28  
m illion during the 5-year period 1974 thru 1978. Pur
chases of such items w ere approxim ately $600,000 dur
ing the  fiscal year ended June 30, 1973 and the C om pa
ny is com m itted to purchase $1 .6  m illion thereof be
tw een July 1 and D ecem ber 31, 1973.

IOWA BEEF PR O CESSO RS, INC. (OCT)
Notes to Consolidated Financial Statements
Note M: Subsequent Event- During the last w eek of 

January 1974, Iowa Beef Processors, Inc. received in for
m ation indicating that a portion of the  collateral for an 
account receivable had been m isappropriated by a third  
p a r t y .  A n  a c c o u n t  r e c e i v a b l e  o f  a p p r o x i m a t e l y  
$7,500,000 had been previously collateralized by a se
curity interest in certain agricultural com m odies of ap
proxim ately equal value. Prelim inary inventories ind i
cate that approxim ately one-half of the collateral has 
been m isappropriated by persons w ho, though not the  
ow ne rs  o f  the collateral, had custody thereof as bailee. 
At the present tim e, the Com pany believes that it has 
sufficient legal and equitable  rem edies available to pro
tect its interest in the rem aining collateral and to realize  
a substantial return on the unsecured portion of the  ac 
count. Because of the  recent advent of this situation, 
the C om pany’s prelim inary assessm ent of the ultim ate  
collectability of the account may change. Consequently, 
out of abundant caution the C om pany has reserved, 
against its first quarter 1974 earnings, the entire  am ount 
represented by the now uncollatera lized portion of the  
account receivable.

THE RUCKER C O M P A N Y (DEC)
Notes to Financial Statements
Note 10 (in part): Stock Options- In January, 1974  

the Board of D irectors adopted, subject to shareholder 
approval, an unqualified stock option plan. This plan 
authorizes the  granting of options to purchase 150,000  
shares of com m on stock at a price not less than the fa ir 
m arket value of the  shares on the dates that the options  
are granted for term s up to 10 years. O ptions granted  
under this plan may be exercised even w hile an option
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ee holds qualified options granted at earlier dates and 
with higher exercise prices.

MWA COMPANY (JUN)
Notes to Consolidated Financial Statements
Note 6: Subsequent Event- On August 27, 1973 the 

Board of Directors declared a 5% stock dividend on the 
Company’s common stock payable October 19, 1973 to 
stockholders of record at September 21, 1973, which 
will result in the issuance of approximately 30,245 addi
tional shares of common stock, of which 29,782 would 
be outstanding. The number of shares reserved under 
the stock option plan, as stated in Note 3, and the net 
income per share included in the accompanying consol
idated statement of income have been adjusted to re
flect this stock dividend.

OLIN CORPORATION (DEC)
Financial Review

Proposed Reclassification and Exchange of Common 
S to ck -  On January 31, 1974, the board of directors ap
proved a plan, subject to shareholder approval, to 
change the company’s authorized common stock from
40,000,000 shares of $5 par value to 30,000,000 shares 
of $1 par value; to reclassify the presently issued com
mon shares into $1 par value new common shares; and 
to exchange each outstanding share of Olin common 
stock for one-half share of new Olin common stock and 
one-third of a common share of Olinkraft, Inc., the com
pany’s wholly owned forest products subsidiary. The 
proposed exchange, which is subject to a favorable rul
ing from the Internal Revenue Service, would result in 
Olinkraft becoming a separate publicly held company.

In connection with the reclassification and exchange, 
Olin will make a $15,000,000 capital contribution to Ol
inkraft, which will assume $52,651,000 of Olin’s present 
long-term debt. No effect has been given to the pro
posed transactions in the accompanying financial state
ments which include Olinkraft revenues and net income 
of $242,700,000 and $21,700,000, respectively. Olin’s net 
assets will decline by approximately $130,000,000 when 
its investment in Olinkraft is transferred to Olin share
holders.

POWERS REGULATOR COMPANY (MAR)

Notes to Consolidated Financial Statements
Note 5: Plant Shut Down Subsequent To Balance 

Sheet Date—  On May 26, 1973 the Company’s principal 
manufacturing plant in Skokie, Illinois was closed as a 
result of a labor strike. The strike has no effect on the fi
nancial statements for the fiscal year ended March 31, 
1973.

STONE CONTAINER CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 9: Event Subsequent to Date of Accountants’ 

Report—  The Company and its subsidiaries are subject 
to the Economic Stabilization Act of 1970 (“ Act” ). On 
February 27, 1974, the Company received a “ Notice of 
Probable Violation”  of the Act and regulations thereun

der for the quarter ended September 30, 1973. The no
tice requested the Company to demonstrate why it is not 
in violation of the Act or attendant regulations. The 
Company is preparing its reply to the Notice in which it 
is taking the position, based upon grounds which in the 
opinion of counsel are sound, that it is not in violation 
of the Act or regulations thereunder. In the opinion of 
counsel, the outcome of this matter will not have a ma
terial adverse effect on the Company; accordingly, no 
provision has been made for the effect, if any, of the al
leged violation.

URIS BUILDINGS CORPORATION (SEP)
Events Subsequent to Date of Auditors’ Report 

a. Foreclosure on construction loan
On February 27, 1974 the bank lender commenced 

foreclosure proceedings on a $62,000,000 past due con
struction loan collateralized by a building and tenant 
leases as described in Note 3 to the financial state
ments. The foreclosure action was taken after the Com
pany’s subsidiary which owns and operates the building 
rejected a short-term extension of the loan which would 
not have provided additional financing for tenant instal
lations and carrying costs in excess of anticipated rental 
income.

At September 30, 1973, the Company’s investment in 
and advances to the aforementioned subsidiary after 
deducting pretax losses (reflected in the financial state
ments) was approximately $8,500,000. The following 
table summarizes, on a proforma basis, the adjustments 
that would have been made to reflect the anticipated 
disposition of the building by foreclosure had it been 
provided for in the accompanying financial statements 
at September 30, 1973:

As
Reported

Pro
Forma

Adjust
ments

Pro
Forma

Ad
justed

Reserve for estimated losses on investments in prop
erties. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $11,887,000 $8,500,000 $20,387,000

Retained earnings (deficit). . . . . . . . . . . . . . . . . . . . . . . . .  ($4,618,000) ($8,500,000) ($13,118,000)
Net (loss).............................................................  ($17,427,000) ($0,500,000) ($25,927,000)
Net (loss) per s h a re . . . . . . . . . . . . . . . . . . . . . . . . .  ($2.17) ($1.06) ($3.23)

The accompanying consolidated statements of in
come (loss) include $6,587,000 and $4,944,000 of reve
nues and $10,153,000 and $4,071,000 of pre-tax losses 
in fiscal 1973 and 1972, respectively, relating to the afo
rementioned building. The fiscal 1973 consolidated bal
ance sheet, in addition to the $62,000,000 construction 
loan, includes $74,873,000 of land and buildings, net of 
$3,380,000 depreciation, and $4,336,000 of net liabilities, 
relating to this building.

During the period October 1, 1973 through February 
27, 1974, the Company made additional advances of 
$5,136,000 to the subsidiary to finance tenant construc
tion costs and operating losses. In addition to the re
serve for estimated loss on investment noted above, es
timated pre-tax operating losses of $4,500,000 which 
were incurred by the subsidiary during this period will 
be reflected in the Company’s consolidated financial 
statements for the year ending September 30, 1974.
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b. Sale of hotel interests

On March 9, 1974, the Company entered into agree
ments for the sale of its 50% interests in the New York 
Hilton and Washington Hilton hotels and the Rye Town 
Hilton Inn for $38,500,000 subject to certain increases 
for mortgage amortization payments made prior to clos
ing, which is expected to occur in June 1974. The Com
pany’s investment in the aforementioned properties at 
September 30, 1973 was approximately $14,200,000. It is 
estimated that the sale, when consummated, will result 
in a pre-tax gain in excess of $20,000,000, which will be 
reflected in the Company’s consolidated financial state
ments for the period in which the closing occurs.

U.S. GOVERNMENT CONTRACTS

Chapter 11 of ARB No. 43 discusses in detail the rec
ommended procedures in accounting for cost-plus- 
fixed-fee contracts, contracts subject to renegotiation, 
terminated war and defense contracts, and their presen
tation in financial statements.

The amount and nature of the information given in 
the 1973 reports of the survey companies with respect 
to their United States Government contracts differed 
widely. Some of the survey companies gave specific in
formation as to the nature of the contracts while others 
only disclosed that contracts existed. Forty-three com
panies disclosed special features applicable to United 
States Government contracts such as price redetermi
nation, assets used to collateralize Government loans, 
and Government owned property operated by company.

Table 1 -2 3  summarizes the nature of balance sheet 
information presented by the survey companies regard
ing Government contracts. Examples of disclosures 
concerning Government contracts follow.

VALMAC INDUSTRIES, INC. (MAR)
Notes to Consolidated Financial Statements

Note I: Proposed R eorganization- The Company’s 
food distribution business is conducted by Distribuco, 
Inc., a wholly-owned subsidiary which also has two 
wholly-owned subsidiaries. On January 23, 1973, the 
Board of Directors approved a plan of reorganization 
whereby all of the capital stock of Distribuco will be dis
tributed to Valmac stockholders. The plan is subject to 
the obtaining of a ruling from the Internal Revenue 
Service that the plan will be a tax free reorganization 
and the approval by the Company’s stockholders.

The following data summarizes the effect the reor
ganization, if approved by the stockholders, would have 
on the consolidated financial statements for the year 
ended March 31, 1973:

Balance Sheet

BUNKER RAMO CORPORATION (DEC)
Notes to Financial Statements

Government C ontracts- The Company has agreed to 
furnish advance design prototype equipment under a 
fixed-price contract. At December 31, 1973, five incom
plete prototypes have been delivered which are being 
used for test purposes. In 1973, the accumulated costs 
exceeded the contract price by approximately $260,000 
and an estimated additional $350,000 will be required 
for completion; this total anticipated loss has been ex
pensed in the fourth quarter of 1973. The original con
tract gives the purchaser an option to purchase addi
tional production units over a three-year period at spec
ified prices and if all options were exercised at such 
p rice s , the re  co u ld  be a d d itio n a l losses of up to 
$5,000,000 although the company believes that losses of 
such magnitude will not occur. The company and the

TA B LE 1-23: U.S. G O V E R N M E N T  C O N TR A C TS
Balance Sheet information 1973 1972 1971 1970
Accounts receivable- govern

m ent. . . . . . . . . . . . . . . . . . . . . . .  20 18 22 24
Inventory less billings or progress

payments received.... . . .  28 23 33 33
Unbilled or reimbursable costs.. 19 23 17 23
Current liabilities.. . . . . . . . .  7 7 4 6

Total Presentations...............  74 71 76 86
Number of Companies Referring 

to Government Contracts
In balance sheet presentation.... 46 40 44 49
In report but not in balance sheet 35 50 66 83
No reference. . . . . . . . . . . . . . . .  519 510 490 468

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

Current a s se ts ..............................................
Current liabilities........................................ .

Working Capital......................................
Other assets..................................................
Property, plant, and equ ipm ent.............
Deferred ch a rg e s ........................................
Other liab ilities .............................................
Stockholders’ e q u ity ..................................

S tatem ent o f Incom e
In c o m e.............................................................
Costs and expen ses..................................

Income Before Income Taxes ............
Income ta x e s ................................................

Net Income..............................................
Earnings per s h a re ........ ............................

Valmac
Hist

orical
$55,251,268

45,868,985
9,382,283
1,177,741
9,115,345

788,614
6,364,668

14,099,315

$103,570,523
96,281,470
7,289,053
3,339,000

$ 3,950,053 
$2.77

Pro Forma

Valmac
$50,587,944

44,273,021
6,314,923
1,144,956
7,961,802

317,466
5,411,018

10,328,109

*$70,385,568
63,644,953
6,740,615
3,072,000

$ 3,668,615 
$2.57

Dis
tribuco 

$ 4,663,324 
1,595,964 
3,067,360 

32,785 
1,153,543 

471,168 
953,650 

3,771,206

$37,729,320
*37,180,882

548,438
267,000

$ 281,438 
$ .20

*Includes Valmac’s sales to Distribuco which have 
been eliminated in consolidation.
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purchaser are now negotiating concerning both the 
prototype and option portion of the purchase on the 
basis of current costs and the company believes a new 
contract will be negotiated on terms acceptable to the 
company. The company believes that the original con
tract is unenforceable.

Under another contract, the company has agreed to 
service data-processing equipment in a number of Unit
ed States Air Force bases throughout the world for a 
one-year period beginning July 1, 1973, and thereafter 
for four additional one-year periods, subject to negotia
tion between the company and the Air Force. Service 
costs have been substantially higher than anticipated 
and the company incurred a loss of $844,000 during 
1973, and has provided for an additional $1,200,000 in 
December, 1973, covering write-off of start-up costs and 
estimated operating losses to July 1, 1974. In addition, 
the contract establishes performance levels and pro
vides for liquidated damages where these levels are not 
m a in ta in e d . Liquidated damages of approxim ately 
$3,000,000 are expected to accumulate during the con
tract year against which the company has provided 
$1,000,000 in December, 1973. The cost of a required 
base supply of spare parts and equipment is being 
charged to operations over a 45 month period. At June 
30, 1974, the unamortized cost of this material will ap
proximate $3,000,000. The company is presently nego
tiating with the Air Force concerning terms required to 
extend the contract for the first additional year and the 
company believes that the contract will be extended on 
a basis satisfactory to the company. The company fur
ther believes that the present liquidated damages provi
sions are excessively stringent and that the extension of 
the contract will result in more reasonable provisions. In 
addition, the company has applied for remission of ac
cumulated liquidated damages and the company ex
pects but cannot be certain that all or a substantial por
tion of the liquidated damages will be waived.

GRUMMAN CORPORATION (DEC)
Notes to Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies: Sales under U.S. Government Contracts-  
Sales and profits (based on estimated average final 
costs) under Government fixed-price type contracts are 
recorded at the time of delivery in the case of produc
tion contracts and as costs are incurred in the case of 
research, development, test and evaluation contracts. 
Sales under Government cost-reimbursement type con
tracts are recorded as costs are incurred and include 
applicable earned fees essentially in the proportion that 
costs incurred bear to total estimated final costs. Cer
tain contracts contain cost and/or performance incen
tives which provide for an increase or decrease of prof
its dependent upon whether cost and/or product perfor
mance targets are surpassed or not attained, respective
ly. The effects of these incentives are reflected in in
come when there is sufficient information to relate actu
al performance to the targets with the result that earn
ings recorded in one period may include adjustments 
related to sales recorded in a prior period. Losses on 
contracts are recorded when they become known.

Note 2: F-14 Contract Settlement- On March 8, 1973 
the Company and the Government reached a settlement 
with regard to the F-14 contract. The Company agreed 
to accept the previously rejected Lot V order for 48 ad
ditional aircraft under the original terms of the contract 
and the Government agreed to cancel options under 
that contract for aircraft beyond Lot V.

At December 31, 1972, it was expected that the 134 
aircraft and related support effort ordered in Lots I 
through V would result m a loss, under this contract, of 
$205,000,000 before tax adjustments. At September 30, 
1973 this expected loss was increased to $220,000,000. 
In determining this loss, the net effect of price adjust
ments resulting from known contract changes and real
ignment of program schedules were taken into consid
eration. Of this loss $65,000,000 was reflected in 1971, 
$140,000,000 in 1972 and $15,000,000 in 1973, by a write 
down of F-14 inventories to realizable values.

Additional orders for F-14 aircraft beyond Lot V will 
be procured by the Government through the conven
tional annual procurement method which allows con
tracts to be priced on the basis of current estimated 
costs, and takes into account extreme inflationary fac
tors and other economic conditions.

LITTON INDUSTRIES, INC. (JUL)
Financial Comments
Inventories and Long-Term Contracts- Commercial 

inventories are generally stated at the lower of cost 
(first-in, first-out method) or market. Defense and Ma
rine inventories are stated at the lower of average cost 
or market.

All contract costs, including general and administra
tive expenses, are included in Marine inventories; all 
such costs except general and administrative expenses 
are included in Defense and other inventories. Title to 
certain inventories vests in the U.S. Government by rea
son of contract provisions related to progress payments.

Revenues on defense contracts other than long-term 
contracts are generally recognized as products are de
livered based on estimates of ultimate contract price. 
Profits on these contracts are recognized on delivery 
using the average profit expected based on current esti
mates of final contract values and costs. Revenues and 
profits on long-term contracts are recognized under the 
percentage of completion method of accounting. Reve
nues and costs, as well as work-in-process, are included 
in the financial statements based on current estimates 
of final values.

Any anticipated losses on contracts (estimated final 
contract cost in excess of estimated final contract reve
nues) are charged to current operations as soon as they 
are determined.

Notes to Financial Statements
Note H: Defense Contracts- Approximately 22% and 

25% of the sales and service revenues of the Company 
for the years ended July 31, 1973 and July 31, 1972, re
spectively, arose from U.S. Government contracts and 
subcontracts. Approximately 82% of these revenues for 
1973 relate to fixed-price type contracts.

At July 31, 1973 total progress billings on current
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contracts exceeded recorded sales by $288 million 
which amount has been classified as an offset to inven
tories in the consolidated balance sheet.

Approximately $145 million of the accounts receivable 
balance at July 31, 1973 relates to U.S. Government 
contracts and subcontracts. Included in Government 
accounts receivable are amounts not presently billable 
of approximately $81 million.

Profits on the Company’s U.S. Government contracts 
are subject to renegotiation under the Renegotiation Act 
of 1951, as amended. The Company has received clear
ance from the Renegotiation Board on profits realized 
on renegotiable business through July 31, 1970. No re
negotiation refunds are anticipated for subsequent per
iods:

ROCKWELL INTERNATIONAL CORPORATION (SEP)

Notes to Financial Statements
Note 1 (in part): Sales Under U.S. Government Con

tra c ts -  Sales under cost-type contracts are recorded 
for costs, as incurred, plus a proportion of the profit ex
pected to be realized on the contract in the ratio that 
costs incurred bear to total estimated costs. Sales under 
fixed-price-incentive contracts are recorded as deliver
ies are made at the cost of items delivered plus a pro
portion of the profit expected to be realized on the con
tract. The majority of the contracts contain cost or per
formance incentives which provide for increases in fees 
or profits for surpassing stated targets or decreases in 
fees or profits for failure to achieve such targets. Perfor
mance incentives for which a reasonable prediction of 
accomplishment cannot be made in advance are in
cluded in sales at the time there is sufficient information 
to relate actual performance to targets or other criteria. 
Profits expected to be realized on these contracts are 
based on the Company’s estimates of total sales value 
and cost at completion. These estimates are reviewed 
and revised periodically throughout the lives of the con
tracts, and adjustments to profits resulting from such 
revisions are recorded in the accounting period in 
which the revisions are made. Losses on contracts are 
recorded in full as they are identified.

Note 7: United States Government Sales and Renego
tia tio n -  Sales under United States Government con
tracts accounted for 40% of total sales in 1973 and 45% 
in 1972. Approximately 67% of the 1973 sales under 
these contracts were of the cost type, and approxi
mately 21% were of the fixed-price-incentive type; cor
responding percentages for 1972 were 53% and 33%, 
respectively.

The B-1 contract, which accounted for 31% of sales 
to the United States Government in 1973, is a cost-type 
contract under which all allowable costs, including ov
errun costs, are recoverable by the Company. If costs 
are estimated to exceed the contract target cost, the ef
fect of such excess is recognized by the Company in 
recording fee applicable to the contract. The Company 
estimates a cost overrun on completion of this contract 
and, in accordance with its accounting policy, has re
duced the effective fee rate used for calculating profit 
on the contract to take into account that estimated ov
errun plus a contingency provision deemed appropriate 
by senior management. The lower effective fee rate used

for 1973 reduced the amount of profit recorded on the 
contract for the year from the profit that would have 
been recorded under the 1972 fee rate, in an amount not 
material in relation to consolidated net income for the 
year.

Substantially all sales under United States Govern
ment contracts are subject to the Renegotiation Act, 
which provides for recovery by the United States Gov
ernment of any profits deemed excessive. Renegotiation 
proceedings have been completed for all years through
1967. The Company believes that no excessive profits 
were realized in subsequent fiscal years and, therefore, 
no provisions for renegotiation refunds have been made 
for these years.

BACKLOG INFORMATION

Ninety-seven companies presented backlog informa
tion. Many companies do not have a backlog since they 
produce for inventory rather than to order. Examples of 
presentations of backlog information follow.

AMETEK, INC. (DEC)
Review '73
New Orders for the Company’s products amounted 

to $231 million in 1973. This represents an increase of 
36% over 1972, and $39 million more than total ship
ments during 1973. AMETEK’s backlog at year-end, of 
which about 90% should be shipped in 1974, amounted 
to just over $100 million, an increase of 64% over the 
1972 year-end figure of $61 million. Substantial portions 
of the backlog are subject to cost escalation clauses or 
protected by raw material purchase commitments. New 
order input is also constantly subjected to internally de
veloped management controls, including those based 
on a composite cost-price index.

BUCYRUS-ERIE COMPANY 

Year-End Review (Page 7)
BACKLOG BY PRODUCT LINE

($ millions)

Mining M ach inery ................................... .... $119.7 $ 62.4 $ 43.1
Construction M achinery........................ 21.6 16.6 13.3
Industrial P ro d u c ts ................................. 9.4 4.9 4.4

Total.......................................................
BACKLOG BY PRODUCT LINE

... $150.7 $ 83.9 $ 60.8

(% total)

Mining M a ch in ery ................................... 80% 74% 71%
Construction M achinery........................ 14% 20% 22%
Industrial P ro d u c ts ................................. 6% 6% 7%

Total....................................................... 100% 100% 100%
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CHEMETRON CORPORATION (DEC)

Operating Data (Page 15)
B acklog- Of the three groups, backlog is an impor

tant factor primarily to the Metal Products and Process 
Equipment Group because of the significant production 
lead time involved in most of their products. Domestic 
backlog of this Group increased to $53 million at De
cember 31, 1973 from $28 million a year earlier in 1972. 
This represents a six-month backlog when related to 
1973 sales.

The orders supporting the 1973 amounts are believed 
to be firm, and approximately 90% of the orders on hand 
at the end of the year are expected to be shipped during
1974. There are no seasonal or other significant aspects 
applicable to this Group’s backlog.

DRAVO CORPORATION (DEC)
Financial Review (Page 23)
B acklog- At December 31, 1973 backlog to be re

ported as revenue was $803 million of which $580 mil
lion represented work yet to be performed. This is the 
highest backlog in the history of the company and is ex
pected to contribute to a new record revenue in 1974. 
Revenue from Materials, Equipment & Transportation is 
realized shortly after receipt of each order and is not in
cluded in backlog.

RAYTHEON COMPANY (DEC)

Financial Review (Page 28)
Backlog of the company at the end of 1973 was 

$1.421 billion, a 40.9% increase over the $1.009 billion 
backlog at year-end 1972. Funded U.S. Government 
backlog increased 20.5% from $542 million at the end of 
1972 to $653 million at December 31, 1973.

SPERRY RAND CORPORATION (MAR)
Financial Review (Page 20)

Unfilled O rders- At March 31, 1973 the backlog of 
unfilled orders totaled $1,390 million, compared with 
$1,095 million at March 31, 1972, an increase of 27%. 
Commercial product backlogs reached a record level of 
$978 million, equal to 70% of the total backlog, and rep
resented a 28% gain over the prior year. U.S. defense 
and space backlogs were $411 million, a gain of 24% 
over the prior year. The backlog of defense and space 
business, in relation to total unfilled orders, is normally 
higher than the contribution of such business to reve
nue, because of the longer lead time between receipt of 
orders and shipment dates.

PALL CORPORATION (JUL)

Sales for Fiscal Years Ended July 31 (OOO's omitted)
Actual Sales

C ontinu ing Lines 1969 1970 1971 1972 1973 1974 1974
Aerospace . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .... $11,100 $9,000 $7,900 $9,300 $11,000 $11,200 $6,150
*Process & E lectric P o w e r ... .  ...... ... 10,600 11,900 12,800 13,350 15,400 16,800 5,350
B io m e d ic a l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 600 400 1,000 1.500 2.000 400
Fluid P o w e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,000 2,300 2,000 2,500 3,850 4,900 1,500
Total Continuing Lines......................... 22,800 23,800 23,100 26,150 31,750 34,900 13,400
D iscontinued L in e s . . . . . . . . . . . . . . . . . . . . . . 3,400 2,900 1,400 100 — — —

Total................................................... .... $26,200 $26,700 $24,500 $26,250 $31,750 $34,900 $13,400

*Marine market sales have been included with the major product line from which they were sold. They were previously 
included with Process & Electric Power.
For comparison:

Backlog at Orders
Beginning Booked

of 1973 in 1973
Aerospace . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ........  $ 6,250 $10,900
Process & E lectric P o w e r. . . . . . . . . . . . . . . . . . . . .  3,950 16,800
B io m e d ic a l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  400 1,500
Fluid P o w e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,300 4,050

$11,900 $33,250
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REXNORD INC. (OCT) 
Review o f Operations

1973 1972
($ thousands)

POWER TRANSMISSION COMPONENTS  
S a le s ....................................................................... $155,177 $130.843
% of to ta l .............................................................. 35% 36%
Operating p ro fit................................................... $ 17,665 $ 12,418
% of total .............................................................. 60% 49%
Backlogs at Oct. 3 1 ........................................... $ 72,922 $ 30,588
PROCESS MACHINERY
S a le s ....................................................................... $62,371 $50,475
% of total .............................................................. 14% 14%
Operating p ro fit................................................... $ 7,735 $ 6,079
% of total .............................................................. 26% 24%
Backlogs at Oct. 3 1 .......................................... $36,166 $23,883
ENVIRONMENTAL CONTROL EQUIPMENT 

(ENVIREX INC.)
S a le s ....................................................................... $31,544 $23,924
% of total .............................................................. 7% 6%
Operating p ro fit................................................... $ 1,947 $ 1,630
% of total .............................................................. 7% 6%
Backlogs at Oct. 3 1 ........................................... $25,654 $22,718
MATERIAL HANDLING EQUIPMENT 
S a le s ....................................................................... $55,356 $50,919
% of total .............................................................. 13% 14%
Operating p ro fit.................................................. $ 747 $ 1,515
% of total .............................................................. 3% 6%
Backlogs at Oct. 3 1 .......................................... $28,770 $21,829
CONSTRUCTION MACHINERY
S a le s ....................................................................... $36,195 $32,685
% of total .............................................................. 8% 9%
Operating p ro fit................................................... $ 2,181 $ 2,123
% of total .............................................................. 7% 8%
Backlogs at Oct. 3 1 .......................................... $13,398 $10,710
FOREIGN OPERATIONS
S a le s ....................................................................... $58,686 $35,061
% of total .............................................................. 13% 10%
Operating p ro fit ................................................... $(3,039) $ 220
% of to ta l .............................................................. (10%) 1%
Backlogs at Oct. 3 1 .......................................... $20,828 $10,971

SEC REPORTING

The Securities and Exchange Commission, in its reg
ulations governing solicitation of proxies, states in part 
in Rule 14a-3  that:

Any differences, reflected in the financial state
ments in the report to security holders, from the 
principles of consolidation or other accounting 
principles or practices, or methods of applying ac
counting principles or practices, applicable to the 
financial statements of the issuer filed or proposed 
to be filed with the Commission, which have a ma
terial effect on the financial position or results of 
operations of the issuer, shall be noted and the ef
fect thereof reconciled or explained in such re
port. Financial statements included in the report 
may, however, omit such details or employ such 
condensation as may be deemed suitable by the 
management, provided that such statements, con
sidered as a whole in the light of other information 
contained in the report shall not by such proce
dure omit any material information necessary to a 
fair presentation or to make the financial state
ments not misleading under the circumstances.

Fourteen companies referred to differences between 
the treatment or presentation of certain accounting 
facts as reported to security holders and the treatment 
accorded the same items in filings with the Commission. 
Other companies may have furnished information of a 
similar nature in their annual reports to stockholders, 
but without reference to Proxy Rule 14a-3 or to the 
Commission. One company (715) incorporated Form 
10-K within its annual report. Another company (273) in
corporated its annual report financial statements in its 
form 10-K.

Explanations given for the differences in treatment 
ace summarized in Table 1-24.

Examples of some of the disclosures of differences 
between reporting to stockholders and reporting to the 
Securities and Exchange Commission follow.

TA B LE 1-24: D IFFE R E N C E S  B E TW EEN  REPO RTS  
TO  STO C K H O LD E R S A N D  REPO R TS TO  THE  
SEC

1973 1972 1971 1970
Different classification of costs

and expenses . . . . . . . . . . . . . . . . . . . 6 7 9 10
Lease information required by

ASR No. 147........................ 4 - - - - - -
Separate financial statements for

affiliates. . . . . . . . . . . . . . . . . . . . . . . . . 3 1 3 5
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 2 2 2

Total Disclosures................ 14 10 14 17

C lass ification  of C ash D iscounts

ALBERTO-CULVER COMPANY (SEP)

Consolidated Statem ent o f Earnings
1973 1972

Net sales (note 7 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $184,420,140 $182,681,258
Note 7: Cash D iscounts- Cash discounts allowed 

customers of $2,661,055 in 1973 and $2,407,298 in 1972 
have consistently been reported as other deductions: in 
reports submitted to the Securities and Exchange Com
mission these amounts will be deducted from sales.
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C lass ification  of C osts And Expenses

GENERAL ELECTRIC COMPANY (DEC)
1973 Financial Summary
Costs are classified in the statement of current earn

ings according to the principal types of costs incurred. 
Operating costs, excluding interest and income taxes, 
classified as they will be reported to the Securities and 
Exchange Commission, were: cost of goods sold of 
$8,515.2 million in 1973 and $7,509.6 million in 1972; 
and selling, general and administrative expenses of 
$2,105.3 million in 1973 and $1,915.2 million in 1972. 
Supplemental details required by the SEC are shown in 
the table below.

(In millions)

SUPPLEMENTAL COST DETAILS 
Company funded research and develop

ment using National Science Foundation
defin itions.........................................................

Maintenance and rep a irs ................................
Social security ta x e s ......................... ..............
Advertising and sales p rom otion .................
R e n t.........................................................................

1973 1972

$330.7 $303.2
319.6 270.4
225.8 167.5
170.5 149.0
86.6 71.5

MARSHALL FIELD & COMPANY (JAN)
Notes to Financial Statements
Note 2: Total costs as reported to the Securities and 

Exchange Commission are classified as follows:
Fiscal Year 

1973 1972
Cost of goods sold, buying and occupancy

expenses............................................................ $368,893,201 $345,456,865
Selling, general and administrative expens

es .........................................................................  112,926,710 105,297,641
Interest expen se .................................................  1,389,658 1,376,709
Interest (in c o m e )................................................  (1,861,868) (900,381)

$481,347,701 $451,230,834

mitments under all non- cancelable leases as of De
cember 31, 1973 are as follows: 1974, $8,828,000; 1975, 
$8,327,000; 1976, $7,306,000; 1977, $6,877,000; 1978, 
$5,873,000; 1979-83, $22,465,000; 1984-88, $18,071,000; 
1989-93, $10,415,000; and, after 1993, $14,809,000.

In its Form 10-K for 1973, the company will report 
data relating to the present value of financing leases, as 
defined by the Securities and Exchange Commission, 
and the impact, if any, on net income if such leases 
were capitalized.

S e p ara te  F inanc ia l S ta tem en ts  for In ves tee  in 
SEC R eport

BUCYRUS-ERIE COMPANY (DEC)
Notes To Financial Statements
Ruston-Bucyrus, L im ited- Summarized financial in

formation of Ruston-Bucyrus, Limited follows:
December 31 

1973 1972
ASSETS
Current as s e ts ..................................................... $30,538,957 $38,691,556
Other assets.........................................................  11,397,865 728,713
Property, plant and equipment -  n e t .......  10,130,420 9,660,634

$52,067,242 $49,080,903
LIABILITIES AND SHAREHOLDERS’ IN

VESTMENT
Current liab ilities................................................  $7,711,786 $9,137,163
Deferred liab ilities ..............................................  1,073,295 839,519
Shareholders’ investment................................  13,282,161 39,104,221

$52,067,212 $49,080,903
R evenues...............................................................  $40,859,787 $35,289,211

Separate financial statements of Ruston-Bucyrus, 
Limited are included in reports filed with the Securities 
and Exchange Commission.

G en era l R e fe ren ce  To D iffe ren ces

Lease  D isclosure

PITNEY-BOWES, INC. (DEC)
Notes to Consolidated Financial Statements
Note 10: Leases- In addition to factory and office 

facilities owned outright, the company leases sales- 
service offices and other properties, generally under 
long-term lease agreements extending from 15 to 30 
years.

Total rental expense included in the consolidated 
statement of income for 1973 and 1972 was $11,034,000 
and $10,254,000, respectively. The minimum rental com-

THE BENDIX CORPORATION (SEP)

Financial Review (Page 22)

Annual Report to the Securities and Exchange Com
mission on Form 10-K- The consolidated financial 
statements and related footnotes appearing on pages 23 
through 31 of this report are substantially the same as 
those which appear in the Corporation’s report to the 
Securities and Exchange Commission on Form 10-K. In 
compliance with the regulations of the Securities and 
Exchange Commission, the form 10-K report includes 
certain additional financial information.

The Annual Report on Form 10-K will be made availa
ble to interested stockholders upon written request to 
the Director-Investor Relations of The Bendix Corpora
tion.
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OPINIONS OF THE ACCOUNTING 
PRINCIPLES BOARD

Effective June 30, 1973 the Financial Accounting 
Standards Board replaced the APB as the source of au
thoritative accounting pronouncements but the APB 
opinions will retain their authority until amended or re
placed by pronouncements o f the FASB.

Table 1-25 summarizes references to APB Opinions. 
Examples of such references and of references to In
dustry Accounting Guides issued by the AICPA follow.

TA BLE 1-25: R E FER EN C E TO  APB O P IN IO N S
Subject of Opinion 1973 1972 1971 1970
Reporting results of operations ■ 31 1 2 1
Intangible assets. . . . . . . . . . . . . . . . . 26 28 12 2
Income taxes. . . . . . . . . . . . . . . . . . . . . 22 38 7 6
Equity method. . . . . . . . . . . . . . . . . . . . 9 34 45 2
Earnings per share. . . . . . . . . . . . . . . 6 4 9 26
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 15 26 9

Total References................. 99 120 101 46

In ta n g ib le  A ssets

WALTER KIDDE & COMPANY, INC. (DEC)
Notes to Financial Statements

Significant Accounting Policies- All majority owned 
subsidiaries are consolidated and all intercompany 
items are eliminated in consolidation. For these pur
poses United States Lines is not considered to be a 
subsidiary (see ‘‘Contract to Sell United States Lines” ).

Asset, liability and income accounts carried in foreign 
currencies are translated into U.S. dollars at the rates of 
exchange prevailing at the end of the year except that 
land, buildings and equipment are translated at rates 
approximating those prevailing at dates of acquisition. 
Adjustments resulting from fluctuations in exchange 
rates were not significant.

Inventories are stated at the lower of cost, determined 
on a first-in, first-out basis, or market. Property is de
preciated principally on a straight-line basis over the es
timated useful lives of the related assets.

The excess of cost over related net assets applicable 
to businesses acquired prior to November 1, 1970 is not 
being amortized as it is believed to have continuing 
value; that applicable to businesses acquired after Oc
tober 31, 1970 ($33,514,392) is being amortized on a 
straight-line basis over forty years in accordance with 
Accounting Principles Board Opinion No. 17.

Th e  Equity M ethod  of
A ccounting  For inves tm en ts  in C om m on Stock

BANCO INCORPORATED (SEP)
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Accounting Policies: In

ternational Subsidiaries and A ffilia tes- The consoli
dated financial statements include the accounts of the 
Company and all of its wholly-owned subsidiaries. The 
Company accounts for its investments in affiliates,

Banco Japan Limited (45% interest), Australian Controls 
Limited (16.3% interest) and Controles Automaticos S.A. 
(40% interest) on the equity basis of accounting since 
management deems that its investment position in these 
affiliates is consistent with all of the requirements of 
Accounting Principles Board Opinion No. 18 (See Note
2).

STANDARD PRESSED STEEL CO. (DEC)
Summary o f Significant Accounting Policies
Investment In A ffilia tes- In accordance with Opinion 

No. 18 of the Accounting Principles Board, as of Janu
ary 1, 1972 the company changed its method of ac
counting for investments in affiliates, owned more than 
20% but not in excess of 50%, from the cost to the equi
ty method. Under the equity method of accounting, in
vestments are recorded at cost increased by the compa
ny’s share of unremitted earnings since date of acquisi
tion. Prior to 1972, investments in affiliates which were 
50%-owned were carried on the equity method, but in
vestments less than 50%-owned were carried at cost. 
The effect of the change was to increase earnings be
fore extraordinary item for 1972 by $190,000 (4 cents per 
share).
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In te re s t on R e ce ivab les  and P ayab les

METRO-GOLDWYN-MAYER INC. (AUG)
Notes to Financial Statements
Note 2 (in part): Summary of Accounting Policies: 

Discounting of Long-Term Receivables- In accordance 
with principles adopted by the accounting profession in 
1971, the Company is discounting to present value long
term noninterest bearing receivables arising from televi
sion licensing agreements executed subsequent to Sep
tember 30, 1971, using an interest factor related to the 
prime rate at the date of entering into the licensing 
agreements.

I
Incom e T ax es

ASHLAND OIL, INC. (SEP)
Accounting Policies

Income Taxes- Deferred income taxes are provided 
for all significant timing differences, including an addi
tional amount for Canadian taxes ($2,847,000 for 1973 
and $2,700,000 for 1972) provided in consolidation on 
income reported by Ashland Oil Canada Limited. De
ferred income taxes are not provided for differences 
considered to be of a more permanent nature under Ac
counting Principles Board Opinion No. 11, such as stat
utory percentage depletion allowances, intangible de
velopment costs on productive wells and certain marine 
incom e (tax re d u c tio n  of $1,314,000 in 1973 and 
$1,775,000 in 1972) set aside in statutory reserves.

In a cco rd a n ce  w ith Accounting Principles Board 
Opinion No. 23, no provision has been made for U.S. in
come taxes on undistributed earnings of $25,900,000 
(including $19,500,000 for Ashland Oil Canada Limited) 
of foreign subsidiaries as the Company has reinvested 
or intends to reinvest such undistributed earnings.

Investment tax credit is accounted for as a reduction 
of income tax expense under the flow-through method.

HARRIS-INTERTYPE CORPORATION (JUN)
Notes to Financial Statements
Summary o f Significant Accounting Policies (in part) 

-  Income taxes, which include United States, interna
tional, state and local income taxes, are reduced by 
benefits earned under DISC export sales legislation and 
by investment tax credits which are accounted for by 
the flow-through method. Deferred taxes are provided 
for timing differences arising primarily from the use, for 
income tax purposes, of the installment sales method of 
accounting and of completed contract accounting for 
long-term contracts. In accordance with Accounting 
Principles Board Opinion No. 23, United States income 
taxes were provided during 1973 for undistributed earn
ings of an international subsidiary; such taxes for prior 
years, which do not have a significant effect on any one 
year, have been charged to retained earnings. Current 
in c o m e  tax l ia b il i t ie s  in c lu d e  d e fe rre d  taxes o f

$18,350,000 at June 30, 1973 and $20,520,000 at June 
30 , 1972. Provisions for income taxes in the statement of 
income include a deferred tax credit of $2,810,000 in 
1973 and a deferred tax charge of $2,780,000 in 1972. 
Investment tax credits are not significant in either year.

KEYSTONE CONSOLIDATED INDUSTRIES, INC. (JUN)
Notes to Consolidated Financial Statements
Note A (in part): Income Taxes- The Company pro

vides for income taxes currently payable and, in addi
tion, provides for deferred income taxes resulting from 
timing differences between financial and taxable in
come. Since July 1, 1968, the investment tax credit has 
been recorded on the flow-through method of account
ing. Credits for prior years, which were deferred, are 
being amortized over the useful lives of the related as
sets.

In compliance with Opinion 24 of the Accounting 
Principles Board, the Company retroactively changed its 
method of accounting to provide appropriate income 
taxes on undistributed earnings from investments in 
companies accounted for under the equity method. The 
1972 financial statements have been restated to include 
this change, the effect of which was to reduce retained 
earnings at the beginning of fiscal 1972 and increase 
deferred federal income taxes by $785,000. Net earnings 
for 1972 have been decreased by $131,000 or $.07 per 
share; the effect on net earnings in 1973 was a decrease 
of $126,000 or $.07 per share. No provision has been 
made for income taxes on approximately $650,000 of 
cumulative undistributed earnings of foreign subsidiar
ies as provided in Opinion 23 of the Accounting Princi
ples Board, since it is the Company’s intention to per
manently invest such earnings.

Stock Issued  to  E m ployees

AMP INCORPORATED and PAMCOR, INC. (DEC)
Notes to Combined Financial Statements
Note 8: Stock Plus Cash Bonus Plan and Treasury 

S to ck -  All of the Endorsed Shares held in the treasury 
(1973- 462,688; 1972- 502,971) are available for pay
ment of stock bonuses under the incentive Stock Plus 
Cash Bonus Plan. The number of shares and cash (a 
fixed percentage of the value of the shares) distributed 
is determined by the appreciation in market value of the 
Company’s stock.

For years prior to 1973, the Company’s accounting 
for the Stock Plus Cash Bonus Plan had no effect on net 
income because the charges to pretax income were off
set by reductions in income taxes, as the market value 
of the shares distributed (which was substantially in ex
cess of cost) was, and is currently, allowable as a corpo
rate tax deduction.

Due to the adoption of Accounting Principles Board 
Opinion No. 25 by the A.I.C.P.A., since January 1, 1973, 
generally accepted accounting principles restrict finan
cial recognition of tax benefits resulting from stock 
compensation plans to only those tax benefits related to
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recognized compensation expense. Tax benefits in ex
cess of that amount are added to Other Capital. In 1973, 
additions to Other Capital and decreases in net income, 
as a result of the mandatory change in accounting were 
$1,274,000 (3 cents per share).

During the year ended December 31, 1973, treasury 
stock was increased through the purchase of 48,500 
shares costing $1,892,000. Charges to income for distri
butions under the Plan totaled $3,111,00 in 1973 and 
$2,309,000 in 1972, and included shares and related 
costs of 88,783 and $1,611,000 in 1973 and 101,196 and 
$1,052,000 in 1972.

For awards granted before and outstanding on De
cember 31, 1973, and based on the market price as of 
that date, 400,000 shares would be distributed in the 
years 1974 through 1981.

R eporting  th e  R esu lts  of O peration s

BELDING HEMINWAY COMPANY, INC. (DEC)

Notes to Financial Statements
Note H: The Company has changed its reporting of 

the results of operations to comply with Opinion 30 of 
the Accounting Principles Board of the American Insti
tute of Certified Public Accountants. Therefore, in 1973, 
the loss on discontinuance of businesses referred to in 
Note A has been included under the caption, “ Discon
tinued Operations," whereas such transactions would 
have been reported as Extraordinary Items prior to this 
change.

Opinion 30 generally prohibits restating the results of 
operations for 1972. Had the Opinion been in effect for 
1972, net income would have been the same and the 
gain of $394,000 ($.13 per share) from the sale of ware
house would not have been reported as an Extraordi
nary Credit.

CELANESE CORPORATION (DEC)
Notes
Extraordinary Items (in p a rt)-  As required by Opinion 

No. 30 of the Accounting Principles Board, effective for 
events and transactions that occurred after September 
3 0 , 1973, the Corporation has changed its criteria for the 
types of items to be included in determining income be
fore extraordinary items in the consolidated statements 
of income. As a result, goodwill written off in 1973 was 
not considered an extraordinary item. The Opinion pro
hibits restating earlier years’ financial statements. How
ever, had the Opinion been in effect for the years 1969 
through 1972 and for all of 1973, all items reported as 
extraordinary in the accompanying financial statements 
would have been included in income before extraordi
nary items except the $20 million income tax benefit re
ported in 1970. The amounts reported as income before 
extraordinary items would have been the same as those 
reported as net income/(loss) for all years except 1970; 
for that year, net income would have been unchanged 
but income before extraordinary items would have been 
$33 million ($2.16 per common share, primary, and 
$2.14 per common share, fully diluted).

HUDSON PULP & PAPER CORP. (DEC)

Notes to Financial Statements
Summary of Significant Accounting Policies (in part): 

Extraordinary Credit—  Based upon a bid accepted in 
July 1973, on September 4, 1973 the Company entered 
into a contract to sell a substantial portion of its Maine 
woodlands. The contract provided that the purchaser 
receive equitable title in timber operations from Sep
tember 5, 1973, and closing was subject only to pur
chaser’s satisfaction as to title; the transaction was 
closed on November 1 , 1973.  The woodlands, which had 
a net book value of $572,000, were formerly used to 
supply timber to the Company’s mill in Maine which was 
sold in August 1968. The gain on the sale of woodlands 
is shown as an extraordinary credit in accordance with 
“ Accounting Principles Board Opinion No. 9-Reporting 
the Results of Operations”  because the sale had been 
substantially consumated on September 4, 1973. The 
Company has chosen not to retroactively apply the pro
visions of “ Accounting Principles Board Opinion No. 
30-Reporting the Results of Operations”  effective for 
events and transactions occurring after September 30, 
1973 which would require the reporting of the gain (be
fore income taxes) as a separate component of income 
from operations and not as an extraordinary item be
cause it believes the segregation of the gain as an ex
traordinary item to be the preferable treatment.

LIGGETT & MYERS INCORPORATED 
Notes to Financial Statement
Note 7: Corporate Office Relocation -  During 1973, 

the Company provided a charge against earnings of 
$3,040,000 for estimated costs to be incurred in the re
location of the Corporate office from New York to Dur
ham, N orth  Carolina. Accounting Principles Board 
Opinion No. 30, issued in 1973, required the changing of 
criteria for the types of items to be included in deter
mining earnings before extraordinary items. According
ly, the 1973 provision for estimated costs to be incurred 
in the relocation of the Corporate office was included in 
determining earnings before extraordinary credit in the 
accompanying statement of consolidated earnings. Dur
ing 1972, the Company established a provision for a 
similar transaction and presented such transaction as 
well as certain other transactions as extraordinary items 
in conformity with accounting principles then generally 
accepted (see Note 4). Opinion No. 30 prohibits restat
ing the 1972 financial statements included in the 1973 
annual report. Had the Opinion been in effect for both 
1973 and 1972, net earnings would have been the same, 
but earnings before extraordinary credit for 1972 would 
have been $27,816,680 ($3.22 primary per share and 
$3.18 fully diluted per share) computed as follows:

Years Ended 
Dec 31 Dec 31

Earnings before extraordinary credit......  $29,234,523 $30,033,762
Closing and discontinuance of certain

domestic operations.......................... .......  (2,758,900)
Discontinuance of operations and liquida

tion of investments in certain foreign sub
sidiaries..........................................  .......  541,818

$29,234,523 $27,816,680
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D isclosure  of L ea se  C om m itm ents

GARLOCK INC. (DEC)
Notes to Financial Statements
N ote 1 (in  p a r t) :  Lease P urchase  Agreem ents —  

Agreements for the leasing of plant and equipment are 
treated in conformity with Accounting Principles Board 
Opinion No. 5 and all installment purchases are reflect
ed as long-term liabilities with the related property capi
talized. See Note 8 for disclosures required by Account
ing Principles Board Opinion No. 31.

Note 8: Rent Expense and Lease Commitments-  
Rent expense amounted to $1,335,000 in 1973 and 
$1,046,000 in 1972. Rentals on noncapitalized financing 
leases included in these amounts were $426,000 and 
$360,000 in 1973 and 1972 respectively.

The approximate minimum rental commitments under 
noncancellable leases, principally real estate, are as fol
lows:

Total Financing Other
Leases Leases

1974 ................................ ............ $ 1,174,000 $ 487,000 $ 687,000
1975 ............................... ............ 903,000 501,000 402,000
1976 ................................ ............ 803,000 487,000. 316,000
1977................................ ............ 630,000 370,000 260,000
1978 ............................... ............ 387,000 219,000 168,000
1979-1983 ......................... ............ 967,000 741,000 226,000
1984-1988 ......................... ............ 634,000 575,000 59,000
1989-1993 ......................... ............ 658,000 575,000 83,000
1993 and beyond .............. ............ 8,855,000 8,855,000 —

Total............................... ............  $15,011,000 $12,810,000 $2,201,000
Included above are minor amounts of financing and 

other leases for machinery and motor vehicles.
There would not have been a significant effect on the 

accompanying financial statements if the financing 
leases shown above had been capitalized.

A ccounting  G uides

GULF+WESTERN INDUSTRIES, INC. (JUL)
Notes to Consolidated Financial Statements
Note A (in part): Significant Accounting Policies: In

ventories- Inventories are generally determined using 
the lower of cost (primarily first-in, first-out method) or 
net realizable value.

Inventories produced for theatrical and television dis
tribution (which include production and direct exploita
tion costs) are stated at the lower of cost less amortiza
tion or market. Such inventories are amortized on an in
dividual product basis in the proportion that current 
revenues bear to estimated total revenues. Due to the 
recent publication of an accounting guide by the Ameri
can Institute of Certified Public Accountants entitled Ac
counting for Motion Picture Films, the Company on Au
gust 1, 1972 was required to recognize revenues arising 
from television licensing agreements on the date the li
cense period commences, rather than on the date of ex

ecution of such agreements which was used prior to 
August 1, 1972. This change in accounting policy did 
not have a material effect on the results of operations of 
the Company. Also to comply with the requirements of 
the accounting guide, the Company has classified in
ventory (primarily amounts allocated to secondary mar
kets) which will not be realized within twelve months as 
a non-current asset and has reclassified the 1972 bal
ance sheet and statement of changes in financial posi
tion to conform to this practice.

Inventories of sugar sold but not shipped are stated 
at estimated sales price less estimated costs of disposal.

INLAND STEEL COMPANY (DEC)

Statement of Accounting and Financial Policies
Housing and Commercial Development and Con

struction Income—  Subsidiaries of the Company are en
gaged in the development and construction of residen
tial and commercial properties. In accordance with the 
recently issued AICPA real estate accounting guide, in
come associated with development activities is deferred 
until the collectability of the sales price is reasonably 
assured and the earnings process is complete. Income 
associated with construction activities under contract is 
recognized under the percentage of completion meth
od.

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 states:

The Board believes that general price-level fi
nancial statements or pertinent information ex
tracted from them present useful information not 
available from basic historical-dollar financial 
statements. General price-level information may 
be presented in addition to the basic historical- 
dollar financial statements, but general price-level 
financial statements should not be presented as 
the basic statements. The Board believes that gen
eral price-level information is not required at this 
time for fair presentation of financial position and 
results of operations in conformity with generally 
accepted accounting principles in the United 
States.

None of the survey companies presented financial 
statements adjusted for price-level changes but several 
of them disclosed, usually in sections of the annual re
port not covered by an auditors’ opinion, the percentage 
or dollar impact of inflation on costs or operating re
sults. The Financial Accounting Standards Board is cur
rently studying whether there is a need to make the 
presentation of price level information a reporting re
quirement. Discussions of, or references to, economic 
price-level changes or inflation were included in 140 an
nual reports. Reference to the effects of various phases
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of the Economic Stabilization Program were made by 
198 companies. Examples of discussions of the impact 
of economic conditions on financial results follow.

ASG INDUSTRIES, INC. (DEC)
To the Shareholders
While the unfavorable effects of furnace rebuilds were 

foreseen, significant price increases of raw materials 
and supplies were not. We experienced severe material 
shortages as well as cost increases, and, in some in
stances, we were forced to pay more than double 1972 
prices. Because some materials were not available in 
sufficient quantity, expensive substitutes were used 
which also created some operating problems.

We are convinced that the economic controls system 
initiated by our Government has outlived its usefulness. 
The hindrance and obstruction of these controls to our 
previously proven successful free enterprise system 
have assuredly led to material shortages which, in turn, 
increased the very inflationary pressures the controls 
were intended to combat. They have proven counter
productive. In our judgment, an early end to controls 
would be beneficial to the long-term health of our na
tional economy.

Traditionally, natural gas has been the most economi
cal fuel used in glass processing. Due to the scarcity of 
natural gas, we have supplemented same with fuel oil at 
a substantial premium in operating costs. At the present 
time, the Company has an adequate supply of fuel for all 
its operations, but the continued availability of this sup
ply is directly dependent on any allocation program 
adopted by the Federal Government. Because virtually 
all products sold by the Company are dependent on 
these fuels, any reduction in their availability could have 
a negative effect on glass production.

To conserve energy, plans have been implemented to 
reduce the use of energy through computer monitoring 
and. control of furnace temperatures, lowering thermo
stat settings during the winter at all locations, eliminat
ing all but essential lighting, and encouraging the use of 
car pools.

In 1974, we expect a continuation of major cost in
creases for materials and supplies as well as material 
shortages. As examples, beginning in January 1974, nat
ural gas prices were increased 17 percent and fuel oil 
was increased 36 percent. The glass industry cannot 
continue to absorb these cost increases without in
creasing the price of the finished product. We initiated 
action to increase prices of certain products at the end 
of 1973.

BETHLEHEM STEEL CORPORATION (DEC)
The Year in Review
The past year has to be viewed with mixed emotions. 

It was the best year in the history of Bethlehem in terms 
of steel production, shipments, sales and net income. In 
all those respects we made a strong comeback from the 
depressed levels of the three preceding years.

Compared with our performance in 1972, raw steel 
production in 1973 increased from 18.3 million to 23.7

million net tons, shipments of steel products rose from
12.5 million to 16.6 million net tons and revenues 
climbed from $3.1 billion to $4.2 billion. Net income for 
the year improved from $134.6 million to $206.6 million, 
or from $3.02 to $4.72 a share.

Nevertheless our earnings weren’t what they could 
and should have been, and our profit margins remained 
disappointingly low. By way of illustration, net income 
was only about 8% higher than it was in 1957, our previ
ous “ record”  earnings year -  although we shipped 
some 3 million more tons last year than in 1957. In 1973 
our return on revenues was 4.9%, as compared with 
7.3% in 1957, and our return on stockholders’ equity 
was 9.7%, as compared with 14.4% in 1957. In fact, our 
1973 earnings were about 30% lower than 1957’s in con
stant dollars -  that is, adjusting the figures to compen
sate for the effects of inflation.

The cause of lagging margins in a year of booming 
demand and all-out production was the Federal price 
control program, which kept a tight rein on steel prices 
even though most of our costs increased dramatically.

With the rest of the steel industry, we argued our case 
for price relief throughout the year, but with little suc
cess. On two occasions I testified before the Cost of Liv
ing Council, pleading for at least a full pass-through of 
increased costs. Some relief was granted, but not nearly 
enough.

It’s quite obvious that the steel industry needs addi
tional price relief in order to reach even average levels 
of economic performance by manufacturing industries 
generally. For that reason, we’ve used every possible 
opportunity to advance our contention that steel prices 
should be freed from all forms of artificial, inhibiting 
and distorting controls. The fact that imported steel 
products commanded premiums far above domestic 
prices throughout the year clearly shows that the mark
e tp la ce  w ould have supported substantia lly higher 
prices for our products.

BORG-WARNER CORPORATION (DEC)
Financial and Operating Review (Page 3)
Borg-Warner Sets New Highs Despite Major Con

c e r n s -  In 1973, B o rg -W a rn e r C orpo ra tion  again 
achieved record sales and earnings. Results were im
proved over those of prior years by nearly every meas
ure of performance.

Sales for the year rose 20.5 percent from the 1972 
level, exceeding the $1.5 billion mark for the first time. 
Net earnings rose 20.3 percent above those of 1972.

It is especially frustrating to realize that inflation was 
responsible for a large part of the improvement made by 
Borg-Warner and other corporations as well.

When adjusted for the GNP deflator factor, Borg-War
ner 1973 net earnings show a real growth of 11 percent 
in terms of constant dollars.

A true growth of 11 percent is a respectable perfor
mance, particularly considering the problems faced: 
runaway prices despite price controls; almost runaway 
demand that in many cases outpaced the capacity of in
dustry to deliver: and shortages of energy and materials. 
That the company was able to achieve record results in
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spite of these problems is a great tribute to Borg-War
ner employees everywhere.

E. I. DU PONT DE NEMOURS & COMPANY (DEC)
To the Stockholders (Page 3)
Inflation continued to be a serious problem in 1973, 

and impacted Du Pont in many ways. We continue to 
believe that inflationary pressures are best controlled 
through restraint in governmental spending, prudence 
in expansion of the money supply, and by the checks 
and balances inherent in a free market economy. Wage 
and price controls in the U.S. have proven counter-pro
ductive; inflation has not been checked and channels of 
distribution have been artificially distorted.

Among the consequences of inflation is the fact that 
Du Pont’s 1973 performance, although a record in cur
rent dollars, must be viewed in a different light if the in
flationary trends of recent years are taken into consider
ation. The 1973 earnings of $12.04 per share surpass the 
previous record ($8.88 in 1965) by 36 per cent, but over 
the same period the value of the dollar as measured by 
the Consumer Price Index declined by more than 40 per 
cent.

The near-term business outlook is threatened by 
shortages of raw materials and the downturn in housing 
starts and automotive production. It is apparent that Du 
Pont faces continuing substantial cost increases that 
cannot be recovered fully except through upward move
ment of its selling prices.

freeze, and, secondly, because of the reluctance of the 
brewing industry to institute sorely needed price in
creases even after the freeze was lifted.

FEDERATED DEPARTMENT STORES, INC. (JAN)
Notes to Consolidated Financial Statements
Note 2: Effect o f Inflation— Inflation in the cost of 

goods sold reduced net earnings by $8,315,000 in 1973 
and $1,452,000 in 1972. These amounts were calculated 
from the increase in the appropriate Bureau of Labor 
Statistics index used in determining the value of the 
year-end LIFO inventory.

INTERSTATE BRANDS CORPORATION (DEC)

To Our Shareholders (Page 2)
As reflected by the minimal profit earned for the year, 

1973 was a most difficult year for your company. 
Throughout the year profits continued to be squeezed 
between rapidly rising costs and governmental price 
controls which did not permit adequate price relief. For 
example, flour costs for 1973 were up 40%; fats and oils 
increased 51% and eggs 71%, contributing to an overall 
ingredients cost increase of 28%. Similarly, fuel costs 
were up 25%, contributing to an overall fleet cost in
crease of 14%. Furthermore, the oil shortage has been 
reflected in sharply higher costs for polyethylene bags 
and other packaging materials.

FALSTAFF BREWING CORPORATION (DEC)
Dear Shareowner (Page 3)
A return to profitable operation could not be achieved 

in 1973, because of a number of adverse factors which 
were wholly beyond our control and largely unpredicta
ble. Among these was the incredible up-surge in the 
cost of agricultural products-particularly barley and 
corn -  which are basic raw materials used in the brew
ing of beer and ale. The price of barley alone more than 
doubled in 1973 over historic levels. As a result of these 
commodity price jumps, production costs increased by 
over $5 million for the year.

Increased prices for cans, bottles, cartons, and other 
packaging materials added approximately $2.7 million 
to the cost of doing business in 1973. The increased 
costs of production attributable to utilities, transporta
tion, insurance, taxes and wage rates were also sub
stantial.

Still another negative factor affecting our financial 
performance in 1973 was the high cost of interest on the 
company’s debt, which amounted to $2,464,000 in 1973 
versus $1,588,000 in 1972, an additional cost factor of 
nearly $876,000.

We were also adversely affected by a 10-day strike 
of production workers at the Cranston, Rhode Island, 
brewery, a 30-day strike at the Company’s malting plant- 
in Chicago; and a greater than expected sales volume 
decline during the first nine months of 1973.

Price increases to offset the rising costs were small 
and very slow in coming, first, because of the price

THE PROCTER & GAMBLE COMPANY (JUN)
To Our Shareholders
Rising Costs and Price Controls—  As the result of 

rapidly rising raw material costs and price controls 
which prevented our ability to cover these costs, our 
U.S. earnings were considerably below what they would 
otherwise have been.

We are, for example, a major user of agricultural 
products. Our cost of tallow, coconut oil, soybean oil 
and cottonseed oil all rose between 50% and 100% be
tween January and June, 1973. Our cost of green coffee, 
wood pulp, peanuts, flour, potatoes, and other agricul
tural products which we buy in quantity also rose during 
the fiscal year. This upward movement in our raw mate
rial costs took place under price controls -  including 
Phase II, Phase III, and the freeze following Phase III. 
Under price controls we were not able to recover our in
creased costs in higher prices for our own products. 
This had a substantial negative effect on our earnings 
during the fiscal year which ended on June 30.

it should be noted that Phase IV, which was an
nounced just a few weeks ago on July 18, will not relieve 
the pressure on our earnings. The exact rules and regu
lations of this program have not yet been published as 
this letter goes to press and, of course, the exact cost as 
well as the availability of our raw materials cannot yet be 
ascertained. However, it now looks as if -  at least for 
the next month or two -  the unfavorable impact on our 
U.S. earnings could be magnified rather than dimin
ished under this latest version of price controls.
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A. O. SMITH CORPORATION (DEC)
1973 In Review/Finance
Price Contro ls- During 1973, the company’s profit 

margins continued to be affected by price controls in 
that some cost increases experienced by the company 
were not passed on to the customer, as had been past 
practice, subject, of course, to the limitations placed 
upon the company by the free market place. Price con
trol regulations requiring prior approval of all price in
creases cause the company to absorb the increased 
costs between the time they become effective and the 
time the Cost of Living Council permits higher selling 
prices. Even more serious, however, is the Phase IV reg
ulation that requires a company to reduce its proven 
cost increases by a productivity factor which is estab
lished by the Cost of Living Council and may or may not 
bear a resemblance to what an individual company ac
tually experiences in productivity improvements. In the 
case of A. 0. Smith, 1973 saw several of the company’s 
major businesses working beyond efficient capacity 
which tended to reduce productivity rather than improve 
it. The company is hopeful that in 1974 price controls 
will come to an end, thus permitting margins to return 
to more reasonable levels.

WEYERHAEUSER COMPANY (DEC)
Financial Review (Page 22)
Sales and Earnings- For the second year in a row, 

Weyerhaeuser Company reported record levels of sales, 
net earnings, earnings per common share and operating 
cash flow.

Net sales of $2.3 billion were up 37%, principally re
flecting increases in both the volume and prices of pulp, 
paper and paperboard products and raw materials. 
These gains were achieved as a result of the continued 
recovery of the pulp and paper industry worldwide and 
strong price patterns in wood products resulting from a 
tight world supply coupled with the devaluation of the 
dollar.

Net earnings of $349 million were up from the $158 
million reported last year and earnings per common 
share of $2.74 were more than double the $1.17 earned 
in 1972.

Although Weyerhaeuser Company achieved record fi
nancial results, it shares the growing concern that pres
ent financial accounting and reporting practices which 
are based on historical costs fail to reflect the increas
ingly adverse impact of inflation on many companies’ 
results. This is particularly true in the case of capital in
tensive industries where property, plant and equipment 
have been held for many years. Current accounting 
practices mismatch allocated historical cost, such as 
depreciation of the original investment, against sales 
measured in today’s inflated dollar. A better measure of 
real profits would result if historical costs were adjusted 
for changes in general price levels, thereby giving effect 
to the impact of inflation. This is a matter to which the 
company is giving increased attention in the evaluation 
of its operating results.
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Section 2: Balance Sheet

TITLE OF THE BALANCE SHEET

Table 2-1 summarizes the titles used to describe the 
statement of assets, liabilities, and stockholders’ equity.

TA B LE 2-1: T ITLE  OF B A LA N C E  SH EET

TA BLE 2-3: CASH -  B A LA N C E SH EET  
D E S C R IP T IO N

1973 1972 • 1971 1970
Balance Sheet. . . . . . . . . . . . . . . . . . . . 527 522 530 518
Statement of Financial Position. 57 58 49 57
Statement of Financial Condition 16 20 21 25
Other Titles. . . . . . . . . . . . . . . . . . . . . . .
Total Companies. . . . . . . . . . . . . . . . . 600 600 600 600

FORM OF THE BALANCE SHEET
Balance sheet formats include the account form, the 

report form, and the financial position form. The ac
count form shows total assets equal to the sum of lia
bilities and stockholders’ equity. The report form shows 
a downward sequence of total assets minus total liabili
ties equal to stockholders’ equity. The financial position 
form, a variation of the report form, shows noncurrent 
assets added to and noncurrent liabilities deducted 
from working capital to arrive at a balance equal to 
stockholders’ equity. Table 2-2 summarizes the balance 
sheet formats used by the survey companies.

TA BLE 2-2: FO RM  OF B A LA N C E S H EET

1973 1972 1971 1970
Account form (*15,77, 146). . . . .
Financial position form (* 51,126,

580 578 577 570

296). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16 18 20 26
Other (*434, 518). . . . . . . . . . . . . . . . . 4 4 3 4
Total Companies. . . . . . . . . . . . . . . . . 600 500 600 600
*R e fe r  t o  C o m p a n y  A p p e n d ix  S e c t io n .

1973 1972 1971 1970
Cash. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 462 456 470 482
Cash includes certificates of de

posit or time deposits.. . . . . . . .
Cash combined with marketable

79 66 59 46

securities. . . . . . . . . . . . . . . . . . . . . . . . 55 72 64 64
Cash in banks and on hand.... 4 6 7 8
Total Companies...................... 600 600 600 600

CASH

As shown in Table 2-3, the majority of the survey 
companies present cash as a single item and use the 
caption cash. Sixty-six companies presented, in addi
tion to a caption containing the word cash, a separate 
caption for cash items such as certificates of deposit or 
time deposits. One hundred twenty five companies re
ferred to compensating balances. Examples of captions 
for cash and cash items follow. Examples of disclosures 
c o n c e rn in g  com pensating balances are presented 
below and in connection with Table 2-40.

AMP INCORPORATED AND PAMCOR, INC. (DEC) 
CURRENT ASSETS;
Cash................................................................ $6,717,000
Time deposits...................................................  3,393,000

BEMIS COMPANY, INC. (DEC)
CURRENT ASSETS:
Cash (Note 9)...................................................  $8,529,000

Note 9: Compensating Balances- Under informal 
agreements with lending banks, the Company maintains 
on deposit with the banks compensating balances, 
generally 10% of unused lines of credit and 10% of out
standing loan balances.

At December 31, 1973, $4,647,000 of the cash balance 
shown in the balance sheet represented a compensating 
balance after adjusting for difference of “ float” between 
the balance shown by the books of the Company and 
records of the banks.
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1973 1972
($ thousands)

CURRENT ASSETS:
Cash and short-term  investments (Note 2) $186,751 $75,176

Note 2: Cash, Short-term Investments and Notes 
Payable- The Company has informal arrangements 
with various banks under which average compensating 
balances are to be maintained equal to approximately 
15% of certain loans and commitments. During the year 
ended December 31, 1973, the average amount of com
pensating balances was $39,000,000.
Cash and short-term investments at December 31, 1973 
and 1972 consisted of the following:

December 31

1973 1972
($ thousands)

BOISE CASCADE CORPORATION (DEC)

Cash on hand and demand d e p o s its ..... $40,623 $70,400
Time deposits and certificates of d e p o s it. 126,812 867
Short-term  investments, at cost which

approxim ates m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . 19,316 3,909
$186,751 $75,176

BRIGGS & STRATTON CORPORATION (JUN)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4,710,000
C ertificates of deposit, inc lud ing  accrued interest .... 38,696,000

CRANE CO. (DEC)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $15,492,229

Financial Review
Long and Short-Term F inancing- Long-term debt 

was reduced by $32,816,000 during 1973 compared with 
a net amount of $17,213,000 during 1972. The 1973 de
crease was accounted for principally by a prepayment in 
December of $18,965,000 of the CF&I Steel Corporation 
first mortgage and collateral trust bonds.

At December 31, 1973, the principal amounts of long
term debt repayments required for the next five years 
were $6,312,000 in 1974; $5,695,000 in 1975; $7,955,000 
in 1976; $15,348,000 in 1977; and $7,450,000 in 1978.

At December 31, 1973, there were $45,000,000 of un
used s h o rt- te rm  credit lines available w ith various 
domestic and foreign banks, and such lines are subject 
to annual review. The Company’s cash management 
system is such that cash balances recorded in its ac
counts are substantially less than actual cash on deposit 
in banks. This excess, commonly referred to as float, is 
used by the Company to satisfy its informal practice of 
maintaining compensating balances on deposit with 
banks.

CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $291,243

Notes to Consolidated Financial Statements
Note 4 (in part): Notes Payable- At December 31, 

1973, after adjusting for differences of “ float” between 
the balance shown by the books of the Company and 
the records of the bank, none of the cash shown in the 
balance sheet represented a compensating balance.

MILTON ROY COMPANY (DEC)

NORTH AMERICAN PHILIPS CORPORATION (DEC)

CURRENT ASSETS 
Cash
U n re s tr ic te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 12,918,611
Segregated (Note 2 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,000,000
Time d e p o s its . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,660,589

40,579,200
Com m ercial paper, at cost (of w hich $20,000,000 was

converted to  cash January 2, 1974). . . . . . . . . . . . . . . . . . .  20,129,440
Accounts and notes receivable 
Sale o f product, less estim ate fo r doubtfu l accounts, 

allowances and re tu rn s -  $7,270,336 ($5,214,264-
1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  137,804,904

O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,802,525
147,607,429

Inventories, at the lower o f cost or market
Finished p ro d u c t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  96,603,286
Work in process, materials, parts and s u p p lie s ......  62,484,263

159,087,549
Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,018,879
Total current assets..........................................  $370,422,497

Note 2 (in part): Acquisitions- In connection with 
one of the aforementioned acquisitions, a contractual 
payment was made on January 2, 1974, and $20,000,000 
of cash required therefor has been segregated in the 
1973 consolidated balance sheet.

XEROX CORPORATION (DEC)

($ thousands)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 24,204
Bank time deposits, interest b e a r in g . . . . . . . . . . . . . . . . . . . .  94,191
Marketable securities, at cost w hich approxim ates

m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  106,493
Trade receivables (less allowance fo r doubtfu l receiv

ables: 1 9 7 3 - $30,213; 1 9 7 2 - $28,192) . . . . . . . . . . . . . .  523,982
Accrued re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  151,191
Inventories, at lower o f average cost or m a rk e t.....  301,699
Prepaid expenses and o ther cu rren t asse ts . . . . . . . . . . . .  77,320
Total current assets.......................................... $1,279,080
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MARKETABLE SECURITIES IN 
CURRENT ASSETS

ARB No. 43, Chapter 3A, states in part:

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 as
sets 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 included as a current asset should not exceed 
th e  market  value ... It is i m p o r t a n t  that  the 
amounts at which current assets are stated be 
supplemented by information which reveals, for 
temporary investments, their market value at the 
balance-sheet date ...

Table 2-4 describes both the various valuation bases 
at which marketable securities are shown in the balance 
sheet and the extent to which supplemental market in
formation is disclosed. Examples illustrating informa
tion presented for marketable securities follow.

TABLE 2-4: M A R K ETA B LE S E C U R IT IE S
Basis of Valuation 1973 1972 1971 1970
C ost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 251 259 244 225
Cost plus accrued interest.. . . . . 32 25 33 41
Lower of cost or market. . . . . . . . 10 7 11 14
Market value or approximate 

market value. . . . . . . . . . . . . . . . . . . . 7 4 4 6
Amortized co s t. . . . . . . . . . . . . . . . . . . 3 7 6 9
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 3 3 3
Subtotal........................... 304 305 301 298
Basis of valuation not set forth 70 73 76 83
Total presentations.............. 374 378 377 381
Reference to Market
Approximate market. . . . . . . . . . . . . 235 235 216 211
Market value stated (above and 

below cost). . . . . . . . . . . . . . . . . . . . . 25 25 31 30
No reference to market.. . . . . . . . 114 118 130 140
Total............................... 374 378 377 381
Number of Companies
Marketable securities in current 

assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 375 375 372 376
No marketable securities in cur

rent assets.. . . . . . . . . . . . . . . . . . . . . 225 225 228 224
Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 600 600 600 600

At Cost - A p proxim ates M arke t

ARCHER DANIELS MIDLAND COMPANY (JUN)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 6,469,824
M arketable securities at cost less allowance of 

$136,000 - approxim ately m a rk e t. . . . . . . . . . . . . . . . . . . . . .  26,701,276

ARVIN INDUSTRIES, INC. (DEC)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,835,359
Marketable s e c u r it ie s -a t cost (approxim ates market):

U n re s tric te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,066,053
R e s tric te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,810,663
Notes to Financial Statements
Note C: Marketable Securities-Restricted-  Marketa

ble securities aggregating $1,810,663 at December 30, 
1973, together with certain parcels of land purchased 
from proceeds of real estate project development short
term loans, were pledged as security for such short
term loans of $2,572,410.

THE BLACK AND DECKER MANUFACTURING 
COMPANY (SEP)

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Marketable s e c u r it ie s -a t cost which approxim ates

m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Trade notes and accounts receivable, less allowances 

(1973 -  $2,774,000; 1972 -  $2,244,000) fo r doubtfu l ac
counts and d is c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

In v e n to r ie s -a t the lower of cost (first-in, firs t-ou t) or 
m arket:

Finished p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Work in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total current assets..........................................

($ thousands)

$9,267

234

94,699

77,333
31,699
39,496

148,528
7,543

$260,271

THE SHERWIN-WILLIAMS COMPANY (AUG)

($ thousands)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,671
Short-term  investm ents. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,101

Notes to Consolidated Financial Statements
Note A (in part): Short-Term Investments- Short

term investments are stated at cost which approximates 
market.
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CARNATION COMPANY (DEC)

CURRENT ASSETS;
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $13,059,007
Short-term  com m ercial obligations, at cost (approxi

mately m a rk e t) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   95,613,875
O ther marketable securities, at cost (quoted market

value $14,241,000 and $17,036,000). . . . . . . . . . . . . . . . . . .  5,363,796
Accounts and notes receivable, less provisions of 

$5,196,702 and $4,386,446 fo r  uncollectib le  a cco u n ts -
T ra d e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  136,273,958
M isce llaneous. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,294,108

Inventories, at lower of cost (principa lly  firs t-in , firs t- 
o u t basis) or market
Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  86,935,246
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  155,234,648
Prepaid expenses and d e p o s its . . . . . . . . . . . . . . . . . . . . . . . .  8,457,906

Total current assets...... ................................................. $515,232,544

THE PROCTER & GAMBLE COMPANY (JUN)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $13,631,000
M arketable securities, at cost (approxim ately market):
Securities held to cover federal taxes on in c o m e ..  36,917,000
O ther s e c u ritie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  344,256,000

Notes to Consolidated Financial Statements
Note 1 (in part): Marketable Securities and Dividend 

Incom e- The difference between cost and market value 
of securities as of July 31 has not been provided for in 
the accounts since management believes the decline in 
market value is of a temporary nature.

Dividends are recorded as of declaration date.

Note 3: (in part): Long Term D eb t-  During the year, 
the Company borrowed $10,000,000 from The Chase 
Manhattan Bank under a loan agreement which pro
vides that the proceeds of the borrowings will be used 
to purchase or carry marketable securities listed on na
tional securities exchanges.Borrowings are evidenced by 
unsecured notes due September 26, 1975; accordingly, 
ten million dollars of the investment portfolio has been 
classified as a noncurrent asset. The notes bear interest 
at rates ranging from the bank’s prime rate in the first 
year to 110% of the bank’s prime rate plus ½ of 1% in 
the third year. The loan agreement requires the Compa
ny to maintain working capital and operating income (as 
defined) at specified amounts and restricts the payment 
of cash dividends and the acquisition by the Company 
of its common stock and debentures to an aggregate 
cumulative amount which does not exceed $1,500,000 
plus 65% of net earnings subsequent to July 31, 1972, 
plus the cash proceeds received subsequent to July 31, 
1972 from any sales of the Company’s common stock. 
Retained earnings free of such restrictions amounted to 
approximately $1,960,000 at July 31, 1973.

At C o s t -M a r k e t  V a lu e  S ta ted

CHOCK FULL O’NUTS CORPORATION (JUL)
CURRENT ASSETS:
C ash . . . . . . . . . . . . . . . . . . . . .

1 9 7 3
$2,368,514

1972
$1,334,410

1973 1972
Investments (Note 3):
Marketable securities, at cost:
Public and common s to c k s - 

Public Utilities (market value 1973-
14,245,294; 1972-$4,871,561). . . . . . .  $15,620,355
Industrials (market value 1973-

$819,584; 1972-$1,663,049). . . . . . . . .  930,133
Commercial paper and other (market 

value $2,020,000 . . . . . . . . . . . . . . . . . . . .

Due from brokers for securities sold 
(subsequently reinvested). . . . . . . . . . .  1,169,461

GULF & WESTERN INDUSTRIES, INC. (AUG)
CURRENT ASSETS
Marketable securities (estimated market value 1973V 

$84,000,000)-N o te  A . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $96,057,000
Note A (in part): Marketable Securities-Marketable 

securities are carried at cost, unless the Company be
lieves that a decline in market values represents a per
manent impairment of the value of such securities.

MEREDITH CORPORATION (JUN)
1973 1972

($ thousands)

930,133 1,687,251 CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $5,810 $8,114

2,000,000 Marketable securities (at cost)

16,550,488 8,693,289
(Market value 1973, $9,223; 1972, 
$10,515). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,907 9,962

Amount classified as non-current. . . . .  (10,000,000)
Receivables, less allowance for

7,719,949 8,693,289

doubtful accounts (1973- 
82,831; 1 9 72 -85 ,03 9). . . . . . . . . . 3,692,122 2,341,333

In ven to ries . . . . . . . . . . . . . . . . . . . . . . . . . 4,919,624 4,125,755
Prepaid expen ses. . . . . . . . . . . . . . . . . 274,123 153,642

Total current a sse ts . . . . . . . . . .
Marketable S ecurities-am ount

18,974,332 16,648,429

invested with proceeds from 
long-term notes (Note 3 ) . . . . . . 10,000,000

T IM E  IN C O R P O R A T E D  (D E C )
1973 1972

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $31,709,000 $27,521,000
Marketable s e c u r it ie s -a t cost:

U.S. G overnm ent and o ther short-term  
securities (approxim ately m a rk e t). . . . . . . . 44,303,000 32,846,000
Preferred and com m on s to c k s -q u o te d  
m arket prices $31,800,000 in 1973 and 
$32,000,000 in 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . 27,236,000 26,887,000

$5,006,038
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WM. WRIGLEY JR. COMPANY (DEC)

CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $8,599,000
Time d e p o s its . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,556,000
Marketable securities, at cost (market 

value, 1973-$10,655,000; 1 9 7 2 -
$10,735,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,070,000

1973 1972

$10,180,000
6,077,000

3,021,000

Cost Plus A ccrued  In te res t

E.l. duPONT DE NEMOURS & COMPANY (DEC)

1973 1972
($ m illions)

CURRENT ASSETS:
Cash and Marketable S e c u ritie s .. . . . . . . . . . .  $343.7 $313.9

Summary of Significant Accounting Policies
Marketable Securities-Marketable securities are car

ried at amortized cost plus accrued interest, which is 
approximately equal to market value.

Notes to Financial Statements
Note 4: Cash and Marketable Securities

December 31

Cash on hand and demand d e p o s its .....
Interest-bearing tim e d e p o s its . . . . . . . . . . . . . . .
Interest-bearing negotiable certificates of

d e p o s it . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other marketable s e c u r it ie s . . . . . . . . . . . . . . . . . .

A portion of the Company’s cash balances serves to 
compensate banks for services and credit lines. Such 
balances are essentially unrestricted.

1973 1972
$ 74.2 $ 92.3

110.1 71.9

125.0 .2
34.4 149.5

$343.7 $313.9

Low er O f Cost Or M arke t

GENERAL ELECTRIC COMPANY (DEC)

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . .
Marketable securities

($ m illions)

$296.8
25.3

1973 Financial Summary
Cash and marketable securities totaled $322.1 mil

lion at the end of 1973, an increase of $27.8 million from 
the end of 1972. Time deposits and certificates of de
posit aggregated $134.4 million at December 31, 1973 
and $113.7 million at December 31, 1972. Deposits res
tricted as to usage and withdrawal or used as partial 
compensation for short-term borrowing arrangements 
were not material.

Marketable securities are carried at the lower of 
amortized cost or market value. Carrying value was sub
stantially the same as market value.

PPG INDUSTRIES, INC. (DEC)
1973 1972

CURRENT ASSETS:
Cash, includ ing tim e d e p o s its . . . . . . . . . . . . . . .  $30,665,000 $29,454,000
United States Governm ent and o ther m ark

etable securities -  at lower o f cost or mar
k e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  81,664,000 50,015,000
(Quoted market value; 1973, $81,762,000; 1972, 

$50,037,000)

RECEIVABLES

Balance sheet captions used in the current asset sec
tion to describe trade receivables are summarized in 
Table 2 - 5 .  In addition to trade receivables, other types 
of receivables were shown as current assets. Such re
ceivables are summarized in Table 2 -6 .

LOUISVILLE CEMENT COMPANY (DEC)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 942,712
U.S. Governm ent s e c u r it ie s -a t cost and accrued in 

te re s t-a p p ro x im a te  m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,149,359
A ccounts and notes receivable, less allowance

(1973-$169,329; 1 9 7 2 -$ 1 8 1 ,6 5 5 ). . . . . . . . . . . . . . . . . . . . . .  3,477,914
In v e n to r ie s -a t lower o f cost (first-in , firs t-o u t m eth

od) or market:
Finished products, in-process and m a te ria ls . . . . . . .  3,082,385
M aintenance and operating s u p p lie s . . . . . . . . . . . . . . . . .  2,727,079

5,809,464
Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  86,074

Total Current Assets......................................  $20,465,523

TA BLE 2 -5: TR A D E R E C EIVA B LE S -  B A LA N C E  
S H EET C A P TIO N

Accounts receivable. . . . . . . . . . . . .
Receivables. . . . . . . . . . . . . . . . . . . . . . .
Accounts and notes receivable..
Trade accounts receivable.. . . . .
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total Companies.................

1973 1972 1971 1970
211 201 188 186
170 170 176 173
160 160 164 159
58 62 60 57
1 7 12 25

600 600 600 600
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TA B LE 2-6: O THER R E C EIVA B LE S -  TYPE
1973 1972 1971 1970

Tax claims receivable (*5,99,666) 
Installment notes or accounts

44 45 60 62

(*33,290,401)..................
Due from government (*36,276,

41 37 31 37

509).............................. 28 22 22 24
Due from investees (*176,494,684) 27 25 22 21
Other- identified (*159,505,751) 62 62 52 58
"Other" etc........................ 103 103 109 109

Total Presentations............. 305 294 296 311

*Refer to Company Appendix Section.

Examples illustrating the various types of receivables 
follow. Examples of the presentation of amounts due 
from the government or government agencies are pres
ented in connection with Table 1-23.

T ax  R efunds

The Company and its subsidiaries recognize invest
ment tax credits on the flow-through method. Invest
ment tax credits for 1973 and 1972 amounted to $52,204 
and $50,364, respectively.

FOOTE MINERAL COMPANY (DEC)
1973 1972

CURRENT ASSETS;
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 5,315,154 $ 2,889,566
Accounts receivable, less $100,000 provi

sion fo r lo s s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,427,824 14,355,145
Notes re ce iva b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  776,510 ----
Recovery o f Federal incom e taxes (note 3) 2,300,000 605,000

Note 3 (in part): Income T ax- Recovery of Federal 
income taxes for the years 1973 and 1972 consists of the 
following:

1973 1972
Carryback of net operating loss to  1970

and 1969 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,300,000 465,000
Overpayment o f estim ated incom e ta x e s ..   140,000

$2,300,000 605,000

COOK PAINT AND VARNISH COMPANY (NOV)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1,671,071
Trade accounts receivable, less allowance o f $350,000 8,531,749
Inventories o f m anufactured and sem i-m anufactured 

goods, jobb ing  goods, raw materials, and supplies -  at 
lower o f cost (firs t-in , firs t-o u t method) or market 16,765,635

Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  586,116
Recoverable Federal incom e taxes arising from  over

paym ent o f estim ated t a x . . . . . . . . . . . . . .    191,934
Total Current Assets.........................................  $27,746,505

TOBIN PACKING CO., INC. (OCT)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1,042,171
Trade accounts receivable, net of a llow ance fo r co l

lection losses (1973, $19,597; 1972, $21,075).. . . . . .  3,762,975
Inventories (Note 1)
Livestock, meats and o ther m e rch a n d ise . . . . . . . . . . . . . . .  7,697,429
M anufacturing s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  883,273

8,580,702
Refundable incom e taxes (Note 1 ) . . . . . . . . . . . . . . . . . . . . . . .  507,656
Prepayments and other cu rren t a s s e ts . . . . . . . . . . . . . . . . . .  742,732

Total current assets..........................................  $14,636,236
Note 1 (in part): Accounting Policies
Inventories- Inventories are valued at the lower of 

cost (determined on the first-in, first-out method) or 
market, which is not in excess of net realizable value.

Refundable income taxes- Refundable income taxes 
of the Company include loss and investment tax credit 
carrybacks to a prior year, and deposits on declarations 
made in excess of tax liabilities. The Company and its 
subsidiaries file separate Federal income tax returns.

In s ta llm en t N otes a n d /o r  A ccounts

BRUNSWICK CORPORATION (DEC)
($ thousands)

CURRENT ASSETS:
Cash................................................................ $11,050
Bank time deposits............................................ 8,501
Notes and accounts receivable-

Installment notes (Note 2)................................. $ 60,958
Unearned interest..........................................  (11,686)
Accounts..................................   105,093
Allowance for possible losses on receivables........ (10,660)

$143,705
Note 2: Installment Notes Receivable -  The maturities 

of installment notes, as of December 31, 1973, are (in 
thousands of dollars):
1974 ................................................................ $16,581
1975 ................................................................ 12,209
1976 ................................................................  9,581
1977 ................................................................ 7,395
1978 ................................................................ 5,685
1979 ................................................................ 4,425
1980 ................................................................ 3,151
1981, etc...........................................................  1,931

$60,958
Amounts due after one year are classified as current 

assets in conformity with usual trade practices. Install
ment notes receivable include add-on interest equiva
lent to simple interest of 6% to 12%.
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HARRIS-INTERTYPE CORPORATION (JUN)
CURRENT ASSETS
Trade accounts and notes receivable:
Accounts receivable...........................................  $105,406,245
Installment notes (including $20,900,000 in 1973 and 

$28,100,000 in 1972 due after one year)..............  43,764,134

149,170,379
Less deferred interest income (4,566,000 in 1973 and 

$6,984,000 in 1972) and allowances for collection 
losses...........................................................  7,300,972

Total Trade Accounts and Notes Receivable.......  $141,869,407

OXFORD INDUSTRIES, INC. (MAY)
1973 1972

CURRENT ASSETS:
Cash.................................................  $ 2,168,975 $ 2,692,223
Receivables (Notes A and B)................  36,053,273 31,093,587
Inventories (Notes A and C)..................  59,525,585 44,794,584
Prepaid expenses................................  631,277 206,555
Total Current Assets..........................  $98,379,110 $78,786,949

Note A (in part): Summary of Significant Accounting 
Policies-Installment Contract Receivables- Unearned 
finance charges applicable to installment contracts are 
amortized by the straight-line method over the life of the 
related contract.

Inventories— Inventories are stated at the lower of 
cost (first-in, first-out method) or market.

Note B: Receivables:
June 1, June 2, 

1973 1972
Trade accounts...................................  $29,195,637 $24,542,908
Installment contracts...........................  10,024,374 8,867,099
Claims for income tax refunds............. 454,831 261,396
Employees and other..........................  191,643 814,120

39,866,485 34,485,523
Less:
Allowance for doubtful accounts..........  864,835 727,142
Unearned finance charges applicable to in

stallment contracts...........................  2,948,377 2,664,794
$36,053,273 $31,093,587

The installment contract receivables include amounts 
due after one year of approximately $6,000,000 in 1973 
and $5,400,000 in 1972. The contracts are collateralized 
by the equipment sold.

SMC INDUSTRIES, INC. (AUG)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 463,634
Notes and accounts receivable (Note 1):
Installm ent notes receivable, less unearned finance 

charges of $532,188 in 1973 and $527,819 in 1972 2,582,154
Trade accounts re c e iv a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  977,702

3,559,856
Less allowance fo r lo s s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  299,927

3,259,929
Other accounts re c e iv a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  134,909

3,394,838
Refundable Federal incom e tax d e p o s its . . . . . . . . . . . . . . .  29,309
Inventories (Notes 1 and 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,748,524
Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  153,410
Total current assets.......................................................  $5,789,715

Note 1 (in part): Summary of Significant Accounting
Policies:

Installment notes receivable- Following a generally 
recognized trade practice, installment notes receivable 
maturing more than one year from the date of the bal
ance sheet are included in current assets. Installment 
notes, generally, are not made to mature over a longer 
period than eighteen to twenty-four months.

THE WURLITZER COMPANY (MAR)
CURRENT ASSETS:
Trade receivables:
Notes and a c c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $19,635,609
Installm ent accounts (estimated installm ents due after 

one y e a r - 1973, $10,600,000; 1972, $9,000,000).. . .  22,140,398
Total receivables............................................................. 41,776,007
Less:
A llowance fo r doubtfu l a c c o u n ts . . . . . . . . . . . . . . . . . . .    1,938,000
Unearned d iscount and carrying c h a rg e s . . . . . . . . . . . . . .  3,123,210
T o ta l...................................................................................  5,061,210
Trade receivables-net..................................................  $36,714,797

Notes to Financial Statements
Note 1 (in part): Carrying Charges and Discounts-  

Carrying charges and discounts on installment accounts 
receivable are recognized as earned on an accrual 
basis using the sum-of-the-months-digits method.

O ther R e c e iv a b le s -D e s c r ib e d

THE AMERICAN SHIP BUILDING COMPANY (SEP) 
CURRENT ASSETS:
Note receivable from Great Lakes Towing disposition 

(Note 4)......................................................... $4,500,000
Note 4: Income (Loss) of Operating Units S o ld -  In 

May, 1972, the Company acquired all of the outstanding 
stock of Great Lakes Towing Company. After extended 
negotiations with representatives of the Anti-Trust Divi
sion of the U. S. Department of Justice, the Company 
was required to dispose of its interest in Great Lakes
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Towing. In August, 1973, the Company sold the Great 
Lakes Towing Company and received, in exchange, a 
promissory note payable in November, 1973, (which 
note has been paid in full) in the amount of $4,500,000, 
resulting in a gain of $14,000 after taxes.

Gross revenues of Great Lakes Towing Company in 
1973 and 1972 and the Bridge Division in 1972 have 
amounted to approximately $8,000,000 in 1973 and 
$20,000,000 in 1972, and have been appropriately ex
cluded from the accompanying consolidated statements 
of income.

L E E  E N T E R P R IS E S ,  IN C O R P O R A T E D  (S E P )
CURRENT ASSETS
Cash and certificates of d e p o s it . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 6,898,713
Trade receivables, less allowance fo r doub tfu l ac

c o u n ts -  1973, $140,943; 1972, $131,894 .. . . . . . . . . . .  4,286,998
Dividends receivable from  associated c o m p a n ie s ... .  140,504
Inventories, at lower o f  cost (last-in, f irs t-o u t method)

or m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  565,240
Prepaid e x p e n s e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  470,781
Deferred income tax charges, curren t p o r t io n . . . . . . . .  308,410
Total current assets........................................................ $12,670,646

NATIONAL TEA CO. (MAR)
CURRENT ASSETS;
Cash................................................................ $ 5,866,514
Receivables-

Trade...........................................................  8,490,039
Due from sale of Loblaw Inc............................  26,042,122
Income taxes recoverable from loss carrybacks... 8,150,740
Notes to Consolidated Financial Statements
Note 2 (in part): Sale of Loblaw Inc. —  As of March 

31, 1 973,  th e  c o m p a n y  so ld  fo r  a p p ro x im a te ly  
$26,000,000 its investment (73% of the outstanding 
common stock) in Loblaw Inc. to Loblaw Groceterias 
Co., Limited which owns 55% of the outstanding com
mon shares of the company. The price was equivalent to 
the net book value of the company’s investment in Lob
law Inc.

Loblaw Inc. is a food chain headquartered in Buffalo, 
New York,  w h ic h  had sales of $329,662,000 and 
$329,688,000 in fiscal years 1973 and 1972 respectively. 
The company’s share of Loblaw Inc.’s net loss for 1973 
was $128,000 and net income for 1972 was $2,343,000.

S E A B O A R D  A L L IE D  M IL L IN G  C O R P O R A T IO N  (M A Y )  
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 7,235,898
Receivables, less allowance fo r doubtfu l accounts of

$112,300 (1972, $1 2 ,8 0 0 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,034,896
Due from  50% owned jo in t venture and fo re ign  sub

sidiaries . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  871,600
Margin deposits and advances on grain p u rch a se s .. 5,945,119

R E C EIVA B LE S USED FOR F IN A N C IN G

The reports of 87 survey companies disclosed 92 ref
erences as to receivable financing. Table 2-7 summa
rizes the manner in which receivables were used as a fi
nancing instrument. Examples illustrating disclosures of 
receivable financing follow.

R ece ivab les  Sold W ith  C o ntingen t L iab ility

AMF INCORPORATED (DEC)
1973 1972

($ thousands)
CURRENT ASSETS:
Notes and accounts receivable (Note 4)... $216,300 $213,744

Note 4: Receivables- Notes and accounts receivable 
at December 31 include the following:

1973 1972
($ thousands)

Custom er ob liga tions due w ith in  one year $225,636 $221,415
C ustom er ob liga tions due beyond one year 32,352 29,988

257,988 251,403
Less:
Unearned interest on insta llm ent ob liga

tions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,288 8,679
A llowance fo r possible lo sse s .. . . . . . . . . . . . . . 32,400 28,980

$216,300 $213,744
Amounts due beyond one year relate largely to the 

Company’s bowling products business and are included 
in current assets in accordance with industry practice.

The Company is contingently liable on approximately 
$2,100,000 of long term installment notes and mort
g a g e s  s o ld  w i t h  r e c o u r s e  and has gua ranteed  
$5,700,000 related to dealer floor plan arrangements.

A S S O C IA T E D  D R Y  G O O D S  C O R P O R A T IO N  (J A N )
1974 1973

CURRENT ASSETS:
Accounts rece iva b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $176,985,000 $152,012,000

The Year In Review
Accounts Receivable— A c c o u n t s  r e c e iv a b le  a r e  c o m 

p r is e d  o f  t h e  f o l l o w in g :
Feb. 2 Feb. 3 

1974 1973
Regular A c c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 28,588,000 $ 29,063,000
Less net am ount sold to  Associated Dry

Goods C redit C o rp o ra tio n . . . . . . . . . . . . . . . . . .  25,494,000 26,472,000
Net regular a c c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,094,000 2,591,000
Deferred payment a c c o u n ts . . . . . . . . . . . . . . . . . .  171,638,000 146,073,000

174,732,000 148,664,000
Less allowance fo r doubtfu l a c c o u n ts . . . .  8,622,000 7,604,000
Total net custom er accounts receivable ... 166,110,000 141,060,000
Other accounts rece iva b le . . . . . . . . . . . . . . . . . . . .  10,875,000 10,952,000
Total net accounts receivable..................  $176,985,000 $152,012,000
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TA B LE 2-7; R E C EIVA B LE S USED FOR  
F IN A N C IN G

Number of References 1973 1972 1971 1970
S o ld -w ith  contingent liab ility.. 67 70 57 62
S old -w ithou t recourse. . . . . . . . .  9 8 8 11
Used as collateral. . . . . . . . . . . . . . . .  16 21 23 26
Total............................... 92 99 88 99
Number of Companies:
Using receivables for financing.. 87 98 81 88
Not referring to use of receiva

bles for financing. . . . . . . . . . . . . .  513 502 519 512

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

Other receivables include such items as amounts due 
from manufacturers and insurance claims.

Bad debts written off, net of recoveries on accounts 
previously charged off, were $3,893,000 or .5% of credit 
sales compared to $3,809,000 or .6% of credit sales for 
the prior year.

The allowance for doubtful accounts at year-end in 
the amount of $8,622,000, or 4.3% of customers’ ac
counts receivable balances, was arrived at by applying 
established percentages to the balances of customers 
accounts receivable aged according to the degree of 
delinquency. Income from carrying charges received 
from customers on deferred payment accounts was 
$17,350,000 in 1973, or 2.4% of credit sales, versus 
$15,306,000, or 2.3% in 1972. The cost of operating 
credit departments in our stores, including net bad debt 
losses but excluding clerical costs of writing credit sales 
on the selling floor, auditing such sales, and interest on 
the outstanding balances, exceeded the carrying charge 
income.

Summary of Accounting Policies
Associated Dry Goods Credit Corporation- Associ

ated Dry Goods Credit Corporation (wholly-owned) was 
formed to provide financing of certain accounts receiva
ble of the Corporation. The Corporation has agreed to 
reimburse the credit subsidiary for all losses it incurs in 
the collection of the accounts. All of the revenue of the 
credit subsidiary is derived from the Corporation. The 
earnings before taxes of the credit subsidiary are de
ducted from interest expense in the consolidated state
ment of earnings, with the provision for taxes of the 
subsidiary included in federal income taxes in the con
solidated statement of earnings.

BORG-WARNER CORPORATION (DEC)
Notes to Financial Statements

Contingent Liabilities— Borg-Warner Corporation has 
guaranteed $53.0 million of receivables sold to its finan
cial services companies. The receivables are substan
tially related to Borg-Warner’s air conditioning busi
ness.

The company has also guaranteed borrowings of 
$54.9 million of its financial services companies and 
$36.2 million of other unconsolidated subsidiaries and 
affiliates.

It is the opinion of management and counsel that var
ious claims and litigation in which Borg-Warner is cur
rently involved will not materially affect the company’s 
financial position or earnings.

CENTRAL SOYA COMPANY, INC. (AUG)
1973 1972

($ thousands)

$ 24,376 $ 11,558

88,558

CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Notes and accounts receivable (less allow 

ance of $5,435,000 in 1973 and $4,000,000 
in 1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  104,304
Notes to Consolidated Financial Statements
Notes and Accounts Receivable—  Notes and ac

c o u n t s  r e c e i v a b l e  at A u g u s t  31, 1973 in c lu de  
$13,324,000 ($22,889,000 at August 31, 1972) of notes 
due on demand or within one year.

At August 31, 1973 the Company was contingently lia
ble for receivables discounted aggregating approxi
mately $17,443,000 ($12,540,000 at August 31, 1972).

HECK’S, INC. (DEC)
1973 1972

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $8,042,516 $8,034,402
Trade accounts re c e iv a b le - net (Note 3) 6,942,073 6,032,686
Note receivable from  Heck’s C redit C orpo

ration . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,000,000 - - - - - -
Note 3: Trade Accounts Receivable- Heck’s, Inc. and 

certain of its subsidiaries sell on “ revolving credit” 
charge account plans requiring minimum monthly pay
ments of 10% of the unpaid balance. Two subsidiaries 
sell on both installment and open account basis. In 
1973, the Company formed Heck’s Credit Corporation 
(see Note 4) to finance certain accounts. The accounts 
sold to Heck’s Credit Corporation are shown on their 
balance sheet.

The balances of the accounts at December 31 were:
1973 1972

Revolving credit a c c o u n ts . . . . . . . . . . . . . . . . . . . .  $3,349,955 $2,976,416
Installm ent a c c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,337,076 1,359,028
Open a c c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,825,188 1,922,403

9,512,219 6,257,847
Less: A llowance fo r doubtfu l a c c o u n ts ...  (318,062) (225,161)
Accounts sold to  cred it subsidiary net of 

allowance fo r doubtfu l accounts of 
$150,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,252,084) - - - - - - -

$6,942,073 $6,032,686
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Note 4: Investment in Credit Subsidiary Not Consoli
da ted- In 1973, the Company formed Heck’s Credit 
Corporation to finance customer accounts receivable. 
The Company and its operating subsidiaries may sell 
their accounts to the credit subsidiary. The credit subsi
diary is intended to operate at a break even level and 
may be paid a fee by Heck’s, Inc. sufficient to cover any 
losses.

Note 3: Accounts Receivable Factored- The Corpo
ration uses factors for credit administration purposes. 
Under the factoring agreements, the factors purchase 
certain of the Corporation’s trade accounts receivable 
and assume substantially all credit risks with respect to 
such accounts.

R ece ivab les  Sold W ithou t R ecourse

CARRIER CORPORATION (OCT)
1973 1972

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 10,066,000 $ 8,104,000
Marketable securities, at cost w hich ap

proxim ates market v a lu e . . . . . . . . . . . . . . . . . . .  26,020,000 38,866,000
Receivables, inc lud ing $3,650,000 and 

$15,850,000f rom C arrier D istribu tion Cred
it C orporation in 1973 and 1972, respec
tively . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  174,046,000 142,252,000
Notes to Consolidated Financial Statements
Carrier Distribution Credit Corporation- Carrier Dis

tribution Credit Corporation (CDCC), a wholly owned fi
nance subsidiary, purchases certain trade notes from 
the Corporation without recourse. At October 31, 1973, 
CDCC held $19,106,000 of such notes, compared with 
$15,244,000 at October 31, 1972.

The net profit of CDCC, included in consolidated 
earnings on the equity basis, was $671,000 in 1973 and 
$512,000 in 1972. The balance sheets of CDCC as of Oc
tober 31, 1973 and 1972, are set forth on page 45.

THE DUPLAN CORPORATION (SEP)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,573,440
Marketable securities, at cost, inc lud ing  accrued in 

terest (approxim ates m arket) (note 2 ) . . . . . . . . . . . . . . . .  4,694,401
Accounts and notes receivable, principa lly  trade:
Due from  factors (Note 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,000,287
Other, less allowance fo r doub tfu l accounts and cash 

discounts:
1973, $539,725; 1972, $544,062 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,750,091
Federal incom e tax refund rece ivab le . . . . . . . . . . . . . . . . . . . .  2,994,000
Inventories, at lower o f cost (principa lly  average cost) 

or market:
Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,208,359
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,502,967
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,686,561
Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  929,475
Total current assets.......................................................  $72,339,581

THE GOODYEAR TIRE & RUBBER COMPANY (DEC)
1973 1972

($ thousands)
CURRENT ASSETS:
Accounts and notes rece ivab le . . . . . . . . . . . . . .  $840,906 $826,750

Financial Review
Goodyear Financial Corporation—  In October 1973, 

the Company formed a wholly-owned finance subsidi
ary, Goodyear Financial Corporation (GFC), to purchase 
certain receivables from Goodyear and its domestic 
subsidiary companies. The pretax income of GFC is in
cluded in the consolidated income statement as a re
duction of interest expense and its provision for income 
taxes is included in the consolidated income tax provi
sion. Following is a condensed balance sheet of GFC at 
December 31, 1973:

($ thousands)
Assets:
Custom er receivables purchased from  The Goodyear 

Tire & Rubber Company and dom estic subsidiary
com panies w ith o u t re c o u rs e . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $264,848

C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  24

$264,872
Liabilities and Equity:
Notes p a ya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $199,626
5% Holdback on receivables purchased, pending co l

lection . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,243
Accrued taxes and e xp e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,628
Equity of The Goodyear Tire & Rubber C o m p a n y ...  50,375

$264,872
Accounts and Notes Receivable

1973 1972
($ thousands)

Total accounts and notes re ce iva b le . . . . . .  $1,119,170 $965,704
Less:
A llowance fo r doub tfu l a c c o u n ts . . . . . . . . . . . .  24,155 23,691
Receivables s o ld -
To Goodyear Financial C orporation, less

5% h o ld b a c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  251,605 - - - - - -
To b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,504 115,263

$ 840,906 $826,750
Reference is made to preceding comments con

cerning Goodyear Financial Corporation. The sale of re
ceivables to banks in 1972 was made to enable the 
Company to extend the installment method of reporting 
income for tax purposes in 1973.

Revenues from installment sales are recognized in the 
financial statements at the time of delivery but on the in
stallment method for Federal income tax purposes.



Receivables 89

Under this method, income from installment sales is not 
taxable until collections are made, and accordingly, the 
current tax liability includes taxes deferred as a result of 
this timing difference between financial and taxable in
come.

R e ce ivab les  U sed as C o lla te ra l

THE PANTASOTE COMPANY (DEC)
CURRENT ASSETS:
C a s h -  demand deposits (Note 4 ) . . . . . . . . . . . . . . . . . . . . . . . .  $ 5,405,564

Operating fu n d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  823,370
Notes and accounts re c e iv a b le - trade, after a llow 

ance fo r unco llectib le  accounts o f $396,043 in 1973 
and $380,302 in 1972 (Note 4 ) . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,308,830
Note 4 (in part): Long-Term D eb t-  Long-term debt 

consists of the following obligations;
Revolving Bank Loan: The loan balances have been 

drawn against a credit line not to exceed $9,500,000, 
which expires August 1, 1976. Interest is payable month
ly on outstanding loan balances at 3¾ % above the lend
er’s prime commercial rate. Effective January 1, 1974, 
the interest rate was reduced to 2 ½ % above the lender’s 
prime commercial rate.

In connection with this obligation, the lender has a 
continuing first lien and security interest in assets of the 
Company aggregating $16,529,000, which consists of all 
domestic receivables ($10,933,000), securities ($190,000) 
and demand deposits with the lender ($5,406,000). At 
December 31, 1973, required collateral for this obliga
tion was $9,672,732, consisting of domestic trade re
ceivables ($8,818,222) and demand deposits with the 
lender ($854,510).

The agreement requires in part that the Company 
maintain minimum working capital of $4,000,000, mini
mum consolidated net worth of $10,000,000 and places 
limitations on acquisition of fixed assets, long-term bor
rowings and dividends. As of December 31, 1973, re
tained earnings available for cash dividends amounted 
to $1,172,000.

THE RATH PACKING COMPANY (SEP)
CURRENT ASSETS;
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 626,000
Receivables (Note 2):
Trade a c c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,137,000
N o te s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,000,000
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  838,000

17,975,000
L e s s -  Allowance fo r doub tfu l accounts, e tc .... . . . . . .  200,000

$17,775,000
Note 2 (in part): Debt Agreements: Financing Agree

m e n t —  A ll re ce iva b le s  and inventories have been 
pledged as collateral fo r borrowings under the Financing 
Agreement. The lender is a commercial finance compa
ny: however, a bank was a 50% participant in such bor
rowings from December 15, 1971 to January 31, 1973 up

to an aggregate amount of $11,000,000. During the per
iod of the bank’s participation, interest rates were 6% 
over the prime bank rate with respect to 50% of the out
standing borrowings and 1.5% over the prime bank rate 
with respect to the other 50% of the outstanding bor
rowings, and the average interest rate ranged from 8.5% 
to 9.8%. In addition, the Company was required, during 
the period of the bank’s participation, to maintain a 
compensating balance of $825,000. Effective March 1, 
1973 the interest rate on the borrowings was changed to 
5% over the prime bank rate. The interest rate has 
ranged from 11.3% to 14.8% from February 1 to Septem
ber 29, 1973.

TE R M IN O L O G Y  FOR “ U N C O LLE C TIB LE  
A C C O U N T S ”

Terms used by the survey companies to describe an 
allowance for uncollectible accounts are summarized in 
Table 2-8. Use of the term reserve to describe uncollec
tible accounts continues to decline. This trend is in ac
cord with a recommendation expressed by the commit
tee on terminology of the American Institute of Certified 
Public Accountants that use of the term reserve in the 
financial statements to describe uncollectible accounts 
be avoided. As to the balance sheet presentation of al
lowances for uncollectible accounts, APB Opinion No. 
12 states that such allowances should be deducted from 
the related receivables and appropriately disclosed.

Sixty-three companies, in addition to deducting an al
lowance for uncollectible accounts from receivables, 
also deducted amounts for unearned discounts, finance 
charges and interest.

TA B LE 2-8: U N C O LLE C TIB LE  A C C O U N T S  - 
T E R M IN O L O G Y

Primary Descriptive Terms* 1973 1972 1971
A. Allowance.................   418 412 401
B. Reserve.............................  53 62 64
C. Provision............................ 11 12 16
D. Estimate............................  13 13 12
Subtotal.................................  495 499 493
Other terms............................ 5 8 4
Accounts receivable (net).........  9 3 7.
No uncollectible accounts indi

cated ................................. .  91 90 96
Total Companies....................  600 600 600
*1973 Term Used With............  A  B  C
Doubtful................................. 244 10 5
Losses...................................  44 - 4
Other phrases.........................  15 1 2
Subtotal.................................  303 11 11
Used alone.............................  115 42
Total.....................................  418 53 11

1970
389

74
17
16

496
2
4

98
600

D
6
3
4

13

13
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INVENTORY

Only one of the companies did not show a caption 
entitled inventories. Of the 599 companies presenting 
inventories, 175 did not show any inventory detail. Table
2-9 presents the inventory descriptions most often used.

TA B LE 2-9: IN V E N T O R Y  - T E R M IN O L O G Y

Finished Goods or Products 1973 1972 1971 1970
Used a lo n e . . . . . . . . . . . . . . . . . . . . . . . . 2 5 3 2 3 7 2 1 4 2 1 4
C o m b in e d . . . . . . . . . . . . . . . . . . . . . . . . . 101 1 1 5 1 0 6 9 9
Name of p rod uct (used a lo n e ) ... 6 6 6 9 5 4 4 7
Name of p roduct (c o m b in e d ). . . 10 7 1 7 15

Total C aptions............................ 430 428 391 375
Merchandise (alone or com bined) 
Work in Process

10 17 1 2 17

Used a lo n e . . . . . . . . . . . . . . . . . . . . . . . . 2 0 3 1 8 8 1 6 7 1 5 9
C o m b in e d . . . . . . . . . . . . . . . . . . . . . . . . . 1 1 7 111 121 1 1 3
O ther te r m s . . . . . . . . . . . . . . . . . . . . . . . 4 3 61 5 0 4 9

Total Captions.............................
Raw Materials

363 360 338 321

Used a lo n e . . . . . . . . . . . . . . . . . . . . . . . .
Combined w ith supplies an d /o r

1 0 7 1 1 2 1 0 0 9 9

p a r ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 0 2 1 9 4 1 8 5 1 7 5
C o m b in e d - o th e r . . . . . . . . . . . . . . . 4 3 4 6 4 3 4 3
O ther te r m s . . . . . . . . . . . . . . . . . . . . . . . 5 7 5 3 51 5 8

Total C aptions . . . . . . . . . . . . . . . . . . .
Supplies . . . . .

409 405 379 375

Used a lo n e . . . . . . . . . . . . . . . . . . . . . . . . 5 6 4 9 4 9 5 8
C o m b in e d . . . . . . . . . . . . . . . . . . . . . . . . . 6 4 6 8 71 9 4
Other te r m s . . . . . . . . . . . . . . . . . . . . . . . 15 12 15 2 6

Total C aptions.............................
Number of Companies

135 129 135 178

Presenting details o f in v e n to ry ... 
Not presenting details o f invento

ry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

4 2 5

1 7 5

4 1 5

1 8 5

3 9 9

20 1

3 8 9

21 1

T o ta l............................................. 600 600 600 600

P R IC IN G  BA SIS

Chapter 4 of ARB No. 43 states that “ the primary 
basis of accounting for inventories is cost...’’ and “ a de
parture from the cost basis of pricing inventories is re
quired when the utility of the goods is no longer as 
great as its cost...’ ’ Chapter 4 stipulates also that the 
basis of inventories should be disclosed in financial 
statements. As shown in Table 2-10, lower o f cost or 
market, an acceptable method of inventory valuation 
when departure from cost is required, is the most fre
quently used method of inventory valuation.

TABLE 2-10: IN V E N T O R Y  P R IC IN G  BASES
Bases 1973 1972 1971 1970
Lower of cost or m a rk e t. . . . . . . . 541 530 530 513
Cost

No mention of market. . . . . . . . . . 57 69 79 86
"Not in excess of m a rk e t" . . . 32 37 31 42
"Less than market” . . . . . . . . . . . 24 24 25 29

Market, or less than m a rk e t.... 21 23 22 24
Various other b a se s . . . . . . . . . . . . . . 11 6 18 10

Total D isclosures........................ 686 689 705 704
Number of Companies
Stating one basis o n ly . . . . . . . . . . . 511 511 510 503
Stating more than one b a s is ... 86 . 85 89 92
Not stating basis, or no inven

tories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 4 1 5

T o ta l............................................. 600 600 600 600

M ETH O D S OF “ C O S T” D E T E R M IN A T IO N

Table 2-11 summarizes the methods of cost determi
nation as reported by the survey companies. First-in - 
first-out (FIFO) is the most frequently used method. 
Last-in first-out (LIFO) is used less frequently than the 
average cost method.

Table 2-12 shows the extent of the use of the LIFO 
method. Of the 150 companies using LIFO as a method 
for determing the cost of inventories, 8 use LIFO for all 
inventories, 49 use LIFO for a major portion of inven
tories (more than 50 percent), 68 use LIFO for less than 
50 percent of inventories, and 25 mention the use of 
LIFO but do not disclose the amount of inventories in
volved. During 1973, two companies completely or par-

TA BLE 2-11: M ETH O D  OF D E T E R M IN IN G  
IN V E N T O R Y  C O ST

Methods 1973 1972 1971 1970
First-in firs t-ou t ( f i fo ) . . . . . . . . . . . . .  394 377 333 292
Average c o s t. . . . . . . . . . . . . . . . . . . . . . .  235 242 220 203
Last-in first-ou t ( l i fo ) . . . . . . . . . . . . .  150 150 144 146
Standard C o s ts . . . . . . . . . . . . . . . . . . . .  52 54 36 30
Retail m e th o d . . . . . . . . . . . . . . . . . . . . . .  39 35 31 27
Specific or "actua l”  c o s t. . . . . . . .  23 26 15 17
Accumulated or production cost 18 25 24 23
Replacement or current c o s t...  10 8 13 16
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 3 6 11

Total D isclosures........................ 927 920 822 765

Number of Companies:
Stating cost method(s) for entire

inven tory. . . . . . . . . . . . . . . . . . . . . . . . . .  570 559 515 480
Stating cost method(s) for only

part of in ve n to ry . . . . . . . . . . . . . . . .  18 18 30 31
Omitting cost m e th o d s . . . . . . . . . . .  12 23 55 89

T o ta l......................   600 600 600 600
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TABLE 2-12: USE O F U F O  IN V E N T O R Y  M ETH O D
LIFO used for all inventory

classes. . . . . . . . . . . . . . . . . . . . . . . . . . .  8 10 9 9
LIFO used for certain inventory

classes. . . . . . . . . . . . . . . . . . . . . . . . . .  142 140 135 137
No mention of use of l i f o . . . . . . .  450 450 456 454

Total Companies....................  600 600 600 600

tially abandoned the use of LIFO and 7 companies ex
tended the use of LIFO.

Table 2-13 shows the number and percentage of 
companies using LIFO in each industrial classification; 
1972 numbers and percentages are shown for compari
son.

Examples illustrating the various methods of deter
mining inventory “ cost” follow.

F irst-In  F irs t-O ut

AMERICAN BEEF PACKERS, INC. (MAY)
1973 1972

CURRENT ASSETS:
Inventories (Note 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $32,387,000 $8,967,000

Note 1 (in part): Inventories- The dressed carcasses, 
offal and by-products, and fabricated and portion cuts 
are stated at market, less allowances for selling expens
es. Livestock, other food products, and material and 
supplies are stated at lower of cost (first-in, first-out 
method) or market.

Note 4: Inventories- The classes and amounts of in
ventories are as follows:

June 2 June 3 
1973 1972

L iv e s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $16,783,000 $3,002,000
Dressed beef and pork ca rca sse s.. . . . . . . . .  3,346,000 2,517,000
Fabricated and portion c u ts . . . . . . . . . . . . . . . . . .  6,486,000 1,868,000
Offal and b y -p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . .  3,326,000 1,194,000
Other food p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,206,000 ----
Material and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . .  1,240,000 386,000

$32,387,000 $8,967,000
Included in the cost of the livestock is interest capital

ized in the amount of $324,000 and $43,000 for 1973 and 
1972 respectively.

TA BLE 2 -1 3 : C O M P A N IE S  R E FE R R IN G  TO  LIFO
1973 1972

Industrial Classification* No. %** No. %**
Foods:

Meat products (362). . . . . . . . . . .  2 18 3 23
Dairy products. . . . . . . . . . . . . . . . .  _ _ _ _
Canning, etc. (116, 527). . . . . .  4 44 2 50
Packaged and bulk (34). . . . . .  3 14 5 24
Baking (582). . . . . . . . . . . . . . . . . . .  1 20 1 20
Sugar, confections, etc. (44,
596). . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 71 5 71

Beverages (398). . . . . . . . . . . . . . .  3 43 3 33
Tobacco products (470). . . . . . .  2 25 2 25
Textiles (147, 267). . . . . . . . . . . . .  8 28 9 31
Paper products (87,312).....  10 63 10 63
Printing, publishing (763). . . . .  2 29 1 17
Chemicals (202,660). . . . . . . . . .  5 20 4 15
Drugs, cosmetics, etc. (146)... 2 11 3 17
Petroleum (273,455). . . . . . . . . .  16 64 15 60
Rubber products (379). . . . . . . .  2 20 2 17
Shoes- manufacturing, mer

chandising, etc.(307). . . . . . . .  2 25 1 13
Building:

Cement (335). . . . . . . . . . . . . . . . . . .  1 20 1 14
Roofing, wallboard (399,564).. 6 50 4 36
Heating, plumbing (522).. . . . .  3 43 2 29
Other (62). . . . . . . . . . . . . . . . . . . . . . .  3 18 3 21

Steel and iron (89,308). . . . . . . . . .  14 64 14 61
Metal- nonferrous (35,326)...  9 50 10 63
Metal fabricating (485,610). . . . .  4 33 5 29
Machinery, equipment and

supplies (107,126). . . . . . . . . . . . .  6 15 9 22
Electrical equipment, appliances

(247). . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 6 2 17
Electrical, electronic equipment

(17,463). . . . . . . . . . . . . . . . . . . . . . . . .  6 16 3 9
Business equipment and supplies _ _ _ _
Containers (163). . . . . . . . . . . . . . . . . .  2 25 2 22
Autos and trucks (including parts,

accessories. . . . . . . . . . . . . . . . . . . . .  _ _  _ _
Aircraft and equipment, aero

space (413). . . . . . . . . . . . . . . . . . . . .  1  6 1  5
Railway equipment, shipbuilding,

etc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  _ _  _ -
Controls, instruments, medical 

equipment, watches and clocks,
etc. (474, 524). . . . . . . . . . . . . . . . . . .  4 31 3 23

Merchandising:
Department stores (68, 226).... 8 75 9 100
Mail order stores, variety stores _ _ _ _
Grocery stores (228). . . . . . . . . . .  2 12 4 20
Other. . . . . . . . . . . . . . . . .    -  _ -  -

Motion pictures, broadcasting.... _ _ _ _
Widely diversified, or not other

wise classified (58,541).......  13 19 12 16
Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  150 25 150 25
*Refer to Company Appendix Section.
“ Percent of total number of companies for each indus
trial classification included in the survey.
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ANCHOR COUPLING CO. INC. (JUN)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 885,977
Receivables (less allowance o f $78,500 fo r doubtfu l

a c c o u n ts ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,590,881
Inventories, at lower o f cost (first in, firs t out) o r m ar

ket:
W ork-in-process and fin ished g o o d s . . . . . . . . . . . . . . . . . . . .  7,611,052
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,592,341

$11,203,393
Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  53,357
Total current assets.......................................................  $16,733,608

Notes to Consolidated Financial Statements
Summary of Accounting Policies (in part): Inven

to ries- Inventories used in computing cost of sales 
were determined by the Company on the basis of physi
cal inventories taken at or near year-end, priced at the 
lower of cost, less allowances for excess and obsolete 
items, or market. Cost is determined on a first-in, first- 
out basis.

In 1973, management discontinued the sale of certain 
products and reevaluated the potential excess and ob
solete items in its existing products. A charge was made 
to cost of goods sold of $443,000 in 1973 and $114,000 
in 1972 for the discontinued products and the excess 
and obsolete items. The Company has physically dis
posed of such products and items charged to cost of 
goods sold.

ARMSTRONG CORK COMPANY (DEC)
1973 1972

($ thousands)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $14,073 $8,243
Short-term  securities (at cost, w hich ap

proxim ates m a rk e t) . . . . . . . . . . . . . . . . . . . . . . . . . .  2,412 12,382
Accounts and notes receivable (less a llow 

ance fo r d iscounts and losses: 1973-
$5,892,000; 1972-$4,866,000). . . . . . . . . . . . . . . 100,525 89,751

In v e n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 149,009 124,074
Prepaid e xp e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,198 4,652

Total current assets .................................... $271,217 $239,102
Financial Review 
Classification of Inventories

1973 1972
($ thousands)

Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $84,302 $71,545
Goods in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,152 17,256
Raw m aterials and s u p p lie s . . . . . . . . . . . . . . . . . . 44,555 35,273

$149,009 $124,074

on a last-in, first-out (UFO) basis. UFO-valued inven
tories amounted to $22,077,000 at December 31, 1973, 
and $21,602,000 at December 31, 1972. The excess of 
replacement cost over the LIFO value was $11,136,000 
at the end of 1973 ($5,624,000 at the end of 1972).

INMONT CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 1 (in part): Inventories-Inventories are valued 

at the lower of cost or market. The major portion of the 
inventories in the United States is costed on the last-in, 
first-out (LIFO) method. All other inventories are on the 
first-in, first-out (FIFO) method.

Note 4: Inventories —
1973 1972

Raw M a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $28,675,000 $23,085,000
W o rk -In -P ro ce ss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,366,000 15,713,000
Finished G o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  33,603,000 32,906,000

$80,644,000 $71,704,000
Inventories costed on the last-in, first-out (LIFO) 

method in 1973 amounted to $33,915,000 ($33,155,000 
in 1972): the remainder in both years was costed on the 
first-in, first-out (FIFO) method.

If the FIFO method had been used in costing those 
inventories which were actually costed on the LIFO 
method:

(a) The reported net income for 1973 and 1972 would 
have been higher by $819,000 ($0.10 per share) and 
$132,000 ($0.02 per share), respectively.

(b) Year-end inventories would have been higher by 
$5,510,000 in 1973 and $3,936,000 in 1972.

(c) Income retained for use in the business at Decem
ber 31 would have been $2,678,000 higher in 1973 and 
$1,859,000 higher in 1972.

(d) Additional Federal income taxes of approximately 
$2,832,000 would have been incurred from the date of 
adoption in 1950, to 1973.

Inventories are summarized at left. The $24.9 million 
increase in inventories reflects the years increased 
business activity as well as generally inflated cost levels.

Inventories are valued at cost or market, whichever 
is lower. Cost is generally determined on a first-in, first- 
out (FIFO) basis except for furniture inventories valued

NORTON SIMON INC (JUN)

1973 1972
CURRENT ASSETS
In ve n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $243,402,000 $257,418,000

Notes to Financial Statements

Summary of Significant Accounting Policies (in part)- 
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, 
cosmetics and fragrances, supplies, etc. are determined 
by the first-in, first-out method. Remaining inventory 
costs, relating to inventories of vegetable oils and their 
by-products and packaged foods, are determined by the 
last-in, first-out method.
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I n v e n t o r i e s  -  I n v e n t o r y  c o s t s  a g g r e g a t i n g  
$216,533,000 and $200,008,000 at June 30, 1973 and 
1972, respectively, were determined by the first-in, first- 
out method. Remaining inventory costs were deter
mined by the last-in, first-out method. The major cate
gories of inventories are as follows:

1973 1972
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $142,848,000 $139,376,000
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,752,000 53,118,000
Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . .  72,802,000 64,924,000
Total................................................................. $243,402,000 $257,418,000

A v erag e  Cost

ALLIED MILLS, INC. (MAR)
1973 1972

CURRENT ASSETS;
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,862,000 $4,244,000
Receivables, less allowance fo r doubtfu l 

accounts of $1,657,000 in 1973 and
$1,340,000 in 197 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  38,820,000 30,515,000

Refundable incom e ta x e s . . . . . . . . . . . . . . . . . . . . .  1,000,000
In v e n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   70,824,000 43,583,000
Prepaid expenses and deferred incom e 

ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,234,000 877,000
Total current assets .................................... $112,740,000 $80,219,000

Statement of Accounting Policies
Inventories- The carrying values of the components 

of inventory are determined as follows: raw materials, 
soybean products and supplies-principally at the lower 
of average cost or market; finished animal feeds-a t the 
market price of ingredients plus manufacturing costs; 
pou ltry-a t accumulated cost, not in excess of market.

Financial Review
Inventories- Components of inventory at March 31, 

1973 and June 30, 1972 were:
1973 1972

Soybeans and soybean p ro d u c ts . . . . . . . . . . . .  $33,423,000 $11,502,000
Grains and o ther in g re d ie n ts . . . . . . . . . . . . . . . . . . .  10,518,000 6,056,000
Poultry p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,746,000 9,751,000
Feed p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,327,000 4,520,000
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,810,000 11,754,000

$70,824,000 $43,583,000
The accompanying consolidated financial statements 

at March 31, 1973 do not include unrealized apprecia
tion (based on quoted market prices) at that date rela
tive to inventories and net future purchase and sales 
commitments for commodities. The amount of such ap
preciation which will actually be realized will depend on 
commodity price changes during the period when the 
inventories and commitments are liquidated. In recent 
mon ths,  due to unusual  market  cond itions, price 
changes for commodities have been frequent and of 
substantial amounts.

CROWN ZELLERBACH (DEC)
1973 1972

CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,238,000 $5,677,000
Short-term  investments, at cost (approxi

mates m a rk e t) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  149,099,000 65,362,000,
A ccounts receivable, net o f allowances for 

losses ($4,377,000 in 1973; $3,594,000 in
1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  130,881,000 132,149,000

In ve n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  206,529,000 176,555,000
Prepaid e xp e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,061,000 14,757,000
Total current assets .................................... $503,808,000 $394,500,000

Notes to Financial Statements
Summary of Significant Accounting Policies (in part): 

Inventories- Inventories are valued at the lower of cost 
or market. Cost has been determined by the moving av
erage method for all items except purchased finished 
products determined by the first-in, first-out method.

Inventories- Inventories are as follows:
December 31, 1973 1972
Finished p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $115,578,000 $104,669,000
In p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,318,000 14.705,000
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  59,252,000 42,333,000
S u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,381,000 14,848,000

$206,529,000 $176,555,000

KEYSTONE CONSOLIDATED INDUSTRIES, INC. (JUN)

($ thousands)

CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  S 4,013
Notes and accounts receivable, net of a llo w a n ce s .... 30,430
Inventories, at the low er o f principa lly  average cost 

or market:
Raw m ateria ls. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,006
Sem ifinished p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19,336
Finished p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21,632
S u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,554

65,528

Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,035
Total current assets.......................................................  $102,006

Last-In  F irst-O ut

DEL MONTE CORPORATION (MAY)
1973 1972

($ thousands)
CURRENT ASSETS:
In ve n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $188,242 $227,470

Notes to Consolidated Financial Statements
Summary of Accounting Policies (in part): Inven

to ries- Inventory values are recorded at cost or market, 
whichever is lower. The last-in, first-out (LIFO) method 
is used to determine the value of domestic canned 
foods, dried fruit, and tinplate inventories. Under this
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method it is assumed that the most recent additions to 
inventory are sold first. In times of rising production 
costs and when current packs approximate current 
sales, this method of inventory valuation normally pres
ents a conservative statement of earnings in that the 
“ last-in”  item is frequently more expensive, and there
fore generates a lower profit, than like items inventoried 
in earlier periods. The first-in, first-out (FIFO) method of 
determining cost is used for all other inventories of mer
chandise and materials and supplies.

Inventories- As summarized below, year-end inven
tories were reduced substantially in 1973. Most of the 
reductions occurred in LIFO inventories which had been 
valued at costs lower than replacement or “ current” 
costs. (See description of LIFO inventories in “ Summary 
of Accounting Policies.” ) Because of the inventory re
ductions, cost of products sold and earnings were favo
rably affected by sales of merchandise packed in prior 
years to the extent of the difference between the UFO 
carrying value and current production costs. However, 
this favorable effect was offset for the most part by hig
her unit costs of our smaller pack in fiscal 1973, com
pared to normally larger packs. Consequently, cost of 
products sold and earnings in 1973 were not signifi
cantly different from what they would have been had all 
merchandise sold been charged to earnings at current 
costs.

1973 1972
Merchandise
Valued at L IF O . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 47,484,000 $ 77,015,000
Valued at F IF O . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  61,922,000 67,859,000

109,406,000 144,874,000
Materials and supplies
Valued at L IF O . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,492,000 22,545,000
Valued at F IF O . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60,344,000 60,051,000

78,836,000 82,596,000
$188,242,000 $227,470,000

If LIFO inventories had been valued at current costs, 
they would have been greater by $29,503,000 for 1973 
and $32,302,000 for 1972.

ALUMINUM COMPANY OF AMERICA (DEC)

1973 1972
($ thousands)

CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $67,014 $ 46,975
Short-term  investments, at cost approxi

m ating m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,149 - - - - - - -
Receivables from  customers, less a llow an

ces':
1973, $2,714; 1972, $2,226. . . . . . . . . . . . . . . . . .  350,665 284,770

Other re ce iva b le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,410 35,803
Inventories ( A ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  452,170 432,811
Prepaid insurance and ta x e s . . . . . . . . . . . . . . . .  3,887 4,065
Total current assets .................................... $905,295 $804,424

Summary of Significant Accounting Polices 
Inventory Valuation—  Inventories are carried at the

lower of cost or market, with cost for substantially all in
ventories determined under the last-in, first-out (LIFO) 
method.

Notes to Financial Statements
Note A: Inventories- The classification of the inven

tories follows ($ thousands):
Dec. 31 Dec. 31

1973 1972
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $119,365 $115,584
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 219,184 218,916
Bauxite and a lu m in a . . . . . . . . . . . . . . . . . . . . . . . . . . 42,801 44,052
Purchased raw m a te r ia ls . . . . . . . . . . . . . . . . . . . . . 42,846 31,936
Operating s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,974 22,323

$452,170 $432,811
If the average cost method utilizing current standard 

production costs had been used for inventory valuation 
instead of the LIFO method, inventories would have 
been $169,802 and $140,148 higher at December 31, 
1973 and 1972, respectively. With substantially all inven
tories determined under the LIFO method, there are no 
significant “ inventory profits”  included in net income.

ARMCO STEEL CORPORATION (DEC)

($ thousands)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1 1 ,1 6 7
Marketable securities (at cost, approxim ates market) 105,614
Accounts and notes receivable
Trade (less allowance fo r doub tfu l accounts o f $4,567

fo r 1973 and $3,864 fo r 1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . .  300,207
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21,317
Inventories (Page 22)
Finished and sem i-fin ished p ro d u c ts . . . . . . . . . . . . . . . . . . . .  251,043
Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  163,717
Total Current Assets......................................................  $853,065

Financial Summary

Summary of Significant Accounting Policies (in part): 
Inventories- Inventories of domestic operations are 
valued at the lower of cost (principally on the last-in, 
first-out basis) or market. Effective January 1, 1973, pur
suant to permission granted by the Internal Revenue 
Service on December 26, 1973, Armco changed to a 
“ single-pool” method of determining the costs of its 
Steel Group inventories on a last-in, first-out (“ LIFO” ) 
basis. In 1972 and prior years the LIFO cost of inven
tories was determined using separate pools for five dif
ferent inventory cost elements. The change was made in 
order to better recognize the inflationary impact on in
ventory, to facilitate the automation of the LIFO invento
ry calculation, and to obtain timely forecasts of this sig
nificant cost element. The effect of this change in meth
od of computation had no material effect on 1973 net 
income. The cumulative effect on income retained in the 
business at January 1, 1973 and disclosure of proforma 
amounts for prior years have been omitted because they 
are not determinable.
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Under LIFO, inventories are valued at approximately 
$123,000,000 and $89,000,000 below average costs for 
1973 and 1972, respectively.

Inventories of foreign subsidiaries are valued at the 
lower of average cost or market.

HERFF JONES CO.- (JUN)
1973 1972

CURRENT ASSETS:
Cash, includ ing  certificates of deposit of

$1,500,000 and $2,200,000 . . . . . . . . . . . . . . . . .  $ 2,601,393 $ 3,756,370
Accounts and notes receivable, less a llow 

ances of $114,000 and $57,000 fo r  doubtfu l
a c c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,516,255 4,794,632

In ve n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,768,633 6,401,711
Prepaid e xp e n se s. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  662,017 540,826
Total current assets .................................... $17,548,298 $15,493,539

Notes to Consolidated Financial Statements
Note 3: Inventories- The inventories at June 30 are 

as follows:
1973 1972

Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . .  $3,568,293 $2,979,289
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,059,386 2,398,519
Finished p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  275,468 195,372
Gold content of s a m p le s . . . . . . . . . . . . . . . . . . . . . .  865,486 828,531

$7,768,633 $6,401,711
Inventories are stated at the lower of cost or market. 

All inventories except gold are determined under the 
first-in, first-out (FIFO) method.

Gold inventories are determined under the last-in, 
first-out (LIFO) method with the 1972 change in such 
method described in the following paragraph. These in
ventories and their approximate replacement cost at 
June 30 are as follows:

LIFO
Cost

Replace
ment
Cost

$7,766,000
$4,317,000

1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,441,183
1 9 7 2  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,622,486

Effective in 1972 the Company elected to change from 
the FIFO to the LIFO method of accounting for gold in
ventories in reporting taxable income for federal income 
tax purposes. In order to make this election the Compa
ny must comply with Internal Revenue Service regula
tions which require inventories on the LIFO method to 
be the same for financial statements and federal income 
tax purposes. Accordingly, while the Company has pre
viously accounted for its gold inventories for financial 
statement purposes by the LIFO method and will con
tinue to do so, it was necessary to adjust such gold in
ventories at July 1, 1971 to the federal income tax basis. 
This adjustment was $130,955, net of related federal in
come taxes of $131,000 and has been included as a sep
arate item in 1972 net income. This change does not 
have a material effect on the comparability of the results 
of operations for the years 1968 to date.

Gold inventories at June 30, 1973 were lower than the 
level prevailing at June 30, 1972. This liquidation of gold 
inventories, which are valued under the LIFO method, 
had the effect of increasing 1973 net income by approx
imately $150,000 under the assumption that the de
crease in gold would have been replaced at the price at 
which the Company last purchased gold in fiscal 1973. A 
similar liquidation of gold inventories at June 30, 1972 
resulted in an increase of approximately $100,000 in 
1972 net income.

HERSHEY FOODS CORPORATION (DEC)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $7,326,279
Accounts receivable (less allowances fo r d iscounts

and bad debts o f $842,262 and $772,886). . . . . . . . . . . .  27,325,712
Inventories: (Note 1)
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,944,118
Goods in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,922,231
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,587,701

62,454,050
Total current assets.......................................................  $97,106,041

Note 1 (in part): Summary of Significant Accounting
Policies

Inventories- A substantial portion of the company’s 
major raw materials, together with such materials and 
certain wage costs included in finished goods and 
goods in process are stated at cost, under the LIFO 
( la s t- in , f ir s t-o u t)  m ethod. Such LIFO inventories 
amounted to approximately 38% in 1973 and 50% in 
1972 of total inventories. The remaining inventories are 
stated at lower of cost or market under the “ first-in, 
first-out’’ or “ average cost’’ method. The excess re
p l a c e m e n t  or  m a r k e t  value over  LIFO cost  was 

$39,100,000 at December 31, 1973 and $19,100,000 at 
December 31, 1972.

During 1973, the Company reduced inventory quan
tities, primarily cocoa beans. This reduction resulted in 
a liquidation of LIFO inventory quantities carried at 
lower costs prevailing in prior years as compared with 
the average unit cost of 1973 procurements, the effect 
of which reduced cost of sales by $4,500,000 and in
creased net income by approximately $2,140,000 or $.16 
per share.

THE MAY DEPARTMENT STORES COMPANY (JAN)
1974 1973

($ thousands)

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15,986 $ 18,559
Marketable s e c u r it ie s -a t cost w hich ap

proxim ates m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accounts and notes receivable (less allow 

ances fo r doubtfu l accounts, etc.; 1 9 7 4 -

11,000 20,000

$11,642; 1973-$10,489) . . . . . . . . . . . . . . . . . . . . 377,142 324,659
Merchandise in v e n to r ie s . . . . . . . . . . . . . . . . . . . . . . 186,826 195,519
Supplies and prepaid e xpenses. . . . . . . . . . . . . 13,113 13,082

Total Current Assets................................. $604,067 $571,819
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Summary of Significant Accounting Policies
In v e n to r ie s -  Merchandise inventories are deter

mined by use of the retail inventory method and are 
stated on the UFO (last-in, first-out) cost basis, which is 
lower than market.

Inventories at February 2, 1974, and February 3 ,  1973, 
are stated at $39,898,000 and $28,557,000, respectively, 
less than they would have been if the last-in, first-out 
principle had not been applied.

Inflation in the cost of goods sold reduced earnings 
before income taxes by $11,341,000 in 1973 as com
pared with $2,703,000 in 1972. These amounts were cal
culated from the increase in the appropriate Bureau of 
Labor Statistics Index used in determining the value of 
our year-end LIFO inventory.

S tand ard  Cost

Statement o f Accounting Policies
Inventories- Finished and in process inventories are 

valued at the lower of standard cost (which approxi
mates actual cost), or market. Raw materials, supplies 
and packing materials are valued at standard cost which 
approximates current purchase price.

Notes to Consolidated Financial Statements
Inventories- Inventories used in the determination of 

cost of sales were:

Dec. 30, Dec. 31, Jan. 2,
1973 1972 1972

($ thousands)

Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $70,250 $53,106 $47,891
W ork in p ro ce ss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  54,539 35,873 32,652
Raw materials and a c c e s s o rie s . . . . . . . . .  35,292 22,506 22,450
Supplies and packing m a te ria ls . . . . . . . .  16,953 9,746 8,551

$177,034 $121,231 $111,544

AKZONA INCORPORATED (DEC)

CURRENT ASSETS:
Inventories:

Finished goods. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
General s to re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

($ thousands)

$41,550
27,024
25,245
16,081

$109,900
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies

Inventories- Inventories are stated at the lower of 
standard cost (approximating average cost) or market. 
Market represents replacement cost with respect to raw 
materials and general stores and net realizable value 
with respect to work in process and finished goods.

CORNING GLASS WORKS (DEC)

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1973 1972
($ thousands)

$10,465 $ 13,755
Short term investments, at cost which ap

proxim ates market v a lu e . . . . . . . . . . . . . . . . . . . 40,233 52,983
Receivables, after provision fo r doubtfu l 

accounts and allowances -$ 6 ,247 /197 3 ; 
$5,030/1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 169,582 128,714

In ve n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 177,034 121,231
Prepaid expenses includ ing  deferred taxes 

on in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,262 10,272
Total current assets .................................... $413,577 $326,955

P. R. MALLORY & CO. INC. (DEC)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $7,742,423
Accounts receivable, after allowances of $1,144,659

and $565,983 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36,656,264
Inventories, at standard cost, w hich approxim ates ac

tual cost (first-in , firs t-out), or replacem ent market, 
whichever is lower (note 6):
Finished products and w ork in p ro ce ss . . . . . . . . . . . . . .  26,424,629
Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,421,363

46,845,992
Prepaid expenses and o ther cu rren t asse ts . . . . . . . . . . . .  2,645,465
Total current assets.......................................................  $93,890,144

Note 6 (in part): Taxes on Incom e- During 1973, the 
Internal Revenue Service issued new regulations on the 
valuation of inventories and the Company has elected to 
adopt these regulations effective January 1,1974. Ac
cordingly, the Company will change its inventory valua
tion methods to include the full absorption of variances 
and manufacturing overhead in the valuation of its in
ventories. The effect of this change on earnings is not 
presently determinable since the Company has not 
completed the compilation of the data necessary to de
termine the effect on inventories as of January 1, 1974.

In a prior year, the Service had asserted certain ad
justments relating to inventory valuation for the three 
years ended December 31, 1968. As a result of the is
suance of the new regulations and the Company’s elec
tion, the Service has stipulated that there would be no 
deficiency in or overpayment of taxes for such years. 
Also, no adjustments are to be made to the Company’s 
inventory valuation for the years prior to 1974 since the 
Company has elected to adopt the new regulations.
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PITNEY-BOWES, INC. (DEC)

1973 1972
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 10,798,000 $ 7,076,000
Marketable securities, at cost (approxi

mates m a rk e t) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,466,000 25,390,000
A ccounts receivable, less allowance: 1973,

$3,950,000; 1972, $4,815,000. . . . . . . . . . . . . . .  82,894,000 83,731,000
In ve n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  83,232,000 78,063,000
Estimated tax recoverable on discontinued

o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,462,000 - - - - - - -
O ther curren t assets and p re p a ym e n ts ...  7,560,000 5,014,000
Total current assets .................................... $220,412,000 $199,274,000

Notes to Consolidated Financial Statements 
Note 1 (in part): Statement o f accounting policies
Inventory Valuation- Inventories are valued at the 

lower of cost or market. Raw materials, work in process, 
and service parts and supplies are valued at standard 
costs, which approximate actual costs on a first-in, first- 
out basis. Finished equipment is valued at standard
costs, which approximate actual costs. Standard costs 
are reviewed and adjusted annually.

Note 3: Inventories
1973 1972

Raw materials and w ork in p ro c e s s ........  $40,766,000 $38,117,000
Supplies and service p a r ts . . . . . . . . . . . . . . . . . . .  15,532,000 13,995,000
Finished p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,934,000 25,951,000
Total inventories...........................................  $83,232,000 $78,063,000

WARNACO INC. (DEC)
1973 1972

CURRENT ASSETS:
Inventories, at the lower o f cost or market $72,571,000 $62,425,000 

Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Accounting Policies: In

ventories—  Generally, inventories are stated at standard 
costs which approximate current actual costs. In 1973 
one division changed to this method from the last-in 
first-out method it previously followed. See Note 10 for 
the effect of this change which was made to conform 
with the inventory costing method used in other apparel 
divisions. In accordance with Accounting Principles
Board Opinion No. 20 the accompanying financial state
ments have been restated to apply the new method ret
roactively.

Note 10: Inventories- Inventories are comprised as 
follows:

1973 1972
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $36,804,000 $33,552,000
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,213,000 11,316,000
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22,554,000 17,557,000

$72,571,000 $62,425,000
The effect of the retroactive change in 1973 from the

LIFO to the standard cost method of accounting for in
ventory of one division is:

1973 1972
At the end o f the year:

In ven to ry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,229,000 $1,081,000
Deferred incom e ta x e s .. . . . . . . . . . . . . . . . . . . . .  542,000 569,000
Retained in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  582,000 512,000

For the year:
Net incom e. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  70,000 58,000
Earnings per com m on share:
Assuming no d ilu t io n . . . . . . . . . . . . . . . . . . . . . . . .  $.02 $.01
Assuming fu ll d ilu t io n . . . . . . . . . . . . . . . . . . . . . . .  $.02 $.01

WINNEBAGO INDUSTRIES, INC. (FEB)
1972 1973

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4,079,308 $ 6,038,783
Marketable securities, at cost (approxi

mates m arket) (Schedule I ) . . . . . . . . . . . . . . . .  16,585,456 - - - - - -
Trade receivables, less allowance fo r 

doub tfu l accounts 1972 $150,000; 1973
$200,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,931,907 16,892,584

Inventories (Note 2 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,998,994 42,765,197
Prepaid and deferred e xp e n se s . . . . . . . . . . . . . .  468,770 1,469,248
Deferred incom e tax c h a rg e s . . . . . . . . . . . . . . .  265,000 2,104,800
Total current assets ....................................  $61,329,435 $69,270,612

Note 1 (in part): Significant Accounting Policies
Inventory P ric ing -  Inventories are valued at the 

lower of standard cost (which approximates actual cost 
on a first-in, first-out basis) or market.

Note 2: Composition of Inventories
Feb. 27 Feb. 26 Feb. 24 

1971 1972 1973
Finished g o o d s .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 6,482,703 $13,361,045 $22,525,706
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,520,305 2,081,917 4,007,132
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,812,284 11,556,032 16,232,359

$12,815,292 $26,998,994 $42,765,197

R eta il M ethod

J. C. PENNEY COMPANY, INC. (JAN)
CURRENT ASSETS
Merchandise in v e n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,137,973,715

Summary of Accounting Policies
Inventories- Merchandise inventories in stores are 

stated at the lower of cost or market, determined by the 
retail method. Other inventories in warehouses or with 
manufacturers are stated at the lower of cost (first-in, 
first-out) or replacement market.
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GOLDBLATT BROS., INC. (JAN)
CURRENT ASSETS:
Merchandise Inventories (Note 8)......................... $43,255,006

Summary of Significant Accounting Policies
Merchandise Inventories- Retail store inventories 

are valued by use of the retail inventory method which 
involves pricing of individual items at current selling 
prices and the reduction of the amounts so determined 
to the lower of cost or market by the application of de
partmental markup ratios. A portion (70% at January 26, 
1974 and 72% at January 27, 1973) of inventories have 
been reduced from the lower of cost or market on a 
FIFO (first in, first out) basis to convert to a LIFO (last in, 
first out) cost basis for financial reporting purposes. All 
other inventories are stated at the lower of FIFO (first in, 
first out) cost or market.

Notes to Consolidated Financial Statements
Note 8: The merchandise inventories have been re

duced from the lower of cost or market on a FIFO (first 
in, first out) basis by approximately $5,199,000 at Janu
ary 26, 1974, $3,657,000 at January 27, 1973, and 
$3,247,000 at January 29, 1972, to convert to a LIFO cost 
basis.

SAFEWAY STORES, INCORPORATED (DEC)
CURRENT ASSETS
Merchandise inventories.....................................  $591,543,250

Summary of Accounting Policies
Inventories- As in prior years, year-end inventories 

in warehouse, raw materials and supplies have been val
ued by the lower of cost (first-in, first-out) or replace
ment market method; and substantially all store inven
tories by the retail inventory method. These inventories 
represent approximately 54% and 46% respectively, of 
1973 year-end inventories.

S pecific  or id en tified  Cost

Note 1 (in part): Inventories- Inventories are stated 
at the lower of cost or market. Cost prices primarily are 
determined on the specific lot basis; however, a sub
stantial portion of precious metals inventories of the En
gelhard Industries Division is carried at cost prices de
termined under the last-in, first-out (LIFO) method of 
valuation. At December 31, 1973 the market value of 
such precious metals inventories exceeded the carrying 
v a lu e  by a p p r o x i m a t e l y  $ 7 2 , 6 0 0 , 0 0 0  (1972 -  
$42,000,000). Taxes on income would become payable 
on any realization of this excess upon reduction of pre
cious metals inventories.

MONFORT OF COLORADO, INC. (AUG)
1973 1972

CURRENT ASSETS
Cash................................................. $ 4,833,300 $ 4,402,466
Accounts receivable, less allowance

(1973- $629,284; 1972- $640,214)..... 18,647,980 14,228,299
Inventories- Notes A and B.................  76,157,465 70,120,714
Advances on cattle and lamb purchases.. 1,028,990 1,391,048

Note A (in p a rt)-  Inventories are stated at the lower 
of cost or market except for dressed meat and by-prod
ucts which are stated principally at market less allowan
ces for distribution and selling expenses. Cost has been 
determined for live feeder cattle and feed by the last-in, 
first-out method, for live sheep and supplies by the first- 
in, first-out method, and for live range cattle by the prin
cipally identified cost method.

Note B: Inventories- Inventories stated in accord
ance with the methods described in the preceding note 
are as follows:

Sep. 1, Sep. 2 
1973 1972

Live feeder cattle................................ $56,401,472 $56,242,260
Live range cattle................................. 4,133,823 425,569
Live sheep.........................................  2,757,562 3,307,585
Feed................................................. 3,296,358 3,110,950
Dressed meat.....................................  7,890,429 5,772,596
By-products.......................................  879,337 514,830
Supplies............................................  798,484 746,924

$76,157,465 $70,120,714
Had all live feeder cattle and feed inventories been 

stated at principally identified cost, the amount of in
ventories would have been $39,908,316 greater at Sep
tember 1, 1973, $19,232,336 greater at September 2, 
1972, and $10,208,859 greater at August 31, 1971.

ENGELHARD MINERALS & CHEMICALS CORPORATION 
(DEC)

($ thousands)
CURRENT ASSETS:
Cash................................................................ $ 68,189
Marketable securities, at cost which approximates

market..........................................................  60,662
Receivables, less allowance for doubtful items.......  347,798
Advances on materials in transit and for future deliv

ery ...............................................................  29,062
Inventories (Note 1)............................................ 393,274
Prepaid expenses..............................................  2,894
Total current assets........................................................ $901,879

Production Cost

THE AMERICAN DISTILLING COMPANY (SEP)
CURRENT ASSETS:
Cash................................................................ $4,473,832
Accounts receivable-trade, less allowance of 

$600,000 for doubtful accounts (1972-$547,000) .. 28,169,925
Inventories, at lower of cost or market:

Bulk whiskies and spirits ..................................  23,832,374
Case goods-tax paid and in bond....................  2,177,802
Work in process, raw materials and supplies...... 2,874,504

Total current assets.............. ......................................... $61,528,437
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Notes to Consolidated Financial Statements

Note 1 (in part): Summary of Significant Accounting 
Policies: Inventories- Bulk whiskies and spirits pro
duced by the Company are stated at production cost 
plus storage and those purchased from others are stat
ed at cost plus storage. Bulk whiskies and spirits are 
stored under government bond with cost thereof deter
mined by specific identification and, following generally 
recognized industry practices, are included in current 
assets regardless of the duration of the aging process.

Case goods produced by the Company and those 
purchased from others are stated at lower of cost on the 
first-in, first-out basis or market.

Work in process is stated at production cost, and raw 
materials and supplies are stated at the lower of average 
cost or market.

Federal taxes on whiskies and spirits in bond consti
tute a lien on these goods that is not payable until the 
goods are bottled and sold; therefore, no liability for 
such lien is recorded until withdrawal from bond. Such 
of these taxes as are applicable to goods sold are treat
ed as reductions of sales.

latest production or purchase cost) or market, consisted 
of:

Dec. 31, Dec. 31, 
1973 1972

($ thousands)

Finished products.......................... $42,937 $47,754
Work in process............................ 18,572 17,376
Pulp, logs and pulpwood................ 20,377 19,184
Other materials and supplies........... 39,597 31,474

$121,483 $115,788

C u rren t Cost

NORTH AMERICAN PHILIPS CORPORATION (DEC) 
CURRENT ASSETS
Inventories, at the lower of cost or market

Finished product........................................................... $96,603,286
Work in process, materials, parts and supplies.... 62,484,263

$159,087,549
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Polices: Inventories—  Inventories are stated at the lower 
of cost or market. Costs used are the most recent costs 
as to material and labor, burden being stated at stan
dard or actual cost. Market prices represent quotations 
current at the inventory date. Adequate provisions for 
slow-moving and obsolete inventories are made.

SCOTT PAPER COMPANY (DEC)
1973 1972
($ thousands)

......................  $121,483 $115,788

Financial Review
Inventories- Inventories, at lower of cost (principally

CURRENT ASSETS 
Inventories...........

A ccum ulated  Cost

THE STANDARD REGISTER COMPANY (DEC)
1973 1972

CURRENT ASSETS
Inventories, at lower of cost or market 

(Note 2)..........................................  $18,923,963 $13,652,543
Note 2: Inventories- Inventories are stated at the 

lower of cost or market value. Cost of materials and 
supplies is determined on a first-in, first-out basis. Jobs 
in process are valued at actual costs accumulated by 
production orders. Stock forms, mechanical finished 
products and parts are valued at standard costs which 
approximate actual costs. Market is considered as re
placement value or estimated realizable value, whichev
er is lower.

Inventories were divided between printed and me
chanical products at the respective year ends as fol
lows;

Dec. 30, Dec. 31, 
1973 1972

Printed:
Finished products...............................  $5,850,369 $4,497,471
Jobs in process..................................  3,335,282 2,747,474
Materials and supplies.........................  6,255,825 3,817,502
Total............ .................................................... 15,441,476 11,062,447
Mechanical:
Finished products...............................  791,520 460,317
Jobs in process and parts....................  2,486,609 2,034,676
Materials and supplies.........................  204,358 95,103
Total................................................................  3,482,487 2,590,096
Total inventories...........................................  $18,923,963 $13,682,543
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D E T E R M IN A T IO N  O F “ M A R K E T”
Table 2-14 shows that 144 companies defined market 

when discussing inventory valuation. Examples of terms 
used to describe or amplify market follow.

M arke t B ased  O n R e p la cem en t C oncept

EASTMET CORPORATION (JUN)

($ thousands)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1 ,9 0 0
Receivables, less allowance fo r doubtfu l accounts of

$285 and $286 re s p e c tiv e ly . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,586
Inventories, at lower o f cost (First-in, firs t-ou t) or

market Finished products.......................................  13,134
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,318
Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,990

29,442
Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  264

Total current assets.......................................................  $48,192
Notes to Consolidated Financial Statements
Note 2 (in part): Inventory- Inventories are stated at 

the lower of cost (first-in, first-out method) or market. 
Market is defined as the current replacement cost.

REEVES BROTHERS, INC. (JUN)
CURRENT ASSETS:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4,972,329
Due from  fa c to r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,276,931
Accounts receivable, less allowances of $166,000 and

$154,495 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,787,800
Inventories:

Raw m ateria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,537,523
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,466,878
M anufactured g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,601,240

29,605,641
Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,875,317
Total Current Assets......................................................  $73,518,018

Notes to Financial Statements
Note A (in part): A Summary of Significant Accounting 

Policies follows: Inventories- Inventories are stated at 
the lower of cost or market. The cost of raw materials is 
determined principally on the first-in, first-out basis, and 
the cost of work in process and manufactured goods is 
based substantially on normal average manufacturing 
cost. Market is determined on the basis of replacement 
costs or selling prices.

TA B LE 2 -14: IN V E N T O R Y  “ M A R K E T ”
Description of Market 1973 1972 1971 1970
Realizable value. . . . . . . . . . . . . . . . . .  110 96 47 41
Replacement va lue. . . . . . . . . . . . . . .  73 68 37 35
Hedging procedure. . . . . . . . . . . . . . .  7 6 5 5
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  -  1 -  2
Total References....................  190 171 89 83
Number of Companies
Defining m arket. . . . . . . . . . . . . . . . . .  144 128 75 62
Referring to but not defining

market. . . . . . . . . . . . . . . . . . . . . . . . . . .  437 457 508 498
No reference to market in inven

tory pricing da ta . . . . . . . . . . . . . . .  19 15 17 40
Total.....................................  600 600 600 600

INTERNATIONAL HARVESTER COMPANY (OCT)
1973 1972

($ m illions)

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 71,019 $ 94,316
Marketable securities, at lower o f cost or

m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,733 20,687
Notes and accounts receivable, less a llow 

ances . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  542,767 489,455
Inventories (Page 1 0 ). . . . . . . . . . . . . . . . . . . . . . . . . .  1,279,954 1,122,218
Total current assets .................................... $1,895,473 $1,726,676

Summary of Accounting Policies
Inventory Valuation —  Inventories are valued generally 

at the lower of cost or market. Cost is determined sub
stantially on a first-in, first-out basis, and market is con
sidered as replacement value. Such replacement value 
with respect to labor and overhead is the cost consid
ered attainable under normal operating conditions.

Financial Review (Page 10)
Inventories- Inventories increased $158 million dur

ing 1973..Inventories by major classifications and by ge
ographical area are as follows:

1973 1972
($ thousands)

Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .... $ 548,281 $ 552,256
Raw materials and s u p p lie s . . . . . . . . . . . . . . . 434,888 313,199
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 247,562 214,756
Sub-total..................................................... 1,230,731 1,080,211
IH equipm ent on short-term  r e n ta l..... 49,223 42,007
Total............................................................ .... $1,279,954 $1,122,218
United S ta te s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .... $ 957,790 $ 856,129
C a n a d a . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85,446 66,975
Europe and A fr ic a . . . . . . . . . . . . . . . . . . . . . . . . . . . . 148,481 124,106
Latin A m e r ic a . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,095 14,386
Pacific area .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,142 60,622

Total................................................................. $1,279,954 $1,122,218
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M arke t B ased  on R ea liza tio n  C oncept

FEDDERS CORPORATION (AUG)

CURRENT ASSETS:
Inventories:
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $47,836,000
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,173,000
Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  41,032,000

$98,041,000
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies: Inventories—  Inventories are stated at the 
lower of first-in, first-out cost or market. Market is re
placement cost for raw materials and supplies and esti
mated realizable value for finished goods and work in 
process, after allowing for costs of completion and sell
ing expenses.

GENERAL MOTORS CORPORATION (DEC)
CURRENT ASSETS
In v e n to r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,176,896,457

Notes to Financial Statements
Note 1 (in part): Significant Accounting Policies: In

ventories- Inventories are stated at the lower of cost or 
market. Cost is determined substantially by the first-in, 
first-out or the average cost method. Market value is 
current sales price less distribution cost for finished 
product and replacement cost for other inventories. 
Physical inventories are taken at all locations.

POTLATCH CORPORATION (DEC)

Summary of Principal Accounting Policies
Inventories- Inventories are stated at the lower of 

cost or market. The last-in, first-out method is used to 
determine the cost of logs, pulpwood, and certain lum
ber and plywood. Either the first-in, first-out or the aver
age cost method is used to determine the cost of all 
other inventories. Generally, with respect to logs, mate
rials, and supplies, “ market” means replacement cost; 
and, with respect to all other items, “ market” means es
timated selling price less cost of marketing. These cost 
methods have been consistently applied.

Notes to Financial Statements
Note 2: Inventories- Inventory components are val

ued at the balance sheet dates as follows:
1973 1972

Logs, p u lpwood, and c h ip s . . . . . . . . . . . . . . . . . . . $ 4,758,356 $ 6,921,650
Lum ber and other m anufactured wood

p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,689,321 11,781,681
Pulp, paper, and converted paper products 26,399,648 23,082,214
Materials and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . 12,636,865 10,919,658

$52,484,190 $52,705,203
Valued at lower of cost or market:
First-in, firs t-o u t b a s is . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,156,628 $ 6,187,414
Last-in, firs t-o u t b a s is . . . . . . . . . . . . . . . . . . . . . . . . . . 10,526,235 13,553,343
Average c o s t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32,801,327 32,964,446

$52,484,190 $52,705,203

THE L. S. STARRETT COMPANY (JUN)
Notes to Financial Statements
Inventories- Inventories are valued on the lower of 

cost or market (net realizable value) basis, cost in gen
eral being average cost, except that the principal mate
rials used in the U.S. manufacture of flat stock and saws 
are valued on the last-in, first-out method. Inventories at 
June 30 consisted of:

1973 1972
Finished G o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4,499,421 $ 4,500,558
Goods in Process and Finished P a r ts . . . . .  7,408,569 6.948,677
Raw Materials and S u p p lie s . . . . . . . . . . . . . . . . . .  2,747,785 2,616,568

$14,655,775 $14,065,803

Hedging P rocedure

INTERNATIONAL MULTIFOODS CORPORATION (FEB)

CURRENT ASSETS:
Inventories:
G ra in . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $32,213,668
Other raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,656,400
Finished and in process g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,596,046
Packages and s u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,959,515
Total inventories.............................................................  $78,425,629

Statement of Accounting Policies
Inventory Valuation- U.S. inventories of grain (ex

cluding durum), flour and millfeeds are valued on the 
basis of replacement market prices of grain and feed 
prevailing at fiscal year-ends. Such inventories are fur
ther adjusted by the amount of gain or loss on open 
grain and flour contracts, which has the effect of adjust
ing the inventory values to cost for that portion of the 
inventory related to open grain and flour contracts. All 
other significant inventories, including Canadian inven
tories of grain, flour and millfeeds, are stated at the 
lower of cost (first-in, first-out) or replacement market.

Canadian inventories of grain, flour and millfeeds, 
and U.S. inventories of durum were previously valued on 
the same basis as similar U.S. inventories. The change 
in valuation method results in no material effect for 
1973, and is not expected to result in any future material 
effect.

MESA PETROLEUM CO. (DEC)
CURRENT ASSETS:
Inventories (Note 1)
Feed, grain, and c a t t le . . . . . . . . . . . . . . . . . . . . . .
O ther . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $46,488,927

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,841,675
Note 1 (in part): Inventories and Cattle and Grain Fu

tu res- Cattle inventories are stated at the lower of ac
tual cost (excluding interest) or market. At December 31, 
1973, the Company owned 125,000 head of cattle, of 
which 66,000 head were in the Company’s feedlots and
59,000 head were on pasture for future delivery to the 
Company’s feedlots. In addition, as of December 31, 
1973, the Company had entered into feeding arrange
ments, as described in Note 6, with feedlot customers 
relating to 48,000 head of cattle whereby the Company
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guarantees these customers against losses in excess of 
certain amounts. Based on the applicable cattle market 
prices on February 27, 1974 and sales of cattle through 
that date, the Company provided for estimated losses of 
$4,500,000 on its cattle inventory and guaranty feeding 
arrangements existing as of December 31, 1973 by re
ducing its inventory carrying values and charging cost 
of cattle sales.

In order to substantially eliminate fluctuations in the 
sales price of fat cattle for its own account, the Compa
ny at times partially or wholly hedges its inventory of 
cattle by selling cattle futures contracts on the com
modity exchange. The cattle futures contracts are re
purchased at approximately the same time the cattle are 
sold. The Company sometimes purchases cattle futures 
contracts on the commodity exchange when the costs 
of such cattle contracts are less than the estimated cost 
to acquire and feed cattle. In addition, the Company at 
various times purchases grain futures contracts as a 
hedge against increases in the cost of grain fed to its 
cattle. As a result of the foregoing transactions, net op
erating income from feed, grain and cattle operations 
was decreased by $599,000 in 1972 and increased by 
$6,688,000 in 1973. On December 31, 1973, the Compa
ny owned futures contracts for the purchase of approxi
mately 6,800 head of cattle at 45 cents per pound, and 
had 14,000 head of its cattle in the feedlots hedged at an 
average sales price of 49 cents per pound.

Other inventories are stated at average cost which is 
not in excess of market.

VALMAC INDUSTRIES, INC. (MAR)
1973 1972

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,813,032 $2,498,812
Trade re ce iva b le s -N o te  B . . . . . . . . . . . . . . . . . . .  19,701,915 15,988,833
Less a llo w a n c e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  592,830 484,723

19,109,085 15,504,110
In ve n to rie s -N o te s  B and C .. . . . . . . . . . . . .   31,730,982 25,044,581
Prepaid e xp e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  598,169 540,939
Total current assets ....................................  $55,251,268 $43,588,442

Note B: Long Term D e b t-  Property, plant, and equip
ment with a net carrying amount of $4,098,951, trade re
ceivables of $7,087,057, and inventories of $223,311,561 
are pledged, assigned, or mortgaged as collateral to 
current and long-term debt.

Note C: Inventories-
1973 1972

Cotton:
Replacem ent market or net realizable val

ues, whichever is lo w e r . . . . . . . . . . . . . . . . . . . . .  $13,605,283 $13,480,876
Average cost o r market, whichever is low er 5,081,618 3,491,014
C o ffe e -a t the lower o f average cost or

m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,764,498 508,605
Food products, feed, and s u p p lie s -a t the 

lower of cost (first-in , firs t-o u t method) or
m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,106,187 6,736,909

C ondom inium  developm ent in p rogress-
at cost, inc lud ing interest and ta x e s ...  1,946,023 365,463

O th e r -a t c o s t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,245,373 461,714
$31,730,982 $25,044,581

Inventories of cotton include the adjustment of open 
hedged purchase commitments, unfilled sales con
tracts, and futures contracts to market. Results of hedg
ing operations in the Food Division are recognized in 
the period being protected. Net losses are recognized 
during the current period.

IN V E N TO R Y  V A LU A TIO N  A C C O U N TS

Table 2 - 1 5  summarizes the nature of inventory valu
ation accounts disclosed by the survey companies. 
Chapter 6 of ARB No. 43 and APB Opinion No. 12 dis
cuss the subject of valuation accounts.

TABLE 2-15: IN V E N T O R Y  V A LU A TIO N  
A C C O U N TS

Purpose 1973 1972 1971 1970
Reduction to lifo cost. . . . . . . . . . .  8 10 8 6
Obsolescence. . . . . . . . . . . . . . . . . . . . .  6 4 2 2
Possible future price declines or

losses. . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 3 2 5
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 4 5 7
Subtotal.................................  21 21 17 20
No reference to inventory valua

tion accounts. . . . . . . . . . . . . . . . . . .  579 579 583 580
Total Companies....................  600 600 600 600

LIFO R ep la cem en t

ARCHER DANIELS MIDLAND COMPANY (JUN)

1973 1972
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,469,824 $6,815,610
Marketable securities at cost less a llow 

ance of $136,000-a p p ro x im a te ly  market 26,701,276 15,032,986
R ece ivab les-N o te  3 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  77,400,181 47,932,481
In v e n to rie s -N o te  4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  144,970,654 97,619,082
Prepaid e xp e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,612,665 4,306,155
Total current assets .................................... $260,154,600 $171,706,314

Notes to Consolidated Financial Statements
Note 1 (in part): Inventories- Inventories of wheat 

and other grains, flour and meal are valued on the basis 
of market prices at June 30, including appropriate ad
justments of open purchase and sale contracts. The 
Company generally follows a policy of hedging its trans
actions in these and certain other commodities to mini
mize risk due to market fluctuations.

Inventories of soybeans and other raw materials, sun
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dry products and supplies are valued at the lower of 
cost (generally the first-in, first-out method) or market 
prices.

Inventories of soybean oil, linseed oil, sperm oil, 
crude fish oil and certain grains of a subsidiary compa
ny are valued at cost (last-in, first-out method) which is 
not in excess of market prices.

Note 4: Inventories
1973 1972

At m arket;
Wheat and other grains, flo u r and m e a l... $78,952,679 $36,678,445
At lower of cost (generally the firs t-in , firs t- 

ou t method) o r market:
Soybeans and other raw m a te r ia ls . . . . . . . . .  28,404,450 39,731,171
Sundry p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,926,979 9,801,533
S u p p lie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,045,712 1,511,193

44,377,141 51,043,897
At cost (last-in, firs t-o u t method) w hich is 

not in excess of market:
Soybean oil, linseed oil, sperm oil, crude 

fish oil and certa in g r a in s . . . . . . . . . . . . . . . . .  21,640,834 9,896,740
Total................................................................. $144,970,654 $97,619,082

Inventories at UFO have a FIFO cost in excess of the 
inventory basis used in the financial statements of 
$9,708,000 at June 30, 1973 and $4,140,000 at June 30,
1972. In addition, provision has been made in the 
amount of $3,657,000 ($2,375,000 for 1972) for the antic
ipated cost in excess of LIFO basis of replacing quan
tities of certain LIFO inventories by December 31, 1973, 
the end of the reporting year for income tax purposes.

R eduction to  L IFO  Cost

HAUSERMAN, INC. (JUN)

CURRENT ASSETS
1973 1972

C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Trade accounts receivable, less allowance

$ 2,351,000 $ 1,863,000

of $211,000 in 1973 and $136,000 in 1972 10,258,000 9,219,000
Recoverable federal incom e ta x e s .... . . . . .
Inventories:
Finished goods, w ork-in-process and raw 

materials (net o f  LIFO  reserve o f  $3,199,000

19,000 905,000

in 1973 and $2,995,000 in 1 9 7 2 )- Note B 
Less estimated costs applicable to  b illings

8,202,000 6,502,000

on uncom pleted construction contracts 5,208,000 4,346,000
2,994,000 2,156,000

Prepaid e xpenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 315,000 266,000
Total Current Assets................................... $15,937,000 $14,409,000

Notes to Consolidated Financial Statements
Note A (in part): Accounting Policies: Inventories— 

Inventories are valued at the lower of cost or market. 
Cost at E. F. Hauserman (a subsidiary) is determined by 
the last-in, first-out cost method and at other companies 
cost is generally determined by the first-in, first-out cost 
method.

Note B: Inventories- The major components of in
ventory at June 30, 1973 and 1972, were as follows:

1973 1972
At firs t-in , firs t-o u t cost m ethod;
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,091,000 $ 2,369,000
W o rk -in -p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,288,000 6,201,000
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,022,000 927,000

11,401,000 9,497,000
Less am ount to reduce inventory at E. F.

Hauserman to  last-in, firs t-o u t cost m ethod 3,199,000 2,995,000
Totals..............................................................  $ 8,202,000 $ 6.502,000

The LIFO (last-in, first-out) value of inventory at E. F. 
Hauserman Company included above amounted to 
$5,410,000 and $3,526,000 at June 30 , 1973 and June 30, 
1972, respectively.

O b so lescence  A llow ance

ADDRESSOGRAPH MULTIGRAPH CORPORATION (JUL)
Financial Review and Summary of Accounting Poli

cies
Inventories- Inventory values are determined on the 

basis of lower of cost -  mainly first-in, first-out -  or 
market.

1973 1972
Raw materials and s u p p lie s . . . . . . . . . . . . . . . . . .  $ 11,732,000 $ 12,970,000
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,748,000 26,654,000
Finished parts, machines & s u p p lie s ......  118,803,000 83.128,000

160,283,000 122.752,000
Less allowance fo r slow -m oving, surplus 

and obsolete in v e n to ry . . . . . . . . . . . . . . . . . . . . . .  20,597,000 10,001,000
$139,686,000 $112,751,000

Inventor ie s  of $139,686,000 (after deducting the 
$20,597,000 allowance) are $26,935,000 greater than in
ventories at July 31, 1972. This increase is attributable 
principally to a buildup to accommodate higher sales 
volumes; to new products developed and obtained 
through businesses purchased; and to the translation of 
foreign inventories at new exchange rates reflecting the 
U.S. dollar devaluation.

Reference is made to Special Expenses for informa
tion on the $13,675,000 provision in 1973 fo r surplus 
and obsolete inventories.

Special Expenses- The expense item of $20,175,000 
for 1973 is comprised of (a) $13,675,000 for unusual 
write-offs of inventory resulting from the application of 
a more conservative policy for determining surplus and 
obsolete parts and components, together with the avail
ability of better information on inventories as a result of 
recent implementation of a computer-based inventory 
system which provides for the identification, measure
ment and control of obsolete and surplus parts and 
components, and (b) $6,500,000 for additional provision 
for doubtful and uncollectable accounts receivable re
sulting from a statistical analysis of the accounts.
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TA B LE 2-16: U N B IL L E D  CO STS
A. C. NIELSEN COMPANY (AUG)

Shown as separate balance sheet
1973 1972 1971 1970

caption........................... 28 26 29 24
Included in receivables.......... 9 10 10 11
Included in inventories.......... 7 8 9 15
Companies Presenting Unbilled

Costs in Balance Sheet....... 44 44 48 50

UNBILLED COSTS

Certa in  companies, particu larly  those furn ish ing  
goods and services to governments and others under 
long-term contracts, incur costs which will be chargea
ble to customers but which are frequently not in the 
form of tangible assets. Such assets, less related advan
ces on account or progress payments, are sometimes 
included with receivables or inventories, but more fre
quently are shown as a separate caption. Table 2-16 
shows the number of companies presenting unbilled 
costs. Examples of balance sheet presentations for un
billed costs are shown below.

EMERSON ELECTRIC CO. (SEP)
CURRENT ASSETS

Unbilled costs and estimated earnings under defense 
contracts, less progress billings of $3,626,000 (1972 -  
$3,491,000)....................................................

GENERAL SIGNAL CORPORATION (DEC) 
CURRENT ASSETS:
Contract work in process, at estimated billing amount

($ thousands)

$3,841

$3,166,000

HARRIS-INTERTYPE CORPORATION (JUN)
1973 1972

CURRENT ASSETS
Unbilled costs and accrued earnings on 

fixed price contracts based on percentage- 
of-completion accounting (less progress 
payments of $29,250,000 in 1973 and 
$19,600,000 in 1972).........................  $19,099,999 $13,911,884

1973 1972
($ thousands)

CURRENT ASSETS;
Cash and certificates of deposit............ $17,777 $16,660
Marketable securities, at cost (quoted mar

ket value, $9,014,000 in 1973 and
$16,974,000 in 1972).............  9,336 16,447

Accounts receivable (less allowance of 
$526,000 in 1973 and $507,000 in 1972 for
doubtful accounts)................ 33,091 26,034

Unbilled expenditures for clients (Note 1) 11,654 6,218
Prepaid expenses....................  3,954 2,429
Total current assets................ $75,812 $67,788

Note 1 (in part): Unbilled Expenditures for Clients-  
Payments on behalf of clients for coupons purchased in 
connection with Clearing House activities are billed
after the required coupon processing is completed.

TRW INC. (DEC)

CURRENT ASSETS
Reimbursable costs, fees and claims to be billed 

under contracts..............................................

PREPAID EXPENSES

($ thousands) 

$31,858

Of the 600 survey companies, 463 presented prepaid 
items in their 1973 balance sheets. Table 2-17 summa
rizes the nature of such items. Examples illustrating 
captions used to describe prepaid items follow.

ALLIED CHEMICAL CORPORATION (DEC) 
CURRENT ASSETS
Prepaid expenses and other current assets............

AMETEK, INC. (DEC)
CURRENT ASSETS;
Deposits and prepaid expenses

$11,654,000

$849,737

J. RAY McDe r m o t t  & co., in c . (m a r )
1973

CURRENT ASSETS:
Costs of uncompleted contracts (in excess 

of related billings, 1973, $12,663,012; 1972,
$14,329,568)....................................  $18,122,139

CURRENT LIABILITIES;
Billings on uncompleted contracts (in ex

cess of related costs, 1973, $65,185,746;
1972, $33,119,410)............................  $24,462,379

AMPEX CORPORATION (APR)

($ thousands)
1972 CURRENT ASSETS:

Cash................................................................ $ 10,951
Notes and accounts receivable, less allowances of

$10,134,000 and $12,270,000 .............................  67,613
$14,477,918 Inventories, at lower of average cost or net realizable

market value (Note 3)......................................  84,666
Prepaid royalties, less amortization....................... 4,463
Other prepaid expenses.....................................  5,942

$17,385,041 Total current assets..........................................  $173,635
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A L U M IN U M  C O M P A N Y  O F  A M E R IC A  (D E C )  

CURRENT ASSETS:
Prepaid insurance and ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . .

B E L L  &  H O W E L L  C O M P A N Y  (D E C )

CURRENT ASSETS: 
Prepaid expenses ... 
Prepaid ta x e s .. . . . . .

T H E  B U D D  C O M P A N Y  (D E C )

CURRENT ASSETS:
Prepaid insurance, taxes, p lant rearrangem ent ex

penses, e tc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

($ thousands) 

$3,887

($ thousands)

$4,140
$6,926

($ thousands) 

$7,770

CADENCE INDUSTRIES CORPORATION (DEC)

1973 1972
CURRENT ASSETS:
Prepaid expenses and other cu rren t assets 

(note 2 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $4,329,000 $3,236,000

Note 2: Prepaid Expenses- Prepaid expenses consist 
of:

1973 1972
M ailing and advertis ing c o s ts . . . . . . . . . . . . . . .  $ 2,348,000 $ 1,742,000
Film rental and production c o s ts . . . . . . . . . . .  493,000 302,000
Com m issions and o ther selling c o s ts . . . . . . .  369,000 346,000
Discount store c a ta lo g s . . . . . . . . . . . . . . . . . . . . . . .  370,000 318,000
In s u ra n c e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  255,000 120,000
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  494,000 408,000

$ 4,329,000 $3,236,000

B U R R O U G H S  C O R P O R A T IO N  (D E C )  
CURRENT ASSETS
Prepaid taxes and other e x p e n s e s . . . . . . . . . . . . . . . .

TA B LE 2-17: PR EPA ID  ITE M S
Nature

"Prepaid expenses". . . . . . . . . . . . .
"Prepaid expenses and other

current assets". . . . . . . . . . . . . . . . .
Prepaid expenses and taxes paid

in advance . . . . . . . . . . . . . . . . . . . . . .
Taxes paid in advance. . . . . . . . . . .
Unexpired insurance. . . . . . . . . . . . .
Supplies and prepaid expenses. 
Expenses applicable to future

periods. . . . . . . . . . . . . . . . . . . . . . . . . . .
Other captions indicating prepaid 

expenses . . . . . . . . . . . . . . . . . . . . . . . .
Total Captions..........................
Number of Companies
Presenting prepaid item s.......
Not presenting prepaid item s. . .
Total........................................

$29,971,787

1973 1972 1971 1970
296 294 288 305

60 55 54 52

31 28 24 17
20 21 25 33
11 12 18 14
14 13 15 16

7 7 8 6

57 60 56 56
496 490 488 499

463 463 460 454
137 137 140 146
600 600 600 600

D E L  M O N T E  C O R P O R A T IO N  (M A Y )  
CURRENT ASSETS:
Costs a llocable to  fu ture o p e ra tio n s ... . . . . . . . . .. . . . . . . . . . . . . .  $9,989,000

Notes to Consolidated Financial Statements
Summary of Accounting Policies (in part): Costs Re

lated to Future Operations- The Corporation’s canning 
operations are dependent to some extent on raw prod
ucts grown on Del Monte farms, ranches, and planta
tions. It is the Corporation’s policy to defer expenditures 
on growing crops and to write them off at harvest, or, in 
the case of perennial crops, over the plantings’ produc
tive life.

Prepayments of insurance, rents, taxes, and other ex
penses clearly related to future periods are considered 
costs  a l lo cab le  to fu tu re  ope ra t io ns ,  and are not 
charged against current earnings. Research and adver
tising costs are recognized as expenses in the year in
curred.

S Q U A R E  D  C O M P A N Y  (D E C )
CURRENT ASSETS:
Insurance and other prepaid expenses $960,989
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OTHER CAPTIONS IN CURRENT ASSETS

In addition to the usual captions of cash, marketable 
securities, receivables, inventories and prepaid expens
es, 155 companies presented other captions in the cur
rent asset section of the balance sheet. The nature of 
items represented by other captions is summarized in 
Table 2-18. Examples, except for deferred income taxes, 
follow. Examples of deferred income taxes are pres
ented in connection with Table 2-42.

A dvances  A n d /O r Deposits

ASHLAND OIL, INC. (SEP) 

CURRENT ASSETS;
Recoverable advances on leased facilities

($ thousands) 

$35,578

TA BLE 2-18: O THER C A P T IO N S  IN  C U R R E N T  
A SSETS

Nature 1973 1973 1971 1970
Deferred income ta x . . . . . . . . . . . . .  67 69 55 52
Advances and/or deposits......  21 26 21 25
Property held for resale. . . . . . . . .  15 13 15 13
Other- identified. . . . . . . . . . . . . . . .  19 23 10 16
“Other current assets” . . . . . . . . . .  48 49 42 46
Total Captions.......................  170 180 143 152
Number of companies
Presenting other captions......  155 155 129 134
Not presenting other captions.... 445 445 471 466
Total.....................................  600 600 600 600

CROWN CENTRAL PETROLEUM CORPORATION (DEC) 
CURRENT ASSETS;
Advances on oil purchase contract (Note B)..........  $14,000,000

Note B: Advances on Oil Purchase C ontract- On De
cember 28, 1973 the Company made advances in the 
amount of $14,000,000 under an agreement to purchase 
crude oil. The agreement requires delivery of the crude 
oil to the Company during 1974 at applicable prices al
lowable under the Economic Stabilization Program. The 
advances consist of $2,000,000 in cash and six promis
sory notes of $2,000,000 each at 12% interest, maturing 
the first day of each month from February 1, 1974 
through July 1, 1974.

STOKELY-VAN CAMP, INC. (MAY)
CURRENT ASSETS;
Cash................................................................ $ 8,051,432
Accounts receivable, less allowance for doubtful ac

counts, ($273,000, 1973; $222,000, 1972)............. 26,151,449
Inventories

Finished goods and in process................... .....  41,359,721
Raw materials and supplies..............................  32,101,802

Advances to growers and deferred costs............... 2,104,292
Prepaid expenses..............................................  1,782,293
Total current assets.......................................................  $111,550,989

Notes to Financial Statements
Note 1 (in part): Inventories- Inventories are stated 

at the lower of cost or market. Cost is determined as fol
lows;

Finished goods and in process (except cans) are de
termined on the first-in, first-out method. Raw materials 
and supplies (except cans) are determined on the aver
age cost method. Cans are principally determined on 
the last-in, first-out method (Note 5).

Advances to Growers and Deferred C osts- Advances 
and incurred costs in connection with growing crops 
are deferred until the crops are harvested.

WINN-DIXIE STORES, INC. (JUN)
CURRENT ASSETS;
Cash, including certificates of deposit..................  $ 18,276,125
Marketable securities, at cost plus accrued interest,

which approximates market.............................. 24,288,378
Receivables, less allowance for doubtful items of

$202,388 ($116,638 in 1972).............................. 6,720,296
Merchandise inventories (Note 1).........................  144,275,568
Prepaid expenses..............................................  3,306,393
Construction advances (Note 1)...........................  4,971,894
Total current assets.......................................................  $201,838,654

Note 1 (in part): Inventories- Inventories are stated 
substantially at the lower of cost (first-in first-out) or 
current replacement market.

Construction Advances- Construction advances rep
resent expenditures for operating facilities developed 
for use by the Company and for which commitments 
have been received for sale and leaseback within one 
year.

Property  Held  For Sa le

ACME MARKETS, INC. (MAR)
CURRENT ASSETS;
Properties to be developed and sold within one year $4,865,000
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LEAR SIEGLER, INC. (JUN)

CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 5,224,567
Notes and account receivable
Com m ercial and o th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  94,860,813
G o v e rn m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,306,859

109,167,672
Less a llo w a n ce s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,036,667

106,131,005
In v e n to r ie s -a t lower of cost (principa lly firs t-in , firs t- 

out) or market
Raw m a te ria ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  41,775,613
W ork in p ro c e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34,138,723
Finished g o o d s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,689,783

106,604,119
Costs recoverable under governm ent c o n tra c ts . . . . . . . . .  28,042,653
Less progress b il l in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,070,422

15,972,231
C urrent portion of real estate held fo r sale (note A3) 21,185,676
Prepaid e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,205,560
Total current assets..........................................  $261,323,158

Note A3: Real Estate Held for S a le - The current por
tion of real estate held for sale represents primarily 
those properties that have entered the development 
stage. The period required for completion of develop
ment and sale of properties may extend beyond twelve 
months which is the typical operating cycle of manufac
turing operations. The noncurrent portion of real estate 
held for sale consists of those properties that have not 
entered the development stage.

UNIFI, INC. (JUN)
CURRENT ASSETS:
Equipm ent held fo r re s a le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $803,169

Notes to Financial Statements
Note 3: Equipment Held for Resale- The equipment 

held for resale was made available from discontinued 
operations (See Note 8) and is stated at the amount ex
pected to be realized currently. Related debt has been 
reclassified from long-term to current liabilities.

WARD FOODS, INC. (DEC)
CURRENT ASSETS:
Estimated realizable value o f net assets o f d iscon tin 

ued operations, c u r r e n t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,080,000
Notes to Consolidated Financial Statements
Note 3 (in part): Discontinued Operations—  In Janu

ary 1973 and October 1973, the Company decided to di
vest its food equipment and restaurant groups under 
plans which are now expected to be completed by the 
end of 1974. In accordance with Accounting Principles 
Board Opinion No. 30 issued in June 1973, such opera
tions have been classified as discontinued operations in 
the accompanying financial statements. Under Opinion 
No. 30 the Company is required to segregate continuing 
operations from discontinued and to provide for all an
ticipated costs from the decision date to discontinue 
until final disposal date.

The Consolidated Statements of Operations for 1973 
and 1972 reflect results of discontinued operations as a 
single line item on a comparative basis. However, the 
Consolidated Balance Sheet at December 30, 1972 in
cludes the assets and liabilities of discontinued opera
tions at their cost basis in their traditional classification, 
while the Consolidated Balance Sheet at December 29, 
1973 includes such items at their estimated net realiza
ble value. Proceeds from the sale of discontinued oper
ations, as formally agreed upon by the Company’s debt 
holders, are committed to prepay specific debt. Accord
ingly, the estimated net realizable values have been rec
lassified in the Consolidated Balance Sheet at Decem
ber 29, 1973 in line with the committed disposition of 
such funds as follows:

PROPERTY, PLANT, AND EQUIPMENT

APB Opinion No. 6 states in part:

The Board is of the opinion that property, plant 
and equipment should not be written up by an en
tity 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-reorganizations 
or reorganizations. This statement may not apply 
to foreign operations under unusual conditions 
such as serious inflation or currency devaluation. 
However, when the accounts of a company with 
fo re ig n  o p e ra tio n s  are translated into United 
States currency for consolidation, such write ups 
normally are eliminated. Whenever appreciation 
has been recorded on the books, income should 
be charged with depreciation computed on the 
written up amounts.

Per
Books

Reclass
ifica tion

Per
Annual
Report

C u r r e n t  A s s e t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $26,653,348 $(23,573,348) $ 3,080,000
C u r r e n t  L i a b i l i t i e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (14,443,355) 14,443,355 —

12,209,993 (9,129,993)(a) 3,080,000
N o n - c u r r e n t  A s s e t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,395,972 7,713,338 21,109,310
N o n - c u r r e n t  L i a b i l i t i e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,416,655) 1,416,655 —

$24,189,310 $24,189,310
(a) Working capital reclassified to non-current classifi
cation of net assets of discontinued operations.

Results of discontinued operations include interest 
not previously allocated to individual Company units.

Interest expense is allocated to discontinued opera
tions based on the principal amount of debt being pre
paid with the estimated proceeds from the sale of dis
continued operations.
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TA B LE 2-19: PR O PERTY, P LA N T A N D  
E Q U IP M E N T  -  V A LU A TIO N  BASES

1973 1972 1971 1970
C ost. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 595 586 579 577
Substantially at cost. . . . . . . . . . . . . 2 6 6 7
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 3 3 1
Subtotal.................................... 599 595 588 585
Valuation basis not disclosed. . . 1 5 12 15
Total Companies...................... 600 600 600 600

Table 2 - 1 9  shows that practically all of the survey 
companies state property, plant, and equipment at cost. 

APB Opinion No. 12 states in part:

5.Because of the significant effects on financial 
position and results of operations of the deprecia
tion method or methods used, the following dis
closures should be made in the financial state
ments or in notes thereto:

a. Depreciation expense for the period.
b. Balances of major classes of depreciable as

sets by nature or function, at the balance-sheet 
date.

c. Accumulated depreciation, either by major 
classes of depreciable assets or in total, at the bal
ance-sheet date, and

d. A general description of the method or meth
ods used in computing depreciation with respect 
to major classes of depreciable assets.

Tables 2 - 2 0  and 2-21  show the property, plant, and 
equipment captions presented by the survey companies. 
The average number of captions used per company 
was 3.

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. 
Table 2 -22 , a summary of the terminology used to des
cribe accumulated depreciation, shows that only 20 of 
the 600 companies use the term reserve. The first sec
tion of Table 2 - 2 2  shows the frequency of the primary 
terms, such as reserve, accumulated, allowance, etc., as 
used in the balance sheets. The second section of the 
table classifies the various secondary terms used in bal
ance sheet descriptions and the frequency of their com
bination with the primary terms. In addition to accumu
lated depreciation, 24 companies deducted valuation al
lowances from the property account. Such allowances 
were usually provided for estimated losses in connec
tion with property disposition programs.

Examples of presentations of land and depreciable 
assets, of accumulated depreciation thereon, and of 
property valuation allowances follow.

B reakdow n by N atu re  of Property

DAYCO CORPORATION (OCT)

S tatem ent o f Consolidated Financial Condition
PROPERTY, PLANT, AND EQ U IPM EN T-O N  THE 

BASIS OF COST
Land and land im proveme n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,458,470
B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,991,047
Machinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  96,462,813
Allowances fo r depreciation and am ortization (deduc

tion) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (58,155,326)
$69,757,004

S tatem ent o f Changes in Consolidated Financial Po
sition
SOURCE OF FUNDS 
From operations:
Earnings before extraord inary i te m s . . . . . . . . . . . . . . . . . . . . .  $9,535,852
A d d -e x p e n s e s  not requiring outlay o f w orking capi

tal;  
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . . . . . . . . . . . . .  7,255,206
Increase in deferred taxes on non-curren t accounts 572,564

Working capital provided from operations exclusive 
of extraordinary items................................................  $17,363,622
Notes to Consolidated Financial Statements
Property, Plant, and Equipm ent- Property, plant, and 

equipment are stated at cost. 70% of the depreciation 
expense is calculated on the straight-line method and 
the remainder on accelerated methods. The deprecia
tion methods are designed to amortize the cost of the 
assets over their estimated useful lives.

Maintenance and repairs are charged to expense as 
incurred. When facilities are retired or otherwise dis
posed of, the cost is removed from the asset accounts 
and the related depreciation reserve is adjusted with the 
difference being charged to income.

TA B LE 2-20: LA ND
Captions Presented 1973 1972 1971 1970
Land (*34,233,400). . . . . . . . . . . . .  403 404 400 395
Land and land improvements

(*113,378,487). . . . . . . . . . . . . . . . . . . . . . .  85 82 80 80
Land and buildings. . . . . . . . . . . . . . . . . . . .  36 41 42 40
Land and/or specific type of land

a n d /o r rights(*33,314,611).... 22 28 28 31
Other or no caption for land...  21 12 9 11
Subtotal....................................  567 567 559 557
Line of business breakdown

(*235,538,553). . . . . . . . . . . . . . . . . . . . . . .  33 30 33 34
No breakdown of property. . . . . .  -  3 8 9
Total Companies............. ........  600 600 600 600
Timberlands, mineral lands, etc.

(*218,299,676). . . . . . . . . . . . . . . . . . . . . . .  68 67 62 74
*Refer to Company Appendix Section.
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TA B LE 2-21: D E PR E C IA B LE PR O PER TY
Captions Presented
Buildings (*6 ,100,116).. . . . . . . .
Buildings and improvements

(*127,198, 291). . . . . . . . . . . . . . . . .
Buildings combined with land or

equipment. . . . . . . . . . . . . . . . . . . . . . .
Buildings- other captions (*18, 

19,716). . . . . . . . . . . . . . . . . . . . . . . . . .
Subtotal................................
Machinery and/or equipment

(*160,541,716). . . . . . . . . . . . . . . . .
Machinery and/or equipment 

combined with other (*58,549,
615). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Machinery or equipment for rent
al or lease (*86,251,510). . . . .

Construction in progress (*23,
163,760). . . . . . . . . . . . . . . . . . . . . . . . .

Leasehold improvements (*4,255,
376). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Furniture, fixtures, etc, (*32,213,
453). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Automobiles, marine equipment,
etc. (*13,310,742). . . . . . . . . . . . .

Tools, dies, etc. (*107,250,485) 
Other captions. . . . . . . . . . . . . . . . . . .
Total Captions..........................
Number of Companies
Presenting above captions... . . .
Line of business breakdown (*3,

175, 455). . . . . . . . . . . . . . . . . . . . . . . . .
Not presenting details of deprec

iable property. . . . . . . . . . . . . . . . . . .
Total........................................

1973
296

146

84

197

108

70

83
13
74

1683

555

37

600

1972
301

135

190

113

67

66
13
76

1650

545

39

16
600

1971
302

130

84

191

97

81
18
72

1616

535

38

27
600

1970
295

128

91

nance, repairs, and minor renewals are charged to earn
ings when they are incurred. When an asset is disposed 
of, its accumulated depreciations is deducted from the 
original cost, and any gain or loss arising from its dis
posal is credited or charged to earnings.

Plant and Equipm ent- At year-end, the Corporation’s 
Investment in plant and equipment (at cost) consisted 
of:

36 45 23 34
1973 1972

Land, other than Ranch Land . . . . . . . . . . . . . . . $12,747,000 $11,930,000
562 552 539 548 B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 95,043,000 87 800,000

Ships and M arine E q u ip m e n t. . . . . . . . . . . . . . . 10,040,000 10,642,000
436 439 430 420 M achinery and E q u ip m e n t. . . . . . . . . . . . . . . . . . . . 210,966,000 200,896,000

Ranch Land, Im provem ents and Equipm ent 44,021,000 33,141,000
C onstruction in P ro g re ss . . . . . . . . . . . . . . . . . . . . . . 9,426,000 9,930,000

97 91 76 72 382,234,000 354,339,000
L e ss-A ccu m u la te d  D e p re c ia tio n . . . . . . . . . . . 191,327,000 180,751,000

43 43 41 31 $190,907,000 $173,588,000

192

94

72

57
12

110
1608

535

38

27
600

*Refer to Company Appendix Section

THE DOW CHEMICAL COMPANY (DEC)

C o n so lid a ted  B a la n c e  S h e e t
PLANT PROPERTIES. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,301,341,698
L e s s -a ccu m u la te d  d e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . .  1,522.917,360

$1,778,424,338
C o n so lid a ted  S ta te m e n t o f C h an g es  in  F in a n c ia l P o 

sition
SOURCE OF WORKING CAPITAL
Net incom e before extraord inary i te m s . . . . . . . . . . . . . . . . .  $271,148,000
Charges (credits) to incom e not involving w orking 

capital;
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  263,114,000

Accounting Principles
Plant Properties and Depreciation -  Land, buildings 

and equipment are carried at cost less accumulated

DEL MONTE CORPORATION (MAY)

C o n so lid a ted  S ta te m e n t o f F in a n c ia l Position
1973 1972

Plant and equipm ent, n e t . . . . . . . . . . . . . . . . . . . . .  $190,907,000 $173,588,000
C o n so lid a ted  S ta te m e n t o f C h an g es  in F in a n c ia l P o 

sition
WORKING CAPITAL PROVIDED FROM;
Operations:

Earnings fo r y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $26,014,000 $23,592,000
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,227,000 15,965,000

Notes to Consolidated Financial Statements
Summary of Accounting Policies (in part): Plant and 

Equipm ent- Capital additions, improvements, and 
major renewals are classified as plant and equipment. 
Depreciation is recorded on the straight line basis-that 
is, the book value of each asset is reduced by equal an
nual amounts over its estimated usable life. Mainte-

TA B LE 2-22: A C C U M U LA TE D  D E P R E C IA T IO N
Primary Descriptive Terms* 1973 1972 1971 1970
A. Accumulated, etc. . . . . . . . . . . . . .  486 475 466 473
B. Allowance, etc. . . . . . . . . . . . . . . . .  71 74 80 68
C. Reserve. . . . . . . . . . . . . . . . . . . . . . . .  20 26 26 26
D. Depreciation, etc., used alone,

or o th e r..... .. . . . . . . . . . . . . . . . . . .  23 25 28 33
Total Companies......................  600 600 600 600
Property valuation accounts....  24 28 19 11
*1973 Term Used With A B C D
Depreciation. . . . . . . . . . . . . . . . . . . . . .  300 36 9 9
Depreciation and amortization... 132 21 2 6
Depreciation and depletion.....  22 7 3 2
Depreciation, depletion and am

ortization . . . . . . . . . . . . . . . . . . . . . . . .  30 7 4 3
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 - 2 3
Total Companies......................  486 71 20 23

71

8
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depreciation. Depreciation is based on the estimated 
service lives of depreciable assets, using the declining 
balance method in the United States and Canada. In 
other countries, the straight-line method is used.

Expenditures for renewals and betterments are capi
talized, and maintenance and repairs are charged to in
come.

Prior to 1972, assets that were fully depreciated were 
eliminated from property and the reserve for deprecia
tion at the end of each year. In 1972, the Company 
adopted the practice of retaining on the books those as
sets which became fully depreciated but still remain in 
use. In the case of disposals, the assets and related re
serves are removed from the accounts and the net 
amount, less proceeds from disposal, is charged or 
credited to income.

Notes to Financial Statements

e d  d e p r e c ia t io n  a t  D e c e m b e r  3 1 , 1 9 7 3  w e r e :

($ thousands)

Classifications
Accumulated 

Cost Depreciation
L a n d ........................................................................
Land and waterway im provem ents..............

$74,167
88,365 34,133

B u ild in g s ............................................................... 332,496 148,799
Machinery and other eq u ip m e n t................. 2,475,898 1,280,217
Wells and brine system s................................. 49,540 27,110
Furniture and fixtures........................................ 39,423 21,542
O th e r ....................................................................... 22,395 11,116
Construction in progress................................

Total............................................................
219,058

$3,301,342 $1,522,917

ESMARK, INC. (OCT)

Consolidated Statem ent o f Financial Position
1973 1972

($ thousands)

Property and operating fac ilit ie s ................. $427,386 $376,625

Consolidated S tatem ent o f Changes In F inancial Po
sition
SOURCES OF WORKING CAPITAL AND 

OTHER CHANGES IN FINANCIAL POSI
TION:

Operations-
Net e a rn in g s ........................................................  $ 48,802 $37,003
Charges (credits) not involving working 

capital:
Depreciation and depletion, including 

$7,223 ($647 in 1972) for unrecoverable
costs of oil and gas properties................  47,244 35,914

Deferred income taxes (noncurrent por
tion) ..................................................................... 2,909 4,817

Pensions and other noncurrent amounts 945 (2,935)
Facility realignment allowance adjustments (1,365)
Nonconsolidated subsidiaries and affiliated

comp a n ie s ........................................................  1,156 (1,393)
Minority interests in subsidiaries’  earnings 1,280 2,887
O th e r .......................................................................  377   242

Total from operations..................................  $102,713 $75,170

Financial Comments
Financial Position: Property and Operating Facilities 

-  The cost of property and operating facilities and re
lated allowances, in millions of dollars, are detailed as 
follows;

1973 1972
Buildings and land im provem ents...............  $166.8 $160.4
Machinery and eq u ip m en t..............................  321.5 302.5
Automotive eq u ip m e n t..................................... 37.4 36.4

525.7 499.3
Accumulated d eprec ia tion .............................. (255.9) (235.7)

269.8 263.6
L a n d ........................................................................  23.0 20.7
Oil and gas properties, less accumulated

depletion of $13.8 (1 9 7 2 -$ 1 6 .0 ) .............. 92.6 64.2
Agricultural chemical mining properties,

less accumulated depletion of $6.6
(1 9 7 2 -$ 6 .0 ) ......................................................  17.2 17.7

Construction in progress................................  24.8 10.4

Net property and operating facilities......  $427.4 $376.6
Lease and well equipment, previously included in oil 

and gas properties, has been included in machinery and 
equipment in 1973. The 1972 amounts have been restat
ed to conform to this classification.

New investments in property and operating facilities 
totaled $102.3 million in 1973 as compared to $52.0 mil
lion in 1972. Additions in 1973 include $39.8 million 
($5.3 million in 1972) invested by TransOcean Oil in oil 
and gas properties, primarily leases in offshore Louisi
ana. The improvement, expansion or replacement of ex
isting facilities accounted for the remainder of the 1973 
additions. In November 1973, Swift Chemical Company, 
a subsidiary of Estech, exercised its option to acquire in 
early 1976 a nitrogen manufacturing facility from Mobil 
Oil Corporation. This facility has been the company’s 
principal supplier of nitrogen products since 1969.

Oil and gas properties include $45.0 million ($32.0 
million in 1972) relating to nonproducing properties, 
primarily newly acquired leases. Exploratory drilling is 
currently in progress on most of the nonproducing 
properties.

In 1972, the company discontinued operations at its 
Stockton, California beef plant and sold that facility and 
certain real estate in Hamburg, Germany resulting in a 
small net gain.

The facility realignment program was essentially con
cluded in 1972. Properties held for sale at October 28, 
1972, were written down by $17.4 million to expected 
net realizable value of $1.8 million and classified as 
“ other assets”  in the consolidated statement of finan
cial position. Unpaid obligations for separation pay
ments of $3.2 million were included in current liabilities. 
Other losses and costs incurred in 1972 and charged to 
the allowances provided in prior years included $5.2 
million of separation payments, demolition and other re
lated costs; $5.0 million of losses, less gains, on facility 
disposals and write-offs: and $1.8 million of deprecia
tion on closed facilities. The $1.4 million of allowances 
remaining was credited to 1972 earnings.

Principal Accounting Policies
Property and operating facilities- The field cost
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method of accounting is used for oil and gas explora
tion and development activities. Under this method, 
costs of exploratory dry holes are charged to expense 
as incurred. Other costs of acquisition, exploration and 
development, including lease costs, delay rentals and 
developmental dry holes identifiable with specific fields, 
are capitalized as oil and gas properties. Costs associ
ated with a producing field are depleted on the unit-of- 
production method over the remaining proven devel
oped reserves of the field as estimated by the company. 
Capitalized costs in excess of the estimated economic 
value of a field’s estimated reserves and capitalized 
costs applicable to fields which prove to be nonproduc
tive are charged against operations by additional provi
sions for depreciation and depletion when such deter
minations are made. Capitalized costs and related accu
mulated depreciation and depletion are removed from 
the accounts when the company’s interest in a field is 
abandoned or sold. Costs of lease and well equipment 
are depreciated on the straight line method.

Depletion provisions on agricultural chemical mining 
properties are determined on the unit-of-production 
method.

Depreciation provisions on all other property and op
erating facilities are determined primarily on the straight 
line method.

Provisions were made in prior years for significant di
rect costs and losses to be incurred under the facility 
realignment program adopted in 1966, substantially ex
panded in 1968, and essentially concluded in 1972. Dur
ing the period of the program, the allowances so estab
lished were charged as the costs and losses were in
curred and credited as gains were realized. Gains and 
losses on unusual facility dispositions and closings, 
other than dispositions and closings under the facility 
realignment program, are reflected in earnings in the 
year of disposition for gains and in the year in which the 
decision is made to close for losses. Gains and losses 
on normal dispositions of facilities and equipment are 
included in accumulated depreciation except as to cer
tain foreign subsidiaries which include such amounts in 
earnings.

GENERAL ELECTRIC COMPANY (DEC)

S tatem ent of Financial Position
1973 1972

($ m illions)
Plant and e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,360.5 $2,136.6

1973 FINANCIAL SUMMARY

Depreciation amounted to $334.0 million in 1973 and 
$314.3 million in 1972.

An accelerated depreciation method, based princi
pally on a sum-of-the-years digits formula, is used to 
depreciate plant and equipment in the United States 
purchased in 1961 and subsequently. Assets purchased 
prior to 1961 and most assets outside the United States, 
are depreciated on a straight-line basis. Special deprec
iation is provided where equipment may be subject to 
abnormal economic conditions or obsolescence.

Plant and equipment represents the original cost 
of land, buildings and equipment less estimated cost 
consumed by wear and absolescence. Plant additions 
were substantially greater in 1973 than in 1972 princi
pally due to major additions to capacity in the Industrial 
Components and Systems category. Details of plant and 
equipment and accumulated depreciation are shown in 
the table below. Additions, dispositions, provisions for 
depreciation and other changes in plant and equipment, 
analyzed by major classes, are included in the 10-K Re
port. Expenditures for maintenance and repairs are 
charged to operations as incurred.

1973 1972

PLANT AND EQUIPMENT 
M ajor classes at December 31:

($m illions)

Land and im p ro v e m e n ts . . . . . . . . . . . . . . . . . . . . . . $ 104.4 $ 103.0
Buildings, structures and related equ ip

ment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,445.9 1,347.5
Machinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . .
Leasehold costs and plant under construc

tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

3,138.5

231.0

2,828.2

170.5
$4,919.8 $4,449.2

Cost at January 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,449.2 $4,134.2
A d d it io n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 598.6 435.9
D isp o s itio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (128.0) (120.9)
Cost at December 3 1 ..................................
ACCUMULATED DEPRECIATION

$4,919.8 $4,449.2

Balance at January 1 . . . . . . . . . . . . . . . . . . . . . . . . . . $2,312.6 $2,108.5
Current year p ro v is io n . . . . . . . . . . . . . . . . . . . . . . . . . 334.0 314.3
D isp o s itio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (95.8) (107.6)
Other c h a n g e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.5 (2.6)

Balance at December 3 1 ............................
Plant and equipm ent less depreciation at

$2,559.3 $2,312.6

December 3 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,360.5 $2,136.6

GENERAL MOTORS CORPORATION (DEC)

Consolidated Balance Sheet
PROPERTY
Real estate, plants and equipm ent (Note 7 ) . . . . . . . . . . .  $15,615,898,926
Less accum ulated depreciation (Note 7 ) . . . . . . . . . . . . . . . .  9,945,321,053
Net real estate, plants and e q u ip m e n t. . . . . . . . . . . . . . . . . . .  5,670,577,873
Special to o ls - le s s  a m o rtiz a tio n . . . . . . . . . . . . . . . . . . . . . . . . . . .  580,657,543
Total Property.............................................................. $ 6,251,235,416

Statem ent of Consolidated Incom e
COSTS AND EXPENSES
Cost of sales and o ther operating charges, exclusive

of items listed b e lo w . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $28,114,073,825
Selling, general and adm inistrative e xp e n se s.... . . . . .  1,328,085,680
Depreciation of real estate, plants and e q u ip m e n t.... 902,853,471
Am ortization of special to o ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 081,020,914
Provision fo r the Incentive Program (Note 1 1 ) . . . . . . . .  112,823,495
United States, foreign and o ther incom e taxes (Note 

3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,115,000,000
T o ta l................................................................   $33,653,857,385

Notes to Financial Statements
Note 1 (in part): Significant Accounting Policies: 

Property, Depreciation and Am ortization- Property is
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stated at cost. Maintenance, repairs, rearrangement ex
penses and renewals and betterments which do not en
hance the value or increase the basic productive capac
ity of the assets are charged to costs and expenses as 
incurred.

The annual group (composite) rates of depreciation 
are, with minor exceptions, as follows:

Classification of Property
Land improvements 
Buildings
Machinery and equipment 
Furniture and office equipment

Annual Group Rates
5%
3½%
8⅓ % (Average)
6% (Average)

Depreciation is not provided in excess of 100% of the 
gross book amount of a given group as a whole. Depre
ciation on groups which are not 100% depreciated is, 
with minor exceptions, accrued at 150% and 100% of 
the applicable rate shown above for the first and second 
thirds, respectively, of estimated useful life and thereaft
er at 50% of such rate for the balance of time the assets 
remain in service. Use of this accelerated method accu
mulates depreciation of approximately two-thirds of the 
depreciable cost during the first half of the estimated 
lives of the property.

Expenditures for special tools are amortized, with the 
amortization applied directly to the asset account, over 
short periods of time because the utility value of the 
tools is radically affected by frequent changes in the de
sign of the functional components and appearance of 
the product. Replacement of special tools for reasons 
other than changes in products is charged directly to 
cost of sales.

Note 7: Real Estate, Plants and Equipment and Accu
mulated Depreciation
REAL ESTATE, PLANTS AND EQUIPMENT;
L a n d ..............................................................................................
Land im provem ents................................................................
Leasehold im provem ents-less am ortization................
B u ild ings............................ .....................................................
Machinery and equipme n t ...............................................
Furniture and office e q u ip m e n t........................................
Construction in progress......................................................

T o ta l...................................................................................

ACCUMULATED DEPRECIATION:
Land im provem ents................................................................
B u ild ings.....................................................................................
Machinery and equipm ent....................................................
Furniture and office e q u ip m e n t........................................
Extraordinary obsolescence................................................
T o ta l...................................................................................

$ 236,608,135 
515,723,635 
24,312,032 

3,889,687,534 
10,211,856,100 

234,844,708 
502,866,782

$15,615,898,926

$ 305,376,415 
2,177,974,915 
7,249,030,699 

163,608,894 
49,330,130 

$9,945,321,053

GENERAL RESOURCES CORPORATION (OCT) 

Balance Sheet

PROPERTY, PLANT AND EQUIPMENT
1973

$1,868,564
1972

$2,359,204

Consolidated Statem ent o f Changes in F inancial 
Position

SOURCE OF FUNDS:
Operations;
Earnings (loss) before extraordinary items $206,534 $(612,445)
Less:
Depreciation.......................................  54,440 170,777
Amortization of patents........................  152,024 129,482
Total funds provided by (used in) opera

tions, exclusive of extraordinary items $412,998 $(312,186)
Notes to Consolidated Financial Statements

Note A (in part) Summary of Significant Accounting 
Policies- 4. Depreciation is computed principally on 
the straight-line method over the estimated useful lives 
of the assets. Amortization of patents is computed on 
the straight-line method based upon the legal life of 
such patents (17 years).

Depreciation lives used during the periods were as 
follows:
Buildings used in manufacturing operations..........  30 years
Buildings used in rental operations...................... 12-33 years
Machinery and equipment used in manufacturing op

erations .........................................................  10-20 years
Machinery and equipment used in rental operations 3-10 years
Transportation equipment...................................  3-10 years
Furniture and fixtures........................................  5-10 years
Leasehold improvements..................................... 5-10 years

Maintenance, repairs and renewals are charged to ex
pense, except that renewals which extend the useful 
lives of the property are capitalized. The cost, less accu
mulated depreciation, of assets sold or retired is elimat
ed from the accounts in the year of disposal: the related 
gain or loss is included in the statement of operations.

Note G: Property, Plant and Equipm ent- Property, 
plant and equipment, at cost less accumulated deprec
iation and amortization, is summarized as follows;

1973 1972
Used in Manufacturing Operations:
Land.................................................  $ 2,249 $ 91,565
Buildings ...........................................  757,539 1,494,219
Machinery, equipment and fixtures......... 1,026,241 2,262,671

1,786,029 3,848,455
Less allowance for depreciation............  815,420 1,498,178

970,609 2,350,277
Used in Rental Operations:
Land.................................................  123,207
Buildings and improvements.................  836,474
Furniture, fixtures and equipment..........  94,443

1,054,124
Less allowance for depreciation............  271,060

783,064
Other;
Building............................................  20,944
Transportation equipment.....................  77,536
Leasehold improvements ......................  51,751
Office furniture and fixtures.................. 90,048 12,834

240,279 12,834
Less allowance for depreciation and amor

tization ........................................... 125,388 3,907
114,891 8,927

$ 1,868,564 $ 2,359,204
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During 1973, the Company revised the estimated serv
ice lives of certain of the plant and equipment used in 
manufacturing operations. This change had the effect of 
reducing depreciation expense in 1973 by $40,000.

GUARDIAN INDUSTRIES CORP. (DEC)

Consolidated Balance Sheet
PROPERTY, PLANT AND E Q U IPM EN T. . . . . . . . . . . . . . . .  $60,438,800
Less accum ulated d e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,698,000

$49,740,300
Consolidated S tatem ent o f Incom e

COSTS AND EXPENSES:
Costs, exclud ing items listed b e lo w . . . . . . . . . . . . . . . . . . . . . .  $58,090,200
D epreciation and a m o rtiz a tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,345,000
Selling and a d m in is tra tive . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,542,800
Em ployee retirem ent p la n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  197,300

$71,175,300
Notes to Consolidated Financial Statements
Note 1 (in part): Propery, Plant, Equipment and 

Depreciation- Property, plant and equipment are car
ried at cost. Provisions are made for depreciation of

property, plant and equipment over the estimated useful 
lives of assets using straight-line and declining-balance 
methods. Maintenance, repair and rearrangement costs 
are charged to income as incurred. All betterments and 
renewals which increase the value, productive capacity 
or lives of assets are capitalized, as are costs associated 
with the research, engineering and design of new facili
ties.

The cost and related accumulated depreciation are 
removed from the respective accounts when assets are 
retired. Gain or loss resulting from the sale of assets is 
included in income.

Note 6: Property, Plant and Equipment and Accumu
lated Depreciation- A summary of the property, plant 
and equipment at December 31, 1973 and related accu
mulated depreciation, depreciation methods and lives is 
as follows:

Classification
Land

Methods
Lives

(Years) Cost
$ 454,000

Accu
mulated

Depre
ciation

Land im provem ents S tra ig h t- lin e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8-25 122,300 $ 34,000
B uild ing  and bu ild ing  additions S tra igh t-line  and d e c lin in g -b a la n ce . . . . . . . . . . . . . . . . . . . . . .  15-33⅓ 15,232,800 1,871,700
Leasehold im provem ents S tra ig h t- lin e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3-33⅓ 623,100 299,500
M achinery and equipm ent S tra igh t-line  and d e c lin in g -b a la n ce .. . . . . . . . . . . . . . . . . . . . .  8-25 42,025,900 7,398,500
M olds and fixtures D e c lin in g -b a la n c e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 436,900 429,200
O ffice fu rn itu re  and equipm ent S tra ight-line and d e c lin in g -b a la n ce . . . . . . . . . . . . . . . . . . . . . .  5-10 484,600 255,800
Transporta tion equipm ent S tra igh t-line  and d e c lin in g -b a la n ce . . . . . . . . . . . . . . . . . . . . . .  3-8 1,058,700

$60,438,300

409,300

$10,698,000

ELI LILLY AND COMPANY (DEC)

Consolidated Balance Sheet
PROPERTY AND EQUIPMENT
L a n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $15,765,668
B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  227,035,850
E q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    280,003,782
Allowances fo r depreciation (d e d u c tio n ). . . . . . . . . . . . . . . . .  (203,274,085)
Total Property and Equipment.....................................  $319,531,215

Statem ent o f Changes In Consolidated Financial 
tion

SOURCES OF WORKING CAPITAL 
From operations:
Net incom e fo r the y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $155,519,910
Noncash charges (credits) to  incom e fo r:
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,438,899

Notes to Consolidated Financial Statements
Note A (in part): Summary of Significant Accounting 

Policies: Property and Equipment—  Property and equip
ment are stated on the basis of cost. Provisions for 
depreciation of property and equipment have been 
computed generally by the straight-line method at rates 
based on their estimated useful lives. For tax purposes, 
depreciation deductions for selected items of buildings 
and equipment are computed by accelerated methods: 
income taxes on the resulting differences are deferred.
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OLIN CORPORATION (DEC)

Consolidated Balance Sheets

1973 1972

PROPERTY, PLANT AND E Q U IP M E N T........  $563,354,000 +516,485,000

Statem ents o f Consolidated Incom e
COSTS AND EXPENSES;
Cost of sa les........................................................  $923,349,000 $824,901,000
Selling, general, administrative and re

search .................................................................  177,704,000
Depreciation, depletion and amortization . 55,876,000
In te rest.................................................................... 21,444,000 17,672,000

$1,178,373,000 $1,052,269,000

Statement o f Accounting Policies

Property, Plant and Equipm ent- Depreciation is 
computed on the straight-line basis over the estimated 
useful lives of the related assets. Depletion of timber is 
computed on a composite unit of production basis. 
Leasehold improvements are amortized over the term 
of the lease or the estimated useful life of the improve
ment, whichever is less.

Startup costs are expensed as incurred. Maintenance 
and repairs are charged to operations: significant bet
terments are capitalized.

Financial Review
Property, Plant and Equipm ent- The major classes 

of property, plant and equipment, at cost, are as follows:
(000 omitted) 1973 1972
Land and improvements to la n d .................  $46,451 $41,218
Timber and tim berlands..................................  55,133 47,279
Building and building eq u ipm ent................  182,385 177,378
Machinery and eq u ip m en t..............................  717,128 666,751
Leasehold im provem ents................................  10,716 11,843
Construction in p rogress................................  103,476 84,844

$1,115,289 $1,029,313
Less accumulated depreciation, depletion 

and am ortization............................................. 551,935 512,828

$563,354 $516,485

ROCKWELL INTERNATIONAL CORPORATION (SEP)

Consolidated Balance Sheet
P R O P E R T Y -A T  COST
L a n d ..............................................................................................  $48,957,000
Improvements to land and leaseholds............................ 41,519,000
B uild ings.....................................................................................  304,964,000
Machinery and equipm ent.................................................... 735,457,000
furniture, fixtures, and office eq u ip m e n t......................  80,827,000
Construction in progress......................................................  68,058,000

T o ta l...................................................................................  1,279,782,000
Less accumulated depreciation am ortization...............  706,529,000

Net property...................................................................... $573,253,000

Consolidated Changes in Financial Position
RESOURCES PROVIDED BY
Income before extraordinary c re d it .................................  $126,163,000
Add (deduct) items not requiring use of working capi

tal;
Depreciation and amortization;
Property.......................................................................................  71,309,000
In tang ib les .................................................................................  2,279,000
Equity in income of unconsolidated subsidiaries and

affilia te s ................................................................................... (9,406,000)
Deferred income taxes, etc...................................................  8,752,000

Total from operations, excluding extraordinary credit $199,097,000
Notes to Financial Statements
Note 1 (in part): Depreciation and Amortization of 

Property- Depreciation and amortization of property of 
the North American Aerospace and Electronics Groups 
is based principally on accelerated methods. Deprecia
tion and amortization of property of the Automotive and 
Industrial Products Groups is based principally on the 
straight-line method. Depreciation and amortization of 
property of the Utility & Consumer Products Group (for
merly Rockwell Manufacturing Company) prior to the 
merger in February 1973 of Rockwell Manufacturing 
Company into the Company (see Note 2) was based 
principally on accelerated methods; however, effective 
with the merger depreciation and amortization of prop
erty acquired after that date is based on the straight-line 
method. This change in method to conform accounting 
practice did not have a material effect on consolidated 
net income.

THE SINGER COMPANY (DEC)

Balance Sheet

1973 1972
($ millions)

Property, plant and e q u ip m e n t-n e t..........  $412.4 $369.2
Summary of Accounting Policies
Property, Plant and Equipm ent- Land, buildings, 

equipment, and improvements which signficantly ex
tend the useful life of existing plant and equipment are 
carried at cost. Depreciation generally is recorded on a 
straight-line basis over the estimated useful lives of the 
assets. Maintenance and repair costs are expensed as 
incurred. Gains or losses on sale or retirement are re
flected in income.

Notes to Financial Statements

Property, Plant and Equipm ent- Gross additions in 
1973 amounted to $122.2 million. Disposals of property, 
plant and equipment (net of accumulated depreciation) 
amounted to $8.3 million. The provision for depreciation 
in 1973 was $70.7 million compared with $59.3 million in
1972. Balances at December 31, 1973 and 1972 are;
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1973 1972
($ m illions)

Property, p lant and equipm ent, at cost:
L a n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Buildings, less accum ulated depreciation

of $69.5 in 1973 and $67.7 in 1972 .....
M achinery and equipm ent, less accum ulat

ed depreciation of $351.6 in 1973 and
$316.6 in 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Equipm ent fo r lease, less accum ulated 
depreciation of $37.2 in 1973 and $28.4 in
1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

C onstruction in p ro g re s s . . . . . . . . . . . . . . . . . . . . . .

$ 16.3 

106.0

238.9

32.0
19.2

$412.4

$ 16.2 

85.6

205.3

24.2
37.9

$369.2

THE VENDO COMPANY (DEC)

Consolidated Balance Sheet
PLANT AND EQUIPMENT, AT COST (NOTE1):
L a n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $820,979
B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,565,584
M achinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . .  12,004,203
Transportation and office  e q u ip m e n t. . . . . . . .  1,727,332
Leasehold im p ro ve m e n ts . . . . . . . . . . . . . . . . . . . . . . . .  311,614
L e ss-A ccu m u la te d  depreciation and a m o tiz a tio n . . .  (13,766,111)
Net p lant and e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . .  $7,663,601

Consolidated S tatem ent o f Changes in Financial 
Position

WORKING CAPITAL WAS PROVIDED BY;
Operations
Net incom e before extraord inary i t e m ......  $2,618,144
Charges not requiring expenditure of w orking  capital
D epreciation and a m o rtiz a tio n . . . . . . . . . . . . . . . .  1,317,647
Increase in deferred incom e ta x e s . . . . . . . . . . .  233,075
M inority  interest in earnings of su b s id ia rie s .. . . . . . . . .  218,147
Provided by operations before extraordinary item .. $4,387,013

Notes to Consolidated Financial Statements
Note 1 (in part): Significant Accounting Policies: 

Depreciation policies—  Depreciation of plant and equip
ment is provided by charges to operations over the esti
mated useful lives of the assets by the sum-of-the- 
years-digits method for new domestic assets purchased 
after January 1, 1954, and, generally, by the straight-line 
method for all other assets. The lives used for the more 
important items within each property classification are 
as follows:
B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25 years
M achinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12½ years
Transportation e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 years
O ffice e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10 years
Leasehold im pro ve m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Lease period

B reakdow n by Function

FREEPORT MINERALS COMPANY (DEC)

Balance Sheets
1973 1972

PROPERTY, PLANT AND EQUIPMENT, AT 
COST (NOTE 3);

Land and le a s e h o ld s . . . . . . . . . . . . . . . . . . . . . . . . . . .  $45,942,000 $46,234,000
Plant and e q u ip m e n t .. . . . . . . . . . . . . . . . . . . . . . . . . . .  248,946,000 242,161.000

294,888,000 288,395,000
Less, Accum ulated depreciation and am or

tization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  152,066,000 140,443,000
$142,822,000 $147,952,000

Statem ents of Incom e

COSTS AND EXPENSES
P roduction and delivery c o s ts . . . . . . . . . . . . . . .  $115,422,000 $101,537,000
Exploration and developm ent c o s ts . . . . . . . .  3,461,000 3,990,000
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . .  12,998,000 13,787.000
Selling, general and adm inistrative expens

es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,632,000 7,458,000
Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,011,000 12,084,000

$152,704,000 $138,856,000

Notes To Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies Depreciation and Amortization -  The Company 
computes depreciation and amortization of property, 
plant and equipment over estimated useful lives, gener
ally on the unit-of-production method for producing 
mineral properties and on the straight-line method for 
other assets.

Note 3: Major categories of property, plant and equip
ment at December 31 were as follows (amounts in thou
sands):

Land
and

Lease
holds

Plant
and

Equip
ment Total

Un
amor
tized

Balance
1973
S u lp h u r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,022 $121,739 $127,761 $51,925
P hosphate . . . . . . . . . . . . . . . . . . . . . . . . . .  7,886 70,109 77,995 53,495
K a o lin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,617 28,856 32,473 24,860
P o ta s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,524 17,667 29,191 3,469
Oil and g a s . . . . . . . . . . . . . . . . . . . . . . . . .  12,750 6,345 19,095 4,410
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,143 4,230 8,373 4,663
Total.....................................  $45,942 $248,946 $294,888 $142,822
1972
S u lp h u r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,038 $118,727 $124,765 $52,808
P hosphate. . . . . . . . . . . . . . . . . . . . . . . . . .  8,087 67,928 76,015 56,342
K a o lin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,607 27,320 30,927 24,189
P o ta s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,587 17,616 29,203 5,324
Oil and g a s . . . . . . . . . . . . . . . . . . . . . . . . .  12,769 6,329 19,098 4,134
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,146 4,241 8,387 5,155

Total.....................................  $46,234 $242,161 $288,395 $147,952
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Ul INTERNATIONAL CORPORATION (DEC) 

Consolidated Balance Sheets
1973 1972

($ thousands)

PROPERTY, PLANT AND EQUIPMENT
(NOTE 7)........................................  $1,435,346 $1,313,722

Less accumulated depreciation and amorti
zation...... ......................................  431,367 386,525

Net property, plant and equipment.......  $1,003,979 $927,197

Statem ents o f Consolidated Incom e
COSTS AND EXPENSES:
Cost of products sold and other operating 

costs and expenses, excluding deprecia
tion and amortization.......................  $1,110,116 $ 876,286

Selling, general and administrative expens
es, excluding depreciation and amortiza
tion ...............................................  196,186 166,867

Depreciation and amortization............... 66,285 59,145
Interest and debt expense....................  60,942 39,537
Income taxes.....................................  32,514 23,586
Minority interests....... ......................... 8,659 8,717

$1,474,702 $1,174,138
Summary of Significant Accounting Policies
Property, Plant and Equipm ent- Property, plant and 

equipment are recorded at cost. Depreciation is pro
vided principally on the straight-line basis, except for 
certain ocean shipping subsidiaries which use the de
clining-balance method, over the estimated useful lives 
of the related assets. Upon sale or retirement of non
utility properties, costs and related depreciation are 
eliminated and gains or losses are recorded. Upon sale 
or retirement of depreciable utility properties, costs are 
transferred to accumulated depreciation and no gain or 
loss is recognized. Interest and other overhead costs in
curred during construction are added to cost of utility 
plant and ocean vessels.

Notes to Financial Statements
Note 7: Property, Plant and Equipm ent- Property, 

plant and equipment is summarized as follows:
1973 1972

Ocean Shipping................................. $214,044,000 $205,642,000
Electric and Gas Services..................  437,103,000 402,398,000
Energy Systems...............................   65,780,000 59,969,000
Transportation Services.....................  157,049,000 147,106,000
Distribution Services.......................... 85,620,000 73,722,000
Water Management...........................  22,073,000 209,673,000
Waste Management..........................  44,130,000 41,559,000
Land Management and Tourism..........  149,196,000 134,386,000
Other.............................................. 55,351,000 39,267,000

$1,435,346,000 $1,313,722,000

SHELL OIL COMPANY (DEC)

Balance Sheet
1973 1972

PROPERTIES, PLANT AND EQ U IPM EN T... $3,526,924,000 $3,438,870,000

S tatem ent o f Changes In  Financial Position
FUND PROVIDED
Net incom e............................................................ $332,694,000 $260,480,000
Depreciation, depletion, amortization and

retirem ents........................................................  369,078,000 345,759,000
Dry hole costs (included in capital expendi

tures) ..................................................................  72,617,000 51,046,000
Deferred cred its-federal income taxes (re

lated to w rite-o ffs)...........................   10,735,000 11,332,000

Total Provided From Operations..............  $785,124,000 $668,617,000
Accounting Policies
Depreciation, Depletion and Amortization -  Deprecia

tion, depletion and amortization of the capital cost of 
producing properties, both tangible and intangible, are 
provided for on a unit of production basis. Developed 
reserves are used in computing unit rates for tangible 
and intangible development costs and proved reserves 
for depletion of leasehold costs. In all cases the unit de
termination is by field. Other plant and equipment are 
depreciated on a straight line basis over their estimated 
useful lives. On a cycle basis asset lives are reviewed for 
propriety of estimated useful life. Changes in deprecia
tion rates, if any, are prospective only. Differing rates or 
deductions are used for tax purposes.

Maintenance, Repairs and Retirement o f Properties-  
Major renewals and betterments are charged to the 
property accounts while minor replacements, mainte
nance and repairs which do not improve or extend life 
are expensed currently. At the time properties are re
tired or otherwise disposed of in the normal course of 
business, the cost is charged against the accumulated 
provision: however, if the retirement relates to a casu
alty or material obsolescence, the loss or gain is reflect
ed in current income.
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Notes to Financial Statements

Note 4: Properties, Plant and Equipment

1973 Capital 
Expenditures

Investment 
December 3 1 , 1973

Investment 
December 3 1 , 1972

Am ount % Cost Net % Cost Net %

(Thousands of Dollars)
Exploration and Production:

Producing properties (incl. d rilling) $245,841 42 $2,992,855 $1,236,408 35 $2,869,565 $1,225,186 36
Unproven leaseho lds.. . . . . . . . . . . . . . 46,568 8 240,935 181,914 5 237,218 209,755 6
O ther fa c ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . 4,704 1 53,731 17,184 — 52,417 17,620 1

Oil R e fin e rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,506 8 1,254,498 626,617 18 1,215,948 619,731 18
Chemical P la n ts . . . . . . . . . . . . . . . . . . . . . . . . 67,888 12 735,845 427,031 12 704,999 394,038 11
Service S ta tio n s . . . . . . . . . . . . . . . . . . . . . . . . 47,981 8 722,355 576,556 16 709,074 573,385 17
Other M arketing F a c ilit ie s . . . . . . . . . . . 20,885 4 259,040 129,653 4 237,970 115,123 3
P ip e lin e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,099 8 403,798 201,232 6 368,881 177,289 5
Other Transportation F a c ilit ie s . . . . . 10,549 2 31,760 24,258 1 21,325 15,154 ______

Miscellaneous F a c ilit ie s . . . . . . . . . . . . . . 43,560 7 141,310 106,071 3 140,258 91,589 3
Total.................................................... $580,581 100 $6,836,127 $3,526,924 100 $6,557,655 $3,438,870 100

THE STANDARD OIL COMPANY (AN OHIO 
CORPORATION)

Balance Sheet
1973 1972

($ thousands)
PROPERTY, PLANT, AND EQUIPMENT 

(NET)-NOTE B . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,138,437 $1,128,890

S tatem ent o f Incom e
COSTS AND EXPENSES 
Crude oil, products, m erchandise and ma

teria l costs, and operating e x p e n s e s ...  $1,062,526 $944,853
Selling, general, and adm inistrative ex

penses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  265,034 277,129
D epreciation and d e p le t io n . . . . . . . . . . . . . . . . . . .  67,019 70,876

$1,394,579 $1,292,858
Note A (in part): Maintenance and Repairs- Routine 

maintenance, repairs, renewals, and replacement costs 
are charged against income. Expenditures which mate
rially increase values, change capacities, or extend use
ful lives of facilities are capitalized. Costs of additional 
coal mine facilities required to maintain production after 
a mine reaches the production stage are charged to ex
pense as incurred: however, costs of additional air 
shafts and new portals are capitalized.

Depreciation and Depletion -  Depreciation of proper
ty, plant, and equipment (except for that associated with 
oil and gas production, coal mine development costs, 
mineral lands, and leaseholds) is provided principally by 
the straight-line method. Rates are calculated to extin
guish the cost over estimated useful lives which are per
iodically reviewed and revised based on experience. De
pletion and depreciation of producing oil and gas 
properties and depletion of mine-development costs, 
mineral lands, and leaseholds are computed for each 
field or mine at rates applied to the units of production 
based on experience, except for Alaska where no amor
tization is being provided until production commences.

Property Retirements- Upon sale or retirement of 
property, plant and equipment, the costs and related ac
cumulated depreciation are eliminated from the respec
tive accounts. The resulting gain or loss is included in 
current operations.

Note B: Property, Plant, and Equipm ent- on the 
basis of cost
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December 31, 1973 December 31, 1972

Accum ulated Accum ulated
Depreciation depreciation

Cost and depletion Net Cost and depletion Net

Petroleum ($ thousands) ($ thousands)
Production . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $487,217 $146,410 $340,807 $424,284 $142,909 $281,375
R e fin in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  387,322 172,157 215,165 377,967 163,317 214,650
M a rke tin g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  414,028 118,984 295,044 465,415 118,096 347,319
T ra n s p o rta tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  184,484 21,882 162,602 177,881 21,820 156,061

C o a l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  98,311 47,946 50,365 93,†089 42,449 50,640
C h e m ica ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  92,199 38,958 53,241 88,553 31,254 57,299
P la s t ic s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,757 12,902 13,855 26,667 13,010 13,657
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,178 7,820 7,358 15,913 8,024 7,889

$1,075,496 $567,059 $1,138,437 $1,669,769 $540,879 $1,128,890

THE SUPERIOR OIL COMPANY (DEC)

Consolidated Balance Sheet

1973 1972
PROPERTIES, PLANT AND EQUIPMENT,

AT COST
Undeveloped oil and gas p ro p e rtie s . . . . . . .  $43,935,000 $46,259,000
Producing oil and gas p ro p e r tie s . . . . . . . . . .  76,197,000 68,812,000
Wells and related p roduction  equipm ent 

(exclusive of in tangible developm ent costs) 232,221,000 223,691,000
Gas plants and related fa c il it ie s .. . . . . . . . . . .  23,973,000 22,951,000
A gricu ltu ra l properties and related facilities

(Notes 2 and 6 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  103,235,000 46,724,000
Other properties and e q u ip m e n t. . . . . . . . . . . .  46,923,000 45,958,000

526,484,000 454,395,000
L e ss-A ccu m u la te d  depletion, deprecia

tion and a m o rtiz a tio n . . . . . . . . . . . . . . . . . . . . . . .  210,348,000 196,678,000
$316,136,000 $257,717,000 

Consolidated Statem ents of Incom e and  R etained  
Earnings
OPERATING EXPENSES
O perating c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $42,336,000 $35,349,000
General and ad m in is tra tive . . . . . . . . . . . . . . . . . . .  13,326,000 12,475,000
G eological and g e o p h y s ic a l. . . . . . . . . . . . . . . . . .  16,442,000 19,019,000
Intangible developm ent c o s ts . . . . . . . . . . . . . . . .  32,735,000 34,260,000
N onproductive leases and other properties

a b a n d o n e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,992,000 10,304,000
Depletion, depreciation and am ortization . 19,975,000 19,097,000
Taxes (other than in c o m e ). . . . . . . . . . . . . . . . . . .  11,329,000 11,114,000

$146,135,000 $141,618,000
Summary of Significant Accounting Policies
Undeveloped leases- The acquisition costs of unde

veloped oil and gas properties are capitalized. Subse
quently, such acquisition costs are either; (a) transferred 
to producing oil and gas properties when a lease be
comes productive, or (b) charged to expense prior to or 
when a lease is surrendered or relinquished. Rentals of 
undeveloped oil and gas properties are charged to ex
pense when paid.

Depletion and Depreciation- Depletion and deprec
iation of producing oil and gas properties and related 
equipment are calculated on an individual property 
basis using the unit-of-production method, Depreciation 
of other plant and equipment is calculated on the 
straight-line method in amounts which, in the opinion of 
management, are adequate to allocate the cost of such 
properties over the established useful lives.

Exploratory and Development C osts- Exploratory 
and development costs, including intangible develop
ment costs on productive and nonproductive wells and 
geological and geophysical costs, are charged to ex
pense in the year incurred. Tangible equipment is capi
talized and depreciated as set forth under Depreciation 
and Depletion above.

Agricultural Operations- Expenditures incurred in 
the development or acquisition of productive permanent 
crops (such as citrus, nuts and fruits) are capitalized 
until the trees and vines reach maturity. Beginning with 
the first year of commercial production, development 
costs are amortized on the straight-line method over the 
estimated productive lives of the groves and vineyards.

Expenses required to maintain the groves and vine
yards and to harvest the crops are matched with appro
priate sales and revenues. Crop expenses that relate to 
harvests of a future period are included in prepaid ex
penses on the consolidated balance sheet.

Note 6: Purchase of Agricultural Properties- On May 
18, 1973; Superior Farming Company, a wholly owned 
subsidiary of Superior, acquired certain farm lands, per
manent  crops and related fa rm in g  equipment for  
$12,165,000 cash and assumed $37,509,000 of 6 ½  per
cent and 83¾ percent long-term notes payable. The pur
chase price was allocated to the assets acquired, in
cluding the value of growing crops, based on appraisals 
by the Company’s personnel and independent apprais
ers.
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Property  V a lua tion  A ccounts

ALLIED MILLS, INC. (MAR)

Consolidated Balance Sheet

1973 1972
Property, plant and equipment-net.......  $52,884,000 $53,149,000

Consolidated Statem ent o f Changes in F inancial Po
sition
SOURCE OF WORKING CAPITAL 
Operations;
Net earnings......................................  $4,881,000 $1,986,000
Charges (credit) not requiring working cap

ital;
Depreciation....................................... 4,181,000 5,203,000
Deferred income taxes-noncurrent.......  (585,000) 293,000
Other................................................  463,000 322,000
Provision for loss on disposition of facili

ties, including writeoff of intangibles .... 3,325,000
Total provided from operations............  $12,265,000 $7,804,000

Statement o f Accounting Policies
Property, Plant and Equipm ent- Property, plant and 

equipment are carried at cost. Expenditures for property 
renewals  and improvements are capitalized. When 
properties are retired or otherwise disposed of, the cost 
and related depreciation are removed from the accounts 
and any resulting gain or loss is reflected in earnings. 
Amounts expended for maintenance and repairs are 
charged to operations as incurred.

Depreciation- Depreciation of property, plant and 
equipment is computed principally on the straight line 
method over average lives of 26 years for buildings and 
improvements and 13 years for machinery and equip
ment.

Financial Review

Closing of Facilities- In fiscal 1973, the Company 
provided for losses and costs in connection with the 
discontinuance of the business formerly conducted by 
its Polo Food Products Division and the closing of two 
feed processing facilities, including the writeoff of in
tangibles of $1,194,000. Such charges, net of applicable 
tax benefits, reduced fiscal 1973 net earnings by ap
proximately $2,060,000.

Property, plant and equipm ent- Additions to proper
ty plant and equipment during the nine months ended 
ended March 31 , 1973 amounted to $7,111,000 and were 
$11,492,000 for the year ended June 30, 1972. Net prop-

erty, plant and equipment at March 31, 1973 and June 
30, 1972 consisted of the following:

Land.................................... .......
Buildings......................................
Machinery and equipment................
Construction in progress..................

1973
.... $1,722,000
.... 37,514,000
.... 66,244,000

2,517,000

1972
$1,763,000
37,763,000
62,643,000 
2,188,000

Accumulated depreciation .................
Allowance for closing of facilities......

107,997,000
.... (53,335,000)
.... (1,778,000)

104,357,000
(51,208,000)

$52,884,000 $53,149,000

HYGRADE FOOD PRODUCTS CORPORATION (OCT)

Consolidated Balance Sheet
PROPERTY, PLANT AND EQUIPMENT, AT COST:
L a n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 6,744,522
B uild ings and leasehold im p ro v e m e n ts . . . . . . . . . . . . . . . . .  12,310,819
M achinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,640,367
Delivery e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  179,653
C onstruction in p ro g re s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  775,482

36,650,843
Less accum ulated d e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,832,589

24,818,254
Less allowance fo r revaluation of closed plants (Note 

2 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,112,568
$18,705,686

Consolidated S tatem ent o f Changes in F inancial Po
sition
WORKING CAPITAL PROVIDED FROM:
Earnings before extraord inary i te m s . . . . . . . . . . . . . . . . . . . . .  $4,538,648
Add (deduct) items not a ffecting  w orking capital:
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,480,499
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (106,000)
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (270,199)

W orking ca p ita l p rovided by opera tions, exclusive  
of extrao rd ina ry  i te m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,642,948
Note 2: Allowance for Revaluation of Closed Plants-  

The allowance for revaluation of closed plants repre
sents an accrual for the estimated future expenses of 
closed plants and estimated losses on their disposition, 
which have been computed by management based on 
probable proceeds and time required to effect dispos
als. Details of the changes in the allowance for revalua
tion of closed plants are as follows:
Beginning b a la n c e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,011,590
Add extraordinary charge to  operations:
C orrection of p rio r years estimates regard

ing losses and expenses to  be incurred 
upon disposition of plants and equipm ent $400,000 

Provision fo r cu rren t year p lant closings 
and term inated o p e ra tio n s . . . . . . . . . . . . . . . . .  904,956 1,304,956

7,316,546
Less expenses and net d isposition losses 

incurred during the y e a r . . . . . . . . . . . . . . . . . . .  1,203,978
E nding b a la n c e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,112,568
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INVESTMENTS IN VOTING STOCK OF 
INVESTEE COMPANIES

ARB No. 51, as amended by APB Opinion No. 10, stip
ulated that investments in unconsolidated domestic 
subsidiaries “ should be adjusted for the consolidated 
group’s share of accumulated undistributed earnings 
and losses since acquisition.’’ APB Opinion No. 18, ex
tended the required use of the equity method to invest
ments in foreign subsidiaries, investments in corporate 
joint ventures, and, under specified circumstances, in
vestments in less than 50% owned companies. Account
ing for the tax effect of undistributed earnings of an in
vestee company is discussed in APB Opinion No. 23  and 
APB Opinion No. 24, both of which were issued in April 
1972 and were effective for fiscal periods beginning 
after December 31, 1971.

Tables 2-23, 2-24, 2-25, and 2-26 summarize the bal
ance sheet presentation of investments of 20% or more 
of the voting stock of an investee. Table 3-24 summa
rizes the income statement presentation of such invest
ments.

Opinion No. 18 sets forth procedures to be followed 
and disclosures to be made by an investor in applying 
the equity method. Examples of such disclosures follow.

TA B LE 2-24: 50%  O W N E D  C O M P A N IE S  
V A LU A TIO N

Domestic and Canadian; 1973 1972 1971 1970
Cost plus equity in accumulated 

earnings. . . . . . . . . . . . . . . . . . . . . . . . . 71 43 45 31
Equity in net assets. . . . . . . . . . . . . 25 18 32 32
Cost (or substantially at cost).... 3 4 9 28
Other, or basis of valuation not 

set fo rth . . . . . . . . . . . . . . . . . . . . . . . . . 2 1 8 14

Subtotal.................................... 101 66 94 105
Foreign (excluding Canada):
Cost plus equity in accumulated 

earnings. . . . . . . . . . . . . . . . . . . . . . . . . 41 33 35 18
Equity in net assets. . . . . . . . . . . . . 20 11 13 24
Cost (or substantially at cost).... - - 7 19
Other, or basis of valuation not 

set fo rth . . . . . . . . . . . . . . . . . . . . . . . . . 8 1 6 6

Subtotal.................................... 69 45 61 67
Total presentations.................. 170 111 155 172
Number of Companies
With investment account for 

50%-owned companies. . . . . . . . 127 101 121 132
With no such account. . . . . . . . . . . 473 499 479 468

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

TA B LE 2-23: U N C O N S O LID A TE D  S U B S ID IA R IE S  
- V A LU A TIO N

Domestic and Canadian 1973 1972 1971 1970
Cost plus equity in accumulated

earnings. . . . . . . . . . . . . . . . . . . . . . . . .  111 80 72 43
Equity in net assets. . . . . . . . . . . . .  38 80 80 88
Other, or basis not set fo r th ...  18 26 37 57
Subtotal.....................................  167 186 189 188
Foreign (excluding Canada):
Cost plus equity in accumulated

earnings. . . . . . . . . . . . . . . . . . . . . . . . .  79 48 44 29
Equity in net assets.. . . . . . . . . . . .  22 43 45 42
Cost (or substantially at cost).... 18 26 49 64
Other, or basis not set fo r th ...  11 12 20 24
Subtotal....................................  130 129 158 159
Total Presentations.................. 297 315 347 347
Number of Companies
With investment account for un

consolidated subsidiaries.....  203 234 241 259
With no such account. . . . . . . . . . .  397 366 359 341
Total........................................  600 600 600 600

AMERICAN ELECTRONIC LABORATORIES, INC. (FEB) 

Consolidated Balance Sheet
1973 1971

Investments and advances (Notes 1, 2, 3 
and 5 ) .................................................................  $3,428,662 $1,896,862

Consolidated S tatem ent o f Operations
Income (loss) before income taxes, equity 

in income of unconsolidated affiliates and
extraordinary i te m .........................................  $(2,165,057) $ 750,973

Provision for (reduction of) income taxes 
(Note 6 ) .............................................................. (181,850) 445,071

(1,983,207) 305,902
Equity in income of unconsolidated affili

ates, net of applicable income taxes, ex
cluding extraordinary item (Note 3 ) ........  160,730 18,112

Income (loss) before extraordinary Item . $(1,822,477) $ 324,014
Note 1 (in part): Significant Accounting Policies: In

vestments in Unconsolidated Affiliates—  The Company 
accounts for its investments in A.E.L. Israel Limited 
(AEL Israel) and Butler Aviation International, Inc. (But
ler) on the equity method (Note 3).

Note 2: Change of Fiscal Year- By action of the 
Board of Directors on October 18, 1972, the Company 
changed its financial reporting period from a year end
ing November 30 to a 52 or 53 week period ending on 
the last Friday of February.

The results of operations for the transition period, De
cember 1, 1971 to February 25, 1972 (which are not in
dicative of results of a complete fiscal year), were as fol
lows:
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S a le s ............................................................................................. $5,947,069
Retained earnings, December 1 ,  1971 ...........................  $1,244,970
Net loss -  ($.04 per sh are )................................................  (59,904)
Retained earnings, February 25, 1 9 7 2 ............................. $1,185,066

In order to facilitate the change in the Company’s 
year-end, the net loss for the transition period does not 
include amounts related to the Company’s equity in the 
respective net income of AEL Israel and Butler. These 
companies have not changed their fiscal years. See 
Note 3 as to fiscal periods of the affiliates included in 
the accompanying financial statements.

Note 3: Investments
(a) The Company’s investment in the capital stock of 
AEL Israel has decreased from 74% at November 30, 
1971 to 50% at February 23, 1973. Accordingly, the fi
nancial statements for the year ended November 30, 
1971, which previously included the accounts of AEL Is
rael on a consolidated basis, have been restated to re
flect the Company’s investment on the equity method. In 
applying the equity method the Company has used the 
financial statements of AEL Israel at November 30, 1972 
and 1971 and for the years then ended.

(b) In December, 1969, the Company exchanged all 
of the shares of a then wholly-owned subsidiary, Moo
ney Aircraft Corporation (Mooney), for 143,900 unreg
istered shares of Series B voting convertible preferred 
stock of Butler. The underlying net asset value of the 
shares of Mooney at the time of the exchange ($737,953) 
was assigned to the Butler shares.

During 1971, the Company exchanged the above 
shares for an equivalent amount of Butler’s unregistered

TA B LE 2-25: O THER U N C O N S O LID A TE D  
C O M P A N IE S  -  V A LU A TIO N

Domestic and Canadian; 1973 1972 1971 1970
Cost plus equity in accumulated

earnings. . . . . . . . . . . . . . . . . . . . . . . . .  155 95 39   30
Equity in net assets. . . . . . . . . . . . .  29 74 51  
Cost (or substantially at cost).... 11 21 49 98
Valuation basis not set fo rth ...  3 3 8 14
Subtotal....................................  198 193 147 , 142
Foreign (excluding Canada);
Cost plus equity in accumulated

earnings. . . . . . . . . . . . . . . . . . . . . . . . .  88 53 34 9
Equity in net assets. . . . . . . . . . . . .  19 37 39
Cost (or substantially at cost).... 6 16 37 75
Valuation basis not set fo rth ...  3 1 6 14
Subtotal....................................  116 107 116 98
Total Presentations.................. 314 300 263 240
Number of Companies
With investment account for less

than 50% owned companies.... 237 228 192 188
With no such account. . . . . . . . . . .  363 372 408 412

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

TA B LE 2-26: IN V E S T M E N T S  IN  C O M M O N  STO C K  
OF IN V E S TE E  C O M P A N IE S

Balance Sheet Caption 1973 1972 1971 1970
Investments. . . . . . . . . . . . . . . . . . . . . . . 206 191 180 193
Investments and advances.. . . . . 117 109 118 125
Investments and receivables.... 21 21 20 7
Investments and other assets.. 40 30 31 21
Caption does not include term 

“ Investments” . . . . . . . . . . . . . . . . . . . 11 40 30 31

Total Captions......................... 395 391 379 377
Number of Companies
Presenting caption for investment 

in common stock of investees 327 325 330 327
Not presenting such a caption... 273 275 270 273

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

common stock which the Company has the right to re
quest Butler to register. Subsequently, the Company 
purchased 81,630 additional shares of Butler common 
stock at a cost of $712,982, bringing the Company’s ag
gregate cost to $1,450,935. The 225,530 shares of Butler 
stock owned by the Company represent approximately 
21% of the voting stock of Butler. The market value of 
Butler common stock at February 23, 1973 was $8.625 
per share.

The Company has adopted the equity method of ac
counting for its investment in Butler in accordance with 
Opinion No. 18 of the Accounting Principles Board of 
the AICPA. In this connection, the excess of the carrying 
value of Butler over the underlying equity in the net as
sets ($352,520) is being amortized over forty years. The 
financial statements for the year ended November 30,
1971 have been restated to reflect this change which re
sulted in an increase in net income of $74,138 ($.04 per 
share). In applying the equity method, the Company has 
used the financial statements of Butler at December 31,
1972 and 1971 and for the years then ended.

(c) During 1970, Butler withdrew from the aircraft 
manufacturing business and is negotiating for the sale 
of the related assets. The ultimate realization of Butler’s 
a i r c r a f t  m a n u fa c tu r in g  assets in the am o u n t  of 
$2,812,000 at December 31, 1972 and $3,377,000 at De
cember 31, 1971 (less a credit of $2,096,000 resulting 
from settlement of a debt) is not presently determinable. 
Butler also had outstanding purchase order commit
m e n ts  of  $ 1 ,1 0 0 ,0 0 0  at December  31, 1972 and 
$2,680,000 at December 31, 1971, and was contingently 
liable on additional purchase orders of $754,000 and a 
note payable of $260,000 at December 31, 1972. Butler 
management does not anticipate further losses resulting 
from the discontinuance and ultimate disposition of all 
its aircraft manufacturing assets. As a result of the fore
going, the Company’s equity in the net income of Butler 
is subject to such adjustment, if any, as may result from 
the ultimate resolution of these matters.
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(d) Summarized financial information of AEL Israel at 
November 30, 1972 and 1971 and Butler at December 
31, 1972 and 1971 and for the respective years then 
ended is as follows:

AEL Israel

1972 1971
A sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,207,446 $3,449,230
L ia b ili t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,478,064 2,149,269
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  73,517 46,579

Butler

1972 1971
A sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $24,431,000 $24,793,000
L ia b ili t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,532,000 19,693,000
Income before extraord inary i te m .. . . . . . . . .  996,000 343,000
E xtraordinary i t e m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,061,000 665,000
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,057,000 1,008,000

CORNING GLASS WORKS (DEC) 

Consolidated Balance Sheets

INVESTMENTS

1973 1972
($ Thousands)

Associated com panies, at e q u ity . . . . . . . . . . . .
Other, at c o s t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$87,275
3,977

$81,010
3,299

$91,252 $84,309
Consolidated Statem ents o f Incom e and  

Earnings
R etained

Income before equity in earnings of associ
ated com panies and extraordinary items 

Equity in earnings of associated com panies
$52,564

17,818
$43,881

9,565
Income before extraordinary item s......... $70,382 $53,446

Statement o f Accounting Policies
Principles of Consolidation -  The consolidated finan

cial statements include the accounts of all significant 
subsidiary companies.

The equity method of accounting is used for all in
vestments in associated companies in which the com
pany’s interest is 20% to 50%, except Owens-Corning 
Fiberglas Corporation. The company, under a 1949 con
sent decree, is enjoined from exercising any control 
over Owens-Corning Fiberglas Corporation. Under the 
equity method, the company recognizes its share in the 
net earnings or losses of these associated companies as 
they occur rather than when dividends are received. In
vestments in Owens-Corning Fiberglas Corporation and 
in companies in which the ownership interest is less 
than 20% are carried at cost.

Notes to Consolidated Financial Statements
Investments- Investments in associated companies 

accounted for at equity amounted to $87,275,000 at De
cember 30, 1973, and $81,010,000 at December 31, 1972. 
Of these amounts, $71,800,000 and $62,725,000, respec
tively, represented Coming’s equity in the combined net 
assets of Dow Corn ing  Corporat ion and Pittsburgh 
Corning Corporation, 50 percent owned joint ventures. 
The combined financial position and results of opera
tions of these joint ventures is summarized as follows:

1973 1972
($ thousands)

W orking c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $83,044 $70,485
Property, p lant and e q u ip m e n t-n e t. . . . . . .  95,063 87,409
Other a s s e ts - n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,862 9,320
Loans payable beyond one y e a r . . . . . . . . . . . .  (43,369) (41,7650
Net asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $143,600 $125,449
C om ing ’s equity in net a s s e ts . . . . . . . . . . . . . . .  $71,800 $62,725
Results o f operations
Net s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $271,228 $214,270
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $27,900 $18,742
C om ing ’s equity  in net in c o m e .. . . . . . . . . . . .  $13,950 $9,371

A list of investments accounted for at equity appears 
on page 30. Consolidated retained earnings includes 
equity in undistributed earnings of all equity basis com
panies of $60,884,000 at December  30, 1973, and 
$50,670,000 at December 31, 1972. Dividends received 
from equity basis companies were $1,149,000 in 1973 
and $1,402,000 in 1972.

Owens-Corning Fiberglas Corporation dividends of 
$3,308,000 in 1973 and $3,132,000 in 1972 are included 
in income. The excess of the quoted market value over 
th e  c o s t  of  t h i s  in v e s t m e n t  was ap p ro x im a te ly  
$163,113,000 at December 30, 1973, and $217,076,000 at 
December 31, 1972.

On May 10, 1973, Corning increased its ownership of 
James A. Jobling & Co. Ltd. from 40% to 100% for 
$18,100,000 in cash. The accounts of Jobling are in
cluded in the consolidated financial statements from the 
date of purchase. The results of Jobling’s operations in 
relation to the total consolidated results of operations 
were not significant.

Page 30
Principal Associated Companies 

EQUITY BASIS INVESTMENTS 
(Percent owned in parentheses)

Borosil Glass Works Limited
Bombay, India
(48.9%)

Corning Glass Pakistan Limited
Karachi, Pakistan
(47.7%)
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Crown Corning Limited 
Sydney, N.S.W., Australia 

(50%)

Dow Corning Corporation 
Midland, Mich.
(50%)

Four-Phase Systems, Inc. 
Cupertino, Calif.
(24.8%)

Iwaki Glass Company, Ltd.
Tokyo, Japan
(49.8%)

Pittsburgh Corning Corporation 
Pittsburgh, Pa.

(50%)

Samsung Corning Company Ltd.
Seoul, Korea
(50%)

Siecor G.m.b.H.
Munich, Germany 
(50%)

CHEMETRON CORPORATION (DEC)

Consolidated Balance Sheets
1973 1972

($ thousands)
INVESTMENTS, ADVANCES AND OTHER 

ASSETS:
Investments in and advances to  a ffilia ted 

c o m p a n ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,000 $3,901
Consolidated Statem ents o f Earnings and R etained  

Earnings
Earnings of consolidated co m p a n ie s ......  $9,781 $7,581
Equity in earnings of affilia ted com panies 661 649
Net earnings fo r the y e a r . . . . . . . . . . . . . . . . . . . . .  $10,442 $8,230

Summary of Significant Accounting Policies
Basic of Consolidation—  The accompanying consoli

dated financial statements include all domestic and for
eign subsidiaries. Investments in domestic and foreign 
50%-owned affiliates are carr ied at cost plus undistri
buted earnings since acquisition. All significant inter
company accounts, transactions and profits have been 
eliminated.

Notes to Consolidated Financial Statements
Note 2: Foreign and Affiliated Com panies-Financial 

data relating to foreign and affiliated companies is 
shown below (thousands of dollars):

Consolidated
Foreign

Subsidiaries

Total a sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Equity in net a sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net sales to  c u s to m e rs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

*Chemetron’s share of these earnings was $437 thou
sand (foreign) and $224 thousand (domestic): and $397 
thousand (foreign) and $252 thousand (domestic) in 
1973 and 1972, respectively.

The Company experienced an unrealized foreign ex
change gain of $66 thousand in 1973 and a loss of $486 
thousand in 1972.

Unrecorded gains on unperformed forward exchange 
contracts at December 31, 1973, based on exchange 
rates then in effect, amounted to $130 thousand. There 
were no unperformed forward exchange contracts at 
December 31, 1972.

Unconsolidated
Foreign

Affilia tes

Unconsolidated
Domestic
A ffilia tes

1973 1972 1973 1972 1973 1972
$27,995 $26,476 $9,678 $8,097 $5,699 $5,313

6,462 5,781 6,437 4,949 1,579 1,630
21,637 20,486 2,061 1,582 2,056 1,831
33,272 26,589 12,417 9,541 10,638 9,608

2,093 876 792* 737* 447* 504*
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FOOD FAIR STORES, INC. (JUL)

Consolidated S tatem ent o f Financial Condition
1973 1972

INVESTMENTS (Notes 1,4 and 5);
Fields Credit Corp................................ $ 6,022,000
Amterre Development Inc......................  9,172,000 8,915,000
Other subsidiaries...............................  4,337,000 3,768,000
Miscellaneous..................................... 1,299,000 1,933,000

$20,830,000 $14,616,000 
Consolidated Statem ent of Incom e

INCOME;
S a l e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,092,127,000 $1,980,458,000
Equity in earnings of unconsolidated sub

sidiaries ..........................................  778,000 872,000
Other................................................  1,828,000 1,373,000

2,094,733,000 1,982,703,000
Note 1 (in part): Summary of Significant Accounting 

Policies:
Basis o f Consolidation- The consolidated financial 

statements include the accounts of the Company and its 
wholly and majority owned subsidiaries, except the life 
insurance and credit companies.

Investments in the life insurance and credit com
panies, 50% owned companies and Amterre Develop
ment Inc. are stated at the Company’s equity in net as
sets.

Investments, Miscellaneous— Miscellaneous invest
ments are stated at cost.

Note 4: Investment, Fields Credit Corp. -  Fields Cred
it Corp. commenced operations on July 25, 1973 and 
purchased the revolving credit and installment sales ac
counts of J. M. Fields, Inc. subject to the related un
earned income and the allowance for doubtful ac
counts.The accounts transferred and subsequently ac
quired by Fields Credit Corp. are with recourse to J. M. 
Fields, Inc. and Food Fair Stores, Inc. Pre-tax earnings 
of $44,525, to July 28, 1973, representing the excess of 
interest earned over interest expense has been included 
in the consolidated statement of income as a reduction 
of interest expense. The balance sheet of Fields Credit 
Corp. at July 28, 1973, is as follows:
ASSETS
Customers’ receivables purchased from J. M. Fields,

Inc., net of unearned income of $1,194,628 and provi
sion for doubtful accounts of $473,730 ..............  $31,066,724

LIABILITIES
Notes payable, banks.........................................  $21,000,000
Advances from Food Fair Stores, Inc..................... 4,025,699
Accrued expenses.............................................  18,773
Equity of Food Fair Stores, Inc............................. 6,022,252

$31,066,724
Note 5: Investment, Amterre Development Inc. -  The 

Company owns all of the preferred stock and 40% of the 
common stock of Amterre Development Inc. At July 28, 
1973, the value of the preferred stock was $2,000,000 
and th e  m a rk e t  value of the co m m on st ock  was 
$6,666,667, based on a quoted bid price of $2 per share.

Net earnings of Amterre Development Inc. included 
in the consolidated statement of income were $235,000

($.03 per share) in 1973 and $520,000 ($.07 per share) 
in 1972.

Condensed financial statements of Amterre Develop
ment Inc. and subsidiaries are as follows;

(000 om itted, except 
per share am ounts)

Consolidated Balance Sheet
Dec. 31, Dec. 31,

ASSETS
Investment in property and equipment, at

1972 1971

cost, net of accumulated depreciation .. $234,451 $218,993
Other ................................................ 9,911 11,269

LIABILITIES
$244,362 $230,262

Notes, mortgages and debentures payable $201,617 $162,198
Construction loans payable................... 7,431 33,953
Other ................................................ 15,382 14,874

224,362 $230,262
Shareholders’ equity............................ 19,932 19,237

$244,362 $230,262

Year ended
December 31,

Consolidated Statem ent o f Incom e
1972 1971

Income.............................................. $30,418 $23,671
Expenses, net ..................................... 29,510 21,495
Income before income taxes................. 908 2,176
Income taxes..................................... 154 659
Net income....................................................
Earnings per common share and common

$754 $1,517

share equivalent.............................. $.08 $.17

GENERAL AMERICAN TRANSPORTATION 
CORPORATION (DEC)

Consolidated B alance Sheet
1973 1972

INVESTMENTS AND OTHER ASSETS
($Thousands)

Investments in and advances to unconsol
idated subsidiaries...........................

Investments in other companies-at cost
$160,000 $131,448

less allowance................................. 2,379 8,175

Statem ent o f Consolidated Incom e
Income before equity in undistributed net

income of unconsolidated subsidiaries . $39,662 28,213
Equity in undistributed net income of un

consolidated subsidiaries................... 14,890 11,579

Income before extraordinary charge.......
Notes to Financial Statements

$54,552 $39,792

Note A (in part): Principles of Consolidation -  The fi
nancial statements include, on a consolidated basis, the 
accounts of GATX and its United States subsidiaries, ex
cept those engaged in banking, finance leasing, ocean 
shipping, real estate and insurance operations. GATX’s
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investments in and the operating results of all unconsol
idated subsidiaries (including 20%-to 50%-owned affili
ates) are accounted for on the basis of the equity meth
od.

Note C: Investments in Unconsolidated Subsidiaries-  
GATX’s investments in and advances to unconsolidated 
subsidiaries at December 31, 1973 and 1972 consisted 
of the following (in thousands):

December 31, December 31,
1973 1972

Outside Outside
United The United United The United
States States States States

Banking. . . . . . . . . . . . . . . . . . . . . . . . . . .  $19,886 $--- - -  $23,613 $-----
Finance leasing. . . . . . . . . . . . . . . . . . . . . .  19,744 24,791 20,992 18,969
Ocean shipping. . . . . . . . . . . . . . . . . . . . . .  13,522 40,130 12,157 28,340
Other services, manufacturing,

real estate, and insurance. . . . .  21,955 19,972 9,572 17,805
$75,107 $84,893 $66,334 $65,114

GATX’s equity in net income of unconsolidated sub
sidiaries was as follows (in thousands);

Year Ended December 31
1973 1972

Outside Outside
United The United United The United
States States States States

Equity in net: 
income (loss):
Banking. . . . . . . . . . . . . . . . . . . . . . . . . . . $2,404 $ - - - $2,560 $---- -
Finance leasing. . . . . . . . . . . . . . . . . . . 4,138 1,940 3,943 2,387
Ocean shipping. . . . . . . . . . . . . . . . . . .
Other services, manufacturing,

1,225 4,154 1,197 2,677

real estate, and insurance. . . . . 373 3,459 (37) 2,798

8,140 9,553 7,663 7,862
Less dividends received. . . . . . . . .
Equity in undistributed net in-

1,110 1,693 1,091 2,855

come...................................... $7,030 $7,860 $6,572 $5,007

NATIONAL DISTILLERS AND CHEMICAL 
CORPORATION (DEC)

Consolidated Balance Sheet
1973 1972

Investments in and advances to associated 
companies (note 4)..........................  $31,651,000 $31,137,000
Consolidated Statem ent o f Incom e and  Retained  

Earnings
$84,721,000 $64,625,000 

Provision for taxes on income..............  41,455,000 30,085,000
43,266,000 34,540,000

Minority interests in earnings of subsidiar
ies .................................................  (2,358,000) (1,207,000)

Share of earnings of associated com
panies-net (note 4).......................... 5,430,000 1,683,000

Income before extraordinary gain.......... $46,338,000 $35,016,000

Summary of Accounting Policies
Investments in Associated Companies- Investments 

in associated companies are accounted for under the 
equity method, i.e., at cost, increased or decreased by 
the Company’s share of earnings or losses, less divi
dends. Associated companies include significant com
panies in which the Company has at least a 20%, but not 
more than a 50%, interest.

Notes to Financial Statements
Note 4: Investments in and Advances to Associated 

Companies
December 31, 

1973 1972
Investments........................................ $31,564,000 $31,057,000
Advances........................................... 87,000 80,000

$31,651,000 $31,137,000
The Company’s principal investments in associated 

companies consist of 50% interests in two U.S. corpora
tions, National Helium Corporation and National Petro 
Chemicals Corporation, a 50% interest in RMI Company, 
a domestic partnership, and a 28% interest in Poliolefi
nas, S.A., a Brazilian corporation. Summary financial in
formation for all associated companies as a group is as 
follows:

1973 1972
Total assets........................................ $173,626,000 $164,739,000
Combined equity................................. 68,815,000 67,398,000
National’s share of equity.....................  31,564,000 31,057,000
Revenues........................................... 146,623,000 94,842,000
National’s share of earnings.................  5,430,000 1,683,000
National’s share of dividends................  3,040,000 5,833,000

The Company’s share of the undistributed earnings 
of associated companies was $14,278,000 at December 
31, 1973.

In computing its taxable income, the Company de
ducts its share of the partnership loss. The estimated 
tax reduction ($1,846,000 in 1973 and $2,350,000 in 
1972) has been offset against the partnership loss in
cluded in share of earnings of associated companies.

Approximately 52% of National Helium’s 1973 reve
nues and 42% of its operating income were from the 
sale of helium to the U.S. Government. The Government 
has served notice to terminate the helium contract and 
refused to accept helium deliveries after November 12,
1973. National Helium suspended its helium extraction 
operations on that date. The dispute between National 
Helium and the Government is under litigation. It is not 
possible to state whether the contract has been lawfully 
terminated or, if terminated, the date of such termina
tion. While National Helium’s 1974 earnings will be de
pendent only on its hydrocarbon processing and mar
keting operations, which were profitable in 1973, the 
Company believes resolution of this matter will not have 
a materially adverse effect on its financial position or re
sults of operations. National Distillers’ share of National 
Helium’s net income amounted to $4,020,000 in 1973 
and $2,825,000 in 1972.
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The Company is contingently liable in respect of in
debtednesses of certain of the associated companies for 
moneys borrowed. At December 31, 1973, the maximum 
amount of such contingent liability is estimated at 
$23,000,000 assuming the other investor in one of the 
associated companies involved makes its required con
tribution should the liability arise.

PENN FRUIT CO., INC. (AUG)

Consolidated Balance Sheet
1973 1972

Investments in a ffil ia te s -N o te  2 . . . . . . . . . . . .  $1,294,176 $3,090,269
Consolidated Statem ent o f Operations

COSTS AND EXPENSES AND OTHER IN
COME

Cost o f m erchandise s o ld . . . . . . . . . . . . . . . . . . . .  $256,203,364 $289,525,294
O perating e x p e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  70,327,374 74,083,975
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . .  3,058,539 3,089,930
Equity in the losses (earnings) of affilia tes

-N o te  2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  125,513 (290,367)
Real estate g a in -N o te  2 . . . . . . . . . . . . . . . . . . . . . .  (374,095)
Recovery o f taxes on in c o m e -N o te  6 . . . .  (2,484,000) (295,000)

Note2:lnvestments in a ffilia tes- The company’s in
vestments in affiliates is comprised primarily of the cap
ital investments in, advances to and equity in undistri
buted earnings ($438,564 in 1973, $574,877 in 1972) of 
Market Center Realty Co. and Marlton Joint Ventures.

Market Center Realty Co. and its subsidiaries are en
gaged in acquiring land for development or sale and in 
leasing supermarkets, other operating properties and 
retail and transportation equipment primarily to Penn 
Fruit Co., Inc. The company owns 45% of the Class A 6% 
cumulative voting common stock of Market Center Re
alty Co. The remaining 55% is owned by the Penn Fruit 
Foundation, a charitable organization. The Class A 
stock is entitled, in liquidation, to the par value of the 
stock plus accrued dividends and 20% of the remaining 
assets. The company also owns 100% of the Class B 
nonvoting common stock which is entitled to receive in 
liquidation the assets remaining after distribution to the 
Class A shareholders.

During the year ended August 26, 1972 Penn Fruit en
tered into 50% owned joint venture partnerships (Marl- 
ton Joint Ventures) for the purpose of developing a tract 
of land situated in the vicinity of Marlton, New Jersey. 
The development plan includes townhouses, apartments 
and property for commercial usage including a shop
ping center. Penn Fruit conveyed land to the partner
ships and the excess of the amount received by Penn 
Fruit over its cost (to the extent of the other venturer’s 
50% interest) was credited to income in fiscal 1972. The 
balance of the excess ($374,095) is carried as deferred 
income in the balance sheet and will be amortized over 
the life of the ventures or as otherwise realized through 
transactions by the joint ventures with outside parties. 
The joint ventures had no income or loss from opera
tions during fiscal 1972 as all costs incurred were for ei
ther land improvements or construction and were, 
therefore, capitalized.

Combined F inancial Position
August 25, August 26,

1973 1972
ASSETS
Land, bu ild ings and equipm ent, under or

held fo r lease or developm ent, at cost, less 
accum ulated d e p re c ia tio n . . . . . . . . . . . . . . . . . . $34,369,019 $24,074,332

C onstruction in p ro g re s s . . . . . . . . . . . . . . . . . . . . . . 2,851,840 2,815,940
Land held fo r sale, at c o s t . . . . . . . . . . . . . . . . . . . 403,953 417,239
Other a sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,415,622 1,064,750

$40,040,434 $28,372,261
LIABILITIES AND SHAREHOLDERS’ EQUI

TY
Long-term  debt (includ ing curren t install

ments) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $33,662,067 $18,276,691
Other l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,659,079 2,123,611
Shareholders’ equity and a d v a n c e s . . . . . . . . 4,719,288 7,971,959

$40,040,434 $28,372,261
Com bined Statem ent o f Operations

52 weeks ended

August 25, August 26,
1973 1972

In c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $6,203,553 $2,000,486
Gains on the sale o f property, n e t ........ 9,034 1,013,747
Costs and e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,471,868 2,200,462
Income (loss) before income taxes......... (259,281) 813,771
Provision fo r (recovery of) taxes on incom e (127,000) 393,000
Net income (loss)......................................... $(132,281) $420,771

NEWMONT MINING CORPORATION (DEC)

Consolidated Balance Sheet
INVESTMENTS;
At cost (page 2 4 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
A t equity (page 2 5 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Statem ent of Consolidated Incom e
GROSS INCOME;
Metal sales and o ther operating re ve n u e . . . . . . . . . . . . . . .
Dividends, interest and o ther in c o m e .. . . . . . . . . . . . . . . . . .
Equity in incom e of a ffilia ted com panies before ex

traord inary ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Net gain on security transactions ( on an identified 

cost b a s is ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$59,753,000
118,142,000

$177,895,000

$427,780,000
11,894,000

3 8 ,9 49,000

3 ,4 0 0 ,000 

$482,023,000

The combined financial position and results of opera
tions of Market Center Realty Co. and the Marlton Joint 
Ventures are summarized below:
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Investm ents a t Cost in Com panies O w ned Less than 20% Decem ber 31, 1973

COMPANIES WITH QUOTED MARKET VALUES
Canadian Export Gas and Oil L im ite d . . . . . . . . . . . . . . . . . .
Cassiar Asbestos Corp., L im ite d . . . . . . . . . . . . . . . . . . . . . . . . . .
C ontinental Oil C o m p a n y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
H ighveld Steel and Vanadium Corp., L td . . . . . . . . . . . . . . .
International M inerals & Chem ical C orp.. . . . . . . . . . . . . . .
St. Joe M inerals C o rp o ra tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Transco Companies, Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
O ther c o m p a n ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

COMPANIES WITHOUT QUOTED MARKET VALUES
Southern Peru Copper C o rp o ra tio n . . . . . . . . . . . . . . . . . . . . . .
O ther c o m p a n ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Sum m ary o f Condensed Financial Data for Companies Ow ned 20% to 50%, Reported on Equity Basis For the 
Year Ended D ecem ber 31, 1973 (0 00 ’s omitted)

Shares of Quoted 1973
Common Percentage Market Dividend
Stock Owned Cost Values Income

1,533,232 18.8 $3,145,000 $4,791,000 $ - - -
728,610 13.3 5,971,000 6,805,000 437,000

1,895,924 3.8 11,565,000 103,565,000 3,098,000
6,700,000 11.9 9,726,000 14,524,000 501,000

377,600 3.4 4,365,000 14,207,000 162,000
712,346 8.4 8,963,000 25,555,000 1,076,000
363,205 1.6 793,000 4,404,000 407,000

— — 2,158,000 6,991,000 168,000

46,686,000 480,842,000 5,849,000

80,196 10.3 3,562,000 — —

— — 9,505,000 — —

13,067,000 — —

Bethlehem
Copper

Corporation
Foote
Mineral

Palabora
Mining
Company

Sherritt
Gordon
Mines

Tsumeb
Corporation

Ltd. Company Limited Limited Limited Total
FINANCIAL POSITION-  
December 31, 1973
Current a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $68,369 $44,973 $47,019 $62,010 $50,926
Current l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,150 19,107 42,393 37,168 22,341
Net working capital............................................................................ 51,219 25,866 4,626 24,842 28,585
Property, p lant and m ine developm ent, n e t . . . . . . . . . . . . . . . . . . . . . . . . . . 16,903 42,107 115,532 106,032 12,034
Other assets, n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,558 254 13,896 12,966 3,424
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,404) (1,846) (49,315) (12,504) (3,838)
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (537) (7,700) (11,250) (42,057) —

Net assets........................................................................................... $66,739 $58,681(1) $73,489 $89,279 $40,205
RESULTS OF O P E R A T IO N S -1973
S a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $48,942 $86,431 $174,710 $123,066 $84,611
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $16,572 $ 2,812 $ 60,539 $ 20,578 $22,532
PERCENTAGE OWNED . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.5 32.8(1) 28.6(2) 39.7 35.0(3)
NEWMONT’S COST PLUS EQUITY IN UNDISTRIBUTED EARN

INGS SINCE DATES OF AC Q U IS IT IO N . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $28,834 $16,204 $21,994 $36,770 $14,340 $118,142
QUOTED MARKET VALUES OF NEWMONT’S OWNERSHIP AT 

DECEMBER 31, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $21,721 $5,187 $115,095 $70,400 $ - - -
NEWMONT’S EQUITY IN NET IN C O M E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,662 $590 $17,307 $7,956 $7,854 $37,369(5)
DIVIDENDS TO N EW M O N T.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $986- $ - - - $15,539(4) $3,537 $3,660

(1) Assuming conversion of Foote’s convertible preferred stock, Newmont’s percentage ownership would be 27%. 
The liquidating value of the convertible preferred stock was $18,396,000 at December 31, 1973.
(2) Directly owned 2.7%; indirectly owned through Palabora Holdings Company 25.9%.
(3) Directly owned 29.6%; indirectly owned through O’okiep Copper Company Limited 5.4%.
(4) Includes dividend payable to Newmont of $6,057,000 as of December 31, 1973.
(5) The amount $38,949,000 reported on page 22 as equity in income of affiliated companies includes $1,580,000 
for Atlantic Cement Company, Inc. for the first six months of 1973.
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Summary of Significant Accounting Policies
Principles of Consolidation

Companies owned more than 50% - The consoli
dated financial statements include the accounts of the 
Corporation and all of the domestic and foreign subsidi
aries in which Newmont’s ownership is more than 50%. 
(See Note C for accounting treatment of investment in 
Atlantic Cement Company, Inc.)

Companies owned 20% to 50% —  Investments in affili
ated domestic and foreign companies in which New
mont’s ownership is between 20% and 50% are reflected 
on the equity basis of accounting. Newmont’s equity in 
net income or loss of affiliated companies is included in 
the Statement of Consolidated Income and Newmont’s 
equity in net income or loss since dates of acquisition 
less dividends received is added to or deducted from 
the cost of investments and included in Investments on 
the Consolidated Balance Sheet. A Summary of Con
densed Financial Data for these companies is presented 
on page 25.

Companies owned less than 20% — Investments in 
companies owned less than 20% are recorded at cost 
and presented on the Schedule of Investments on page 
24. Dividends received from such companies are in
cluded in the Statement of Consolidated Income.

Combined condensed financial date relating to the af
filiates follows:

Com bined Balance Sheet
1973 1972

Net current assets (includ ing $1,776,200 in 
1973 and $705,300 in 1972 due Company) $11,369,100 $ 7,668,200
Other assets (principa lly p lan t and equip

ment) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,621,500 9,205,700
Long term lia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,943,800 2,507,200

Net assets..................................................... $22,046,800 $14,366,700

Com bined Incom e S tatem ent
1973 1972

Net sa le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $58,276,000 $43,661,000
Costs and e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . 49,518,000 40,304,800
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,607,400 2,226,200

Net income.................................................... $ 5,150,600 $ 1,130,000

BANCO INCORPORATED (SEP)
1973 1972

Consolidated Balance Sheet
Investments in affiliates (notes 1 and 2)... $4,586,937 $2,883,307

Consolidated Statem ent of Incom e
Income from continuing operations before

equity in earnings of affiliates............ $4,055,805 $4,130,018
Equity in earnings of affiliates, net of de

ferred taxes of $254,680 in 1973 and
$34,824 in 1972 ...............................  1,443,180 368,265

Income from continuing operations........ $5,498,985 $4,498,283
Note 1 (in part): International Subsidiaries and Affili

a tes - The consolidated financial statements include 
the accounts of the Company and all of its wholly- 
owned subsidiaries. The Company accounts for its in
vestments in affiliates, Banco Japan Limited (45% inter
est), Australian Controls Limited (16.3% interest) and 
Controles Automaticos S. A. (40% interest) on the equity 
basis of accounting since management deems that its 
investment position in these affiliates is consistent with 
all of the requirements of Accounting Principles Board 
Opinion No. 18. (See Note 2).

Note 2: Investments in A ffilia tes- The amount of in
vestment in affiliates (See Note 1) included in the ac
companying balance sheet approximates the Compa
ny’s underlying equity in the net assets reduced by the 
tax consequences on the Company of receiving its 
share of accumulated earnings being retained by affili
ates, in a taxable transaction. The Company’s equity in 
net earnings of affiliates is determined in accordance 
with the translation policy described in Note 1.

T H E  S U P E R IO R  O IL  C O M P A N Y  (D E C )

Consolidated Balance Sheet 

INVESTMENTS 1973 1972

A f f i l ia t e d  c o m p a n ie s  ( N o te  1)
Canadian Superior Oil Ltd. (owned 53.3%) $81,004,000 $75,265,000 
M cIntyre Porcupine Mines Lim ited (owned

35 .6% ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  73,227,000 66,491,000
Western Platinum Lim ited (owned 24.0%) 14,171,000 13,623,000
Marketable securities, at cost 

Texaco Inc. (3,659,072 and 3,864,072 
shares of com m on stock in 1973 and 1972, 
respectively: quoted market price approxi- 
mately$107,500,000 at Decem ber 3 1 ,  1973) 60,927,000 64,347,000

Other (quoted m arket price approxim ately 
$22,100,000 at December 31, 1973 ......  19,486,000 19,474,000

$248,815,000 $239,200,000

Consolidated Statem ents o f Incom e and  Reta ined  
Earnings
OTHER INCOME (EXPENSE)
Dividends and m iscellaneous in c o m e .....  $8,801,000 $7,937,000
Gain on sale o f 205,000 shares of Texaco

s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,747,000 - - - - - -
Equity in earnings (losses) o f affiliated

com panies (Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,021,000 (2,135,000)
Interest e x p e n s e .. . . . . . . . . . . . . . . . .  . . . . . . . . . . . . .  (14,368,000) (9,939,000)
Income taxes (Note 7 ) . . . . . . . . . . . . . . . . . . . . . . . . . .  (5,051,000) (774,000)

$6,150,000 $(4,911,000)
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Note 1: Investments in Affiliated Companies -  Superi
or accounts for its investments in Canadian Superior Oil 
Ltd. (Canadian Superior), McIntyre Porcupine Mines 
Limited (McIntyre) and Western Platinum Limited (West
ern Platinum), on the equity basis. An analysis of Supe
rior’s investment in these affiliated companies is set 
forth below (in thousands of U.S. dollars):

Total

Canadian 
Superior 

(owned 53.3%)
McIntyre 

(owned 35.6%)

Western 
Platinum 

(owned 24.0%)

Transactions of prior years 
Cost of original investm ent....... 140,659 47,470 81,785 11,404 **
Equity in ea rn in g s . . . . . . . . . . . . . . . . 41,205 29,484 11,721  ------
Dividends re ce ive d . . . . . . . . . . . . . . . . (7,492) — (7,492) —
Amortization of excess cost* (10,721) (3,982) (6,739) —

Investment at December 31, 
1971 ................................. ..... 163,651 72,972 79,275 11,404

Equity in 1972 earnings (losses) 
before extraordinary losses... 420 3.559 (3,139)

Equity in extraordinary losses.... (8,356) — (8,356) —
Amortization of excess c o s t ..... (2,555) (1,266) (1,289) —
Additional advances .................. 2.219 — — 2,219

Investment at December 31, 
1972 ....................................... 155,379 75,265 66,491 13,623

Equity in 1973 earnings before 
extraordinary c re d it................ 14.700 7.005 7,023 672

Equity in extraordinary c re d it... 1,002 — 1,002 —
Amortization of excess c o s t ..... (2,679) (1.266) (1,289) (124)
Investment at December 31, 

1973 ....................................... 168,402 81,004 73,227 14,171
Quoted market value at Decem

ber 31. 1973 ........................... 261,444 46,756
Not

Quoted
Unamortized excess cost at De

cember 31, 1973 .................... 17,740 29,348 2,351
Remaining years over which una

mortized excess cost will be 
amortized on straightline basis 14 23 19

Summarized financial information relating to Canadi
an Superior and McIntyre (both Canadian corporations 
and audited by auditors other than Arthur Andersen & 
Co.) is set forth below (in thousands of Canadian dol
lars);

Year Ended Year Ended
Dec. 31, 1973 Dec. 31, 1972

Canadian Canadian
Superior McIntyre Superior McIntyre

(owned 53.3%) (owned 35.6%) (owned 53.3%) (owned 35.6%)

Current asse ts . . . . . . . . . . . . . . . . . . . . .  30.154   8,414 36,581 7,785
Investment in Falconbridge 

(quoted market value
$116,470,000 at December 31,
1 9 7 3 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,729 104.616 1,729 85,948

Other a s s e ts . . . . . . . . . . . . . . . . . . . . . . .  112,696 75,509 108.587 81,638

144,579 188,539 146,897 175,371
Current l ia b ilit ie s . . . . . . . . . . . . . . . . . .  11,518 7,806 19,607 10,179
Long-term lia b ilit ie s . . . . . . . . . . . . . .  8,924 59,403 16,482 65,701
Shareholders’  e q u ity . . . . . . . . . . . . .  124,137 121,330 110,808 99,491

144,579 188,539 146,897 175,371
Revenues. . . . . . . . . . . . . . . . . . . . . . . . . . . .  63,007 43,434 46,397 39,628
Equity in earnings (losses) of Fal

conbridge . . . . . . . . . . . . . . . . . . . . . . . . .    20,516 - - - - - - -  (16,385)
Income (loss) before extraordi

nary ite m s . . . . . . . . . . . . . . . . . . . . . . . .  12,338 18,773 6,619 (8,069)
Extraordinary ite m s . . . . . . . . . . . . . . .    2,648 - - - - - - -  (22,056)

Net income (loss)................... 12,338 21,421 6,619 (30,125)
At December 31, 1973 and 1972, retained earnings in

cluded equity in undistributed earnings of affiliated 
companies of $41,479,000 and $25,777,000, respectively.

*The term “ excess cost” is used to denote the 
amount by which the cost of Superior’s investment in 
the capital stock of each of its affiliates exceeded Supe
rior’s equity in the affiliate’s net assets at the date of ac
quisition.

“ Includes advances of $5,509,000.

Superior’s $8,356,000 equity in the extraordinary loss 
of McIntyre in 1972 was due principally to the write-off 
of certain assets of Falconbridge Nickel Mines Limited 
(Falconbridge), an affiliate of McIntyre. The extraordi
nary credit in 1973 resulted from the recovery of income 
taxes applicable to such loss.

ROCKWELL INTERNATIONAL CORPORATION (SEP) 

Consolidated Balance Sheet
1973 1972

INVESTM ENTS. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $132,063,000 $118,081,000
Consolidated Changes in Financial Position

RESOURCES PROVIDED BY
Income before extraord inary c re d it........  $126,163,000 $ 95,518,000
Add (deduct) items not requiring use of 

w orking capital:
Depreciation and am ortization:
P ro p e rty . . . . . . . . . . . . . . . . .    71,309,000 65,504,000
In ta n g ib le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,279,000 1,066,000
Equity in incom e of unconsolidated subsid

iaries and a ff il ia te s . . . . . . . . . . . . . . . . . . . . . . . . . . .  (9,406,000) (4,484,000)
Deferred incom e taxes, e tc . . . . . . . . . . . . . . . . . . . .  8,752,000 9,067,000
Total from operations, excluding extraor

dinary c red it..............................................  $199,097,000 $166,671,000
Notes to Financial Statements
Note 1 (in part): Intangibles Resulting From Acquisi

tions and Investments in A ffilia tes- The intangibles re
sulting from acquisitions represent the unamortized
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portion of the excess of the cost of purchased busi
nesses over their net assets at acquisition dates. Intan
gibles originating prior to November 1, 1970 are not 
being amortized because in the opinion of the Company 
there has been no decrease in their values. Intangibles 
arising after October 31, 1970 are being amortized by 
the straight-line method over forty years.

The intangibles resulting from investments in affili
ates, which are included in the carrying value of such 
investments, represent the unamortized portion of the 
difference between the cost of the investments and the 
Company’s equity in the underlying net assets of the af
filiates at dates of investment. The Company’s amortiza
tion policy with respect to these intangibles is the same 
as for intangibles resulting from acquisitions.

Note 5: Investments- Investments at September 30, 
1973 and 1972 are summarized as follows:

1973 1972
Investments in and advances to unconsol

idated m ajority-owned s u b s id ia r ie s .....  $ 34,314,000 $ 24,587,000
Investments in and advances to affiliates

and o ther c o m p a n ie s . . . . . . . . . . . . . . . . . . . . . . . .  58,897,000 58,287,000
Investment in Collins Radio C o m p a n y ... .  38,852,000 35,207,000
Total................................................................  $132,063,000 $118,081,000

The Company’s principal unconsolidated majority- 
owned subsidiary is its wholly-owned finance subsidi
ary, Rockwell International Credit Corporation. Summa
ry financial information for this subsidiary is as follows 
(all in thousands of dollars):

1973 1972
FINANCIAL POSITION AT SEPTEMBER 30:
Finance re c e iv a b le s -n e t. . . . . . . . . . . . . . . . . . . . . . . . . .  $ 97,633 $77,644
Receivable from  parent co m p a n y . . . . . . . . . . .  5,643 13,904
Other a sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,279 3,292
Total assets...................................................  $104,555 $94,840
Notes payable (guaranteed by parent com 

p a n y ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 82,000 $75,120
Other l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,989 1,662
Shareowner's e q u ity . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19,566 18,058

Total liabilities and shareowner’s equity $104,555 $94,840
OPERATIONS FOR THE YEAR ENDED 

SEPTEMBER 30:
R evenues.. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 8,180 $ 7,268
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1,508 $ 1 , 7 5 6

Investments in and advances to affiliates include the 
unamortized intangibles resulting from these invest
ments which amounted to $6,487,000 and $9,518,000 at 
September 30, 1973 and 1972, respectively. Summary fi
nancial information for affiliates, combined as a group, 
for 1973 and 1972 and the Company’s proportionate 
share therein is as follows (all in thousands of dollars):

1973 1972

Total
Company's

Share Total
Company’s

Share
Total a s s e ts . . . . . . . . . . . . . . . . . . . . . . . .  $202,334 $72,253 $153,473 $59,224
L ia b ilitie s . . . . . . . . . . . . . . . . . . . . . . 75.652 26,003 68,988 27,420
Shareowners’ e q u ity . . . . . . . . . . . . .  126,682 46,250 84,485 31,804
Revenues . . . . . . . . . . . . . . . . . . . . . . . . . . .  230,579 90,385 155.227 60,962
Net in c o m e . . . . . . . . . . . . . . . . . . . 23,660 9,504 12,636 3,516

The names and the Company’s percentage of owner
ship of such affiliates at September 30, 1973 are listed 
below:

Percentage of Ownership
DOMESTIC COMPANIES;
Fairfield Manufacturing Company, Inc........  34.3
Geosource International, Incorporated.......  28.1
Golde-ASE Corporation..........................  50.0
FOREIGN COMPANIES:
Aeronautica Agricola Mexicana. S.A........... 30.0
Bramber Engineering Co., Ltd..................  30.0
Braseixos Rockwell, S.A..........................  42.6
Brasprenas Rockwell, S.A........................  29.9
G. Dikkers & Company N.V.....................  27.3
Howa do Brasil, S.A................................  20.0
Ikegai-Goss Co., Ltd................................ 50.0
Industrias Erlo, S.A. de C.V......................  20.0
Locker Air-Maze. Ltd............................... 40.0
Metalurgica Carabobo, S.A........................  30.0
Moligal, Limitada...................................  40.0
Narwin, S.A............................................ 49.9
NHK-Rockwell Co., Ltd............................  50.0
NHK-Teleflex-Morse Co., Ltd....................  50.0
Rimoldi Espanola, S.A..............................  48.0
Rubery Owen-Rockwell. Ltd....................   50.0
Rubery Owen-Rockwell (Mfg.) Ltd.............  50.0
Teleflex G.m.b.H.....................................  48.0

The Company’s investment in Collins Radio Company
(Collins) at September 30, 1973 and 1972 represented
the cost of its purchase in September 1971 of 350,000
shares of $5 cumulative convertible preferred stock and 
warrants to purchase common stock of Collins, and, in
1973, accrued dividends on the preferred stock. As 
holder of all of the preferred stock of Collins, the Com
pany had, and exercised, the right to elect a majority of 
the Board of Directors of Collins. Subsequent to Sep
tember 30, 1973, the Company, as a result of its earlier 
tender offer to the shareholders of Collins common 
stock, acquired 2,225,103 shares or 75% of the Collins 
outstanding common stock at an approximate cost of 
$57,330,000. At a special meeting of the shareholders of 
Collins held on November 2, 1973, the merger of Collins 
into the Company was approved. The effective date of 
the merger is expected to be November 14, 1973. The 
estimated cost of the Company of acquiring the remain
ing outstanding Collins common shares and consum
mating the merger pursuant to the terms of the merger 
agreement is $19,170,000.

The following unaudited pro forma condensed bal
ance sheet (in thousands of dollars) of the Company 
based on the Company’s audited balance sheet and 
Collins unaudited balance sheet as of September 30,
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1973 gives effect to the acquisition of Collins as if the 
acquisition, which is to be accounted for as a purchase, 
were consummated as of that date.
Current a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,308,441
Inves tm ents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93,211
Property, plant, and e q u ip m e n t-n e t . . . . . . . . . . . . . . . . . . . . .  663,731
Other a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  127,153
T o ta l...................................................................................  $2,192,536
C urrent l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 743,529
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  445,959
Other l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    45,787
Shareowners’ e q u ity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  957,261
T o ta l...................................................................................  $2,192,536

Collins net assets at September 30, 1973 amounted 
to $57,138,000. The excess of the estimated purchase 
price over Collins net assets has been assigned to fair 
value adjustments and the intangible resulting from ac
quisition as summarized below (in thousands of dol
lars):

Estimated fu ture tax benefit of C ollins operating loss
carryover and investm ents tax c re d its . . . . . . . . . . . . . . . .  $35,983

Reduction in C ollins long term debt to present value
of fu tu re  p a y m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,611

Intangible resulting from acquis ition (to be amortized 
over fo rty  y e a rs ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,620

T o ta l...................................................................................  $58,214
During the past ten fiscal years, Collins sales, as re

ported to its shareholders, increased from $280,984,000 
in 1964 to a high of $447,026,000 in 1968 after which 
sales declined to $250,416,000 in 1972; sales reported 
for 1973 were $350,273,000. For the corresponding per
iods, net income increased from $2,405,000 in 1964 to 
$13,014,000 in 1968 and thereafter declined to $432,000 
in 1970 and losses of $46,643,000 and $63,846,000 (in
c lu d in g  abno rm al  prov is ions for loss aggregating 
$29,300,000 and $36,000,000) in 1971 and 1972, respec
t i v e l y :  in 1973, C o l l i n s  repor ted net inc om e of 
$12,811,000 in c lu d in g  an ex t r ao rd in a ry  credit  of 
$5,663,000 resulting principally from tax benefits arising 
from prior year losses.

TABLE 2-27: OTHER IN V E S T M E N T S
Balance Sheet Description 1973 1972 1971
“ Investm ents,”  “ Other Investm ents,”

etc. as a separate c a p t io n . . . . . . . . . . . . .  109 107 98
Investments com bined w ith  o ther ac

c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  115 93 122
Investments described (e.g. real estate, 

securities, e tc . ) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  52 43 63
Total Presentations................................ 276 243 283
Basis of Valuation
C o s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  97 76 110
Cost less re s e rv e . . . . . . . . . . . . . . . . . . . . . . . . . . .  33 37 32
C ost-m arket value d is c lo s e d .. . . . . . . . . . .  33 23 16
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7 -  “
Not d is c lo s e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  106 107 125
Total Presentations................................ 276 243 283
Number of Companies
Presenting a caption fo r o ther invest

ments .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  251 227 257
Not presenting such a c a p t io n .... . . . . .  349 373 343
Total..........................................................  600 600 600

OTHER INVESTMENTS

Table 2-27 shows that 251 companies presented cap
tions for investments other than those encompassed, by 
APB Opinion No. 18. The terminology most often used 
was investments or other investments. Many companies 
combined investments with other accounts.

BAYUK CIGARS INCORPORATED (DEC)
($ thousands)

Investm ent in securities, at cost (market value 
$3,530)-Note 3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $4,078
Note 3: Investment in Securities- During 1973 the 

company commenced a program of investing in securi
ties of publicly held companies. The maximum invest
ment in securities at cost during the yea: amounted to 
$8,125. At December 31, 1973, the cost of the securities 
was $4,078 and the quoted market value aggregated 
$3,530. The income statement for 1973 includes $122 of 
dividends relating to these securities.

COOK PAINT AND VARNISH COMPANY (NOV)
INVESTMENT AND OTHER ASSETS 
Investm ent in 75,000 com m on shares of the United 

States Gypsum Company -  at cost, approxim ately 
equal to m arket. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,462,500
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OWENS-ILLINOIS, INC. (DEC)
1973 1972

($ thousands)

$1,298 $1,937

INVESTMENTS, DEPOSITS, ETC.:
Listed securities, at cost (quoted market 

value, 1973-$83,886,000; 1 9 7 2 -
$174,839,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Financial Review
Listed Securities (in p a rt)-  Listed securities held by 

the Company were as follows:
December 31, December 31,

Kidde & Co., Inc. (Kidde), representing 5.6% of the out
standing common shares of that company, at a cost of 
$11,400,000. While there are no plans, arrangements or 
understandings with respect thereto, the company is 
looking toward the possibility that Kidde may be merged 
with the company. All of these shares were acquired 
from a company whose Chairman of the Board and 
Chief Executive Officer is a Director of Sun Chemical 
Corporation and from another corporation which is an 
associate of such Director. At the date of acquisition 
and at March 5, 1974, the market value of the Kidde 
shares was $7,700,000 and $9,400,000, respectively.

1973 1972
($ thousands)

Quoted Quoted U N IT E D  S T A T E S  G Y P S U M  C O M P A N Y  (D E C )
Market Market 1973 1972

Cost Value(2) Cost Value(2) ($ thousands)
State and M uncipal Securities, at cost (ap-

proxim ate market v a lu e - 1973 $629,000; 
1972 $4,475,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $660 $4,577

$1,151 $82,831 $1,790 $172,799

147 1,055 147 2,040
$1,298 $83,886 $1,937 $174,839 NONCURRENT RECEIVABLES

Owens-Corning Fiberglas Corpo
ration. 1,948,968 (1) common 
shares in 1973 (3.148,968 (1) in
1972). . . . . . . . . . . . . . . . . . . . . . . . . . . . .

International Telephone and 
Telegraph Corporation, 19,900 
preferred series I . . . . . . . . . . . . . . .

(1) Includes 460,829 shares at a cost of $279,478 re
served for exchange for $25,000,000 Owens-Illinois, Inc., 
4½ % exchangeable subordinated debentures due 1987 
(see Long-Term Debt).

(2) Quoted market values may not be indicative of 
amounts that would be realized on disposition and are 
before any income taxes that would be payable from a 
taxable disposition.

The Company’s investment in Owens-Corning Fiber
glas Corporation at December 31, 1973, represents 
13.1% of the outstanding common stock of that corpo
ration compared with 21.3% at December 31, 1972. 
Based on shares outstanding at December 31, 1973 and 
1972, the Company’s equity in the net assets of Owens- 
Corning amounted to $45.9 million and $66.8 million, re
spectively, and the equity in 1973 net earnings was $6.0 
million compared with $7.6 million in 1972. Under an 
antitrust consent judgment entered in 1949, the Compa
ny is enjoined from exercising any control over Owens- 
Corning. This judgment was modified by a consent 
order entered on October 23, 1973, which requires the 
Company within five years to divest itself of sufficient 
shares of Owens-Corning common stock in order that 
the Company after such period would not own more 
than 3% (94,469 shares) of the shares owned by the 
Company on October 23, 1973, in addition to the shares 
reserved for the possible exchange for $25 million 
Owens-Illinois, Inc., 4½% exchangeable subordinated 
debentures due 1987.

SUN CHEMICAL CORPORATION (DEC)
INVESTMENTS (NOTE 3)
Investm ent in W alter Kidde & Co., Inc. $11,400,000

Note 3 (in part): Investments— In December, 1973, the 
company acquired 542,900 common shares of Walter

Chapter 3, Section A of ARB No. 43 states that the 
concept of current assets excludes “ receivables arising 
from unusual transactions (such as the sale of capital 
assets, or loans or advances to affiliates, officers, or 
employees) which are not expected to be collected 
within twelve months.’’ APB Opinion No. 21 -  Interest 
on Receivables and Payables, effective for transactions 
entered into after September 30, 1971, requires the im
putation of a realistic interest rate to most long-term re
ceivables not bearing interest or bearing an interest rate 
lower than the prevailing rate. Exceptions to the afore
mentioned requirement are listed in paragraph 3 of 
Opinion No. 21. Table 2-28 summarizes the balance 
sheet captions used to describe noncurrent receivables. 
Examples of non-current receivables follow.

AIRCO, INC. (DEC)

Long-Term  Receivables (less unam ortized 
d iscount based on im puted interest rate of 
9½ % -1 9 7 3 , $1,703,000; 1972, $2,320,000

1973 1972

$13,372,000 15,544,000

BLUE BELL, INC. (SEP)
Note Receivable, 7¾ % -  Due May 26, 1990 (Note 3) $5,000,000
Note 3 (in part): Long-Term D eb t-  During 1970, a 

foreign subsidiary of Blue Bell, Inc. borrowed the equiv
alent of $5,000,000 in pounds sterling from an unrelated 
company and, simultaneously, Blue Bell, Inc. loaned 
$5,000,000 to the United States subsidiary of the for
eign lender. This obligation has been translated into 
United States dollars at rates of exchange prevailing at
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TA BLE 2-28: N O N C U R R E N T  R E C EIVA B LES
Balance Sheet Description 1973 1972 1971 1970

“ Long-Term Receivables” (*21,
462).. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50 41 42 30

“ Notes Receivable” (5 ,224).. . .  29 37 33 48
Notes and accounts receivables

combined (*55,235). . . . . . . . . . .  19 20 21 20
“ “Accounts Receivable" (*547,

668). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11 10 9 16
Due from employees (*366, 649) 5 10 11 13
Other-described (*568,648)...  25 33 24 47
Receivables combined with other 

investments, deposits, etc. (*65,
  116,213, 702). . . . . . . . . . . . . . . . . . .  115 106 118 116
Total Presentations.................. 254 257 258 290
Number of Companies
Presenting noncurrent receiva

bles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  223 233 233 256
Not presenting noncurrent re

ceivables. . . . . . . . . . . . . . . . . . . . . . . . .  377 367 367 344
Total......................................... 600 600 600 600
*Refer to Company Appendix Section.

the balance sheet dates. Under concurrent agreements, 
the obligations are due in twenty years and may be pre
paid after June 1, 1975, but only if the entire principal 
amount is repaid. If either borrower prepays its loan, the 
other borrower may either repay or continue its indeb
tedness, with the guaranty of the borrower’s parent 
company, but not beyond the original maturity.

LORAL CORPORATION (MAR)
1973 1972

OTHER ASSETS:
Notes receivable due after one year (Note 

2)................................................... $2,002,000 $746,000

Note 2: Notes Receivable- Notes receivable princi
pally reflect amounts due from the sales of disposed op
erations as follows:

1973 1972
Receivable from the sale of Arco Electron

ics operations (See Note 9)...............  $2,433,000 ------
Less, Unamortized discount based on im

puted interest of 10%.......................  (321,000) ------
Sub Total........................................... 2,112,000 ----
Receivable from the sale of Multiple Toy-

makers in 1968 ................................  744,000 $944,000
Other................................................  16,000 2,000

2,872,000 946,000
Less, Current portion............................  870,000 200,000

$2,002,000 $746,000

KUHLMAN CORPORATION (DEC)

OTHER ASSETS:
Land contracts receivable, less current protion 

(1973-$47,057, 1972-$42,778) included in receiva
bles ..............................................................

MALONE & HYDE, INC. (JUN) 

OTHER ASSETS
Recoverable federal income taxes.....

$380,885

$299,480
Notes to Consolidated Financial Statements
Note C: Federal Income Taxes—  Federal income tax 

returns have been examined for all open years through 
fiscal 1971, and deficiencies aggregating approximately 
$749,000 have been proposed. The Company has paid 
approximately $300,000 of these proposed deficiencies 
and has filed a claim for refund thereof. The refunds 
were not granted and the Company filed suit in Federal 
District Court for recovery of those taxes. The balance 
approximately $449,000 is currently under protest. The 
Company is of the opinion that the returns as filed are 
correct and is, therefore, vigorously protesting the pro
posed deficiencies. It is not possible at this time to pre
dict the ultimate outcome of the matter.

MOHASCO INDUSTRIES, INC. (DEC)
($Thousands)

INVESTMENTS AND OTHER ASSETS:
Non-current notes receivable and other assets (Note 5 )...........$4,836

Note 5 (in part): Noncurrent Notes Receivable and 
Other Assets- Of this amount, $1,660,000 at December 
31, 1973 ($2,429,000 at December 31, 1972) represents a 
mortgage note receivable on which the principal and in
terest  are due in equal  qu a r te r ly  in s ta l lm en ts  of 
$219,282 to October 1, 1976, which sums are to be 
applies first to interest and the balance to principal.

PRATT-READ CORPORATION (JUN)
Long-Term  Note Receivable (Note B ) . . . . . . . . . . . . . . . . .  $404,163

Note B: Long-Term Note Receivable- This note was 
received in connection with the sale of the common 
stock of a former wholly-owned subsidiary, Tech-Art 
Plastics Company, on June 30, 1972. The 6% note, 
which is collateralized by all of the common stock of 
Tech-Art, is payable in monthly intallments ($50,000 an
nually) to July 1, 1977, at which time the balance of 
$250,000 is due.

STEWART-WARNER CORPORATION (DEC)
1973 1972

OTHER ASSETS:
Due from officers and employees (Note 3) $1,116,000 $288,000

Note 3 (in part): Capital S to ck-  In addition, the Cor
poration has a stock purchase plan which permits offi
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cers and key employees to purchase shares of the Cor
poration’s treasury stock at the market price prevailing 
at the time of purchase. Current forms of contracts pro
vide for minimum initial payments of 10% of the pur
chase price, and for payments of not less than 10% of 
the remaining balances annually, with interest at 1% per 
annum. All shares sold under this plan either are held in 
escrow or are subject to repurchase agreements. During 
1973, 36,459 shares of treasury stock were sold under 
the plan to employees at prices averaging $28.90 per 
share, having an aggregate market value of $1,053,000 
(1,022 shares in 1972 at prices averaging $35.67 per 
share; market value $36,000). At December 31, 1973, 
$1,116,000 (288,000 in 1972) was due from officers and 
key employees under the plan.

RAYTHEON CORPORATION (DEC)

Long-term receivables (Note E)..........................  $20,883,111
Note E: Long-Term Receivables- Long-term receiva

bles consist of the following at December 31, 1973:
Customers, due in installments to 1979, with interest

principally in the range of 5½% to 9%............... $14,718,953
Others, principally due in 1979, with interest up to 

7¼% ............................................................  6,164,(58
$20,883,111

Note 2 (in part): Accounts and Notes Receivable and 
Inventories- At February 28, 1973 and February 29, 
1972, substantially all of the accounts receivable and in
ventories were pledged to collateralize notes payable in 
the amounts of $20,418,214 and $17,508,035, respective
ly.

The note receivable from officer and stockholders in
cluded under “ other assets”  at February 29, 1972, re
presented the unpaid principal of a non-negotiable 
note, less current maturity, due from John Inglis (a di
rector, officer and stockholder) and Weston W. Inglis 
(a director and stockholder). During the current year, 
the 254,636 shares of common stock of the company 
that were pledged to collateralize the loan were trans
ferred to the company in lieu of foreclosure to liquidate 
$1,143,180 of principal and $130,000 in accrued interest.

Pursuant to the terms of the security agreement, the 
shares were applied to principal and interest at the rate 
of $5.00 per share, which exceeded market. The differ
ential between the application at $5.00 per share and 
market value, amounting to $604,760, was charged to 
retained earnings. The remaining balance of $156,820 at 
February 28, 1973, represents the unpaid principal after 
applying all of the shares pledged to collateralize the 
loan.

A negotiable promissory note was executed to cover  
the remaining $156,820 under an agreement providing 
for an additional 40,000 shares of the company’s com
mon stock to be pledged as collateral. The new note 
matures in five equal annual installments beginning 
March 1, 1974, with interest at 1% above prime rate.

TWENTIETH CENTURY-FOX FILM CORPORATION 
(DEC)

1973 1972
  ($ thousands)

INVESTMENTS AND LONG-TERM RECEIV
ABLES

Receivables from television network agree
ments (Note 4)................................. $10,509 $22,053

Investments, at equity in net assets......... 4,081 3,967
Other................................................  2,046 1,542

  Note 4: Long-Term Receivables from Network Televi
sion Agreements- Long-term receivables from network 
television agreements consist of the following:

1973 1972
($ thousands)

Non-interest bearing receivables due
through 1980 ...................................  $12,177 $24,684

Less unamortized discount based on im
puted interest rate of 7%...................  1,668 2,631

$10,509 $22,053

UNITED FOODS, INC. (FEB) 

OTHER ASSETS:
Note receivable- officer and stockholders

1973 1972

$156,820 $1,200,000

ADVANCES, DEPOSITS AND
SEGREGATED CASH OR SECURITIES

The different purposes for which advances and de
posits were made and for which cash and/or securities 
were segregated in the balance sheet are summarized in 
Table 2-29. Examples of such assets follow.

TA B LE 2-29: A D VA N C E S, D E PO SITS  A N D  
SE G R EG A TE D  CASH OR S E C U R IT IE S

Purpose 1973 1972 1971 1970
Plant expansion or improvement 20 18 13 16
Other-specified. . . . . . . . . . . . . . . . . .  23 21 17 29
Purpose not specified.. . . . . . . . . .  54 60 62   63
Total Presentations.................. 97 99 92 108
Number of Companies
Presenting advances, deposits, or

segregated funds. . . . . . . . . . . . . . .  87 86 89 93
Not indicating such account...  513 514 511 507
Total...............................................  600 600 600 600
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P lant Expansion or Im p ro vem en t

ALLIED MILLS, INC. (MAR)
Property, plant and equipment- net..............
Construction funds held by trustees...............
Other assets...............................................

CARRIER CORPORATION (OCT) 
INVESTMENTS AND OTHER ASSETS 
Funds segregated for expansion...........

$52,884,000
2,735,000
2,725,000

$26,063,000
Notes to Consolidated Financial Statements
Funds Segregated for Expansion — Funds segregated 

for expansion at October 31, 1973, represent the amount 
set aside for investment in existing foreign subsidiaries 
or affiliates to finance their expansion programs. In ad
dition, these funds may also be used for direct or indi
rect investments in other subsidiaries, affiliates or joint 
ventures operating outside the United States, including 
those which may be formed or acquired in the future.

ETHAN ALLEN, INC. (SEP)
Funds held by trustees for construction- Note C $2,039,596

Note C (in part): Long-Term D e b t-  The capitalized 
lease obligations are with governmental authorities that 
have issued Industrial Development Bonds, the pro
ceeds from which were deposited with trustees for con
struction. At September 29, 1973, $2,039,596 of these 
funds are being held by the trustees until they are uti
lized for construction.

SIGNODE CORPORATION (DEC) 
Funds on Deposit for Construction (Note 4) $3,318,000

Note 4 (in part): Long-Term Debt and Parallel Loan 
Financing— In November, 1973, the Company entered 
into a lease agreement with the County of Kenton, Ken
tucky, whereby the County issued $3,500,000 of indus
trial revenue bonds to provide funds for plant expan
sion. This transaction has been accounted for as an in
stallment purchase for both book and tax purposes. The 
unexpended bond proceeds held by the trustee amount
ed to $3,318,000 at December 30, 1973, and were invest
ed in short term interest-bearing securities.

O ther Purposes

CROWN CENTRAL PETROLEUM CORPORATION (DEC) 
OTHER ASSETS
Deposit on land purchase agreement (Note 1).......  $1,000,000

Note 1: Expenditures Related to Certain Long-Term 
Projects- The Company engaged in various long-term 
projects during 1973, the ultimate realization of which 
involved certain risks and contingencies. All expendi

t u r e s  r e l a t i n g  to these pro jects ,  o the r  than the 
$1,000,000 deposit on the land purchase agreement re
ferred to below, have been charged to expense. These 
expenditures amounted to $1,774,935 in 1973.

In connection with the planned refinery to be built in 
the Baltimore Harbor area, a wholly-owned subsidiary 
has entered into a contract to acquire the plant site on 
June 28, 1974 for $22,000,000, of which $1,000,000 has 
been deposited. The consummation of this project is 
contingent upon the solution of a number of problems, 
legal and otherwise, as yet unresolved. In the opinion of 
management and legal counsel for the Company, the 
deposit of $1,000,000 will be recovered or applied 
against the total purchase depending on the final dispo
sition of the project.

CROWN ZELLERBACH (DEC)
OTHER ASSETS:
D e p o s it. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $10,000,000

Notes to Financial Statements
Acquisitions- In November, 1973, the Corporation 

and The Southern Timber Trust jointly made a success
ful bid of $185,100,000 for the purchase of certain assets 
of Tremont Lumber Company, including 215,000 acres 
of Louisiana timberlands, two sawmills, a plywood plant 
and interests in producing oil properties. The parties are 
jointly negotiating a definitive contract under which the 
Corporation will purchase certain Tremont assets, and 
The Southern Timber Trust will purchase the remainder. 
Under the terms of a letter of intent between the Corpo
ration and The Southern Timber Trust, a jointly owned 
company will be organized to operate the mills and tim
berlands. The Corporation will provide operating man
agement to the jointly owned company and will pur
chase all of the output of the Trust’s properties on terms 
to be negotiated between the parties. At December 31, 
1973, a $10,000,000 deposit had been made by the Cor
poration.

The Corporation acquired, as of November 30, 1973, 
Rainier Manufacturing Co. for 288,333 shares of the 
Corporation’s common stock. The acquisition was ac
counted for as a pooling of interests. Accordingly, the 
consolidated financial statements for 1972 have been 
restated to include the effect of this company. Net sales 
were increased by $17,327,000 and net income by 
$1,355,000.

FOOD FAIR STORES, INC. (JUL) 
Funds held for retirement of bonds (Note 6) $6,898,000

Note 6: Funds held for Retirement of Bonds- This 
amount represents certificates of deposit held by the 
trustee for the redemption of the 3⅜ % sinking fund de
bentures.
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1973

$128,427

1972

$84,000

JOHN FLUKE MFG. CO., INC. (SEP)

OTHER ASSETS
Deferred compensation fund, at cost (mar

ket value $132,439 in 1973 and $98,721 in 
1972)- (Note 4)...............................
Note 4: Employee Benefit P lans- The company has 

a deferred compensation plan for key executives provid
ing for periodic payments upon retirement. Operations 
for the years ended September 30, 1973 and 1972 have 
been charged $49,000 and $50,000, respectively. All 
contributions to the plan remain the property of the 
company until paid to the participants. It is the policy of 
the company to invest these amounts to fund the plan.

INTERNATIONAL BUSINESS MACHINES 
CORPORATION (DEC)

OTHER INVESTMENTS AND SUNDRY ASSETS:
Securities held for repayment of long-term debt..... $495,914,856

Notes to Consolidated Financial Statements
Securities Held for Repayment of Long-Term D eb t- 

securities with a face amount of $500 million are being 
held for the repayment of debt, including debt incurred 
to comply with the regulations of the Office of Foreign 
Direct Investments of the U.S. Department of Com
merce. These securities are at cost, adjusted for amort
ized premium or discount.

TEXASGULF INC. (DEC)
INVESTMENTS, ADVANCES AND OTHER ASSETS 
Advance payments relating to the Utah potash proper

ty less amortization of $2,498,000 in 1973 and 
$2,082,000 in 1972 .......................................... $10,007,000

(FEB)

$530,285

Name of Issuer and Title of Issue 
Escrowed Securities at February 24, 1973

(2)

Chrysler Credit Corporation, 6%, Due 3-
15-73 ..............................................

New York City, New York, 4.09%, Due 5- 
10-73..............................................

Column B

Principal
Amount

Column C 
Balance 

Sheet 
Amount (1)

$330,000 $330,000

200,000
$530,000

200,285
$530,285

(1) Securities are carried at cost which approximates 
market.
(2) These securities are held in escrow to defer collec
tion of excise tax assessments. See Note 5 of the Notes 
to Financial Statements.

CASH SURRENDER VALUE OF LIFE 
INSURANCE

Chapter 3, Section A of ARB No. 43 states that cash 
surrender value of the insurance policies is properly 
presented as a noncurrent asset. The number of survey 
companies disclosing such an asset has declined from 
63 in 1963, to 41 in 1970, 39 in 1971, 33 in 1972, and 28 
in 1973.

The examples of cash surrender value disclosures 
which follow show insurance policy loans deducted 
from cash surrender value. While it is a general principle 
of accounting that the offsetting of assets and liabilities 
in the balance sheet is improper, loans on a life insur
ance policy which are to be repaid with proceeds of the 
policy may be offset against the policy’s cash surrender 
value (see ARB No. 43, Chapter 3, paragraph 7, footnote
3).

WINNEBAGO INDUSTRIES, INC.
OTHER ASSETS
Escrowed securities, at cost (approximates market)

(Note 5) (Schedule I).......................................
Schedule I  (in p a r t ) -  M arketab le  S e c u rit ie s -O th e r  
Security Investm ents
Column A

ACTION INDUSTRIES, INC. (JUN) 
OTHER ASSETS
Cash value-Officers’ life insurance (Note 4) $85,950

Note 4: Cash Value-Officers’ Life Insurance- The 
Company is the owner and beneficiary of life insurance 
policies with an aggregate face value of $1,5000,000 
carried on the lives of three officers. At June 30, 1973, 
the policies had a cash surrender value of $85,950. Poli
cies having a face value of $750,000 are pledged as col
lateral as set forth in Note 5.

JANTZEN INC. (AUG)
NON-CURRENT ASSETS:
Cash value of life insurance-less policy loans: 1973, 

$46,573; 1972, $45,578 .................................... $30,090

1973 1972

$6,650 $133,628

SMC INDUSTRIES, INC. (AUG)

INVESTMENTS AND OTHER ASSETS:
Cash value of life insurance, net of loans 

of $334,440 in 1972 (Note 7)..............

Note 7 (in part): Common Stock Additional Paid-in 
Capital, and Treasury S to ck-  On October 16, 1972, 
under terms of a stock purchase contract dated July 18, 
1972, the Company purchased 79,150 shares of its com
mon stock from the former chairman of the board of di
rectors and chief executive officer of the Company. The 
total purchase price of the stock, which amounted to 
$949,800 ($12 per share), was paid with proceeds re
ceived from (1) the cancellation of life insurance poli
cies with net cash values of $128,228 and (2) the is
suance of a five-year installment note in the amount of 
$850,000.
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SIMCO STORES, INC. (JUL)

OTHER ASSETS:
Cash surrender value of life insurance (Note B)..... $67,897
Cash in savings account-tenants’ security deposit.. 40,000
Sundry............................................................. 11,991

$119,888
Note B): Officer’s Life Insurance- The Company is 

the owner and beneficiary of insurance policies on the 
life of its president having an aggregate face value of 
$100,000. During the year ended July 31, 1973, the 
Company collected accumulated dividends of approxi
mately $35,000. At July 31, 1973, the aggregate cash 
surrender value of said policies is $67,897.

S P E N C E R  C O M P A N IE S ,  IN C . (M A Y )  

OTHER ASSETS:
Cash value of life insurance, less policy loans 

$577,843 in 1973 and $560,666 in 1972 ................
of

TA BLE 2 -31: V A LU A TIO N  O F IN T A N G IB L E S

$107,089

Type of Asset
Total

Amor
tized

Balance

Un
amor
tized

Value
Nominal

Value

Not
Deter

minable

Goodwill recognized in a busi
ness combination.. . . . . . . . . . 388 211 168 1 8

Goodwill (source not indicat
ed) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74 39 29 3 3

Patents, patent righ ts . . . . . . . . . 104 78 1 12 13
Trademarks, brand names, co

pyrights . . . . . . . . . . . . . . . . . . . . . . . 49 25 8 8 8
Licenses, franchises, member

ships . . . . . . . . . . . . . . . . . . . . . . . . . . 34 24 2 2 6
Formulae, processes, designs 9 7 2 - - - -

Various o th e r. . . . . . . . . . . . . . . . . . 24 20 2 2
Intangible assets (not other

wise described). . . . . . . . . . . . . . 52 34 10 _ 8
Total Presentations.............. 734 438 222 26 48

TA B LE 2-30! IN T A N G IB L E  A SSETS
Type of Asset 1973 1972 1971 1970

Goodwill recognized in a busi
ness combination (*118, 479)... 388 398 287 234

Goodwill- source not indicated
(*91,208,488). . . . . . . . . . . . . . . . . . .  74 43 49 52

Patents, patent rights (*40, 95,
680). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  104 105 101 106

Trademarks, brand names, copy
rights (*362,545,549).. . . . . . . .  49 59 55 59

Licenses, franchises, member
ships (*598,730). . . . . . . . . . . . . . .  34 33 25 24

Formulae, processes, designs
(*135, 402). . . . . . . . . . . . . . . . . . . . . . .  9 10 6 8

Various other (*159,169,721).... 24 25 20 31
Intangible assets (not otherwise

described). . . . . . . . . . . . . . . . . . . . . . .  52 59 44 43
Total Presentations.................. 734 732 587 557
Valuation Basis
Amortized balance.. . . . . . . . . . . . . . .  438 404 290 230
Unamortized value. . . . . . . . . . . . . . .  222 242 189 200
Not determinable. . . . . . . . . . . . . . . . .  48 47 76 91
Nominal va lue. . . . . . . . . . . . . . . . . . . .  26 39 32 36
Total......................................... 734 732 587 557
Number of Companies
Presenting intangible assets....  364 364 334 334
Not presenting intangible assets 236 236 266 266
Total......................................... 600 600 600 600
*Refer to Company Appendix Section.

INTANGIBLE ASSETS
APB Opinion No. 30, and APB Opinion No. 17 d is 

cuss the subject of accounting for intangible assets. 
Opinion No. 77 states in part:

33. The provisions of this Opinion shall be effec
tive to account for intangible assets acquired after 
October 31, 1970. Intangible assets recognized in 
business combinations initiated before November 
1, 1970 and consummated on or after that date 
under the terms prevailing on October 31, 1970 
may be accounted for in accordance with this 
Opinion or Chapter 5 of ARB No. 43 and APB 
Opinion No. 30.

34. The provisions of this Opinion should not 
be applied retroactively to intangible assets ac
quired before November 1, 1970, whether in busi
ness combinations or otherwise.

35. The Board encourages the application on a 
prospective basis to all intangible assets held on 
October 31, 1970 of the provisions in paragraphs 
27 to 31 of this Opinion which require amortization 
of all intangible assets. Unless the provisions of 
this Opinion are applied prospectively, the ac
counting for intangible assets held on October 31, 
1970 should be in accordance with Chapter 5 of 
ARB No. 43 as modified by APB Opinion No. 30.

Table 2-30, a comparative summary of intangible as
sets by type and by accounting treatment, and Table 
2-31, a summary of accounting treatments disclosed by 
the survey companies in their 1973 annual reports, show 
the prevalence of goodwill recognized in a business, 
combination. These tables exclude certain assets often 
considered to be intangibles but which were presented 
with land or depreciable assets.
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Of 250 companies amortizing goodwill, 118 disclosed 
an amortization period of less than 40 years, 108 dis
closed an amortization period of 40 years, 9 disclosed 
an amortization period of legal or estimated life and the 
remaining 15 did not disclose a time period. Examples 
of intangible assets follow. Additional examples of 
goodwill recognized in a business combination are 
presented in connection with Table 1-19.

G oodw ill

ADDRESSOGRAPH MULTIGRAPH CORPORATION (JUL)

1973 1972
OTHER ASSETS:
Excess of cost of businesses acquired over

related net assets............................. $6,312,000 $4,017,000
Deferred charges................................. 5,677,000 5,807,000

$11,989,000 $9,824,000
Financial Review and Summary of Accounting Poli

cies

Intangible Assets— Intangible assets resulting from 
acquisitions completed in 1971 and thereafter are being 
amortized on a straight-line basis over periods of forty 
years or less. Excess cost over the related net assets of 
businesses acquired prior to fiscal 1971 of $3,439,000 is 
not being amortized.

In 1973 and 1972 the excess cost of businesses ac
quired over related net assets was increased by the ac
quisition of several companies. These acquisitions were 
accounted for as purchases and the results of their op
erations since acquisition, which were not significant, 
have been included in the Company’s results.

Amortization of intangibles amounted to $183,000 in 
1973 and $231,000 in 1972.

THE BENDIX CORPORATION (SEP)

Goodwill and Patents (less amortization)

1973 1972
($ millions)

$78.1 $53.3

Notes to Consolidated Financial Statements 
Summary of Significant Accounting Policies (in part): 

Goodwill and Patents- Goodwill arising prior to No
vember 1970 represents the excess of cost over the 
amount ascribed to the net assets of going businesses 
purchased since 1956 and is not amortized; goodwill 
(and other acquisition intangibles) arising from acquisi
tions entered into after October 1970 is amortized on a 
straight-line basis over a forty year period.

Purchased patents are stated at cost, less amortiza
tion, and are amortized over their estimated economic 
lives. The Corporation has followed the practice of 
charging the cost of internally developed patents to in
come as incurred.

Goodwill and Patents- Goodwill and patents at Sep
tember 30 are summarized below;

1973 1972
($ millions)

Goodwill (and other acquisition intangi
bles)............................................... $76.2 $51.2

Patents.............................................. 3.5 2.5
Total................................................................. 79.7 53.7
Less- Accumulated amortization..........  1.6 .4
Remainder.....................................................  $78.1 $53.3

Amortization of goodwill and patents amounted to 
$1.0 million and $.3 million for 1973 and 1972, respec
tively.

GENERAL FOODS CORPORATION (MAR)

1973 1972
($ thousands)

Goodwill, less amortization of $3,291 in 
1973 and $960 in 1972 (Note 1)......... $89,971 $92,284
Note 1 (in part): Significant Accounting Policies-  

G oodw ill- Goodwill represents the excess of cost over 
the fair value of net tangible assets of acquired busi
nesses and, beginning in fiscal 1973, all goodwill is 
being amortized by the straight-line method over 40 
years. Prior to fiscal 1973, a portion of goodwill was not 
being amortized. The reduction in net earnings in fiscal 
1973 that resulted from this change was not material.

GENERAL MOTORS CORPORATION (DEC)

DEFERRED CHARGES
Goodwill- less amortization...............................  $ 38,065,480
Deferred income taxes and other deferred charges.. 238,090,497

Notes to Financial Statements
Note 1 (in part): Significant Accounting Policies — 

G oodw ill- Goodwill relates to businesses acquired in 
1943 and prior years and, beginning in 1970, is being 
amortized over a period of ten years at the rate of 
$6,344,246 per year, with the amortization applied di
rectly to the asset account.

PHILIP A. HUNT CHEMICAL CORPORATION (DEC) 
OTHER ASSETS
Excess of cost over net assets of subsidiaries pur

chased (Note 1A)..................... ......................  $1,411,535
Note 1A: Basis of Consolidation- The consolidated 

financial statements include the accounts of the Com
pany and its subsidiaries, all of which are wholly-owned. 
Significant intercompany accounts and transactions 
have been eliminated in consolidation.

The financial statements include, from date of acqui
sition, the accounts and transactions of DEA Products, 
Inc. acquired on January 3, 1972 for $530,700. The pur-
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chase agreement includes a provision under which the 
purchase price may be increased up to an additional 
$300,000 for achievement of a given cumulative level of 
sales within the thirty months subsequent to the date of 
purchase. Based on the cumulative sales to December 
29, 1973, the purchase price has increased by $150,000. 
The excess of purchase cost of this subsidiary over the 
fair value of net assets acquired, including the current 
year’s increment, is being amortized on a straight-line 
basis over a thirty year period from date of acquisition. 
Similar excess costs for other companies acquired prior 
to November 1, 1970 are not being amortized as there is 
no present indication that the intangible assets have de
terminable lives, and in management’s opinion, there 
has been no decline in original value.

NEW ENGLAND NUCLEAR CORPORATION (FEB)
Cost in Excess of Net Assets Acquired..............  $548,909

Summary of Accounting Policies
Cost in Excess of Net Assets A cquired- Intangibles 

arising from acquisitions accounted for as purchases 
are being amortized by the straight-line method over 10 
years.

THE RUCKER COMPANY (DEC)

1973 1972
Patents, Goodwill and Other Intangible As

sets, net (Note 6).............................  $1,952,783 $2,204,223
Notes to Financial Statements
Note 1 (in part): Accounting Policies- Intangible As

se ts -  Patents and other intangibles are being amort
ized on the straight-line method based on their estimat
ed useful lives. Goodwill is being amortized on the 
straight-line method over 25 years.

Note 6: Patents, Goodwill and Other Intangible As
se ts -  Patents, goodwill, and other intangible assets are 
summarized as follows:

1973 1972
Patents..............................................  $1,321,643 $1,781,149
Goodwill...........................................   1,374,729 1,468,551
Other intangibles................................. 331,991 156,227

$3,028,363 $3,405,927
Accumulated amortization and provision of 

$246,000 in 1972 for estimated losses from 
disposal of certain business operations 1,075,580 1,201,704

$1,952,783 $2,204,223
Amortization expense for 1973 and 1972 was $244,996 

and $197,633, respectively.

related fair value of net tangible assets amounting to 
$2,520,755 is not being amortized since, in the opinion 
of management, the life of such intangible asset does 
not appear to be limited and there has been no decrease 
in value.

UNITED BRANDS COMPANY (DEC)
($Thousands)

$ 47,004

276,639

Trademarks and Leaseholds (Note 8)
Excess of Cost Over Fair Value of Net Assets Acquired 

(Note 8).........................................................
Note 8: Intangibles- Excess of cost of investment 

over fair value of net assets of businesses acquired prior 
to 1971 of $269,386,000 is not being amortized.

The excess of equity over cost of net assets acquired 
in a 1966 acquisition is being credited to income over 10 
years at $641,000 annually.

The excess of cost of investment over fair value of 
net assets of businesses acquired subsequent to 1970 
and other intangibles of $13,173,000 are being amort
ized over 10 to 40 years; $660,00 and $375,000 were 
charged to income in 1973 and 1972, respectively, for 
such amortization.

In 1973, $5,953,000 (1972, $5,741,000) excess of cost 
of investment over fair value of net assets of businesses 
acquired relating to investments in subsidiaries sold 
was charged against the proceeds of the sales in deter
mining gains or losses on such sales.

OPELIKA MANUFACTURING CORPORATION (SEP) 
OTHER ASSETS;
Notes receivable...............................................  $1,090,900
Deferred charges............................................... 183,589
Goodwill (Note A)..............................................  158,888

$1,433,377
Note A (in part): G oodw ill- Goodwill represents the 

excess of the purchase price over the market value of 
net assets acquired from two companies prior to the 
date after which amortization is required by Accounting 
Principles Board Opinion No. 17. In the opinion of man
agement there has been no diminution in the value of 
goodwill; therefore no provision for amortization is 
made.

P aten ts

STANDARD BRANDS PAINT COMPANY (SEP)
Excess of cost of acquiring subsidiary over related fair 

value of net tangible assets (Note 1 ).................  $2,520,755
Note 1 (in part): Amortization of Intangibles—  The ex

cess of cost of acquiring a subsidiary in 1961 over the

ASG INDUSTRIES, INC. (DEC)
DEFERRED CHARGES AND OTHER ASSETS:
Patents and other intangibles (Note 1).................. $670,385

Note 1 (in part): Accounting Policies Patents and 
other Intangible Assets are amortized over their approx
imate useful lives (3-16 years) on a straight-line basis.
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GENERAL RESOURCES CORPORATION (OCT)
Patents, patent applications and trademarks (Note H) $ 517,809

Notes to Consolidated Financial Statements
Depreciation is computed principally on the. straight- 

line method over the estimated useful lives of the assets. 
Amortization of patents is computed on the straight-line 
method based upon the legal life of such patents. (17 
years).

Note H: Patent Litigation -  The Company is the plain
tiff in a suit for patent infringement and unfair competi
tion against one of its competitors. The Company alle
ges that the defendant has infringed upon the Compa
ny’s “ microseal process” patent and that the Company 
is entitled to royalties for the use of this process. On 
July 24, 1973, a U.S. District Court in Savannah, Georgia 
rendered a decision in favor of the defendant. The Com
pany has appealed this decision to the U.S. Court of Ap
peals in New Orleans, Louisiana. While the possible re
covery may be substantial if the Company is ultimately 
successful in this litigation, the cost of further proceed
ings may also be substantial. Further, the ultimate reali
zation of a portion of unamortized patent and trademark 
costs of $517,809 is substantially dependent upon the 
outcome of this suit. The Company and its special coun
sel are of the opinion that the Company is entitled to 
prevail in this suit.

HANDY & HARMAN (DEC)
Intangibles (principally patents), net of amortization $ 1,495,000

Summary of Significant Accounting Policies
Intangibles and Am ortization- Patents are stated at 

cost as determined by independent appraisers in con
junction with the acquisition (accounted for as a pur
chase) of Continental Industries, Inc. (“ Continental” ). 
Straight-line amortization is being provided over the re
maining lives of the respective patents.

The excess of purchase price over the net assets ac
quired of Automated Process Systems, Inc. (“ APS” ) is 
being amortized on the straight-line method over ten 
years.

Sum m ary o f S ig n ifican t A ccountin g  Policies

Property, Depreciation and Amortization -  Property, 
plant and equipment are recorded at cost. The straight- 
line method of depreciation is used for substantially all 
items of plant and equipment. Upon sale or other dispo
sition of property, plant and equipment, the cost and re
lated accumulated depreciation are removed from the 
accounts and the resulting gain or loss is reflected in 
earnings. Maintenance and repairs are charged to earn
ings as incurred and renewals and betterments are capi
talized.

The costs of patents and licenses are being amortized 
on the straight-line method over their approximate use
ful lives. The excess of cost of investment in subsidiar
ies and affiliates over net assets acquired generally is 
being amortized on the straight-line basis over a period 
of 10 years.

T rad e m a rk s

($Thousands)

$30,004
7,276

THE QUAKER OATS COMPANY (JUN)

INTANGIBLE ASSETS:
Excess of cost over net assets of acquired businesses 
Patents, trademarks, designs, less amortization......

Notes to Financial Statements
Summary of Accounting Policies (in part): Intangi

b le s -  Excess of cost over net assets of acquired busi
nesses represents the amount paid in excess of the fair 
values of the net assets of such businesses. Such costs 
are considered to represent continuing values and are 
reduced if diminution of continuing values of underlying 
businesses is indicated. As required by current account
ing rules, any such costs resulting from acquisitions 
after October 31 , 1970, are amortized over periods not in 
excess of 40 years.

Costs incurred in acquiring patents, trademarks, de
signs, etc., are amortized on a straight-line basis over 
their estimated useful lives.

$ 1,145

OSCAR MAYER & CO. INC. (OCT)

OTHER ASSETS:
Patents, trade names and other intangibles, less am

ortization ......................................................
Financial Section
Summary of Accounting Policies (in p a rt)-  The ex

cess of cost over the fair value of net assets of acquired 
companies is amortized on a straight-line basis over 40 
years. Other  in ta n g i b le  assets are amortized on a 
straight-line basis over 10 years.

($ thousands) WEIGHT WATCHERS INTERNATIONAL, INC. (SEP)

STANDARD PRESSED STEEL CO. (DEC) 
OTHER ASSETS;
Patents and licenses, less amortization................. $117,500

OTHER ASSETS:
Excess of cost over net assets of subsidiaries at ac

quisition (less accumulated amortization-1973-
$32,000; 1972-$13,000) (Note 1)......................  $2,153,000

Trademarks-at cost (less accumulated amortization 
-1973-$187,000; 1972-$137,000) (Note 1)........ 319,000
Note 1 (in part): Excess of Cost over Net Assets—  The 

excess of purchase price over net assets of acquired 
subsidiaries is being amortized by the straight-line 
method over appropriate periods of 5 and 40 years.

Trademarks—  Legal fees incurred in establishing the 
validity of the Company’s Canadian trademarks and 
other trademark costs are being amortized by the 
straight-line method over 5 years.
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ADAMS-RUSSELL CO., INC. (SEP)

OTHER ASSETS;
Franchises, licenses and operating rights, (Note 1g) $1,101,978

Note 1 (in part): Summary of Significant Accounting 
Policies:

(g) F ranch ises, Licenses and Operating R igh ts-  
Franchise rights purchased in connection with the ac
quisition of Cable Vision, Inc. (see Note 2) are being 
amortized on a straight-line basis over sixteen years. 
The assigned value of other franchises, licenses, and 
operating rights (all acquired prior to November 1 , 1970) 
are not being amortized.

Note 2 (in part): Acquisition- On July 17, 1973, the 
Company purchased all of the stock of Cable Vision, 
Inc. (Cable Vision) for cash of $747,400. Simultaneously, 
the Company loaned $1,002,500 to Cable Vision which 
utilized such funds for the repayment of notes payable 
of a like amount. The results of Cable Vision’s opera
tions have been included in the accompanying financial 
statements since the date of acquisition.

The excess of purchase cost over the fair value of net 
assets acqu i red ,  am ounting to $890,000, has been 
charged to franchise costs and is being amortized as 
described in Note 1 (g).

LIGGETT & MYERS INCORPORATED (DEC)

Franchises and Goodwill-at cost, less amortization 
(Note 1).........................................................  $122,961,578

Note 1 (in part): Summary of Significant Accounting 
Policies

Franchises and Goodwill and Amortization — At De
cember 31, 1973, the unamortized portion of the cost of 
an exclusive franchise held by The Paddington Corpora
tion (a subsidiary) to import J&B Rare Scotch Whisky 
aggregated $56,347,447, and the unamortized excess 
cost applicable to the acquisition of Paddington and 
C ar i l l on  Im por te rs  Ltd. (a subsidiary) aggregated 
$13,560,263. The franchise and the unamortized excess 
costs are being amortized on the straight-line method 
over the remaining lives of the J&B franchise and a fran
chise held by Carillon. In 1973, such excess cost was in
creased by $4,216,193 resulting from the cash purchase 
by the Company of the remaining minority interest in 
Paddington at a cost of $6,042,477.

SCOPE INDUSTRIES (JUL)

OTHER ASSETS
Franchises, contracts and other intangibles, at cost 

less accumulated amortization: 1973-$42,686;
1972-$145,441 (Note 1) ..................................  $12,314

Note 1 (in part): Franchises, contracts and other int
angibles are amortized on the stra igh t-line  method 
over five to forty years, except that the amount of the 
asset and related amortization are removed from the ac
counts when the asset ceases to have value. In 1973 
unamortized franchise costs relating to auto rental op
erations, and the investment in and receivable from the 
franchisor, approximating $180,000 were expensed.

O ther

TWENTIETH CENTURY-FOX FILM CORPORATION 
(DEC)

($ thousands)
OTHER ASSETS
Excess of cost over net assets acquired (note 1(c)). $4,979
Music copyrights (note 1(c))................................  2,440
Television station license and contracts (note 1(c)).. 1,522

Note 1 c: Depreciation and Amortization -  Deprecia
tion and amortization of property and equipment is pro
vided on the straight-line method using various rates 
based on estimated useful lives unless, in the case of 
leased properties, the term of the lease is a shorter per
iod.

Depreciation and amortization of property and equip
ment amounted to $3,252,000 in 1973 and $3,325,000 in 
1972, of which $1,412,000 in 1973 and $1,247,000 in 
1972 were charged to operations: the remainder in each 
year was charged to film inventories.

The excess of cost over net assets acquired from the 
acquisition of Wylde Films is being amortized over 10 
years on the straight-line method. Before amortization 
of the excess of cost over net assets acquired, Wylde 
had an operating loss in 1973 but had operated profita
bly in prior years.

Music copyrights are being amortized on the straight- 
line method over 15 years, their estimated economic 
lives.

The amount of television station license and contracts 
represents the excess of cost over the net tangible as
sets of the station at the date of acquisition and is 
being amortized on the straight-line method over 25 
years.
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DEFERRED CHARGES AND OTHER 
ASSETS

Chapter 3, Section A of ARB No. 43 states that long 
term prepayments fairly chargeable to future years or 
deferred charges such as “ bonus payments under a 
I6ng-term lease, costs of rearrangement of factory 
layout or removal to a new location, and certain types of 
research and development costs”  should be excluded 
from current assets. Table 2-32 shows that in many in
stances, the survey companies did not describe the na
ture of deferred charges or other noncurrent assets.

R esearch  or D e ve lo p m en t Costs

AMERICAN ELECTRONIC LABORATORIES, INC. (FEB)

Deferred CATV systems development expense (Note 
1) ........................................................................................................................ $98,376

Notes 1 (in part): Significant Accounting Policies
Deferred CATV Systems Development Expense- Ul- 

traCom, Inc. has adopted the policy of deferring operat
ing costs less related revenues during the period of sys
tem development (Note 4). These costs will be amortized 
over a five-year period commencing with the end of the 
development period. The period of system development 
terminates upon the occurrence of any of the following:
(a) subscribers are connected in numbers as originally 
determined to be required for a break-even operation, 
or (b) revenues for the system are in excess of operating 
expenses, or (c) the system has been in operation for 
two years, which in the case of a purchased operational 
system begins from the date of acquisition.

BOWMAR INSTRUMENT CORPORATION (SEP)

 Product development costs (Note 1)
($ thousands) 

1.091

Note 1 (in part): Product Development and Tooling-  
Product development and tooling costs relating to new 
products and new models of existing products are de
ferred and amortized over a period not to exceed three 
years commencing with the start of production.

Product development and tooling costs relating to 
specific customer orders are amortized over units of 
production of such orders. Such development and tool
ing costs are included in inventory.

Basic research prior to product development is ex
pensed as incurred.

TABLE 2 -32; D EFER R ED  C H A R G ES A N D  OTHER  
A SSETS

Type 1973 1972 1971 1970
Debt expense. . . . . . . . . . . . . . . . . . . . .  44 48 48 51
Prepaid expenses (*73,344,618) 44 46 58 64
Deferred income taxes. . . . . . . . . . .  38 46 38 44
Property held for sale (*140,554) 30 35 29 17
Start-up costs (*400,770).......  13 18 27 23
Employee benefits (*402,723).... 12 16 10 8
Other described (*175,641,762) 68 35 25 49
Deferred charges or other non-

current assets- not described 546 560 572 585
Research and development costs

(*287,743). . . . . . . . . . . . . . . . . . . . . . .  10 18 20 11
Total Presentations.................. 805 822 827 852
Number of Companies
Presenting above accounts.....  543 546 550 529
Not presenting above accounts. 57 54 50 71
Total........................................  600 600 600 600
*Refer to Company Appendix Section.

CITATION MANUFACTURING COMPANY, INC. (JUN)

1973 1972
OTHER ASSETS;
Research and development costs- Note:

6 ...................................................  $872,962 $918,071
Long-term receivables.......................... -  158,261
Other................................................  166,462 147,684
Total other assets........................................  $1,039,424 $1,224,016

Note 6:Research and Development- A summary of 
research and development by projects is presented 
below:

Balance Balance
June 30, June 30,

1972 Additions Amortization 1973
Golf caddy. . . . . . . . . . . . . . . . . . . . . . . .  $570,878 $24,337 $ -  $595,215
Brush washer. . . . . . . . . . . . . . . . . . . . .  286,112 11,719 57,223 240,608
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  61,081 1,477 25,419 37,139

$918,071 $37,533 $82,642 $872,962
No amortization has been taken on the golf caddy, 

as it has not been placed in sustained production. The 
loss from operations sustained by the Company during 
the past year arises primarily from losses incurred in the 
golf caddy division. However, interest in the golf caddy 
remains high and management feels the current model 
can now be placed into production.

Subsequent to the balance sheet date, the Company 
executed a contract to sell four hundred caddies which 
were in inventory at June 30, 1973. The Company re
ceived a $50,000 deposit on the units. The Company has 
also sold an additional one hundred and four units sub
sequent to the balance sheet date.



Deferred Charges 143

GRAHAM MAGNETICS INCORPORATED
OTHER ASSETS;

Deferred research and development costs (Note 1c) $388,050
Note 1c: Deferred Research and Development Costs -  

The Company defers new product research and devel
opment costs. Deferred costs include patent costs, sala
ries of scientists and engineers, and certain equipment, 
materials and supplies. No officers’ salaries or selling, 
general or administrative expenses are included in these 
costs. Other expenses incurred subsequent to the start 
of production are charged against income as incurred. 
The deferred costs are amortized over a period of five 
years following the start of production.

Deferred costs are reviewed semi-annually and upon 
the occurrence of any significant event relative to the 
development program to determine if any write-offs are 
necessary.

HERSHEY FOODS CORPORATION (DEC)
OTHER ASSETS:
Deferred almond ranch development expenses......  $5,865,575
Deferred coffee service location costs......................... 3,267,729
Other.....................................................................  4,649,542

$13,782,846
Notes

Note 1 (in part): Summary o f Significant Accounting 
Policies: Deferred Item s- Deferred development ex
penses consist of soil and water conservation payments 
and other preoperating expenses relating to the devel
opment of almond ranches by L. D. Properties Corpora
tion, a wholly-owned subsidiary of the Company. Com
mencing in 1973, the first year of a substantial commer
cial harvest, the deferred expenses are being amortized 
over 18 years, which is the estimated commercially pro
ductive life of the almond trees.

Deferred location costs consist of certain expenses 
associated with the development and installation of new 
coffee service locations of Cory Corporation, a wholly- 
owned subsidiary. These costs are being amortized over 
the life of the installation, but not to exceed four years.

S tart-U p  Costs

ELECTRIC HOSE & RUBBER COMPANY (AUG)
Other assets- Notes 1 and 4 ...........................  $576,400

Note 1 (in part): Summary of Significant Accounting 
Policies- Plant Start-up C osts- Certain major plant 
start-up costs, incurred during initial production phases 
are deferred and amortized on a straight-line basis over 
a period of 36 months for financial statement purposes. 
Since the start-up costs are deducted currently for tax 
purposes, deferred income taxes relating to the una
mortized balance are provided.

Note 4: Deferred Plant Start-up C osts- The Company 
has elected to capitalize certain start-up costs incurred 
during the initial production phases of the new manu
facturing facilities in Nebraska. The costs are being 
amortized on a straight-line basis over a period of 36 
months  w i t h  amortizat ion beginning in fiscal 1973 
aggregating $21,800. It is anticipated that additional 
costs incurred through February 1974 will be similarly 
deferred. The unamortized cost of $360,500 at August 
31, 1973 is included in the accompanying balance sheet 
as other assets.

SUNDSTRAND CORPORATION (DEC)
1973 1972

OTHER ASSETS
Preproduction costs (net of accumulated 

amortization 1973- $590,000, 1972- 
$3,272,000)..... ................................  $12,910,000 $9,282,000

Financial Summary
Summary of Significant Accounting Policies (in part): 

Preproduction Costs incurred in connection with the 
development and manufacture of new major product 
line components prior to normal production, and in
curred in connection with the start-up of new manufac
turing facilities are deferred. Preproduction costs are 
amortized over a production sales period not to exceed 
five years.

Preproduction costs net of amortization at December 
31, related to the following programs:

1973 1972
Hydrostatic transmissions and other......  $ ------ $1,775,000
Responder transmissions...................... 10,185,000 7,507,000
Hermetic compressors.......................... 2,725,000 ----
Total................................................................. $12,910,000 $9,282,000

Preproduction costs, related principally to hydrostatic 
transmissions, were fully amortized during 1973.

Property  Held for S a le

GIDDINGS & LEWIS, INC. (DEC)

INVESTMENTS AND OTHER ASSETS:
Property held for sale, at cost less accumulated 

depreciation, 1973- $81,563; 1972- $127,236 (Note 
3 )................................................................. $1,068,120
Note 3: Nonoperating Property- In 1972, the Compa

ny entered into a sale-and-lease-back transaction with 
respect to certain property located in Madison, Wis
consin. The portion of the gain thereon, which approxi
mates the future rental payments, has been deferred 
and is being reflected as a reduction of rental expense 
over the terms of the leases (2 to 10 years). In addition, 
one of the Company’s wholly-owned subsidiaries has 
entered into a joint venture with a partnership to devel
op and sell certain other nonoperating land in the Madi
son area.
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MCA INC. (DEC)
INVESTMENTS AND OTHER ASSETS
Land held for sale- Colorado............................. $14,469,000

Summary of Accounting Policies
Investment in Colorado Land Held For S a le - Invest

ments in Colorado land and real estate developments 
held for sale are recorded at cost plus interest, real es
tate taxes and other carrying charges relating directly to 
these projects, but not in excess of estimated net reali
zable value.

OLIN CORPORATION (DEC)

Investments, Property and Equipment, held for dis
posal at estimated realizable value................... $29,171,000

O ther

THE CESSNA AIRCRAFT COMPANY (SEP)

DEFERRED CHARGES:
Tooling (Note 1e)............................................... $6,505,001

Note 1e: Deferred Too ling- The cost of initial pro
duction tooling is deferred and amortized by charges to 
expense, primarily by the unit-of-production method 
over an estimated three years of deliveries.

($ thousands) 

$357

THE MACKE COMPANY (SEP)

Estimated Future Tax Benefits from Loss Carryfor
wards (Note 1)...............................................
Note 1 (in part): Income Taxes- The Company and 

its subsidiaries file separate tax returns. Deferred in
come taxes represent reductions in current income 
taxes payable resulting from the recognition of deprec
iation and certain other expenses for income tax re
porting purposes prior to the time that they are recog
nized for financial reporting purposes. Current deferred 
income taxes relate to certain consolidated companies 
which report taxable income on the cash basis, and are 
classified as current liabilities since the related assets 
and liabilities are classified as current. The Company 
records the estimated future tax benefit from losses of 
certain of the companies at the time such losses are in
curred, when, in the opinion of management, the reali
zation of such tax benefits is assured beyond a reasona
ble doubt. The Federal income tax investment credit is 
recorded on the flow-through method of accounting.

PRATT & LAMBERT, INC. (DEC)
OTHER ASSETS:
Advertising materials and supplies.......................  $842,262

Notes to Financial Statements
Note A (in part); Accounting Policies: Advertising Ma

terials and Supplies- Inventories of materials and 
supplies are charged to income when consumed. Costs 
applicable to certain sales aids are amortized over a 
period not to exceed five years.

OUTBOARD MARINE CORPORATION (SEP)
DEFERRED CHARGES, ETC.:
Product tooling, less amortization........................  $16,234,000

Notes to Consolidated Financial Statements
Note 1 (in part): Product tooling costs are amortized 

substantially over a period not exceeding three years, 
beginning the first year the related product is sold.

KNAPE & VOGT MANUFACTURING COMPANY (JUN) 
OTHER ASSETS:
Cash surrender value of officers life insurance......  $238,325
Deferred merchandiser costs...............................  140,985
Total Other A ssets.........................................................  $379,310

Notes to Consolidated Financial Statements
Note 2: Deferred Merchandiser C osts- These defer

rals represent the cost of display fixtures given to cus
tomers. In years ending prior to June 30, 1973, these 
costs were expensed as occurred. In the current year 
the company began selling to mass merchandisers and 
has elected to defer the cost of display units over a 
three year period. Had the company continued to ex
pense these costs as incurred, income for the current 
year would have decreased by approximately $68,000 
after income tax effect, or $.04 per share.

($ thousands) 

$3,870

G. D. SEARLE & CO. (DEC)

OTHER ASSETS
Sweetener plant under construction (Note 11)....

Note 11: Sweetener Plant Under Construction -  Dur
ing 1973, the company proceeded with preliminary steps 
in its program for construction of a major facility to pro
duce its new, low calorie sweetener. On January 26, 
1974, the company decided to temporarily delay further 
construction activities pending resolution of existing 
uncertainties. Costs in 1974 of concluding preliminary 
construction phases initiated in 1973 are estimated at 
$10,000,000. Additional costs, however, may be incurred 
in 1974 depending upon the resolution of uncertainties 
and the extent of work ultimately decided upon.

UNION CAMP CORPORATION (DEC) 
ASSETS
Total Current Assets..........................................  $259,883,000
Timber Cutting Rights (See Contra)...................... 26,107,000
LIABILITIES AND STOCKHOLDERS’ EQUITY
Total Current Liabilities......................................  95,990,000
Payments for Timber Cutting Rights Due through 1984 

(See Contra)................................................... 26,107,000
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Notes to Consolidated Financial Statements
Note 3: Timber Cutting Rights— The Company has 

the right under a timber cutting contract to cut and use 
or sell the timber and all future growth up to 1984 on 
approximately 201,500 acres of timberland in south- 
central Alabama. Minimum timber quantities are re
quired to be paid for in annual amounts of $3,286,000 
between 1974 and 1983 and $1,378,000 in 1984. The ag
gregate payments will be treated as the cost of timber 
purchased. The Company’s rights to the timber and the 
present value of its obligations under the cutting con
tract discounted at 5% have been included in contra ac
counts on the balance sheet.

CURRENT LIABILITIES

Paragraphs 7 and 8 of Chapter 3A of ARB No. 43 dis
cuss the nature of current liabilities. Examples of the 
various types of current liabilities follow:

Short-Term Debt

Table 2-33 shows the number of survey conpanies 
disclosing short-term debt. Amounts of long-term debt 
due within one year are detailed separately in Table 
2-37.

A. 0. SMITH CORPORATION (DEC)
1973 1972

($ thousands)
OTHER ASSETS:
Investments in and advances to:
Affiliated companies (20% to 50% owned) $ 8,815 $ 8,655
Wholly-owned finance subsidiary...........  6,199 5,675
Receivable from sale of investment........ 4,903 4,903
Prepaid pension costs.......................... 6,200 5,700
Other, at cost..................................... 3,443 4,818
Total other assets........................................  $29,560 $29,751

1973 In Review/Finance
Retirement P lans- Noncontributory pension plans 

covering substantially all employees resulted in pension 
expense for 1973 and 1972 of $7,300,000 and $7,100,000 
respectively. The actuarially computed value of vested 
benefits under certain of the plans exceed the assets of 
the related trusts by $31,000,000 at the most recent 
actuarial valuation date. The present policy is to fund, at 
a minimum, pension costs accrued. The board of direc
tors has authorized contributions to the pension trust 
aggregating $6,200,000 in excess of amounts charged to 
earnings; this amount is shown as prepaid pension 
costs in the balance sheet and the applicable deferred 
income taxes have been provided.

ABBOTT LABORATORIES (DEC)
CURRENT LIABILITIES
Short-term borrowings, including $50,547,000 of com

mercial paper in 1973 (Note 3)............. $92,009,000
Accounts payable and accrued expenses. 90,959,000
Dividends payable.................................  4,158,000
Payroll savings plan.............................. 7,729,000
Income taxes payable............................ 15,161,000
Current portion of long-term debt...........  1,207,000
Total current liabilities..................................  $211,223,000

Note 3: Short-Term Borrow ings- Short-term borrow
ings at December 31, 1973 consisted of domestic com
mercial paper and international loans (principally bank). 
Following is a summary of such borrowings during the 
year:

Domestic International
Average borrowings during 1973 ........... $21,254,000 $36,553,000
Weighted average interest rate..............  8.9% 11.2%
Highest level of borrowings at any month-  

end during 1973 was December 31 ..... $50,547,000 $41,462,000
Weighted average interest rate..............  8.9% 12.0%

At December 31, 1973, unused domestic credit lines 
of $50,000,000 supported commercial paper issued by 
the Company.

TA B LE 2 -3 3 : SH O R T TE R M DEBT
Description
Notes or loans

1973 1972 1971 1970

Payee indciated. . . . . . . . . . . . . . . . 252 204 213 234
Payee not indicated .. . . . . . . . . . 217 256 294 307

Short-term Debt or Borrowings. 27 27 20 11
Commercial Paper. . . . . . . . . . . . . . . 36 16 21 20
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 11 7 9
Total Presentations.................. 545 514 555 581
Number of Companies
Showing short-term d e b t....... 448 430 453 476
Not showing short-term d e b t. . . 152 170 147 124
Total............................ ............ 600 600 600 600

AMERICAN BEEF PACKERS, INC. (MAY)
CURRENT LIABILITIES:
Notes payable under financing agreements (Note 3) $29,957,000
Notes payable to bank (Note 3)...........................  11,490,000
Current portion of long-term debt (Notes 3 and 5)... 917,000
Drafts in transit (Note 3)..................................... 1,851,000
Checks issued for livestock in transit...................  10,940,000
Accounts payable and accrued expenses..............  17,698,000
Taxes on earnings currently payable....................  1,644,000
Deferred taxes on earnings................................. 257,000
Total current liabilities...................................................  $74,754,000

Note 3: Assigned Assets- Approximately $431,00 of 
cash and substantially all trade accounts receivable and 
inventories are assigned as collateral for the current and 
long-term notes payable under financing aggrements, 
the notes payable to banks and the drafts in transit. See 
Note 5 for additional assets assigned or pledged.
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AMERICAN ELECTRONIC LABORATORIES, INC. (FEB) 
CURRENT LIABILITIES:
Notes payable to banks (Note 5).......................... $2,840,775
Accounts payable..............................................  2,137,189
Accrued liabilities..............................................  2,344,734
Long-term debt due within one year (Note 8)......... 229,286
Total current liabilities...................................................  $7,551,984

Note 5: Notes Payable- Receivables (including un
billed amounts) and inventories aggregating approxi
mately $9,950,000, machinery and equipment of a subsi
diary, the Company’s investment in shares of Butler and 
AEL Israel stock (Note 3) and substantially all of the 
shares of the Company’s subsidiaries have been as
signed to the bank as collateral for current notes paya
ble.

CARRIER CORPORATION (OCT)
CURRENT LIABILITIES
Accounts payable.............................................. $ 71,216,000
Accrued expenses.............................................  35,417,000
Product guarantees, etc....................................... 25,896,000
Notes payable to banks......................................  17,277,000
Accrued taxes on income...................................  6,984,000
Current portion of long-term debt........................  5,924,000
Dividends payable..............................................  3,259,000
Total Current Liabilities.................................................  $165,973,000

Notes to Consolidated Financial Statements
Note 1 (in part)-P roduct Guarantees. Current and 

extended-term product guarantees are established for 
the estimated future costs that will be incurred under 
product guarantees and warranties presently in force.

Notes Payable- Notes payable to banks at October 
31, 1973, are comprised of foreign bank loans bearing 
interest at rates varying from 6¾ % to 1 2 ½ %.

As a result of seasonal working capital requirements, 
the Corporation and CDCC have obtained informal un
secured lines of credit from several domestic banks to
taling $20,000,000 with interest at the prime commercial 
rate. The Corporation and CDCC had average borrow
ings o u ts ta n d in g  during the year of approximately 
$14,600,000 and reached a maximum of $32,000,000. 
The weighted average interest rate on these borrowings 
was approximately 7.5%. While these lines are not 
subject to any formal agreements, the Corporation has 
generally maintained average compensating bank ledg
er balances equivalent to 10% of the lines of credit when 
not in use and an additional 10% when in use. These 
balances are not considered by the Corporation to be 
material in relation to its liquidity position.

SUNDSTRAND CORPORATION (DEC)
CURRENT LIABILITIES
Notes payable to banks (unsecured).....................  $30,170,000
Long-term debt due within one year....................  8,932,000
Accounts payable..............................................  20,535,000
Income taxes....................................................  3,850,000
Accrued liabilities..............................................  23,905,000
Total current liabilities...................................................  $87,392,000

Financial Summary

Notes Payable to B anks- As of December 31, 1973, 
Sundstrand had utilized domestic unrestricted short
te r m  b a n k  c r e d i t  a g r e e m e n t s  to th e  ex te n t  of 
$22,150,000 and had available unused short-term com
mitments of $9,850,000 on which no commitment fees 
are required. These agreements provide for repayment 
on a revolving 90-day basis.

The following summarizes domestic short-term bank 
borrowing activity for the year ended December 31, 
1973:

Average amount of short-term borrowings during
1973 .............................................................  $20,300,000

Maximum amount of short-term borrowings at any
month end.....................................................  29,250,000

Average stated interest rate dur ing 1973 .............. 7.4%
Average stated interest rate at December 31, 1973 ... 10.0%

Sundstrand has informal commitments to maintain 
average compensating balances of 15% of the total 
amounts borrowed and 10% of unused commitments. At 
December 31, 1973, this average compensating balance 
requirement amounted to approximately $4,300,000.

In addition, at December 31, 1973, Sundstrand had 
$8,020,000 of short-term notes payable to banks outside 
of the United States in various currencies.

MONFORT OF COLORADO, INC. (AUG)
1973 1972

CURRENT LIABILITIES 
Notes Payable:

Banks- Note C ...............................  $22,500,000 $22,090,000
Others............................................  .......  1,000,000

Bankers acceptances payable- Note C ... 35,000,000 30,000,000
Accounts payable................................ 9,054,164 8,168,935
Employee Compensation...................... 1,950,489 1,212,054
Accrued interest.................................  732,182 53,137
Taxes, other than income taxes............  955,326 819,626
Federal and state income taxes............  176,313 5,994,624
Current portion of long-term debt.........  423,090 380,312
Total Current Liabilities.............................. $70,791,564 $69,718,688

Note C: Notes Payable to Banks and Bankers Accept
ances Payable- An unsecured line of credit agreement 
permits the Company to borrow with certain restric
tions, up to $25,000,000 on notes and $35,000,000 on 
bankers acceptances during the period ending Decem
ber 31 , 1973. Bankers acceptances at September 1, 1973 
and September 2, 1972, respectively, totaled $35,000,000 
and $30,000,000 while borrowings under notes at each 
date totaled $20,500,000. The loan agreement contains 
provisions which, among others, limit the ratio of debt 
to equity: borrowings to a percentage of cash, substan
tially all receivables, and market value of inventories: 
and the incurrence of additional debt. In addition, the 
Company is prohibited from paying cash dividends and 
in making certain types of investments without the con
sent of the lenders.
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U N IT E D  F O O D S , IN C . (F E B )
CURRENT LIABILITIES;
Notes payable, inc lud ing  curren t m aturities of long

term debt:
Collateralized by inventories and accounts receivable $20,418,214
Collateralized by o ther a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,378,603
U n se cu re d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,603,012
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,561,823
A c c ru a ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,554,547
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  490,594

Total Current Liabilities.................................................  $29,006,793

T rad e  C red itors

A M E R IC A N  G R E E T IN G S  C O R P O R A T IO N  (F E B )
CURRENT LIABILITIES
Trade accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 6,410,000
Payrolls and payroll ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,239,000
Employees' retirem ent p ro fit-sharing  c o n tr ib u tio n ...  2,275,000
State and local ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,067,000
Dividends paya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  833,000
United States and Canadian incom e ta x e s .. . . . . . . . . . .  3,622,000
C urrent installm ents of long-term  d e b t . . . . . . . . . . . . . . . . .  1,929,000
Total Current Liabilities.................................................  $20,375,000

TA BLE 2-35: C U R R E N T L IA B IL IT IE S  -
L IA B IL IT IE S  TO  OR FOR EM PLO Y EES

Description 1973 1972 1971 1970
Salaries, wages, payrolls, com 

missions (*87, 5 7 7 ,7 6 7 ) . . . . . . . . . . . . .  194 184 179 181
W ithholdings, payroll taxes (*268,

5 4 4 .7 4 8 ). . . . . . . . . . . . . . . . . . . . . . . . .  36 39 47 55
Pension or retirem ent plan con

tribu tions (*9 2 ,3 4 5 ,5 4 5 ) . . . . . . . . . . . .  31 28 25 25
Profit-sharing contribu tions

(*3 8 9 ,4 9 8 ,7 6 2 ) . . . . . . . . . . . . . . . . .  30 27 24 15
O ther captions (*3 0 2 ,5 2 2 ) . . . . . .  42 32 34 43
Total Presentations....................... 333 310 309 319
Number of Companies
Showing liab ilities to  or fo r

e m p lo ye e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  206 202 193 192
No such lia b ilit ie s . . . . . . . . . . . . . . . . . . . . .  394 398 407 408
Total............................................  600 600 600 600
*Refer to Company Appendix Section.

Liab ilities  To  or For E m ployees

The captions used by the survey companies to des
cribe liabilities to or for employees are summarized in 
Table 2-35.

T H E  C L E V E L A N D - C L IF F S  IR O N  C O M P A N Y  (D E C )  
CURRENT LIABILITIES
Accounts payable, inc lud ing  $3,753,000 (1 9 7 2 -

$2,889,000) to a s s o c ia te s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 6,640,000
Accrued e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,398,000
Employee co m p e n sa tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,871,000
Royalties p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,987,000
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,473,000
Note payable to  b a n k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .
C urrent portion o f long-term  d e b t. . . . . . . . . . . . . . . . . . . . . . . .  1,000,000
Other l ia b ilit ie s . . . . . . . . . . . . . . . . . . .    2,334,000
Total Current Liabilities.................................................  $17,703,000

A M E R IC A N  H O S P IT A L  S U P P L Y  C O R P O R A T IO N  (D E C )

($ thousands)
CURRENT LIABILITIES:
Notes payable to  b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 23,362
Current m aturities on long-term  o b lig a tio n s . . . . . . . . . . .  973
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  72,600
Com m issions, salaries and w ith h o ld in g s .. . . . . . . . . . . . . .  11,112
Retirem ent and pro fit-sharing  p la n s . . . . . . . . . . . . . . . . . . . . . .  4,961
Taxes o ther than federal incom e ta x e s . . . . . . . . . . . . . . . . .  4,761
Federal incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,931
Total current liabilities...................   $122,700

TA BLE 2-34: C U R R E N T L IA B IL IT IE S  -  TR ADE  
C R ED ITO R S

Description 1973 1972 1971 1970
Accounts payable, payables, or 

trade payables in a separate cap
tion ( * 3 9 ,108, 7 4 2 ) . . . . . . . . . . . . . 389 381 364 369

A ccounts payable com bined w ith  
accrued liab ilities o r accrued ex
penses (*152,233, 251, 6 4 2).... 187 192 210 212

Other captions (*4 3 ,3 1 0 ,7 6 1 ).... 24 27 26 19
Total Companies.................... 600 600 600 600

M W A  C O M P A N Y  (J U N )
CURRENT LIABILITIES
C urrent portion of long-term  d e b t. . . . . . . . . . . . . . . . . . . . .
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
C ustom er progress payments on w ork in process
Employee c o m p e n sa tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accrued expenses and o ther l ia b il i t ie s . . . . . . . . . . . . . . .
D ividends paya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total Current Liabilities.............................................

$ 16,500
459,257 
215,570 
174,655 
111,088 

59,564 
437,926

$1,474,560

*Refer to Company Appendix Section.
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MARHOEFER PACKING COMPANY, INC. (OCT)

CURRENT LIABILITIES:
Short-term  b o rro w in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 500,000
Current installm ents on Long-Term  d e b t . . . . . . . . . . . . . . .  390,000
A ccounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  552,883
Pension plan con tribu tion  p a y a b le . . . . . . . . . . . . . . . . . . . . . . .  305,071
Other accrued e xpenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  603,938
Total Current Liabilities.................................................  $2,351,892

THE NARDA MICROWAVE CORPORATION (JUN) 

CURRENT LIABILITIES;
Current maturities of long-term debt....................  $ 124,206
Accounts payable- trade...................... 382,728
Accrued expenses:

Compensation (Note 7)....................... 278,045
Commissions.................................... 209,508
Retirement plan contribution (Note 6)... 236,000

Other.................................................. 105,439
Income taxes.......................................  486,153
Total Current Liabilities................................ $1,822,079

Note 6: Retirement P lan -  The cost of the plan for
the years ended June 30, 1973 and 1972 was $236,000
and $170,152 respectively of which $56,513 and $21,192 
respectively were applicable to past services. As of Jan
uary 1, 1973, the latest valuation date, the unfunded 
po r t i o n  of past  serv ice costs  was approx imate ly  
$535,000 and the total assets of the Plan exceed the 
actuarilly computed value of vested benefits.

Note 7: Incentive Compensation Plan—  In October, 
1972 the stockholders of the Company approved a five 
year key employee incentive compensation plan. In ac
cordance with the terms of the Plan payment of the in
centive compensation may be made in cash and/or 
shares of the Company’s common stock, of which
50,000 shares have been reserved for such issuance. 
During fiscal 1973, $125,000 was accrued under the Plan 
with the method of payment to be determined by the 
Board of Directors.

TA B LE 2-36: C U R R E N T L IA B IL IT IE S  -  IN C O M E  
TA X L IA B IL IT Y

Description of Income Tax Lia
bility 1973 1972 1971 1970

Income Taxes (*65,323,695)....  271 239 210 188
Federal income taxes (*157,296,

764). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56 82 90 104
Federal and state income taxes

(10,206,740). . . . . . . . . . . . . . . . . . .  44 48 53 51
U.S. and foreign income taxes

(*136, 177,431). . . . . . . . . . . . . . . .  42 40 48 50
Federal and foreign income taxes

(*510, 560,705). . . . . . .    41 54 53 55
Federal, state, and foreign in

come taxes (*17,295,472)....  23 21 20 23
Other captions for income taxes

(*26,429,759). . . . . . . . . . . . . . . . . .  16 12 16 13
493 496 490 484

Income taxes and other taxes
combined (*106,207,382). . . . .  22 30 30 23

Taxes- type not specified.. . . . .  40 39 42 49
Other captions. . . . . . . . . . . . . . . . . . .  11 6 4 12
Companies showing a caption

lor tax lia b ility . . . . . . . . . . . . . . . . .  566 571 566 568
No caption for taxes payable. . .  34 29 34 32
Total Companies. . . . . . . . . . . . . . . . .  600 600 600 600
Modifier
Accrued. . . . . . . . . . . . . . . . . . . . . . . . . . .  110 109 107 109
Estimated. . . . . . . . . . . . . . . . . . . . . . . . .  13 20 22 26
Provision. . . . . . . . . . . . . . . . . . . . . . . . . .  4 5 7 12
Reserve. . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 2 4 7

129 136 140 154
No modifier. . . . . . . . . . . . . . . . . . . . . . .  437 435 426 414

T o ta l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  566 571 566 568
*R e fe r  t o  C o m p a n y  A p p e n d ix  S e c t io n .

Incom e T ax  L iab ility

Captions used in the balance sheet to describe the  
current liability for Federal income taxes are summa
rized in Table 2-36. The most frequently used captions 
are income taxes and Federal income taxes. Thirty-four 
companies did not show a current liability caption for 
income taxes.

THE AMERICAN DISTILLING COMPANY (SEP)
CURRENT LIABILITIES:
Notes payable to b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $15,000,000
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,686,960
Federal excise tax p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,068,314
Accrued l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,070,522
Dividends paya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34,347
Federal incom e t a x . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  322,720
Long-term  debt due w ith in  one y e a r . . . . . . . . . . . . . . . . . . . .  20,000
Total current liabilities...................................................  $31,202,863

BAKER OIL TOOLS, INC. (SEP)

($ Thousands)
CURRENT LIABILITIES:
Notes p a y a b le -b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1 , 2 2 4
Notes p a y a b le -o th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,400
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,007
Accrued em ployee c o m p e n s a tio n . . . . . . . . . . . . . . . . . . . . . . . . .  5,424
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,436
Taxes o ther than incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,895
Other curren t l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,299
Total current liabilities......... .......................................... $29,685
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B E E C H  A IR C R A F T  C O R P O R A T IO N  (S E P )

CURRENT LIABILITIES
Notes payable to  b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,364,160
Trade accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,684,771
Payroll and payroll d e d u c tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,602,432
Accrued e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,426,932
C ustom er d e p o s its . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,807,941
Federal and state incom e ta x e s ...... . . . . . . . . . . . . . . . . . . . . .  5,931,416
C urrent portion o f long-term  d e b t. . . . . . . . . . . . . . . . . . . . . . . .  194,393
Total current liabilities...................................................  $48,012,045

T H E  Q U A K E R  O A T S  C O M P A N Y  (J U N )
($ thousands)

CURRENT LIABILITIES;
Notes payable to  b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 21,685
Com m ercial p a p e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  44,208
Current m aturities of long-term  d e b t . . . . . . . . . . . . . . . . . . . .  3,447
Accounts payable and accrued e x p e n s e s . . . . . . . . . . . . .  78,050
Income taxes p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,501
Dividends p a ya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,823
Current Liabilities............................................................ $157,714

D R E S S E R  IN D U S T R iE S ,  IN C . (O C T )
($ Thousands)

CURRENT LIABILITIES
Notes paya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 38,894
Accounts payable, e tc . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55,710
Advances from  custom ers on c o n tra c ts . . . . . . . . . . . . . . . .  7,405
Accrued com pensation, taxes, interest, e tc . . . . . . . . . . . . .  73,453
Estimated warranty c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,812
Federal, state, and fore ign incom e ta x e s . . . . . . . . . . . . . . .  12,456
C urrent portion of long-term  d e b t. . . . . . . . . . . . . . . . . . . . . . . .  11,816
Total current liabilities...................................................  $206,546

C urren t A m ount of Long-Term  D ebt

Most companies having long-term debt presented, ei
ther separately or in combination with other amounts, a 
caption in the current liability section for the current 
amount of long-term debt. Table 2-37 shows the various 
descriptive captions and their frequency of use in the 
1973 annual reports of the survey companies.

M c G R A W - H IL L ,  IN C . (D E C )

CURRENT LIABILITIES:
Notes p a ya b le . . . . . . . . . . . . . . . . . . . . . . . . . . .
A ccounts p a y a b le . . . . . . . . . . . . . . . . . . . . . .
Accrued ro y a lt ie s .. . . . . . . . . . . . . . . . . . . . . .
O ther accrued l ia b il i t ie s . . . . . . . . . . . . .
Acrued incom e taxes:
C urrently paya b le . . . . . . . . . . . . . . . . . . . . . . .
D e fe r re d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Unearned service c o n tra c ts . . . . . . . . .
Total current liabilities....................

($ Thousands)

M O R S E  E L E C T R O  P R O D U C T S  C O R P . (M A R )  
CURRENT LIABILITIES:
Notes p a y a b le - b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
C urrent m aturities of long-term  d e b t . . . . . . . . . . . . . . . . . . . .
Bankers’ acceptances p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Notes and accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accrued and o ther cu rren t liabilities:

Payroll and sales com m iss io n . . . . . . . . . . . . . . . . . . . . . . . . . .
Taxes o ther than incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . .
In te re s t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
M isce lla n e o u s. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Federal and local incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . .

Total current liabilities...................................................

$17,000
28,058

TA B LE 2-37: C U R R E N T A M O U N T  OF
LO N G -T E R M  DEBT

14,109
22,595

Description
Current maturities of long-term

1973 1972 1971 1970

20,507
8,006

25,715

debt (*41,134,293)............
Current portion of long-term debt

159 144 133 125

(*213, 635, 750).................
Long-term debt due or payable

138 132 129 123

$135,990 within one year(*6,225,329)...
Current installment of long-term

89 87 88 96

debt (*62,116,525)............
Type of long-term debt- e.g. 

Bonds Payable, Notes Payable,

59 59 60 63

etc. (*160 , 292, 713)............
Caption combining maturing por
tion with other amounts (*139,

10 21 29 42

$ 9,450,000
484,697)......................... 55 71 68 67

413,365
11,523,254
13,698,310

Total Presentations.............
Number of Companies
Showing current amount of long-

510 514 507 516

626,844
482,724

term debt separately...........
Showing current amount of long
term combined with other

455 447 434 438

408,035 amounts......................... 55 71 68 67
378,448 No current amount shown...... 90 82 98 95

7,311,147
$44,292,127

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



150 Section 2: Balance Sheet

BASIC INCORPORATED (DEC)
CURRENT LIABILITIES 
Notes payable
A ccounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Dividends p a ya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accrued p a y ro ll. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accrued property ta x e s . . . . . . . . . . . . . . . . . . . .
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
C urrent portion of long-term  d e b t......

CSC, INC. (MAY)
CURRENT LIABILITIES:
Note p a y a b le - b a n k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Current installm ents of long-term  liab ilities
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Am ounts due on construction  in progress . 
Accrued l ia b ilit ie s -

Wages, salaries and c o m m is s io n s ...... . . .
Payroll and property ta x e s . . . . . . . . . . . . . . . . . . .
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Federal and state incom e ta x e s . . . . . . . . . . . . . . .
Total current liabilities...................................

GENERAL AMERICAN TRANSPORTATION 
CORPORATION (DEC)

CURRENT LIABILITIES:
Notes payable to  banks and com m ercial p a p e r......
A ccounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Due capita l construction  fu n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accrued interest and taxes o ther than incom e taxes
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Notes and bonds due w ith in  one y e a r . . . . . . . . . . . . . . . . . .
Total current liabilities....................................................

$4,859,826
188,794

1,047,807
475,662
232,172

1,359,000
$8,163,261

$100,000
42,299

309,175
88,090

49,172
35,360

4,236
88,274

$716,606

($ thousands)

$ 21,200 
49,736 

9,271 
10,168 

1,006 
20,650

$112,031

PETTIBONE CORPORATION (MAR)
CURRENT LIABILITIES:
Notes payable to  b a n k s -  u n se cu re d . . . . . . . . . . . . . . . . . . . .  $ 3,937,872
Current m aturities

Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,049,985
Lease o b lig a tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,000

Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,756,443
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  971,243
Accrued liabilities

Salaries, wages and other co m p e n sa tio n . . . . . . . . . . . . .  1,923,775
Property, payroll and other ta x e s . . . . . . . . . . . . . . . . . . . . . . .  1,429,342
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  834,433

Total current liabilities...................................................  $30,923,093

REYNOLDS METALS COMPANY (DEC)
CURRENT LIABILITIES:
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 90,752,000
Accrued com pensation and other e x p e n s e s . . . . . . . . . . .  60,292,000
Taxes on in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,949,000
Long-term  debt m aturing w ith in  one y e a r -  per

s c h e d u le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  48,746,000
Notes payable by s u b s id ia r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35,133,000
Dividends p a ya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  847,000
Payables to  unconsolidated subsidiaries and associ

ated c o m p a n ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,682,000
Total Current Liabilities.................................................  $250,401,000

O ther C u rren t L iab ilities

Other identified current liabilities are summarized in 
Table 2-38. The most common types of other current lia
bilities were dividends payable and taxes not combined 
with federal income taxes. Unidentified other current 
liabilities, generally described as accrued expenses, ac
crued liabilities, or other current liabilities are not in
cluded in Table 2-38. There were 371 such presenta
tions.

JOY MANUFACTURING COMPANY (SEP)

CURRENT LIABILITIES:
Notes p a ya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,232,000
Long-term  debt payable w ith in  one y e a r . . . . . . . . . . . . . . . .  2,138,000
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  24,371,000
Salaries, wages and c o m m is s io n s . . . . . . . . . . . . . . . . . . . . . . . .  5,747,000
Dividend p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,817,000
Incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,007,000
Other cu rren t l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,732,000
Total Current Liabilities.................................................. $57,044,000

TA BLE 2-38: O THER C U R R E N T L IA B IL IT IE S
Nature 1973 1972 1971 1970
Taxes not combined with Federal

income taxes...................  112 129 110 106
Dividends payable................  102 104 110 119
Deferred taxes....................  57 63 46 48
Interest............................  38 38 38 31
Customer advances, deposits... 25 28 34 26
Guarantees, warranties, service
contract obligations............  17 16 17 18

Due to affiliated companies..... 17 15 12 9
Estimated costs relating to dis
continued operations..........  12 14 N/C N/C

Billings on uncompleted con
tracts............................. 11 13 5 9

Other- Described...............  54 46 50 70
Total Presentations.............  445 466 422 436
N / C -  Not Compiled.
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BIRD & SON, INC. (DEC)

CURRENT LIABILITIES:
Accounts payable and accrued expenses..............  $ 7,465,000
Advance payments on sales contracts- Note 1 .....  3,932,000
Long-term liabilities, portion due within one year.... 83,000
Pension contribution payable..............................  1,707,000
Federal income taxes.........................................  892,000
Dividend payable............................................... 546,000
Total current liabilities...................................................  $14,625,000

Note 1 (in part): Advance Payments on Sales Con
trac ts - Bird Machine Company, Inc. manufactures 
equipment for certain customers under sales contracts 
which require cash advances. Recognition of income on 
these advances is deferred until shipments are made to 
customers.

GULF OiL CORPORATION (DEC) 

CURRENT LIABILITIES;
Notes payable and current long-term debt........
Accounts payable.........................................
Consumer sales and excise taxes payable.........
Lease bonus payable to U.S. Government.........
Accrued rents and royalties............................
Accrued United States and foreign income taxes 
Other current liabilities.................................. .

Total Current Liabilities............................................

($ millions)

$ 119 
752 
118 
139 
100 
601 
575

$2,404

COLGATE-PALMOLIVE COMPANY (DEC)
($ thousands)

CURRENT LIABILITIES
Notes and loans payable to banks.......................  $ 58,382
Current portion of long-term debt.........................  5,964
Accounts payable..............................................  116,362
Accrued payrolls, commissions and bonuses........... 17,638
Dividends payable..............................................  9,180
Accrued advertising............................................ 37,720
Accrued income taxes........................................ 61,572
Other accrued taxes...........................................  17,040
Other accruals................................................... 54,967
Total current liabilities...................................................  $378,825

THE DUPLAN CORPORATION (SEP)
CURRENT LIABILITIES:
Notes payable to banks......................................  $ 2,500,000
Current maturities on long-term debt...................  3,213,697
Accounts payable and accrued expenses..............  16,925,341
Accrued income taxes........................................ 2,724,560
Redemption of preferred stock (Note 6)................  1,125,000
Total Current Liabilities.................................................  $26,488,598

Note 6 (in part): Capital S to ck-  The Board of Direc
tors has designated 22,500 shares of its authorized pre
ferred stock as voting, preferred stock $4 convertible, 
Series A. The Series A stock is convertible into common 
stock of the Corporation at $40.80 per share based on 
$100 redemption value of preferred stock. In this con
nection, 27,573 shares of common stock are reserved 
for issuance upon conversion. On November 1, 1973 
11,250 shares of Series A stock with a redemption price 
of $1,125,000 were redeemed and have been shown at 
September 30, 1973 as a current liability with a corre
sponding reduction in stockholders’ equity. The Corpo
ration is to redeem the remaining 11,250 shares of Se
ries A stock on November 1, 1974 at a redemption price 
of $100 per share.

HARRIS-INTERTYPE CORPORATION (JUN)
CURRENT LIABILITIES:
Notes payable to banks (principally by international

subsidiaries)................................................... $ 11,777,119
Trade accounts payable.....................................  35,962,463
Compensation and other accrued items................  34,834,420
Advance payments by customers.......................... 11,413,813
Income taxes....................................................  29,854,789
Current portion of long-term debt........................  1,273,193
Total Current Liabilities.................................................  $125,115,797

INTERPHOTO CORPORATION (FEB)
1973 1972

CURRENT LIABILITIES:
Notes and acceptances payable to banks $18,035,774 $17,511,667
Current portion of long-term debt.........  902,184 557,567
Accounts payable................................  6,032,057 4,903,160
Due to (from) affiliated company (Note 3) 154,513 (51,869)
Accrued expenses...............................  2,108,436 1,536,811
Taxes payable on income.....................  217,632 283,424
Total Current Liabilities.............................. $27,450,596 $24,740,760

Note 3: Transactions with Affiliated Company- As of 
February 28, 1973, 50.6% of the outstanding common 
stock of the Company was owned by Argus Incorporat
ed. On March 7, 1973 a proposal was made to Interpho
to’s Board of Directors to consider a merger by an ex
change of stock whereby each shareholder of Interpho
to would receive five shares of Argus common stock for 
each Interphoto share. If such an exchange were con
summated, Interphoto would become a wholly-owned 
subsidiary of Argus.

During the two years ended February 28, 1973, the 
Company purchased merchandise from Argus of ap
proximately $7,240,000 in 1973, and $4,184,000 in 1972. 
The Company sold merchandise to Argus of approxi
mately $831,000 in 1973 and $480,000 in 1972. As of 
February 28, 1973, the Company had a net payable of 
$154,513 to Argus with respect to such purchases and 
sales.
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A. C. NIELSEN (AUG)
($ thousands)

CURRENT LIABILITIES;
Accounts and drafts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $8,717
Accrued retirem ent and p ro fit sharing e x p e n s e .... . .  4,826
United States and fore ign incom e ta x e s . . . . . . . . . . . . . . . .  3,576
Other accrued e xpenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,584
Loans payable to  b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,853
Current liabilities before deferred revenue..............  24,556
Deferred revenue on uncom pleted contracts (Note 1) 12,761
Total current liabilities and deferred revenue.........  $37,317

Note 1 (in part): Contract Revenue- Many contracts 
for Retail Index and Media Research services are billed 
before the required services have been completed. 
These billings are deferred from revenue and recog
nized in income as costs to complete are incurred. 
Since services related to advance billings are performed 
shortly after the billings are rendered, deferred revenue 
has been classified as current at August 31, 1973 and 
deferred revenue at August 31, 1972 has been reclassi
fied as current. Revenue from other services is recorded 
in income when billed.

OXFORD INDUSTRIES, INC. (MAY)
CURRENT LIABILITIES:
Notes p a y a b le - b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 5,500,000
Trade accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,199,843
Other accrued e xp e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,394,177
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,540,685
Unearned incom e on service contracts (Note A ) . . . . .  3,806,548
Current m aturities of long-term  d e b t . . . . . . . . . . . . . . . . . . .  2,648,183
Total Current Liabilities.................................................  $41,089,436

Note A (in part): Summary of Significant Accounting 
Policies: Unearned Income on Service Contracts- Un
earned income on service contracts is amortized by the 
straight-line method over the life of the related contract.

THE SPERRY AND HUTCHINSON COMPANY (DEC)

($ thousands)
CURRENT LIABILITIES:
Short-term  notes due to  banks and cu rren t portion of

long-term  d e b t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 33,923
Accounts payable and accrued l ia b il i t ie s . . . . . . . . . . . . . . .  76,608
Federal, state and local ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,409
Dividends p a ya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   2,722
Liability  fo r stamp re d e m p tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . .  258,614
Total Current Liabilities.................................................  $378,276

Notes to Consolidated Financial Statements
Note 1 (in part): Liability for Stamp Redemptions-  

The Company records stamp service revenue and pro
vides for cost of redemptions at the time stamps are fur
nished to licensees. The provision for redemptions con
sists of estimates, based upon current operating experi
ence, of the cost of merchandise and the related re
demption service expenses required to redeem 95% of 
the stamps issued. This liability is classified wholly as a

current liability although some portion of the stamps 
provided for may not be presented for redemption with
in one year.

Since redemption service expenses are deducted for 
Federal income tax purposes as actually incurred, the 
future tax benefit attributable to the difference between 
the provision for redemption service expenses and the 
actual expense incurred in each period has been recog
nized in the financial statements.

UNITED MERCHANTS AND MANUFACTURERS, INC. 
(JUN)

CURRENT LIABILITIES:
Notes and advances p a y a b le - banks and bankers .. $208,897,000
Current installm ents of long term d e b t . . . . . . . . . . . . . . . . .  10,493,000
C redit balances of factored c l ie n ts . . . . . . . . . . . . . . . . . . . . . . .  127,081,000
Trade payables, accrued expenses and other liab ilities 101,243,000 
Federal and foreign incom e taxes p a y a b le .. . . . . . . . . . .  5,921,000
Total Current Liabilities.................................................  $453,635,000

UTAH-IDAHO SUGAR COMPANY (FEB)
CURRENT LIABILITIES;
Notes p a ya b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $20,528,500
Accounts payable and accrued e x p e n s e s . . . . . . . . . . . . . .  12,483,556
Excise tax payable on sugar as s o ld . . . . . . . . . . . . . . . . . . . .  3,069,364
Federal and state incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . .  173,333
Estimated rem aining paym ent for b e e ts . . . . . . . . . . . . . . . .  10,100,327
C urrent portion  of long-term  d e b t. . . . . . . . . . . . . . . . . . . . . . . .  17,514
Total Current Liabilities.................................................. $46,372,594

WINNEBAGO INDUSTRIES, INC. (FEB)
CURRENT LIABILITIES;
Notes payable, banks, 6% (Note 3 ) . . . . . . . . . . . . . . . . . . . . . . .  $11,000,000
Accounts payable, t r a d e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,489,930
Accrued expenses;

P a y ro ll. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  547,083
Property and payroll ta xe s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  922,425
Vacation, p ro fit-sharing  and o ther expenses... . . . .  1,318,380

Incom e taxes p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,492,800
Judgm ent payable (Note 5 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,000,000
Total current liabilities...................................................  $38,770,618

Note 3: Notes Payable -  The Company and its wholly- 
owned finance subsidiary, Winnebago Acceptance Cor
poration, were granted a combined $45,000,000 line of 
credit during February 1973. The borrowings will be un
secured and at the prime rate of the lending bank. The 
Company and the subsidiary have agreed to maintain 
compensating balances equal to an annual average of 
15% of the commitment. To the extent that compensat
ing balances are maintained by the Company, the effec
tive interest rate is increased. At February 24, 1973, 
loans to the Company of $11,000,000, and loans to the 
finance subsidiary of $11,000,000, were outstanding 
against the line of credit.
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The Company has guaranteed the direct borrowings 
of Winnebago Acceptance Corporation up to a maxi
mum of $30,000,000.

Note 5 (in part): Contingent Liabilities and Commit
m ents- See Item 5. Pending Legal Proceedings for in
formation regarding litigation.

Item 5 (in part): Pending Legal Proceedings- In Au
gust, 1970 an action was filed in the United States Dis
trict Court for the Northern District of Iowa by Life-Time 
Industries, Inc., a former dealer and distributor of Win
nebago products naming Winnebago and certain of its 
officers and directors as defendants requesting dam
ages in an amount, as subsequently increased by an 
amendment, of $445.6 million, on each of five alternative 
theories. In essence the complaint alleged that Winne
bago (1) fraudulently induced the plaintiff to enter into a 
contract for Winnebago to manufacture motor homes 
for distribution by the plaintiff, (2) interfered with the 
plaintiff’s property rights and trade secrets under said 
contract, and (3) breached said contract both as written 
and as modified by various oral representations, all for 
the purpose of obtaining profit and economic gain at 
the expense of the plaintiff.

On November 8, 1972 the plaintiff’s claims of fraud 
and tortious interference were dismissed on the merits 
as to Winnebago in accordance with the findings of the 
jury. Damages in the amount of $4,000,000 were award
ed against Winnebago for breach of contract and dam
ages in the amount of $400,000 each were awarded 
against two officers of the Company for tortious inter
ference with business relationships and expectancies. 
The jury failed to reach a verdict on the trade secret 
count and a mistrial was declared as to that.

The Company intends to appeal the judgment and its 
bond and support of such appeal has been approved by 
the Court. Counsel for the Company have filed a variety 
of post-trial motions challenging the judgments which 
are now pending decision.

Should the Court deny the Company’s motion for 
judgment for the defendant on the trade secret count, 
the count can be expected to be retried. Counsel for the 
Company have advised that in their opinion there is no 
legal merit to the plaintiff’s claim on this count, and that 
the evidence introduced in the first trial did not estab
lish either the existence or misappropriation of a trade 
secret: however, such counsel have advised that it 
should be noted that the jury was unable to reach a de
cision on these matters.

LONG-TERM DEBT

Types of long-term debt appearing in the 1973 bal
ance sheets of the survey companies are analyzed in 
Table 2-39. In addition to the information shown in the 
table, 155 companies have long-term debt payable in 
foreign currency, 81 companies have long-term debt 
which is callable at the option of the company, and 11 
companies have long-term debt of foreign consolidated 
subsidiaries payable in United States dollars.

Opinion No. 21 -  Interest on Receivables and Pay
ables, issued in August 1971 and effective for transac
tions entered into after September 30, 1971, requires the 
imputation of a realistic interest rate to most long-term 
payables not bearing interest or bearing an interest rate 
lower than the prevailing rate.

TA B LE 2-39  LO N G -T E R M  DEBT
Unsecured (Not Convertible) 1973 1972 1971 1970
Notes (*64,106,300,746). . . . . . . . . .  467 448 468 466
Debentures (*124,213,394,504).... 290 274 287 262
Loans (*52,220,511,709).. . . . . . . .  103 107 95 88
Other- Described (*273,304,554) 76 72 72 66
Other- Not Described. . . . . . . . . . . .  230 214 222 177
Total Presentations.................  1166 1115 1144 1059
Collateralized (Not Convertible)
Mortgages and other debt colla

teralized by real estate
(*34,305,352,621). . . . . . . . . . . . . . . .  205 228 214 215

Capitalized leases (*60,131,566,
753). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  165 156 141 141

Notes or loans (*8,222,628,741).. 74 83 75 79
Other-Described (*91,239,470)... 90 69 59 68

Total Presentations.................. 534 536 489 503
Convertible
Debentures (*6,311,420,720). . . . .  190 210 197 187
Notes (*5,157,276,428).. . . . . . . . . .  32 41 40 39
Other-Described (*36,258,385).. 13 16 12 13
Total Presentations.................. 235 267 249 239
Number of Companies Pres

enting
Unsecured and collateralized. . .  200 196 189 184
Unsecured o n ly . . . . . . . . . . . . . . . . . . .  138 131 141 150
Unsecured, collateralized, and

convertible. . . . . . . . . . . . . . . . . . . . . .  134 138 129 121
Unsecured and convertible.....  73 81 86 85
Other combinations. . . . . . . . . . . . . .  26 29 29 30
No Long-term debt. . . . . . . . . . . . . .  29 25 26 30
Total......................................... 600 600 600 600
*R efer to  C o m p a n y  A p p e n d ix  S ec tio n .
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Several examples of the disclosure of imputed inter
est are included with the following examples of disclo
sures of long-term debt classifications.

AEROSOL TECHNIQUES, INCORPORATED (SEP)
1973 1972

Long-term  debt, less curren t portion 
shown a b o v e -N o te s  E and G . . . . . . . . . . . .  $5,271,578 $4,397,880
Note E: Long-Term D eb t- At September 29, 1973 and 

September 30, 1972 long-term debt consists of the fol
lowing:

1973 1972
Collateralized notes payable to  an insur

ance company, payable in equal quarterly 
installm ents o f $66,201, inclusive of in te r
est of 5½% or 5⅝ % per annum, co lla te ra l
ized by m ortgages on properties and as
signm ent of leases thereof and rentals
payable th e re u n d e r . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,929,044 $3,026,301

Note p a ya b le -b a n k , pursuant to term loan
agreem ent ( a ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,400,000 - - - - - - -

L iab ility  in connection w ith a m erger in 
1971, payable $80,000 in January, 1974 w ith 
interest at the rate of 8% per annum and 
$200,000 in July 1974 and July 1975 w ith in
terest at the rate of 6% per a n n u m . . . . .  480,000 600,000

Note p a y a b le -s u p p lie r ( b ) . . . . . . . . . . . . . . . . . . .  400,000 400,000
M ortgage payable m aturing July, 1985 

payable in m onthly installm ents o f $2,778 
w ith  interest at the rate of 2% above the 
prime interest rate charged by a bank, co l
lateralized by property having a carrying 
value of approxim ately $473,000 at Sep
tem ber 29, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  394,444 427,778

M ortgage payable m aturing July, 1978 
payable in m onthly installm ents o f $ 1,110 
w ith  interest at the rate of 6% per annum, 
collateralized by land and bu ild ing at the
Oxzyn fa c i l ity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  55,768 85,144

Liability  payable to  a supplier in three 
equal sem i-annual installm ents com m en
c in g  July 1, 1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  150,000 150,000

O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  275,403 215,324
6,084,659 4,904,547

Less: C urrent p o r t io n . . . . . . . . . . . . . . . . . . . . . . . . . .  813,081 506,667
$5,271,578 $4,397,880

(a) On January 5, 1973 the Company entered into a term 
loan agreement with a bank pursuant to which said 
bank loaned the Company $1,500,000 repayable in 
twenty quarterly installments ranging from $50,000 to 
$100,000 commencing April 1, 1973 with interest at the 
rate of 2% above the bank’s prime interest rate. The 
agreement provides, among other things, that the Com
p a n y  m a i n t a i n  a m in im um  i) w o rk in g  cap i ta l  of 
$4,200,000; ii) working capital ratio of 140%; iii) tangible 
net worth, as defined, of $7,920,000 and iv) ratio of total 
liabilities to tangible net worth, as defined, of 2.5 to 1. In 
addition, the agreement contains certain restrictions on 
long-term leasing, the acquisition of fixed assets, the in
curring of certain indebtedness, the paying of cash divi

dends and the acquisition of the Company’s Common 
Stock, except Common Stock issued under the Compa
ny’s stock option plans.
As at September 29, 1973 there existed events of default 
fault with respect to certain of the above-mentioned re
quirements. Subsequent to the date of the balance 
sheet, the bank waived all defaults through the period 
ended March 31, 1974.
(b) On March 31, 1971 the Company entered into an 
agreement with a supplier pursuant to which the sup
plier loaned the Company $400,000. The agreement also 
provides for additional loans of $230,000 (for relocation) 
and, subject to the conditions set forth below, $600,000 
on or about April 1, 1975. Interest on the loans will be 
computed at a rate of 1% in excess of the prime rate as 
from time to time in force and the loans will mature not 
later than April 1, 1976. The agreement also provides 
that:
(1) the obligation of the supplier to make the additional 
loan in 1975 is contingent upon i) the absence of an ad
verse change in the financial condition of either the 
Company or the supplier prior to the date on which the 
additional loan will be made, and ii) the making by the 
Company of purchases in specified amounts from the 
supplier: and
(2) the maturity date of the loan will accelerate in the 
event that purchases by the Company from the supplier 
are less than specified amounts during the term of the 
loan and also in certain other events.
The minimum aggregate maturities of long-term debt 
for each of the fifty-two or fifty-three week periods sub
sequent to September 19, 1973 are as follows:
Septem ber 28, 1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $813,081
Septem ber 27, 1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  798,603
Septem ber 25, 1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  937,138
Septem ber 24, 1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  582,830
Septem ber 30, 1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  372,566

AIRCO, INC. (DEC)
LONG-TERM DEBT
Industrial Revenue Bonds, 5¾ %, due 1984-93 . . . . . . . .  $ 6,600,000
C onvertible Subordinated Debentures, 3⅞ %, due

1977-87 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  31,762,000
Sinking Fund Debentures, 6½%, due 1987 . . . . . . . . . . . . .  2,259,000
Dom estic Bank Notes, 10% Currently, due 1976-79 .. 45,000,000
Foreign Bank Notes, 6 3/16-12%  Currently, due 1975-

88 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,074,000
Prom issory Notes, 4.85-7¾ % Currently, due 1975-88 62,480,000
Other Debt (principa lly  m o rtg a g e s ). . . . . . . . . . . . . . . . . . . . . . .  5,955,000
Total Long-Term Debt....................................................  $167,130,000

Financial Review
Long-Term Debt— Following are the amounts paya

ble annually during the five-year period ending Decem
ber 31, 1978. Included in the 1977 and 1978 amounts 
payable are sinking fund deposits on the 3⅞% converti
ble subordinated debentures:
1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 5,836,000
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,977,000
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,717,000
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,941,000
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,944,000
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Subject to certain limitations and payments of premi
ums, prepayments on all long-term debt may be made. 
Of the total long-term debt of $167,130,000 at December 
31, 1973, $4,356,000 was repayable in foreign currency.

Under a 1972 agreement, domestic banks are com
mitted to lend $50,000,000 to Airco through July 31, 
1975, of which $45,000,000 had been borrowed and was 
outstanding at December 31, 1973. Repayment of these 
notes is required to be made in equal semi-annual in
stallments over a four-year period beginning on January 
31, 1976. The notes bore interest at the best rate estab
lished, from time to time, by The Chase Manhattan Bank 
(National Association), one of the participating banks, 
until July 31, 1973 at which time the interest rate was in
creased to ¼% above that rate until July 31, 1975, and 
½% above that rate, thereafter.

In connection with this agreement, Airco, under oral, 
informal arrangements, which do not restrict the with
drawal or use of funds, is expected to maintain and has 
substantially maintained during 1973 a compensating 
balance of 20% of the average bank loans outstanding. 
Such depository amounts are determined from the 
bank’s ledger records adjusted for estimated uncollect
ed funds. Average compensating balances maintained 
during 1973 under these arrangements amounted to 
$10,000,000. Such arrangements are not required under 
any other long-term debt financing.

The average balance on Airco’s books during 1973 
related to compensating balance arrangements for both 
short-term borrowings and long-term debt was approxi
mately $9,000,000. This balance differs from the banks’ 
records due to delays in the presentment of checks and 
deposits in transit.

The instruments relating to long-term debt contain 
provisions which limit the amount that may be expend
ed for the payments of cash dividends and the pur
chase, redemption, or retirement of Airco’s capital 
stock. As of December 31, 1973, under the most restric
tive of these provisions, the amount of retained earnings 
unrestricted for such purposes was approximately 
$32,800,000.

ALPHA PORTLAND INDUSTRIES, INC. (DEC)

Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Additional Financial Information

Long-term  debt (exclusive of cu rren t po r
tion);

6% notes payable in annual installm ents
1975 th rough  1982 . . . . . . . . . . . . . . . . . . . . . . . .

6¾% (effective rate 7%) Industria l Revenue 
Bonds (City of B irm ingham ) payable in an
nual installm ents th rough 1982, unam ort
ized-d iscount of $23 in 1973 and $27 in
1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

6¼% (effective rate 6⅜%) Industria l Reve
nue Bonds (City of B irm ingham ) payable in 
annual installm ents th rough  1988, una
m ortized  d iscount o f $14 in 1973 .. . . . . . .

5½% Industria l Revenue Bonds (Onondaga 
County) payable in annual installm ents
through 1980 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Notes at ¾ % over prim e (10% at December 
3 1 , 1973) payable in quarterly installm ents
through 1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

4¼% obligation payable in annual insta ll
ments th rough 1975 . . . . . . . . . . . . . . . . . . . . . . . . . .

Total.................................................................
Am ounts m aturing w ith in  five years:
First y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Second y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Third y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Fourth y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Fifth y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1973 1972
($ Thousands)

$32,913 $32,498

$26,750 $26,750

1,587

926

600

3,000

50
$32,913

$1,355
4,568
4,533
4,548
3,563

1,748

700

3,200

100
$32,498

$2,035
1,115
4,325
4,285
4,298

ARCHER DANIELS MIDLAND COMPANY (JUN)
1973 1972

Long-term  d e b t-N o te  5 . . . . . . . . . . . . . . . . . . . . . .  $78,947,783 $79,106,431
Long-term  lease obliga tions cap ita lize d-  

Note 5 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,530,000 8,185,000
Note 5: Long-term Liabilities

1973 1972
Long-term  debt consists of:
4⅞ % Prom issory N o te s . . . . . . . . . . . . . . . . . . . . . . . .  $20,000,000 $21,000,000
Prom issory Note, payable to  b a n k . . . . . . . . . . .  25,000,000 25,000,000
Term Loans, payable to b a n k s . . . . . . . . . . . . . .  25,000,000 25,000,000
Present value at 12% interest rate of fu tu re  

paym ents fo r  acquisition of assets, payable 
in varying am ounts from  1974 th rough  May
1, 1980 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,329,518 7,329,518

Debentures of subsidiary, 7½%, payable
March 31, 1986 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  862,373 872,965

O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,945,240 1,580,169
80,137,131 80,782,652

Less curren t m a tu r it ie s . . . . . . . . . . . . . . . . . . . . . . . .  1,189,348 1,676,221
$78,947,783 $79,106,431 

The 4⅞ % Promissory Notes require principal payments 
of $1,000,000 annually through March 1, 1978 and of 
$1,500,000 annually on March 1, 1979 through March 1,



156 Section 2: Balance Sheet

1988. Among other convenants, the terms of the note 
agreement as amended August 1, 1971, limit the amount 
available for payment of cash dividends and redemption 
of the Company’s capital stock. The Company is in com
pliance with all the covenants and at June 30, 1973 rein
vested earnings of $39,164,447 were not restricted 
under the covenant limiting the payment of cash divi
dends.
Interest on the Promissory Note payable April 13, 1979 
is at the lesser of 7¾% or 1⅛ % over the prime rate (7¾ % 
at June 30, 1973).
Term Loans are payable $5,000,000 in each of the years 
1975 and 1976 and $15,000,000 in 1977. Interest is at the 
lender’s prime rate (7¾% at June 30, 1973) for the first 
two years, ¼% over such prime rate for the third year 
and thereafter ½% over such prime rate.
Restrictive covenants of the Promissory Note due April 
13, 1979 and of the Term Loans are generally the same 
as those for the 4⅞% Promissory Notes.
Long-term lease obligations capitalized:

Long-term lease payments to retire serial bonds with 
interest rates ranging from 4.25% to 5.5% are required 
in varying amounts through 1983. The current portion of 
this liability ($655,000 at June 30, 1973 and $625,000 at 
June 30, 1972) is included in accounts payable.
The aggregate maturities of long-term debt and long
term lease obligations capitalized for the five years after 
June 30, 1973 are $1,844,000, $7,147,000, $7,331,000, 
$17,395,000 and $2,425,000.

THE BLACK AND DECKER MANUFACTURING 
COMPANY (SEP)

1973 1972
($ thousands)

Long-term  d e b t- le s s  cu rren t m a tu ritie s ... $36,062 $17,485
Notes to Financial Statements
Note F: Long-Term D eb t-  Long-term debt is summa

rized as follows:
Sep. 30, Sep. 24, 

1973 1972
($ thousands)

The Black and Decker M anufacturing Com
pany:

4.75% Note payable due 1991, payable 
$360,000 annually plus interest sem i-an
nually . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

E uro-dollar revolving c re d it . . . . . . . . . . . . . . . . . . .
4% C onvertible Subordinated Debentures 
M cCulloch Corporation:
Notes payable to  b a n k -a s  of November 1,

1973 represented by a prom issory note 
w ith  interest at ½ % over prime, principa l
due December 31, 1974. . . . . . . . . . . . . . . . . . . . .

Trust Deed Note p a y a b le - in te re s t payable 
m onthly a t3½% above prime (not in excess 
of 10%), principa l due August 20, 1976

Other indeb tedness. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other subsidiaries notes p a y a b le . . . . . . . . . . .

$ 6,560 
7,100 
1,958

11,500

$ 6,921 
7,100 
2,748

5,000
2,770
1,174

$36,062
716

$17,485

Principal payments due within the next five fiscal 
y e a rs  are as f o l l o w s :  1 9 7 4 - $ 1 ,6 0 9 ,0 0 0 ;  1 9 7 5 -  
$13,068,000; 1976-$12,831,000; 1977-$464,000;
1978-$492,000.

The Company has entered into a revolving credit 
agreement with a bank providing for a $10,000,000 
Euro-dollar loan commitment through September 14,
1976. As of September 30, 1973, $7,100,000 has been 
taken down under this agreement with the unused por
tion subject to a commitment fee.

The Debentures are convertible into the Company’s 
Common Stock at a current price of $31.11 per share 
and redeemable at the option of the Company. At Sep
tember 30, 1973 there were 62,941 shares of Common 
Stock (88,348 at September 24, 1972) reserved for such 
conversion.

Loan agreements impose certain restrictions relating 
to funded debt, investments in subsidiaries, creation of 
liens on or sale of properties and payment of dividends. 
The balance of retained earnings at September 30, 1973 
was not restricted as to payment of dividends. McCul
loch Corporation property, plant and equipment carried 
at $9,146,000 is subject to lien.

KENNECOTT COPPER CORPORATION (DEC)
1973 1972

Long-term  debt (Note 6) . . . . . . . . . . . . . . . . . . . . . .  $220,831,578 $269,006,954
Note 6: Long-term Debt at December 31, 1973:

NOTES PAYABLE WITHOUT COLLATERAL:
5¾ %, payable $1,152,000 sem i-annually to  July, 1978 $10,415,985
¾  of 1% above prime bank rate, payable 1974 and

1 975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,000,000
Other notes w ith various interest rates and m aturities 1,875,013

20,290,998
NOTES PAYABLE WITH COLLATERAL (a):
5%, payable quarterly to January, 1987 . . . . . . . . . . . . . . . . .  3,269,814
4¾ %, payable in various instalm ents to  January, 1987 3,167,289
O ther notes w ith various interest rates and m aturities 2,468,569

8,905,672
7⅞ % DEBENTURES, DUE MAY 1, 2001 ( b ) . . . . . . . . . . . .  200,000,000
LONDON LOAN FACILITY, EXPIRES OCTOBER, 1974

( c ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    12,500,000
Total long-term d e b t......................................................  241,696,670
Less, Am ounts due w ith in one y e a r . . . . . . . . . . . . . . . . . . . . . .  20,865,092

$220,831,578
(a) Collateralized by property and equipment of certain 
subsidiaries.
(b) The Company is required to make sinking fund pay
m e n t s  b e g i n n i n g  in 1 982 s u f f i c i e n t  to redeem 
$10,000,000 principal amount of debentures per year.
(c) On October 28, 1969, Kennecott entered into a five- 
year credit agreement with a group of foreign banking 
institutions under which the Company may borrow up to 
a maximum of $125,000,000 at a rate of interest equal to 
1¼ % above the rate at which six months U.S. dollars are 
offered to prime banks in the London Interbank Market. 
Commitment fees are payable at the rate of ½% per 
annum on the unused portion of the commitment. The 
notes mature six months from the date of issue and may 
be renewed at Kennecott’s option.
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The long-term debt is payable as follows:
1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 20,865,092
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,854,997
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,789,618
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,795,558
1978 . . . . . . . . . . . . . . . . . . . . . . .    1,699,023
1979-2001 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  206,692,382

$241,696,670

NATIONAL DISTILLERS AND CHEMICAL 
CORPORATION (DEC)

1973 1972
Long-term  debt payable after one year

(Note 7 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $263,474,000 $267,604,000
Note 7: Long-Term Debt

1973 1972
C onvertible subordinated debentures 4½%

due 1978-1992. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 60,052,000 $ 60,053,000
S inking fund debentures 5% due 1974-1983 25,030,000 28,228,000
Prom issory notes 5⅜ % due 1974-1986 ...  46,500,000 47,250,000
Prom issory notes 4⅜ % due 1974-1977 ...  4,100,000 5,400,000
Prom issory notes due 1975-1978, at prim e 

rate plus ¼ % through 1974 and prim e rate
plus ½ %, 1975-1978 . . . . . . . . . . . . . . . . . . . . . . . . . .  60,000,000 60,000,000

Prom issory note 5% due 1974-1985 . . . . . . .  29,050,000 31,350,000
Promissory notes due 1974 at prim e rate 

plus ½ % (m inim um ; 5½%; m axim um ;
6½% ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,500,000 3,000,000

Foreign subsidiary loans due 1974-1982,
average rate 8¼% .. . . . . . . . . . . . . . . . . . . . . . . . . . .  39,879,000 38,321,000

Loan from  custom er to  finance p lan t ex
pansion due 1978-1983 net of d iscount of
$4,030,000 im puted at 9½% .. . . . . . . . . . . . . . .  4,670,000 - - - - - -

O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,680,000 3,582,000

Long-term  debt payable w ith in  one y e a r ..
274,461,000 277,184,000

10,987,000 9,580,000

Long-term debt payable after one y e a r.. $263,474,000 $267,604,000
The December 31, 1973 amounts in the above sum

mary have been reduced by $5,760,000 principal amount 
of certain issues reacquired by the Company which will 
be used to satisfy future sinking fund requirements. The 
payments to be made on long-term debt during each of 
the years 1975-1978 are $24,126,000, $25,010,000, 
$27,964,000 and $32,043,000, respectively.

At December 31, 1973, the 4½% debentures were 
convertible into 2,400,152 shares of common stock at a 
conversion price of $25.02 per share.

PHELPS DODGE CORPORATION (DEC)
1973 1972

Long-term  debt (Schedule C, page 2 6 )...  $281,868,000 $ 1 8 1 ,267,000
Schedule C-Long-Term  Debt (due after one year)

1973 1972
7½% Eurodollar Notes due 1977 . . . . . . . . . . . .  $25,000,000 $25,000,000
7⅜ % Notes due 1978 . . . . . . . . . . . . . . . . . . . . . . . . . .  50,000,000 50,000,000
8.10% S inking Fund Debentures due 1982-

1996 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  100,000,000 100,000,000
Pollu tion C ontro l O bligations:

4⅜ % Bond due 1980 . . . . . . . . . . . . . . . . . . . . . . . .  28,000,000 - - - - - -
7% Loan due 1975-1987 . . . . . . . . . . . . . . . . . . .  9,557,000 - - - - - -
Series A Note:

5.60% due 1983. . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,000,000 - - - - - -
6% due 1993. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,000,000 - - - - - -
6¼% due 2003 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50,000,000 - - - - - - - - - -

O th e r-o w e d  by su b s id ia rie s . . . . . . . . . . . . . . . . .  9,311,000 6,267,000
$281,868,000 $181,267,000

Notes to Consolidated Financial Statements
Long-Term D e b t-  To finance air pollution control 

facilities at the Ajo smelter, the Corporation borrowed 
$26,574,000 in August 1973 and $1,426,000 in December 
1973 from The Industrial Development Authority of the 
C o u n t y  of  P ima,  A r izona,  to w h ic h  it issued its 
$28,000,000 4⅜ % Term Bond due December 31, 1980.

In September 1973, to finance air pollution control 
facilities at the Morenci smelter, the Corporation bor
rowed $60,000,000 from The Industrial Development Au
thority of the County of Greenlee, Arizona, to which it is
sued its $60,000,000 Series A Pollution Control Note. 
This Note has the following maturities bearing interest 
at the following rates per annum: $1,000,000 at 5.60% 
due September 1, 1983; $9,000,000 at 6% due Septem
ber 1, 1993; and $50,000,000 at 6¼% due September 1, 
2003. The maturities falling due on September 1, 1993 
and 2003 are subject to mandatory redemption in ac
cordance with sinking fund provisions beginning Sep
tember 1, 1987 and September 1, 1994, respectively.

Also in September 1973 the Corporation borrowed 
$10,000,000 from a customer to finance in part improve
ments and repairs at the Douglas smelter. This loan 
bears interest at 7% per annum and is due September 4, 
1987, with annual repayments beginning in 1974. The 
repayment due in 1974 is included in current liabilities.

The $50,000,000 7⅜ % Notes due 1978 and the 
$100,000,000 8.10% Debentures due 1996 sold by the 
Corporation in 1971 may be redeemed at par beginning 
June 15, 1977 and June 15, 1991, respectively. Annual 
sinking fund payments of $6,650,000 are required from 
1982 to 1995 for mandatory redemption of the Deben
tures.

The $25,000,000 7½% Eurodollar Notes due May 15, 
1977 were issued in 1972 by a subsidiary, and are guar
anteed by the Corporation.

Amounts maturing during the next five years on long
term debt outstanding at December 31, 1973 are as fol
lows: 1 9 7 4 -$ 3 ,1 3 3 ,0 0 0 ;  1975-$1,463,000; 19 76-  
$1,474,000; 1977-$26,510,000; 1978-$51,477,000.
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ROHM AND HAAS COMPANY (DEC)
1973 1972

Long-term  debt (Note 5 ) . . . . . . . . . . . . . . . . . . . . . . .  $162,743,000 $109,027,000
Note 5: Notes Payable and Long-Term Debt

1973 1972
NOTES PAYABLE:
Com m ercial notes p a y a b le . . . . . . . . . . . . . . . . . . .  $ 3,000,000 $ 4,500,000
Notes payable to banks and others (inc lu d 

ing current installm ents of long-term  debt) 49,314,000 41,958,000

$ 52,314,000 $ 46,458,000
LONG-TERM DEBT, EXCLUDING CUR

RENT INSTALLMENTS:
Borrow ing under revolving credit agree

ment due 1980 (interest at prime rate plus 
¾ %: December 3 1 , 1973,10½ %; December
31, 1972, 6½ % ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 70,000,000 $ 43,000,000

8% note payable to  fore ign corporation 
under parallel loan agreement, due 1979 14,516,000 15,000,000

Notes payable to banks due 1975 th rough 
1977 (interest rates December 31, 1973,
7⅝% to 15⅝ % ;D ecem ber31 , 1972, 5⅞ % to
8 % ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  46,117,000 10,113,000

Obliga tions of Haas Overseas Capital N.V. 
at December 31, 1972, assumed by the 
com pany during 1973:
8% Notes due 1978 . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,000,000 10,000,000
8¾ % Debentures due 1986 . . . . . . . . . . . . . . . .  14,500,000 15,000,000

8½% Swiss Franc Notes due 1975 . . . . . . . . .  . . . . . . .  10,417,000
Capitalized lease ob liga tion  of a fore ign 

subsidiary, payable annually th rough 1996
(im puted interest rate 8½% ) . . . . . . . . . . . . . . .  3,732,000 3,334,000

Ot h e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,264,000 2,835,000
163,129,000 109,699,000

Less unam ortized d is c o u n t. . . . . . . . . . . . . . . . . . .  386,000 672,000
$162,743,000 $109,027,000

In December 1972 a revolving credit agreement was 
established with a group of banks which entitles the 
company to borrow up to $1 0 0 ,0 0 0 ,0 0 0  at any time prior 
to December 15, 1980. The agreement carries an interest 
cost o f  ¾% over the prime rate and includes a commit
ment fee of ½% on the unused amount. At December 31, 
1973, and December 31, 1972, loans of $70,000,000 and 
$43,000,000, respectively, were outstanding. In addition, 
a bank credit agreement entitles the company to borrow 
Euro-currencies up to $10,000,000 at any time prior to 
June 30, 1974, and d e c l in in g  am oun ts  thereafter 
through 1975 with an option to extend beyond this date.

In January 1974, the company arranged a $54,000,000 
loan from a group of institutional investors for a period 
of 25 years at an interest rate of 8% per annum. Manda
tory annual prepayments of $2,700,000 begin in 1980.

The above loan agreements contain certain restric
tions with respect to tangible net worth, maintenance of 
working capital, payment of dividends and the repur
chase of the company’s stock. Cash dividends are res
tricted to all earnings subsequent to December 31, 1973, 
plus $29,000,000.

On June 6 , 1973, Haas Overseas Capital N.V., a whol
ly-owned subsidiary of the company was liquidated. 
Pursuant to this transaction, the company assumed di

rectly the obligations for $1 0 ,0 0 0 ,0 0 0  principal amount 
of 8% Notes due 1978 and $15,000,000 principal amount 
of 8 ¾ % Debentures due 1986, all of which were previ
ously guaranteed by the company. The Debentures are 
subject to mandatory annual sinking fund payments of 
$500,000 in the years 1974 through 1977; $1,000,000 
th e re a f te r  through 1981; and $1,500,000 thereafter 
through 1985. The 8 ½ % Swiss Franc Notes due 1975, 
which were valued at $10,417,000 at December 31, 1972, 
were redeemed in June 1973.

The total amounts of long-term debt maturing in the 
next five years are as follows:
Year Ended Am ount
December 31, 1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 5,307,000
December 31, 1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,052,000
December 31, 197 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,354,000
December 31, 1 9 7 7 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,244,000
December 31, 197 8 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,011,000

ST. JOE MINERALS CORPORATION (DEC)
1973

Long-Term  Debt (Note 7 ) . . . . . . . . . . . . . . . . . . . . .  $44,183,000 $34,676,000
Note 7: Long-Term D e b t-  Long-Term debt at Decem

ber 31, 1973 and 1972 was as follows:
1973 1972

4½ % Notes payable to Bethlehem Steel
C orporation, due March 31, 1984 ( a ) ...  $ 9,667,000 $10,667,000

Notes payable to  banks, at prime rate (9¾%
at December 31, 1973) ( b ) . . . . . . . . . . . . . . . . .  20,000,000 20,000,000

Liability  w ith respect to po llu tio n  contro l
revenue bonds ( c ) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,916,000 5,009,000

O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  600,000 - - - - - -
Total................................................................. 45,183,000 35,676,000
Less curren t p o rtio n -
4½% Notes payable ( a ) . . . . . . . . . . . . . . . . . . . . . . . .  (1,000,000) (1,000,000)
Long-Term d e b t............................................  $44,183,000 $34,676,000

(a) Under its Credit Agreement with Bethlehem Steel 
Corporation, St. Joe has assigned royalties to be re
c e i v e d  f r o m  M e r a m e c  M i n i n g  Company,  up to 
$1 ,0 0 0 ,0 0 0  annually, as payment for the notes.

(b) The notes payable to banks were issued under a 
credit agreement under which the banks agreed to 
make loans to the Corporation up to $20,000,000 to De
cember 15, 1975. Certain provisions of the agreement 
contain restrictions relating to maintenance of minimum 
working capital (minimum of $2 0 ,0 0 0 ,0 0 0  and current 
ratio of 1.5 to 1), payment of dividends, additional in
debtedness, and purchases by the Corporation of its 
own stock. At December 31 , 1973, consolidated retained 
earnings of $34,983,000 were available for dividends.

(c) St. Joe has entered into agreements with the State 
Environmental Improvement Authority (Missouri) and 
Beaver County (Pennsylvania) Industrial Development 
Authority to make payments to Trustees under install
ment sales agreements sufficient (together with other 
available funds) to pay all amounts due on the following 
bonds:
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State Environm ental Im provem ent A uthority  (M issou
ri) 5¾ % bonds dated December 1 5 , 1973, due Decem
ber 15, 1998 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 7,000,000

Beaver County (Pennsylvania) Industria l Development 
A uthority  5.60% bonds dated December 1 ,  1972, due 
December 1, 1997 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22,500,000

The bonds are subject to optional redemption com
mencing in 1982 and mandatory redemption commenc
ing in 1988. The proceeds from the sale of the bonds are 
to provide funds for the construction of pollution con
trol facilities at the Corporation’s lead and zinc smelters.

Title to the projects remain with the Authorities until 
the bonds are fully paid. For accounting purposes, the 
pollution control facilities are capitalized and depreci
ated, and the bonds are shown as long-term debt in the 
consolidated balance sheet. The debt at December 31, 
1973 and 1972 represents the amount of proceeds from 
the sale of bonds applied to construction payments; the 
balance of the proceeds are held and invested by the 
Trustees pending disbursement and, if not applied 
toward construction payments, are available to service 
the bonds or to prepay them in part.

Long-term debt is payable in amounts of $1,000,000 
in 1974, 1976 and 1977, $21,000,000 in 1975 and 
$1,600,000 in 1978. Interest expense on long-term debt 
for 1973 and 1972 was $2,089,000 and $517,000, respec
tively.

STEWART-WARNER CORPORATION (DEC)
LONG-TERM DEBT:
4⅞ % subordinated debentures due June 1 ,  1981 (Note

4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,418,000
Note 4: Long-Term Debt— Thor Power Tool Company 

had outstanding at December 31, 1973, $3,374,000 prin
cipal amount of 4⅞ % subordinated debentures, of 
which $1,782,000 was owned by the Corporation. The 
indenture under which the debentures were issued re
quires annual payments in varying amounts during the 
period 1974 to 1981, which will retire all but $1,400,000 
of the debentures prior to maturity in 1981. All sinking 
fund requirements through 1973 have been satisfied. 
The debentures were originally convertible into capital 
stock of Thor at the rate of $32.50 per share. Since the 
merger of Thor and the Corporation, each holder of an 
outstanding debenture is entitled to convert each $1,000 
debenture into approximately $154 cash. The deben
tures are not guaranteed by the Corporation as to either 
principal or interest.

TA BLE 2 -4 0 : C R E D IT  A G R E E M E N T S
Type of Agreement 1973 1972 1971 1970

Revolving cred it. . . . . . . . . . . . . . . . . . . . . . .  139 128 129 143
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  150 84 62 70
Total Disclosures............................  289 212 191 213
Number of Companies;
Disclosing credit agreement....  270 189 179 199
Not disclosing such agreement.. 330 411 421 401
Total...............................................  600 600 600 600
Compensating Balances. . . . . . . . .  125 NC NC NC
N /C -  Not Compiled

CREDIT AGREEMENTS
Loan commitments from banks or insurance com

panies for future loans, or extension or refinancing of 
existing loans were reported by 270 companies as 
shown by the summary in Table 2-40. A commitment fee 
on the unborrowed portion of a loan commitment was 
reported by 81 companies.

ALLIS-CHALMERS CORPORATION (DEC)

Notes to Consolidated Financial Statements
Short-term Borrowings and Compensating Balances 

-  Allis-Chalmers Corporation and Allis-Chalmers Credit 
Corporation jointly maintain $373.5 million in unsecured 
lines of credit with 60 U.S. commercial banks. These 
lines of credit are utilized to support Allis-Chalmers 
Corporation and Allis-Chalmers Credit Corporation bor
rowing requirements, as well as to back up Allis-Chal
mers Credit Corporation commercial paper portfolio. A 
10% compensating balance against the banks’ commit
ment and an additional 10% against usage is required 
for $363.5 million of these lines. All required balances 
are on an annual average balance basis and are unres
tricted as to use at any given time. These lines of credit 
are extended to the Company at its request subject to its 
continued credit worthiness and are reviewed annually 
by the banks. Utilization of these credit facilities in 1973 
was as follows:

Borrow ings Com m ercial Paper 
($ m illions)

Highest Highest
Average Month Average Month
Annual End Annual End

Allis-Chalmers Corporation.....  $55.7 $61.0 - - - - -  - ----
Allis-Chalmers Credit Corpora

tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12.4 50.0 250.6 304.5
Total........................................  $68.1 $111.0 $250.6 $304.5

Borrowings under these bank lines of credit bear in
terest at the prime rate. The average daily interest rates 
during 1973 for Allis-Chalmers Corporation and Allis- 
Chalmers Credit Corporation bank borrowings and
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Allis-Chalmers Credit Corporation commercial paper 
were 8.04%, 8.52% and 7.92%, respectively. Borrowings 
outstanding December 31, 1973 were $61.0 million at an 
average interest rate for Allis-Chalmers Corporation of 
9.77%: Allis-Chalmers Credit Corporation had no bor
rowings under these lines. The average interest rate on 
Allis-Chalmers Credit Corporation commercial paper 
outstanding at December 31, 1973 of $180.7 million was 
9.54%.

Allis-Chalmers Corporation maintains $51.5 million in 
short and medium term export receivables financing ad
vance facilities with several U.S. banks, of which $22 
million require 10% in compensating balances against 
outstanding advance balances. These balances are on 
an annual average basis and are unrestricted as to use 
at any given time. The facilities are extended to the 
Company at its request and are subject to its continued 
credit worthiness and are reviewed annually by the 
banks. The average outstanding balance for the year 
was $28.4 million and the highest month end outstand
ing balance was $34.2 million. At December 31, 1973 
$26.2 million had been advanced at an average interest 
rate of 10.63%; the average monthly interest rate during 
1973 was 9.32%.

Allis-Chalmers Corporation maintains 20% compen
sating balances against a $41.5 million term loan pro
vided by 13 of its 60 U.S. line banks. These balances are 
kept on an annual average basis and are commingled 
with compensating balances required for unsecured 
lines of credit.

Allis-Chalmers International Finance Corporation has 
borrowed $15 million in Eurodollars from six foreign 
banks. This loan is extended on an annual basis per a 
signed agreement and any extension must be renego
tiated. The interest rate was 10.94% at December 31, 
1973 and the average monthly interest rate was 9.37% 
during 1973. No compensating balances are required.

AMERICAN HOSPITAL SUPPLY CORPORATION (DEC)

Notes to Financial Statements
Note C: Cash and Short-term Borrow ings- AHSC has 

c o n f i rm e d  l ines of c re d i t  f rom banks (line banks) 
amounting to $52 million at December 31, 1973, of 
which $17 million were in use at that date. These lines 
are in amounts requested and not necessarily the maxi
mum that could be obtained. Lines of credit from United 
States banks amount to $42 million of the total lines. 
AHSC has agreed to maintain average collected bal
ances amounting to 10 percent of its domestic lines 
when not in use and 20 percent when in use. Although 
AHSC has agreed to maintain such average collected 
balances during the year, these balances are not res
tricted and may be drawn down for daily operations as 
needed. Balances maintained in domestic line banks 
compensate those banks for services performed as well 
as for the lines of credit. Banks outside the United 
States are generally compensated for services with fees 
rather than balances and no charges or fees are being 
paid for lines with these banks. At December 31, 1973,

AHSC had approximately $8 million in collected bal
ances at all banks, of which $1.7 million were in the 
domestic line banks.

Short-term borrowings at December 31, 1973, are 
from banks and were made at the prevailing prime inter
est rates for maturities generally not to exceed 90 days. 
The average rate of interest on these loans was 9.8 per
cent. The highest level of short-term borrowings at any 
month-end during 1973 was at year-end.

During 1973, average aggregate short-term borrow
ings were $16.8 million with a weighted average interest 
rate of 8.9 percent computed using month-end figures.

THE AMERICAN SHIP BUILDING COMPANY (SEP)

Notes to Consolidated Financial Statements

Note 6: Notes and Bonds Payable-
1973 1972

Revolving credit a g re e m e n t.. . . . . . . . . . . . . . . . . .  $18,000,000 $18,000,000
First m ortgage bonds payable, 5% to  6⅛% 4,500,000 5,000,000
Other notes and bonds payable, 5% to  13% 2,059,629 2,349,171

$24,559,629 $25,349,171
L e s s -  C urrent m a tu r ie s . . . . . . . . . . . . . . . . . . . . . . .  (973,876) (926,876)

$23,585,753 $24,422,295
In 1972, the Company concluded a revolving credit 

agreement in the amount of $18,000,000 and reduced its 
s h o r t - t erm borrowings by this amount. Borrowings 
under this agreement bear interest at ¼% above the 
prevailing prime interest rate. At any time prior to Sep
tember 30, 1974, the Company can convert any borrow
ings under this agreement to a term loan repayable over 
a five-year period. Unless the bank’s advance approval 
is received,  the agreement provides, among other 
things, for restrictions on additional borrowings, limits 
the amount of fixed asset expenditures and requires the 
maintenance of specified working capital, debt to net 
worth ratios and net worth levels. In addition, the pay
ment of cash dividends on common shares is limited, on 
a cumulative basis, to the payment of $1,250,000, plus 
35% of the Company’s common share earnings. Divi
dends paid in 1973 exceeded 35% of common share 
earnings by approximately $525,000. Any amounts bor
rowed under this agreement may be prepaid by the 
Company without penalties. In addition, short-term bor
rowings, not to exceed $6,000,000, of which $1,000,000 
remained unused at September 30, 1973, are available 
to the Company. In connectionn with the revolving cred
it agreement, the Company has orally agreed to main
tain compensating balances.

Principal payments on long-term debt obligations, as
suming that the aforementioned $18,000,000 is convert
ed into a term loan, are due in the following amounts as 
indicated: 1975- $2,745,000; 1976- $3,364,000; 1977- 
$3,081,000; 1978- $3,064,000 and thereafter through 
1991- $11,332,000.

In 1967, the Com pany  deeded its Lo ra in ,  Ohio, 
properties (with a net book value at September 30 , 1973, 
of approximately $8,300,000) to the Lorain Port Authori
ty as security for obligations under a sale-leaseback 
agreement with the Port Authority. The Company simul
taneously entered into a 15-year lease requring aggre
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gate payments of $7,000,000, plus interest, with annual 
principal payments of $500,000 through fiscal 1979 and 
annual payments of $375,000 in each of the fiscal years 
1980 to 1983, at which time the properties will revert 
back to the Company. This transaction was treated as a 
purchase by the Company of the new shipyard facilities 
with a corresponding liability reflected for the first mort
gage bonds payable.

BROCKWAY GLASS COMPANY, INC. (DEC)

Notes to Financial Statements

Note 3 (in part): Long-Term D e b t-  Long-term debt 
at December 31, 1973, consisted of:
Insurance Com pany Notes (See A ) . . . . . . . . . . . . . . . . . . . . . . .  $ 2,500,000
Revolving Bank C redit Notes (See B ) . . . . . . . . . . . . . . . . . . . .  25,200,000
Note payable to Bank (See C ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  693,000
Notes payable to  others (See D ) . . . . . . . . . . . . . . . . . . . . . . . . . .  6,114,000
Lease Purchase Agreem ents (See E ) . . . . . . . . . . . . . . . . . . . .  835,094

$35,342,094

BELL & HOWELL COMPANY (DEC)

Notes to the Consolidated Financial Statements
Note F: Lines of C red it- At December 29, 1973, the 

Company and its consolidated subsidiaries had credit 
lines for bank borrowings of $59 million providing for 
interest at the prime rate, or the equivalent for overseas 
borrowings, and maintained standby bank commitments 
of $45 million for use if the commercial paper market 
ceases to be an available source of funds. The Company 
sells commercial paper at the prevailing rate for prime 
paper. Bank borrowings at year end amounted to $30 
million, and commercial paper outstanding amounted to 
$23 million. During 1973, maximum short-term borrow
ings amounted to $86 million and averaged approxi
mately $52 million. The cost of U.S. borrowings aver
aged 8.3%, with the interest rates for year-end borrow
ings ranging from 91/2% to 10% for banks, and 9% to 
10⅜ % for commercial paper.

In support of many of these credit lines and commit
ments, the Company has agreed to maintain compen
sating balances in the amount of 10% to 15%, with addi
tional balances of up to 10% for any borrowing under 
those arrangements. The Company also pays fees of 
⅜% to ½% to maintain $30 million of the standby credit 
commitments. The average compensating balances re
quired to maintain the credit arrangements available at 
year end to ta le d  $6,800,000, and a p p ro x im a te ly  
$2,200,000 of the year-end cash qualified as collected 
funds for this purpose. In addition, the Company had 
agreed to maintain compensating balances equal to 
20% of the unpaid balance of certain loans made to cus
tomers prior to April, 1971. Linder this arrangement, 
$1,200,000 was required at year end.

During the year 1973 the Company was in compliance 
with all of its compensating balance requirements, with 
the average balances maintained against credit arrange
ments throughout the year approximating $6,100,000. 
None of the compensating balances were formally res
tricted as to use, and there are no specific sanctions 
that would be imposed by the respective lending institu
tions if the balances are not maintained.

At December 29, 1973, the Company had $1,428,000 
in certificates of deposit at a weighted average interest 
rate of 9.7%.

(A) The Company is indebted to an insurance compa
ny in the amount of $3,000,000 (of which $500,000 is due 
within one year) evidenced by unsecured 5%% interest- 
bearing promissory notes pursuant to an agreement 
dated May 29, 1961. Interest is payable on the 31st day 
of each January and July. The notes are subject to re
quired annual payments of $500,000 payable each July 
31 until July 31, 1976, at which time the notes mature 
and the unpaid balance of $2,000,000 becomes due and 
payable.

(B) The Company is indebted to several banks in the 
amount of $25,200,000 evidenced by unsecured inter
est-bearing 90-day Revolving Credit Notes issued pur
suant to a loan agreement dated March 31, 1971, (as 
amended) between the Company and the several banks 
involved. The notes through March 31, 1973, were 
subject to interest, payable at maturity, at the commer
cial loan rate of the major lending bank from time to 
time in effect on loans having a 90-day maturity to re
sponsible and substantial corporate borrowers and after 
March 31, 1973, at a rate of ¼ of 1% above such com
mercial rate. The loan agreement (as amended) provides 
for a total revolving credit of $36,000,000 up to March 
31, 1975, and further provides that the Company may, at 
any time, when the Company shall be indebted to the 
full extent of the commitments, but not later than March 
31, 1975, replace all of the Revolving Credit Notes then 
outstanding (or such lesser amount thereof as the Com
pany may request) with Term Notes, which mature in six 
consecutive annual installments payable April 1 each 
year commencing on April 1, 1976. The first two such in
stallments shall each be payable in the aggregate 
amount of $4,200,000; the third through the fifth shall 
each be in the aggregate amount of $6,000,000 and the 
sixth shall be in the aggregate amount of $9,600,000 
(except that, if the aggregate amount of the Term Notes 
at the time of conversion to a Term Loan is less than 
$36,000,000, each of the six consecutive installments 
will be reduced proportionately). When issued the Term 
Notes shall bear interest at a per annum rate of ½ of 1% 
above the commercial loan rate of the major lending 
bank, from time to time in effect, on loans having a 90- 
day maturity to responsible and substantial corporate 
borrowers. Interest on each Term Note shall be payable 
quarterly on the first day of each January, April, July and 
October commencing with the first such date to occur 
after the date of such Term Notes.

The loan agreement provides for the payment of a 
commitment fee of ½ of 1% per annum on the daily av
erage unused amount of the commitment of the banks 
during the period for which such payment is made.
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The loan agreement provides a restriction on the pay
m e n t  of  ca sh d iv iden ds .  At December  31, 1973, 
$34,666,400 of retained earnings was free of this restric
tion.

BROWN-FORMAN DISTILLERS CORPORATION (APR)
LONG-TERM DEBT, LESS AMOUNT WITHIN ONE 

YEAR:
B orrow ings under Revolving C redit and Term Loan 

Agreem ents (Note 3):
Revolving cred it lo a n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $10,314,193
8½% note, $4,000,000 due each Septem ber 1, 1979-

1 9 8 6 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,000,000
6% notes, due $4,314,676 annually th rough August 31,

1976   12,944,030
Note due May 1 ,  1976, interest at Canadian prime rate 

plus 1¼% (7¾% at A pril 30, 1 9 7 3 ). . . . . . . . . . . . . . . . . . . .  2,959,320
$58,217,543

Note 3: Revolving Credit and Term Loan Agreements: 
The Company has a Revolving Credit and Term Loan 

Agreement under which $32,000,000 of term loans were 
outstanding to an insurance company and $5,750,000 of 
revolving credit loans were outstanding to banks at April 
30, 1973. Other revolving credit loans at April 30, 1973 
were bank borrowings by a foreign subsidiary, guaran
teed by the Company, bearing interest at 5⅝% at April 
30, 1973. Compensation deposits are not required inci
dent to any of these loans.

The Company’s Revolving Credit and Term Loan 
A g r e e m e n t  p r o v i d e s  f o r  rev olv ing c re d i t  up to 
$25,000,000, generally in amounts and for periods of 
time at the Company’s discretion through September 1,
1975. Borrowings bear interest at the principal bank’s 
United States prime rate plus 1.3% (8.05% at April 30, 
1973). A commitment fee of 1.3% per annum is payable 
on available daily amounts not borrowed. On or before 
September 1, 1975, the Company may, in whole or in 
part, terminate or convert the available revolving credit 
into three-year term loans. The Revolving Credit and 
Term Loan Agreement contains, among other provi
sions, requirements for maintenance for working capital 
and restrictions on additional borrowings, reacquisi
tions of capital stock and payment of cash dividends. 
Consolidated retained earnings unrestricted as to pay
ment of cash dividends at April 30, 1973 were 
$27,000,000.

THE BUDD COMPANY (DEC)

Notes to Consolidated Financial Statements
N ote 2: C om pensating  Balances and Short-Term  

D e b t-  The terms under which the Company has been 
granted lines of credit to borrow at the prime rate from 
various banks call for maintenance of average compen
sating balances based upon the banks’ ledger records 
adjusted for uncollected funds. During 1973, the aver
age balances on the Company books required to sup
port the lines amounted to approximately $8,000,000. At 
December 31, 1973, the amount of available borrowings 
under the lines aggregated $70,000,000, which includes 
$5,000,000 under temporary arrangements for a consoli
dated subsidiary not requiring compensating balances.

Generally, the lines of credit are reaffirmed annually but 
can be withdrawn at any time at the option of the banks. 
The Company did not use its lines of credit during the 
first half of 1973 but during this period had invested an 
average of $6,800,000 in marketable securities. The av
erage amount of short-term debt outstanding during the 
second half of 1973 was $15,000,000 with a related 
weighted average interest rate of 9.32%. The total lines 
of credit at December 31, 1973 approximate $83,000,000 
and the maximum amount of short-term debt outstand
ing at any time during 1973 was $28,000,000.

CLARK EQUIPMENT COMPANY (DEC)

Financial Review
Long-term and Short-term Debt: Clark Equipment 

Company- Following is a summary of long-term debt 
of the Company and consolidated subsidiaries due after 
one year as of December 31:

($ thousands) 
1973 1972

O utstanding balance under revolving credit 
agreements:
U.S. at prim e ra te . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $49,000 $ - - - - - -
Europe at floa ting  ra te . . . . . . . . . . . . . . . . . . . . . .  20,500 19,000

4.55% note, payable $1,750,000 annually to
1983 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,750 17,500

4.75% note, payable $590,000 annually to
1984, balance in 1985 . . . . . . . . . . . . . . . . . . . . . . .  6,460 7,050

4½% convertib le debentures (annual s ink
ing fund paym ents of 10% of the am ount of 
debentures ou tstanding February 2 9 , 1976
required 1976-1980). . . . . . . . . . . . . . . . . . . . . . . . . .  4,585 6,032

Long-term  debt of overseas subsidiaries, at 
average interest rates of 10.5% and 8.2%,
re sp e c tive ly . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  38,650 21,421

Other long-term  n o te s . . . . . . . . . . . . . . . . . . . . . . . . . .  4,166 4,773

Total.................................................................  $139,111 $75,776
The 4 ½ % debentures are convertible into common 

stock at the rate of one share for each $39 principal 
amount of debentures through February 29, 1976. Pay
ments on long-term debt, other than revolving credit 
agreements, are $4.5 million in 1974, $12.7 million in 
1975, $9.0 million in 1976, $23.1 million in 1977 and $4.3 
million in 1978.

The Company and consolidated subsidiaries had the 
following long-term borrowing arrangements at Decem
ber 31, 1973:
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Am ount of com m itm ent 
Am ount outstanding . 
C om pensating balances 
Annual com m itm ent fee

Interest rate . . . . . . . . . . . . . . .

($ thousands)
U.S. Revolving Euro-Dollar 

Credit Revolving Credit 
Agreements Agreements

. . . . . . . . . . . . . . . .  $49,000 $24,000

. . . . . . . . . . . . . . . .  49,000 20,500

. . . . . . . . . . . . . . . .  None None

................  ½ % of  ½ % of
unused unused
portion portion

. . . . . . . . . . . . . . . .  Prime London
in te r

bank 
interest 

rate 
plus ½%

Expiration d a te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Feb. 1977 Jan. 1975
At December 31, 1973, the Company and consolidated 

subsidiaries had short-term bank lines of credit, which 
were subject to cancellation upon notice by the bank or 
the Company, in the amount of $62.9 million, of which 
$28.9 million was unused. There were no formal or in
formal compensating balance requirements during 1973 
and there were no material cash balances subject to 
withdrawal restrictions. At December 31, 1973, the aver
age interest rate on total short-term bank borrowings 
was 13.72%, with average rates of 9.88% in the U.S. and 
14.72% outside the U.S. Maximum short-term borrow
ings during the year 1973 were $70.5 million at October 
31, 1973. Average short-term borrowings outstanding 
during 1973 were $44.0 million and the approximate 
daily weighted average interest rate was 10.49%.

The Company does not have any contractual obliga
tion as to the debt of Clark Equipment Credit Corpora
tion. The Company has agreed to maintain certain levels 
of equity in relation to debt in the finance company affil
iates of Clark Equipment Credit Corporation located 
outside the U.S.

CUMMINS ENGINE COMPANY, INC. (DEC)
Notes to Consolidated Financial Statements
Note 5: Compensating Balances and Borrow ings- At 

December 31, 1973, amounts available under lines of 
c r e d i t  w i th  banks to ta led $15,000,000, of wh ich 
$9,500,000 was borrowed, but not reflected in short
term loans payable as a result of the subsequent refi
nancing described in Note 6 . Informal agreements with 
banks require compensating balances of 10% of the 
amounts available plus 10% of the amounts borrowed. 
During 1973, amounts borrowed under these and similar 
lines of credit averaged $8,512,000, with maximum bor
rowings of $18,000,000. The weighted average interest 
rate on these borrowings was 7.2%, with a maximum of 
10%. At year-end, compensating balances of $2,450,000 
were mainta ined.  Average compensating balances 
maintained during 1973 were $2,085,000. The weighted 
average effective interest rate for these borrowings, in
cluding the effect of the compensating balances, was 
9.5%.

The Company had average borrowings during 1973 
of $16,819,000 under the $30,000,000 revolving credit

a g r e e m e n t .  Average c o m p e n s a t in g  ba lances of 
$4,500,000 were maintained, as required during 1973 
($2,601,000 at year-end) under informal arrangements. 
The weighted average interest rate of these loans was 
9.5%; including the effect of average compensating bal
ances held, the effective average rate was 11.4%. After 
March, 1974, an additional $10,000,000 may be bor
rowed under the agreement and the entire amount may 
be converted to a term loan in 1976 as more fully de
scribed in Note 6 .

HOFFMAN ELECTRONICS CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 3: Line of Credit and Compensating Balance Ar

rangements- In July, 1973, the company obtained an 
$8,000,000 revolving line of credit with a bank. The loan 
agreement provides, among other things, that the com
pany maintain working capital of $6 ,0 0 0 ,0 0 0 , net worth 
of $16,000,000, a current ratio of 1.5 to 1, and not pay 
dividends or acquire treasury stock in excess of 50 per 
cent of net income subsequent to the date of the agree
ment. It also provides for conversion of $4,000,000 of 
the amount outstanding at March 31, 1975, to a term 
loan of approximately 5 years. In March, 1974, the com
pany arranged to increase the line of credit to 
$ 11,000,000.

The company-also has non-restrictive compensating 
balance arrangements with the bank, under which it is 
expected to maintain an average compensating balance 
of ten per cent of the available credit line, and an addi
tional ten per cent of average usage, as determined 
from bank ledger records. The following information re
lates to these arrangements:

1973 1972
Total line of cred it at December 31 . . . . . . .  $8,000,000 $5,000,000
Related debt outstanding at December 31 $7,000,000 $4,500,000
Interest rate at December 3 1 . . . . . . . . . . . . . . . .  9¾ % 6%
Maxim um  borrow ings during  the y e a r .. . .  $8,000,000 $5,000,000
Average borrow ings during  the y e a r ......  $5,700,000 $2,200,000
Average interest rate during the year (ap

proxim ate, exclud ing the effect of c o m 
pensating balances). . . . . . . . . . . . . . . . . . . . . . . . . .  8½% 4½%

INTERNATIONAL MINERALS & CHEMICAL 
CORPORATION (JUN)

Financial Review

Debt (in p a rt)-  In connection with the commence
ment of construction of a phosphate chemicals complex 
in 1973, a loan agreement was entered into by a wholly- 
owned subsidiary. The agreement provides, among 
other things, for the sale of promissory notes to banks 
and an insurance company. The notes to be sold to 
banks ($37,500,000 principal amount maturing in 1983) 
will bear interest at 116% of the lead bank’s base rate to 
June 30, 1975 and 120% thereafter, and will be payable 
in twenty-six increasing quarterly installments, averag
ing $1,442,000, from the earlier of the time construction 
is completed or March 31, 1977. The notes to be sold to 
the insurance company ($52,000,000 principal amount 
maturing in 1988) will bear interest at 8 ¼ % and will be
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payable in tw enty-three increasing quarterly install
ments, averaging $2,260,000, from the earlier of the time 
final payment is made on the notes sold to banks or 
June 30, 1983. The agreement also provides for a com
mitment fee of ½ of 1% on the unused portion for the 
period from March 16, 1973 to October 31, 1976. IMG 
will pledge the capital stock of the subsidiary and will 
purchase the notes in the event of default in payment by 
the subsidiary. The subsidiary will pledge all of its rights 
under certain contracts, including those under long
term sales arrangements covering substantially all of the 
output of the facility. At June 30, 1973 the subsidiary 
had not sold any notes under the agreement.

JOSLYN MFG. AND SUPPLY CO. (DEC)

Notes to Consolidated Financial Statements
Note 5: Lines of Credit: Short-term Bank Loans- As 

of December 31, 1973, the Company has unsecured 
lines of credit of $13,000,000 with two banks and bank 
loans o u ts ta n d in g  against  these lines of credit  of 
$11,000,000. The balance at December 31, 1973 was the 
maximum short-term borrowings outstanding at any 
time during 1973. The short-term loans mature at vari
ous dates to April 1, 1974, at interest rates of 9.9% and 
10%. The approximate average aggregate short-term 
borrowings and weighted average interest rates during 
1973 (based on the average of month-end balances) 
were $4,833,000 and 9.2%, respectively.

Note 6: Compensating Balance Arrangements- To 
compensate for lines of credit, the Company is expected 
to maintain average cash balances of 10% of the unused 
and 2 0% of the used line of credit with one bank and 
15% of the line of credit with another bank. Bank bal
ances are determined from bank records and are re
quired to support the lines of credit and other bank ser
v i c e s .  At D e c e m b e r  31, 1973 a cash balance of 
$1,850,000 was required to support used and unused 
lines of credit. The Company was in substantial compli
ance with compensating balance requirements through
out 1973. Withdrawal of compensating balances is not 
legally restricted.

RAYTHEON COMPANY (DEC)
Notes to Financial Statements
Note G: Notes Payable- The company maintains 

domestic credit lines with a group of banks totaling 
$70,000,000 which are unused at December 31, 1973. 
The credit lines provide for interest at the prime rate in 
effect at each bank. Compensating balance arrange
ments are of an informal nature, with the understanding 
that a balance will be maintained averaging 10% of the 
total lines of credit available plus an additional 10% of 
the average amount borrowed under such lines. The 
balances so maintained during 1973 were generated by 
float, thus resulting in no effective impact on the cost of 
borrowings or cash balance.

The company has a special financing arrangement 
with a bank to finance a foreign sales contract on which 
$15,274,000 is outstanding at December 31, 1973. In ad
dition, the company, from time to time, issues its short

term commercial paper which amounted to $3,500,000 
at December 31, 1973.

Domestic and foreign subsidiaries maintain credit 
lines or commitments approximating $41,000,000 of 
which $22,018,726 was utilized at December 31, 1973. 
Compensating balance arrangements of such subsidiar
ies are not significant.

The maximum amount of short-term borrowings, 
domestic and foreign, at any month-end during the year 
was $60,500,000. The approximate average aggregated 
b o r r o w i n g s  o u t s t a n d i n g  d u r in g  t h e  y e a r  were 
$41,300,000. The approximate weighted average interest 
was 10.4%. Both averages were computed based upon 
each loan and the period during which it was outstand
ing. The average interest rate in effect at year-end ap
proximated the prime rate.

STANDARD PRESSED STEEL CO. (DEC)

Notes to Financial Statements
Note 4 (in part): Long-Term D e b t-  Long-term debt 

at December 31 consisted of:
NOTES PAYABLE TO BANKS:
B orrow ings under a E urodollar cred it fac ility  agree

ment, exp iring on November 2 5 , 1975, w ith interest at 
¾ %  above the prevailing E urodollar interbank rate
(9¾ % at Decem ber 31, 1 9 7 3 ). . . . . . . . . . . . . . . . . . . . . . . . . . . .  $10,000,000

B orrow ings under a revolving loan agreem ent w ith  in
terest at ½ % above p r im e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .

Notes due December 31, 1975, w ith interest at 1¼ %
above p r im e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,680,000

Note due December 31, 1981, w ith interest at 9% .... 1,600,000
Notes due December 3 1 ,  1973, w ith  interest at ¾ % to 

2% over the English interbank r a te . . . . . . . . . . . . . . . . . . .  . . . . . . .
14,280,000

NOTES PAYABLE TO OTHERS:
4⅞ % note due December 1, 1977 . . . . . . . . . . . . . . . . . . . . . . . . . .  2,663,000
5Wo notes due December 1, 197 8 . . . . . . . . . . . . . . . . . . . . . . . .  1,660,000
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  237,450

4,560,450
Total long-term d e b t....................................................... 18,840,450
Less curren t in s ta llm e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,580,450

$16,260,000
The Eurodollar credit facility agreement grants the 

Company the right to borrow up to $10,000,000 from a 
group of commercial banks. Interest is payable on the 
daily average unused portion of the commitment at ½ of 
1%. Among other covenants, this agreement prohibits 
the Company from pledging or mortgaging any assets 
except in certain circumstances, or from merging or 
consolidating with or investing in another company; and 
requires the Company to maintain consolidated net 
working capital, as defined, of not less than $38,000,000. 
This requirement effectively limits the amount of re
tained earnings at December 31, 1973 which was unres
tricted for dividend purposes to $7,022,000. Although 
not a written provision of the loan agreements, the 
Company and its subsidiaries have agreed to maintain 
compensating cash balances equal to a specified per
centage of the outstanding balances of certain bank
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loans. At December 31, 1973, the required aggregate 
amount of such compensating balances was approxi
mately $1,286,000.

The amounts payable under long-term loan agree
ments over the next five years are as follows: $2,580,450 
in 1974; $12,638,000 in 1975; $1,172,000 in 1976; 
$1,183,000 in 1977; $529,000 in 1978.

LONG-TERM LEASES-DISCLOSURE BY 
LESSEES

APB Opinion No. 5  discusses accounting for material, 
noncancelable leases. This opinion identifies the cir
cumstances under which material, noncancelable leases 
should be capitalized and specifies what information 
should be disclosed if material, noncancelable are not 
capitalized. Effective for fiscal periods ending on or 
after December 31, 1973, the disclosure requirements 
of Opinion No. 5 for leases not capitalized were super
seded by those expressed in APB Opinion No. 31 which 
was issued in June 1973. Opinion No. 31 states in part:

7. The Board believes that financial statements 
of lessees should disclose sufficient information 
regarding non-capitalized lease commitments to 
enable users of the statements to assess the pres
ent and prospective effect of those commitments 
upon the financial position, results of operations, 
and changes in financial position of the lessees. 
Accordingly, the Board believes that the informa
tion specified in paragraphs 8-10 should be dis
closed as an integral part of the financial state
ments.

Total Rental Expense
8. Total rental expense (reduced by rentals from 

subleases, with disclosure of such amounts) en
tering into the determination of results of opera
tions for each period for which an income state
ment is presented should be disclosed. Rental 
payments under short-term leases for a month or 
less which are not expected to be renewed need 
not be included. Contingent rentals, such as those 
based upon usage or sales, should be reported 
separately from the basic or minimum rentals.

Minimum Rental Commitments
9. The minimum rental commitments under all 

noncancelable leases should be disclosed, as of 
the date of the latest balance sheet presented, in 
the aggregate for:

a. Each of the five succeeding fiscal years,
b. Each of the next three five-year periods, and
c. The remainder as a single amount.
The amounts so determined should be reduced 

by rentals to be received from existing noncancel
able subleases (with disclosure of the amounts of 
such rentals). The total of the amounts included in
(a), (b), and (c) should also be classified by major 
categories of properties, such as real estate, air-

TA B LE 2-41: LO NG  TE R M  LEASES
N um ber o f Com panies

Information Disclosed as to Noncapitalized Leases -  1973
Rental Expense

B a s ic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  211
C o n tin g e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  45

M inim um  Rental Com m itm ents
Schedule o f . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  252
Classified by M ajor Categories of P ro p e r ty . . . . . . . . . .  108
S ub leases. . . . . . . . . . . . . . . . . . . . . . . . .    72
Present V a lu e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  71

Renewal o r Purchase O p tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  57
Number of Companies 1973 1972 1971 1970
Noncapitalized leases on ly . . . . . .  297 259 247 221
Capitalized and noncapitalized

leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  124 83 89 89
Capitalized leases o n ly . . . . . . . . . .  41 73 52 52
No leases disclosed. . . . . . . . . . . . . . . . . . .  138 185 212 238
Total.....................................
Leases financed by industrial rev

enue bonds. . . . . . . . . . . . . . . . . . . . .

600 600 600 600

80 69 51 51

craft, truck fleets, and other equipment.
Additional Disclosures
10. Additional disclosures should be made to re

port in general terms:
a. The basis for calculating rental payments if 

dependent upon factors other than the lapse of 
time.

b. Existence and terms of renewal or purchase 
options, escalation clauses, etc.

c. The nature and amount of related guarantees 
made or obligations assumed.

d. Restrictions on paying dividends, incurring 
additional debt, further leasing, etc.

e. Any other information necessary to assess the 
effect of lease commitments upon the financial 
position, results of operations, and changes in fi
nancial position of the lessee. (For example, in in
stances where significant changes in lease ar
rangements are likely it may be desirable to state 
that the information given is for existing leases 
only and is not a forecast of future rental expense.
A statement could also be made that the amounts 
given may not necessarily represent the amounts 
payable in the event of default.)

In addition to the aforementioned disclosures, the 
Securities Exchange Commission, in Accounting Series 
Release No. 147, specifies that financial statements filed 
with it must disclose the present value of “ financing” 
leases and the impact on net income of capitalizing 
such leases. ASR No. 147applies to financial statements 
filed with the SEC subsequent to November 30, 1973.

Table 2-41 summarizes disclosures made by lessees. 
Examples of lessee disclosures follow.
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Leases Capitalized

THE ANACONDA COMPANY (DEC)

($ thousands)
Long-term d e b t ........................................................................  $252,355
Capitalized lease ob ligatio ns..............................................  126,963
Other liabilities and deferred cred its ...............................  55,144

Summary of Significant Accounting Policies
Lease Obligations Capitalized- Certain long-term 

lease transactions relating to the financing of property, 
plant and equipment are accounted for as installment 
purchases of property. The capitalized lease obligation 
reflects the present value of future rental payments, dis
counted at the interest rate implicit in the lease, and a 
corresponding amount is capitalized as the cost of the 
assets and depreciated over the assets’ estimated eco
nomic lives on a straight-line basis.

Financial Review
Capitalized Lease Obligations- Capitalized lease ob

ligations shown in the accompanying Consolidated Bal
ance Sheet represent, principally, the present value of 
future rental payments under the two leases described 
below. Lease rental payments during the next five years 
(in millions) will reduce capitalized lease obligations as 
follows: 1974, $1.9; 1975, $2.0; 1976, $2.2; 1977, $2.3; 
1978, $2.4.

Aluminum reduction facilities at Sebree, Kentucky, 
were placed in operation and leased in 1973 from an 
equipment trust formed in 1972 to construct and own 
the facilities. The lease term is 20 years with renewal op
tions for an additional 10 years. Construction costs were 
financed with $72 million loaned to the trust by three in
surance companies in 1972 and guaranteed by Anacon
da, and $38.8 million in equity contributions made to the 
trust in 1973 by institutional investors. Lease payments 
during each of the next five years amount to $8.0 mil
lion. The implicit interest rate used in accounting for 
this obligation is approximately 6%.

The first stage of an air pollution control project at 
the copper smelter at Anaconda, Montana was placed in 
operation in late June 1973. The facilities are subleased 
by the company, through a wholly-owned subsidiary, for 
a period of 25 years from an equipment trust which in 
turn leases the facilities from their owner, the County of 
Deer Lodge, Montana. The trust has contributed $4.4 
million toward the cost of the facilities, which it received 
as an equity contribution from a finance company. The 
remainder of the cost of the leased equipment was fi
nanced by the proceeds of $17 million of air pollution 
control revenue bonds issued in 1972 by the County. 
The subsidiary’s rental payments under the sublease are 
guaranteed by Anaconda, and during the next five years 
amount to $1.1 million per year. The implicit interest 
rate used in accounting for this obligation is approxi
mately 5%.

ELECTRIC HOSE & RUBBER COMPANY (AUG)
Note 2 (in part): Long-term debt

Aug.31, Aug.31,
1973 1972

Industrial revenue b o n d s ................................  $2,845,000 $ 925,000
Instalment purchase obligation ..................... 153,600
Notes payable to b a n k s ...................................  4,800,000 5,400,000
Mortgage p a y a b le ..............................................  59,200 68,100

7,857,800 6,393,100
Less amounts due within one y e a r ............. 862,000 688,800

Long-term debt-less current portion.....  $6,995,800 $5,704,300
The Company has arrangements with the City of 

McCook and City of Alliance, Nebraska, for the con
struction, financing and lease to the Company of manu
facturing plant facilities situated at both locations. The 
McCook arrangement covers the entire plant facility 
whereas the Alliance arrangement covers structural ad
ditions to the present facility leased (see following par
agraph) by the Company and the purchase of manufac
turing equipment. The financing was accomplished by 
the sale of industrial revenue bonds which bear interest 
at 5.0% to 6.5% per annum and mature serially in pro
gressive annual amounts ranging from $245,000 in 
1974 to $250,000 in 1983. The payments to be made by 
the Company are in amounts equal to principal and in
terest payments on the bonds through 1983. The issue is 
secured by the assignment of the lease and a mortgage 
indenture on the McCook and Alliance facilities. The 
lease provides that upon the payment of all the out
standing industrial revenue bonds the McCook and Alli
ance facilities will be conveyed to the Company for a 
nominal value. In accordance with the generally ac
cepted accounting principles for such leases, these 
transactions have been treated as financings with the 
property covered by these leases being recorded as 
fixed assets of the Company and the related lease com
mitments being recorded as long-term debt -  industrial 
revenue bonds.

Under a noncancelable lease agreement, expiring in 
1986, covering the land and original building located in 
Alliance, Nebraska, the Company is required to make 
annual payments of $18,000 through 1986. This lease is 
also deemed to be a financing (at expiration of the 
lease, title to be conveyed to the Company without fur
ther payment) with the related cost of the land and 
building (equivalent to the future rental payments dis
counted at 6.75%) being recorded as fixed assets and 
the lease commitment being recorded as long-term debt 
-  instalment purchase obligation.
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RAYBESTOS-MANHATTAN, INC. (DEC)

Notes to Consolidated Financial Statements
Note 1 (in part): Long-Term Debt—  Long-term debt 

consists of the following:

1973 1972
10⅞% Debentures due June 15, 1975 .......  $25,000,000 $25,000,000
Notes payable to b a n k s - less current

maturities of $172,048 in 1973 .................  1,718,802 1,562,000
1% note payable to Small Business Admin

is tra tio n - less current maturities of 
$93,636 in 1973 and $55,856 in 1 9 7 2 - se
cured by machinery and eq u ip m e n t  280,940 363,044

5.89% Industrial revenue bonds LaGrange,
G e o rg ia - less current maturities of
$25,000 ...............................................................  750,000

6.5% Industrial revenue bonds, Connecti
cut ........................................................................  2,860,000

6.5% Industrial revenue bonds, Crawfords
ville, In d ian a .....................................................  1,000,000

Capitalized lease ob ligatio ns- less current
maturities of $48,447 .................................... 1,356,762

Deferred termination pay, at present value 
based upon an imputed rate of 6%, net of 
discount of approximately $1,714,000 in 
1973 and $2,175,000 in 1 9 7 2 - less current
maturities of $1,548 in 1973 ....................  1,603,079 1,780,000

O th e r -  less current maturities of $46,674 
in 1973 and $58,544 in 1972; $32,000 of 
which is a mortgage secured by land ... 455,200 546,770

$35,024,783 $29,251,814

In connection with $800,000 of industial revenue 
bonds issued by the Development Authority of La- 
Grange, Georgia in March, 1973, the Company entered 
into a contract to purchase a new plant in LaGrange, 
Georgia. The installment purchase obligation  provides 
for payment of the principal plus interest at an average 
rate of 5.89% over twenty years commencing in 1973. 
During 1973 $25,000 was paid. The remaining principal 
balance is payable $25,000 in 1974 and 1975, $30,000 in 
1976 to 1980 and in increasing amounts thereafter until 
maturity in 1993.

In connection with $2,860,000 of industrial revenue 
bonds issued by the Connecticut Development Commis
sion in August, 1973, the Company entered into a lease 
of its new Corporate Headquarter offices in Trumbull, 
Connecticut. The lease, which has been treated as a 
purchase for financial statement purposes, is for a term 
of twenty-five years and the lease payments will be used 
to pay the principal and interest on the bonds. The prin
cipal portion of the lease payments commences on Au
gust 1, 1980 and continues to maturity in 1998 in in
creasing amounts. The lease has been assigned to the 
bond trustee under the indenture pursuant to which the 
bonds were issued. At December 30, 1973, the trustee is 
holding in cash and temporary investment $1,112,018 
which amount is restricted until actual expenditures for 
the completion of the building are made in 1974.

In connection with $1,000,000 of industrial revenue 
bonds issued by the City of Crawfordsville, Indiana in 
October 1973, to finance an expansion of the Compa
ny’s plant in that city, the Company entered into a loan

agreement and executed a note payable to the City of 
Crawfordsville which was assigned to the trustee under 
the indenture pursuant to which the bonds were issued. 
The note bears interest at 6.5%, payable semi-annually, 
and matures serially commencing in 1978 to 1987 in 
amounts sufficient to pay the principal on the bonds. On 
June 15, 1975, or at such prior time as the 10⅞% deben
tures of the Company are no longer outstanding, the 
Company is obligated to grant a security interest in its 
brake block plant at Crawfordsville to the trustee as se
curity for the note. At December 30, 1973, the trustee is 
holding in cash and temporary investments $971,150 
which amount is restricted until actual expenditures for 
the completion of the building are made in 1974.

In connection with a $600,000 loan at 0.875% interest 
from the Pennsylvania Industrial Development Authority, 
a $750,000 bank loan at 7.5% interest and a $75,000 loan 
at 0.875% interest; the Company entered into a lease 
with the Scranton Lackawanna Industrial Building Com
pany (SLIBCO) for a new manufacturing plant in Scran
ton, Pennsylvania. This lease has been treated as a pur
chase for financial statement purposes. The lease has a 
term of twenty years and the annual payments of 
$109,305 are sufficient to pay the interest and principal 
on these loans. The Company has an option to purchase 
the plant at any time. At December 30, 1973, SLIBCO is 
holding in cash $19,847 which amount is restricted until 
actual expenditures for the completion of the building 
are made in 1974.

THE SCOTT & FETZER COMPANY
Notes to Financial Statements
Note 2: Long-Term Liabilities- Long-term debt at 

November 30, 1973 is as follows:
N on-

C u rre n t C u rre n t
($ thousands)

Bank loan 6%, maturity to 1974 ...................
Mortgage notes, 5½% to 8%, maturities to

1982 .....................................................................
Insurance company loan, 6%, maturities to

1980 .....................................................................
Obligations under Lease/Purchase Agree

ments, 4½% to 8%, maturities to 1988.. 
O th e r .......................................................................

$150

93

200

132
26

$601

$ - - -

647

1,700

961
26

$3,334
The bank loan is due in quarterly installments of 

$37,500 plus interest at ½% over the prime rate, but not 
less than 5½ % nor more than 6%.

The loan agreements provide for pre-payment in full 
or part without premium, and include negative coven
ants that the Company will not permit its consolidated 
net working capital to fall below $5,000,000 or have bor
rowings from other banks or other lending institutions 
in excess of $10,000,000. The Company, further, has 
agreed not to pay cash dividends or purchase or retire 
any of its own shares, if the aggregate so expended for 
such purposes subsequent to December 1, 1967 shall 
exceed $5,000,000 plus 80% of the consolidated net 
earnings after December 1, 1967. Retained earnings, un
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restricted for the payment of cash dividends or pur
chase or retirement of shares, amounted to $33,335,685 
at November 30, 1973.

The mortgage notes require aggregate monthly pay
ments of $12,467 including interest.

The insurance company loan is payable in annual in
stallments of $200,000 on December 31 , 1973 and annu
ally thereafter, with a balance of $500,000 due in 1980.

Under the terms of three building Lease/Purchase 
Agreements (one of which includes equipment), the 
Company is obligated for rentals annually approximat
ing $200,000 for 1974-1976, $160,000 for 1977-1979, 
$100,000 for 1980 and 1981 and $10,000 for 1982-1988. 
Annual rentals during the terms of the leases are in 
amounts sufficient to meet the interest and debt retire
ment requirements of the related Industrial Revenue 
Bond issues.

The Company has the right to acquire the assets 
(under certain conditions and at times specified) at 
amounts stipulated in the agreements, which generally 
are the balances of the discounted unpaid rentals (and 
certain premiums) plus amounts of $1 to $500. The 
Company has accounted for the transactions as pur
chases and the obligations have been reflected as lia
bilities in the balance sheet at the discounted amount of 
the future lease rental payments.

VICTOR COMPTOMETER CORPORATION (DEC)
LONG-TERM D E B T - LESS CURRENT P O R TIO N - 

NOTE 3;
D eben tu res . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9,301,000
Capitalized lease o b lig a t io n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  925,000
O th e rs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  427,130

$10,653,130
Note 3: Long-Term D e b t-  Long-term debt at Decem

ber 31, 1973 is as follows:
Due

during
Total 1974

Debentures, 4⅞ %, due A pril 15, 1988 . . . . .  $ 9,119,000 $ - - - - - -
Debentures, 5½%, due January 1, 1977.... 271,000 89,000
Real estate m ortgage note, 6%, due Febru

ary 1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  53,597 16,467
Note payable, 8½% .. . . . . . . . . . . . . . . . .  470,000 100,000
Capitalized lease o b lig a t io n ......  1,000,000 75,000
Installm ent note, 8% due January 5, 1976 30,000 10,000

$10,943,597 $290,467
The indenture dated April 15, 1963, relating to the 

4⅞% debentures, authorized the issuance of debentures 
of $15,000,000, of which $9,119,000 were outstanding at 
December 31, 1973. The terms of the indenture provide 
among other things for (a) an annual sinking fund for 
the retirement of a minimum of $715,000 principal 
amount on April 15 of each of the years 1968 to and in
cluding 1987, and (b) restrictions as to dividends, addi
tional debt and liens. The indenture also provides that 
the company may credit against the sinking fund re
quirements the principal amount of debentures ac
quired by it and surrendered for cancellation and the 
amount redeemed or called for redemption otherwise

than through operation of the sinking fund. The inden
ture dated January 1, 1962, relating to the 5½% deben
tu res , a u th o riz e d  the  issuance  of d e b e n tu re s  of 
$1,250,000, of which $271,000 were outstanding at De
cember 31, 1973. The terms of the indenture require an 
annual sinking fund payment of $89,000 due January 1, 
although payments are actually made in December of 
the preceding year. These indentures contain certain re
strictions which have been met or adhered to.

At December 31, 1973, a foreign subsidiary owed 
$470,000 for long-term financing used in the acquisition 
of new plant facilities. This is payable $100,000 a year.

On July 1, 1973, the company entered into an agree
ment with a municipality whereby the latter would issue 
industrial development revenue bonds in the amount of 
$1,000,000 to purchase and construct certain equipment 
and other personal property to be leased to the compa
ny for a ten year period ending July 1, 1983. The rent of 
approximately $130,000 a year is an amount equal to 
principal and interest payments. After July 1, 1979, the 
company may purchase the equipment for a nominal 
amount after payment of an amount sufficient to retire 
all the outstanding bonds. The transaction has been ac
counted for as a purchase for both financial statement 
and federal income tax reporting. At December 31, 1973, 
the liability of the company for unpaid rentals was 
$1,000,000 of which $75,000 has been classified as cur
rent. The principal and accrued interest to December 31, 
1973 totaled $1,009,901, of which $678,529 has been 
spen t fo r  e q u ip m e n t leaving unexpended funds of 
$331,372 which amount is included in Other Assets.

L eases  Not C ap ita lized

ALLIED CHEMICAL CORPORATION (DEC)
Other Financial Data
Leases- Lease payments, exclusive of capitalized 

lease o b lig a tio n s , were $37,112,000 in 1 973 and 
$35,419,000 in 1972.

Minimum rental commitments under all noncancela
ble leases are as follows: ($ thousands)

Machinery Trans
portation

Equipment
and

Total Equipment Other
1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $20,863 $ 8,676 $ 8,185 $4,002
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,861 8,428 6,935 3,498
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,150 8,175 6,151 2,824
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,752 7,895 5,309 2,548
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,305 7,655 4,483 2,167
1979-1983 . . . . . . . . . . . . . . . . . . . . . . . . .  62,651 35,827 19,046 7,778
1984-1988 . . . . . . . . . . . . . . . . . . . . . . . . .  40,286 27,674 10,400 2,212
1989-1993 . . . . . . . . . . . . . . . 18,965 12,667 5,828 470
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1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $14,290 $ 8,411 $ 5,401 $478
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,689 8,220 5,008 461
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,993 8,022 4,601 370
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,313 7,797 4,196 320
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,817 7,621 3,945 251
1979-1983 .........    55,024 35,794 18,781 449
1984-1988 . . . . . . . . . . . . . . . . . . . . . . . . .  38,057 27,657 10,400
1989-1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,485 12,657 5,828

The present value of minimum lease commitments 
under such leases is as follows: ($ thousands)

Dec. 31 Dec. 31 
1973 1972

M achinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . .  $ 72,063 $ 67,737
Transportation e q u ip m e n t. . . . . . . . . . . . . . . . . . . . .  40,875 43,532
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,995 3,239
Total................................................................  $115,933 $114,508

The weighted average interest rate for such leases was
6.45% and 5.47% for 1973 and 1972, respectively, with 
the rates ranging from 4.56% to 10.50% and 4.56% to 
8.70% for 1973 and 1972, respectively.

If all noncapitalized financing leases had been capi
talized, the related assets amortized on a straight-line 
basis over the lease terms and interest cost accrued on 
the basis of the outstanding lease obligations, the effect 
on net income would have been less than three percent 
of the average net income for the years 1971 through 
1973.

ARDEN-MAYFAIR, INC. (DEC)
Notes to Financial Statements
Note 10: Lease Commitments- ($ thousands) The 

principal kinds of property leased by the Company and 
its subsidiaries are supermarket buildings, fixtures and 
delivery equipment. The most significant obligations as
sumed under the lease terms are the upkeep of the 
facilities, insurance and property taxes.

Under terms of most leases of supermarkets, addi
tional rental is required as a percentage of sales that ex
ceed an amount fixed under the terms of the lease. 
Such percentage rentals approximate 5% of minimum 
annual rentals.

Total rent expense for the Company was $12,860 for 
1973 and $13,189 for 1972, and is net of sublease rental 
income of $2,372 and $2,371 respectively.

The approximate aggregate minimum annual rental 
commitments of the Company under all non-cancellable 
leases (majority of which are non-cancellable financing 
leases) with terms of one year or more for the periods 
set forth below are as follows:

Deduct Net
Lend and Delivery Sublease Rental
Buildings Fixtures Equipment Rentals Commitments

1974...... . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9,616 $1,032 $ 842 $ 825 $ 10,665
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,284 816 705 782 10,023
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,559 618 608 656 9,129
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,023 236 446 562 8,143
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,325 83 240 332 7,316
1979-1983 . . . . . . . . . . . . . . . . . . . . . . . . . .  29,941 72 200 1,071 29,142
1984-1988 . . . . . . . . . . . . . . . . . . . . . . . .  19,063 - - - - -  - - - - -  434 18,629
1989-1993 . . . . . . . . . . . . . . . . . . . . . . . .  8,891 - - - - -  - - - - -  283 8,608
1994 and subsequent. . . . . . . . . .  1,189 - - - - -  - - - - -  - - - - -  1,189

$101,891 $2,857 $3,041 $4,945 $102,844

The above data reflect existing leases and do not in
clude future replacements upon their expiration

The net present value at December 29, 1973 and De
cember 30, 1972 of minimum annual rental commit
ments of non-capitalized financing leases is as follows:

1973 1972
Land and Buildings............................. $61,758 $66,787
Fixtures.............................................  2,539 3,438
Delivery equipment.............................  2,585 3,301

$66,882 $73,526

The weighted average interest rates for non-capital
ized financing leases were 6.592% and 6.557% for 1973 
and 1972, respectively, with rates ranging from 4.25% to 
10.5%.

If all non-capitalized financing leases were capitalized 
the approximate effect on net earnings for the years 
ended December 29, 1973 and December 30, 1972
would have been as follows:

1973 1972
Rental payments, net...........................  $11,085 $10,972
Amortization of property rights on a

straight line basis............................. (6,423) (6,395)
Interest expense.................................  (4,618) (4,733)

44 (156)
Allocated income taxes.........................  75
Decrease (increase) in net loss............ $ 44 $ (81)

CPC INTERNATIONAL, INC. (DEC)
Notes to Financial Statements
Leases—  The company and its subsidiaries have en

tered into a variety of non-capitalized, non-cancellable 
leases expiring at various dates through 2008, some of 
which are financing leases. The approximate minimum 
rental commitments under these arrangements are as 
follows: ($ thousands)

Minimum rental commitments for all noncapitalized 
financing leases (as defined by the Securities and Ex
change Commission) are as follows: ($ thousands)

Total

Machinery
and

Equipment

Trans
portation

Equipment Other
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Year

1974 ...
1975 ...
1976 ...
1977 ...
1978 ...
1979-83 
1984-88 
1989-93 
A fter 93

Section 2: Balance Sheet 

F inancing  Leases O ther Leases

Real
Estate

Trans
portation

Equip.
other
Equip.

Real
Estate

Trans
portation

Equip.
Other
Equip. Total

$ 2,559 $3,219 $619 $4,553 $2,710 $2,080 $15,740
2,070 3,110 592 5,428 2,227 1,284 14,711
2,041 2,670 434 4,346 1,225 346 11,062
1,705 2,204 399 3,868 469 171 8,816
1,705 1,944 359 1,406 219 19 5,652
8,406 5,333 771 2,990 53 17,553
8,246 1,585 699 1,332 11,862

10,721 7 184 - - - - 10,912
6,276 - - - - - - 6,276

Rent expense for 1973 and 1972 was $16,675,000 and 
$14,441,000, respectively. The 1973 rental includes 
$7,006,308 paid under financing leases. It is estimated 
that the 1972 rent was slightly less.

As at December 31, 1973 the present value of mini
mum lease commitments for financing leases (without 
a n tic ip a tin g  the e ffe c t o f fu tu re  tax benefits) was 
$38,350,000. An analysis of this liability by major cate
gory of assets financed is as follows:

Present
Value

ASSETS
Real E s ta te . . . . . . . . . . . . . . . . . . .
Transportation Equipm ent 
Other E q u ip m e n t.. . . . . . . . . .

..................................... $22,295,000
13,903,000

....................................  2,152,000

$38,350,000
For 1973 and 1972, if all non-cancellable financing 

leases had been capitalized, related assets amortized on 
a straight-line basis, and interest costs accrued at appli
cable rates on the basis of outstanding lease liability, 
net income would have increased by slightly less than 
3% of the average net income for the most recent three 
years. This is due to the amortization period for book 
depreciation being longer than the financing lease.

The weighted average interest rate for all financing 
leases is approximately 6.75% for the year ended De
cember 31, 1973.

GAMBLE-SKOGMO, INC. (JAN)
Notes to Consolidated Financial Statements

Note 12: Lease L iab ility - The company conducts the 
major part of its operations from leased premises. For 
purposes of the following disclosure, the company has 
made a distinction between “ financing” lease arrange
ments and other lease arrangements. A “ financing” 
lease is one which, during the noncancelable lease per
iod, either (i) covers 75 percent or more of the economic 
life of the property or (ii) has terms which assure the 
lessor a full recovery of the fair market value of the 
property at the inception of the lease, plus a reasonable 
return on his investment.

Total rental expense for the last two years was as fol
lows;

1973 1972
($ thousands)

Financing leases;
M inim um  re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $11,830 $11,968
C ontingent re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,028 1,249
Sublease re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,335) (1,171)

11,523 12,046
Other leases:
M inim um  re n ta ls ...... . . . . . . . . . . . . . . . . . . . . . . . . .  17,442 18,589
C ontingent re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,156 1,160
Sublease re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (5,767) (5,247)

12,831 14,502
$24,354 $26,548

Contingent rentals are determined on the basis of a 
percentage of sales in certain leased stores.

At January 26, 1974, minimum rental commitments 
under all noncancelable leases (reduced by sublease 
rentals) expire as follows:
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1 9 7 5  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $791 $5,139
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  711 4,558
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  598 3,979
1 9 7 8  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  510 3,251
1 979  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  386 2,623
1980-1984 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  576 7,481
1985-1989 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  45 2,122
1990-1994 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - -  58
S u b s e q u e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Substantially all leases included above provide that 
the company pay taxes, maintenance, insurance and 
certain other operating expenses applicable to the 
leased premises.

The present values of the aggregate minimum lease 
commitments, net of sublease rentals, relating to the 
“ finance”  leases at January 26, 1974 and January 27, 
1973 were approximately $75,000,000 and $77,900,000 
respectively, based upon interest rates ranging from 
3¾% to 9%. The weighted average interest rate was 
6.5% for both 1973 and 1972.

If all of the above “ finance” leases were capitalized, 
the lease rights amortized on a straight-line basis and 
interest expense accrued on the basis of the outstand
ing lease liability, net earnings for 1973 and 1972 would 
have been affected by less than 3%.

W. T. GRANT COMPANY (JAN)

Notes to Financial Statements

Note G: Leases—  Total rental expenses for all leases 
amounted to:

1974 1973
Financing leases:
M inim um  re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $101,236,977 $87,659,988
C ontingent re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,300,195 2,176,237
Other leases:
M inim um  re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,577,735 2,227,950
Less: Rentals from  su b -le a se s . . . . . . . . . . . . . . .  1,747,848 1,821,251

$105,367,059 $90,242,924
The contingent rentals are based upon various per

centages of sales in excess of specified minimums.
The future minimum rental commitments as of Janu

ary 31, 1974 for all noncancellable leases (as defined by 
ASR No. 147) are as follows, (in thousands):

Less Rental
Years Ended Financing Leases Other Leases From Subleases
January 31. Equipment Real Estate Of Real Estate Total

1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 95,512 $8,522 $ 3,162 $1,539 $105,657
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  94,013 8,522 3,090 1,240 104,385
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  91,292 8,522 3,021 1,077 101.758
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  88,087 7,272 2,993 916 97,436
1979 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  85,546 7,272 2,993 844 94,967
1980-1984 . . . . . . . . . . . . . . . . . . . . . . . .  385,846 1,859 12,522 2,777 397,450
1985-1989 . . . . . . . . . . . . . . . . . . . . . . . .  319,693 1,859 12,522 1,379 332,695
1990-1994 . . . . . . . . . . . . . . . . . . . . . . . .  167,626 681 12,522 731 180,098
1995 and subsequent. . . . . . . . .  8,391 - - - - -  8,139 113 16,417

The estimated present value of the net fixed minimum 
rental commitments for noncapitalized financing leases 
and the estimated impact on net earnings had such 
leases been capitalized is not currently available and 
will be included in the Company’s Form 10-K annual re
port filed with the Securities and Exchange Commis
sion. A copy of this information will be mailed to all 
stockholders.

THE PANTASOTE COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 6 (in part): Commitments and Contingencies-  

The Company and its subsidiaries rent real estate and 
equipment under long-term leases expiring at various 
dates to 1990. Certain of these leases require payment 
of maintenance charges and property taxes. Total rental 
expense tor the two years ended December 31, 1973 
was as follows:

Year Ended 
J a nua ry

($ thousands)

Type of Property Total
R eal

Prop ert y
Transportation

E q uipm e n t O th e r
Financing

Leases
A ll Oth e r 

L eases

1975 . . . . . . . . . . . . . . . . . . . .  $16,631 $2,025 $1,350 $11,411 $8,595
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,764 1,652 818 10,740 7,494
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,873 1,320 660 10,224 6,629
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,996 982 498 9,458 6,018
1979 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,858 1,196 264 9,266 5,052
1980-1984 . . . . . . . . . . . . . . . . . . . . . . . . .  51,593 735 1,148 36,450 17,026
1985-1989 . . . . . . . . . . . . . . . . . . . . . .  28,729 - - - - -  185 20,340 8,574
1990-1994. . . . . . . . . . . . . . . . . . . . . . .  11,624 - -  183 9,167 2,640
Subsequent. . . . . . . . . . . . . . . . . . . . .  10,764 - -  - -  9,956 808

The above minimum rental commitments which apply 
principally to real property have been reduced by the 
following sublease rentals:

($ thousands)

Years Ended 
January

F inancing
Leases All Other
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1973 1972
($ thousands)

Gross rental:
F inancing le a s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,018 $ 943
Other le a se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,244 1,152

2,262 2,095
Rental incom e from  subleases:
F inancing le a s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  176 45
O ther le a se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  150 80

326 125
Rental Expense............................................  $1,936 $1,970

At D ecem ber 31, 1973, m inim um  rental com m itm ents  
under all non-cancellab le  leases (reduced by sublease 
rentals), exclusive of leases capitalized in the balance  
sheet, expire as follows (OOO’s om itted);

Type of Property Total
Machinery

Year Ended Real and Financing All Other
December 31, Estate Equipment  l eases Leases

1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $250 $1,565 $ 554 $1,261
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  248 1,486 524 1,210
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  243 1,365 526 1,082
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  223 1,275 522 976
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  216 1,073 504 785
1979-1983 . . . . . . . . . . . . . . . . . . . . . . . . .  954 2,459 1,367 2,046
1984-1988 . . . . . . . . . . . . . . . . . . . . . . . . .  404 1,210 783 831
1989-1990 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  81 241 322

T h e  a b o v e  m in im u m  r e n t a l  c o m m i t m e n t s  h a v e  b e e n  
r e d u c e d  b y  t h e  f o l l o w in g  s u b le a s e  r e n t a ls :
1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  225 196
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  228 183
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  223 61
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  218 15
1978 . . . . . . . . . . . . . . . . . . . .    212 15
1979-1983 . . . . . . . . . . . . . . . . . . . . . . . . .  914 55
1984-1988 . . . . . . . . . . . . . . . . . . . . . . . . .  520

C e r t a in  le a s e s  in c lu d e  o p t io n s  f o r  r e n e w a l  o r  p u r 
c h a s e  o f  t h e  le a s e d  p r o p e r t y .  T h e  a g g r e g a t e  p r e s e n t  v a l 
u e s  o f  m in im u m  le a s e  c o m m i t m e n t s  in c lu d e d  a b o v e  b y  
c la s s  o f  a s s e t ,  w i t h  r e s p e c t  t o  n o n - c a p i t a l i z e d  “ f i n a n c 
i n g ”  le a s e s  a t  D e c e m b e r  3 1 , 1 9 7 3  a n d  1 9 7 2 , w e r e  a s  f o l 
lo w s :

Rates o f Interest 
Used to  Com pute 

Present Values
W eighted Am ount 
Average 1973 1972

Class of Asset Range 1973 1972 (OOO’s om itted)
Real estate. . . . . . . . . . . . . . . . . . . . .  4-10.4% 5.7% 5.2% $1,462 $1,778
Machinery and equipment...  4-12.5% 7.1% 6.7% 7,035 8,042

8,497 9,820
Less present value of sublease 

rentals:  
Real estate. . . . . . . . . . . . . . . . . . . . .  4% 4.0% 410
Machinery and equipment  4-12.5% 4.8% 1,372

1,782
Present value of non-capital

ized financing leases net of
subleases. . . . . . . . . . . . . . . . . . . .  $6,715 $9,820

C apitalization of the “fin an c in g ” leases above, to 
gether w ith stra ight-line am ortization of the resultant 
property rights and accrual of interest on the present 
value of the lease com m itm ents w ould have resulted in 
an increase in reported net incom e for the years ended  
D ecem ber 31, 1973 and 1972, of $123,000 ($.04 per 
share) and $113,000 ($.03 per share), respectively.

 

PHILLIPS PETR O LEU M  C O M PA N Y (DEC)

N otes to  F in a n c ia l S ta te m e n ts
N o te  7: Lease R en ta ls, C o m m itm e n ts , a n d  C o n tin g e n t  

L ia b i l i t ie s -  Rentals on leases covering bulk and service 
stations, tank cars, office space, and other facilities en 
tering into the determ ination of net incom e for 1973 and  
1972, follow:

1973 1972
Financing leases

Basic re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $43,122,000 $44,523,000
C ontingent re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,795,000 3,742,000

Other leases
Basic re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,626,000 31,898,000
C ontingent re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . .  186,000 184,000

Total rentals..................................................  79,729,000 80,347,000
Less subleasing in c o m e .. . . . . . . . . . . . . . . . . . . . . .  28,262,000 30,155,000
Net rentals.....................................................  $51,467,000 $50,192,000

C ontingent rentals relate to bulk and service stations  
and are generally based on the volum e of m otor fuel 
sold. Most station leases have renewal options for vary
ing periods at m onthly rentals at least equal to the rent
als paid during the prim ary term  of the lease. Som e of 
these leases include purchase options exercisable after 
a specified num ber of years.

At D ecem ber 31, 1973, basic rental com m itm ents  
under noncancelable leases as follows:

Basic Rental Commit
ments (Net of 

Subleasing Income) Subleasing Income

All
Leases

Financ
ing 

Leases 
($ thousands)

Financ
ing

Leases

1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 39,996 $ 36,444 $ 10,858 $ 8,761
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  38,916 36,072 10,523 8,592
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  37,512 35,606 10,094 8,229
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35,851 34,816 9,319 7,575
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34,174 33,392 8,719 7,117
1979-1983 . . . . . . . . . . . . . . . . . . . . . . . . .  147,443 147,518 30,584 24,638
1984-1988 . . . . . . . . . . . . . . . . . . . . . . . . .  96,852 97,356 9,152 7,708
1989-1993 . . . . . . . . . . . . . . . . . . . . . . . . .  40,854 40,536 587 426
Remaining years. . . . . . . . . . . . . . . . .  10,307 9,072 5 5
Total.....................................  $481,905 $470,812 $89,841 $73,051

All
Leases
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Basic rental commitments (net of subleasing income) 
at December 31, 1973 for all leases by class of property 
were:

Production Manufacturing Marketing Other Total

($ thousands)
1974 . . . . . . . . . . . . . . . . . . . . . . . . . . .  $4,529 $2,724 $30,403 $2,340 $39,996
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,521 2,676 29,727 1.992 38,916
1976 . . . . . . . . . . . . . . . .    4.515 2.529 28,871 1.597 37,512
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.508 2.297 27,890 1.156 35,851
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,504 2.295 26,328 1.047 34.174
1979-1983 . . . . . . . . . . . . . . . . . . . . . . .  22.063 7,675 115.368 2,337 147,443
1984-1988 . . . . . . . . . . . . . . . . . . . . . . .  15,716 5.902 75.202 32 96,852
1989-1993 . . . . . . . . . . . . . . . . . . . . . .  27 2,847 37,949 31 40,854
Remaining years. . . . . . . . . . . . . . .  131 504 9,241 431 10,307

Total............................  $60,514 $29,449 $380,979 $10,963 $481,905
Present values of basic rental commitments and the 

related subleasing income for noncapitalized financing 
leases based on implied interest rates in the terms of the 
leases follow:

Present Values 
at

December 31 

1973 1972
Property Basic Rental Subleasing Basic Rental Subleasing

Classification Commitments Income Commitments Income

($ thousands)
Production. . . . . . . . . . . . . . . . . . . . . . . .  $ 40,320 $ 1,459 $ 42,245 $ 1,647
Manufacturing. . . . . . . . . . . . . . . . . . . .  16,828 - - - - -  17,807 -----
Marketing. . . . . . . . . . . . . . . . . . . . . . . . .  300,496 55,360 320,852 60,559
Total.................................  $357,644 $56,819 $380,904 $62,206

The weighted average interest rate used in determin
ing the present values of basic rental commitments was 
6.3% for both 1973 and 1972, with rates ranging from 
2.8% to 9.8%.

The effect upon net income of capitalizing all non
capitalized financing leases is not presented since it is 
less than three percent of the average net income for 
the most recent three years.

At December 31, 1973, the Company was contingently 
liable for $110,124,000 of obligations of other com
panies. In addition, the Company has contingent liabili
ties with respect to claims and commitments arising 
from agreements with pipeline companies in which it 
holds stock interests whereby it may be required to pro
vide such companies with additional funds through ad
vances against future charges for transportation of 
crude oil or petroleum products. A number of suits are

also pending in various courts in which the parent com
pany or a subsidiary appears as plaintiff or defendant, 
including a federal anti-trust proceeding seeking to 
force divestiture of the properties acquired from Tide
water Oil Company on July 14, 1966, in which the trial 
court has ruled that such acquisition was illegal and 
that some divestiture will be required, which ruling has 
been appealed to the U.S. Supreme Court. While it is 
impossible to estimate the ultimate liability in respect to 
contingent liabilities, the Company is of the opinion that 
the aggregate amount of such liabilities for which ade
quate provision has not been made is not significant in 
relation to total consolidated assets.

SCOVILL MANUFACTURING COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 1— Total rental expense for all non-capitalized 

leases amounted to ($ thousands):

1973 1972
Financing Leases:

M inim um  re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,242 $2,553
Other Leases:

M inim um  re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,037 2,262
C ontingent re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . .  259 286

$6,538 $5,101
The contingent rentals are based on additional usage 

of equipment and vehicles in excess of a specified mini
mum. Sublease rentals of $174 in 1973 and $163 in 1972 
have been deducted from the amounts shown as mini
mum rentals.

At December 30, 1973, the minimum rental commit
ments under all non-cancelable leases with initial or re
maining terms of more than one year are as follows ($ 
thousands):

FINANCING LEASES OTHER LEASES

Machinery Machinery.
Land and Equipment Land and Equipment 

Year Total Buildings and Vehicles Buildings and Vehicles

1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4,964 $ 2,323 $1,143 $ 1,074 424
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.677 2,320 1,113 878 366
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,814 2,316 580 706 212
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,417 2,298 359 625 135
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,963 2,274 240 430 19
1979-1983 . . . . . . . . . . . . . . . . . . . . . . . . . .  13,266 11,145 274 1.847
1984-1988 . . . . . . . . . . . . . . . . . . . . . . . . . . .  8.032 6,309 1,723
1989-1993 . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.728 3.023 1,705
1994 and later. . . . . . . . . . . . . . . . . .  1,444 1,444

$47,305 $32,008 $3,709 $10,432 $1,156
Most leases for real estate include options to renew 

for periods ranging from 5 to 40 years. Sublease rental 
commitments (minor in amount), which expire in 1991, 
have been deducted from real estate commitments.
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The estimated present values of the net fixed mini
mum rental commitments for all non-capitalized financ
ing leases are summarized below ($ thousands);

Weighted
Average
Interest December 30. December 31.

Rate 1973 1972

5.20% $22,103 $22,626
7.81% 2,880 3,067

$24,983 $25,693
Machinery, equipm ent and vehicles ....

The present values were computed using a range of 
interest rates from 3.88% to 8.92% for land and build
ings and from 5.74% to 14.00% for machinery, equip
ment and vehicles after reducing total rental commit
ments by estimated amounts applicable to the lessors’ 
payment of taxes and insurance and by estimated 
amounts of sub-lease rentals.

The impact on net earnings for 1973 and 1972 of capi
talization non-capitalized financing leases (including 
amortization of the related assets on a straight-line 
basis and accrual of interest of the related liability) 
would be immaterial.

SQUIBB CORPORATION (DEC)

Notes to Financial Statements
Lease Commitments- The Company is obligated at 

December 31, 1973 under long-term leases with mini
mum aggregate rentals as follows: ($ thousands)

1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1 9 7 6  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
197 7  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1 9 7 8  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1979-1983 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1984-1988 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1989-1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1994-2002 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Most of the Company’s leases are renewable for per
iods of three to five years, and contain clauses for esca
lations, payment of real estate taxes, maintenance, in
surance and certain other operating expenses of the 
properties. Leases which expire are expected to be re
newed or replaced.

Total rental expense for all leases amounted to:

($ thousands)

Rest
property

Automotive
equipment

Office 
equipment 
end other

Less
sublease
Income

Financing
leases

other
leases

$12,755 $2,186 $2,601 $1,110 $11,721 $4,711
12,016 1,312 2,530 1,030 10,734 4,094
11,600 682 2,431 934 9,776 4,003
11,410 26 2,193 917 9,105 3,607
10,846 1,984 822 8,851 3,157
43,305 - - 4,080 3,180 38,258 5,947
33,890 623 2,432 30,295 1,786
18,031 — 565 95 17,938 563
37,363 - - - - - - 37,363 • - -

1973 1972
Financing leases:

M inim um  re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 8,572 $ 5,953
C ontingent re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . .  5,532 3,958
Sublease re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (171) (98)

Other leases:
M inim um  re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,766 9,232
C ontingent re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . .  182 46
Sublease re n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (683) (445)

$23,198 $18,646

Contingent rentals in certain leased facilities are de
termined on the basis of a percentage of sales in excess 
of stipulated minimums.

The estimated present values of the net fixed mini
mum rental commitments for all noncapitalized financ
ing leases at December 31, 1973 and 1972 were as fol
lows;
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Real p ro p e r ty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Autom otive e q u ip m e n t. . . . . . . . . . . . . . . . . . . . .
O ffice equipm ent and o th e r . . . . . . . . . . . . . .

Less present value of sublease rentals

The c a p i ta l i z a t io n  of the above f inancing leases 
would have no significant effect on net income in either 
year.

Weighted average 
Interest rate

Interest rah  
range

($ thousands)
1 9 7 3 1 9 7 2 1 9 7 3 1 9 7 2 1 9 7 3 1 9 7 2

6.9% 6.7% 3-8% 3-8% $84,147 $71,031
7.5 7.7 7-8 7-8 3,718 3,359
7.3 7.1 5-8 5-8 2,708 1,981

90,573 76,371
6 .9 6.2 4-8 4-8 871 493

$89,702 $75,878

J.P. STEVENS & CO., INC. (OCT)

Notes to Financial Statements
Note 1: Leases- Certain plant machinery used by the 

Company is leased under financing leases for five year 
periods at the expiration of which the Company has the 
right, or at the lessor’s option may be required, to pur
chase the machinery at the lessor’s unamortized cost. At 
the expiration dates of such leases currently in effect 
and authorized to be entered into in 1974, the purchase 
prices (lessor’s unamortized cost) thereof will aggregate 
approximately $15,650,000. The Company also leases 
transportation equipment under financing leases which 
are for four to eight year periods and provide for a nom
inal purchase price at the expiration of the leases.

Approximate minimum rental commitments under 
noncancelable leases, including commitments under 
the above-mentioned machinery and equipment leases, 
are as follows;

($ thousands)
Financing leases Other leases 

(principally
Fiscal Plant Transportation real
years machinery equipment property)

1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . .  $6,961 $893 $5,287
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,382 603 4,842
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,199 353 4,535
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,399 141 4,221
1978 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  514 43 3,972
1979-1983 . . . . . . . . . . . . . . . . . . . . .
1984-1988 . . . . . . . . . . . . . . . . . . . . .
1989-1993 . . . . . . . . . . . . . . . . . . . . .
A fter 1993 . . . . . . . . . . . . . . . . . . . . .

14 18,092
17,912
17,844

8,435

Certain of the leases contain escalation clauses relat
ing to taxes, maintenance, etc. The financing leases 
generally provide that the Company indemnify the lessor 
for taxes, claims, demands, liabilities, actions, costs and 
charges arising from the Company’s operation, mainte
nance or use of the leased machinery or equipment.

The approximate present value of the minimum lease 
commitments under the financing leases at November 3, 
1973 aggregated $14,450,000 with respect to plant ma
chinery and $1,700,000 with respect to transportation 
equipment. Interest rates implicit in the financing leases 
range from 5.25% to 9.75% (weighted average 6.94%).

If the Company had capitalized its financing leases 
and the related assets were amortized on the straight 
line method, net income would have been increased by 
approximately $1,198,000 in 1973 and $812,000 in 1972. 
There would have been no material effect on net income 
if the related assets were depreciated under the Compa
ny’s normal accelerated method.

Rental expense during the two years is summarized 
as follows:

1973 1972
Financing le a s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 8,920,000 $ 7,560,000
O ther le a se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,840,000 9,751,000

$18,760,000 $17,311,000

F. W. WOOLWORTH CO. (JAN)
Notes to Consolidated Financial Statements
Note 10: Leases- At January 31, 1974, the Company 

was obligated under more than 5,000 leases, principally 
for store properties. Many of the store leases contain re
newal options and provide for additional rental pay
ments based on a percentage of store sales. Under cer
tain leases additional payments are required of the 
Company for real estate taxes, insurance and other ex
penses. Rent expense and rental income from subleases
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are summarized below ($ thousands):

Financing leases*
Other leases

Rentals from  subleases 

Rent expense

1973 1972
M in

imum
Rent

%
Rent Total

M in
imum
Rent

%
Rent Total

$138,238
21,880

$7,259 $145,497
21,880

$121,511
19,529

$5,191 $126,702
19,529

160,118
(25,301)

7,259
(7,227)

167,377
(32,528)

141,040
(25,842)

5,191
(5,056)

146,231
(30,898)

$134,817 $ 32 $134,849 $115,198 $ 135 $115,333

The foregoing amounts include rentals under both 
cancelable and noncancelable leases. Minimum rental 
commitments under noncancelable leases in effect at 
January 31, 1974, excluding the portion of rentals under 
gross leases estimated to be applicable to lessors’ real 
estate taxes, insurance and other expenses, are summa
rized as follows ($ thousands):

Financing Other Net Rental
Leases  Leases Subleases Commitment

1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 108,864 $ 12,335 ($16,071) $ 105,128
1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  107,088 11,375 (13,129) 105,334
1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  104,497 10,726 (9,965) 105,258
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  101,166 10,011 (7,418) 103,759
1978 . . . . . . . . . . . . . . . . . . . . . . .    97,857 9,310 (3,762) 103,405
1979-83 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  433,488 37,186 (8,591) 462,083
1984-88 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  354,800 23,241 (2,586) 375,455
1989-93 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  215,625 11,271 (805) 226,091
S ubsequently . . . . . . . . . . . . . . . . . . . . . . . . . .  74,714 37,518 (8) 112,224

$1,598,099 $162,973 ($62,335) $1,698,737
*Certain of the Company’s leases meet the criteria of 

a “ financing lease”  as defined by the Securities and Ex
change Commission to be a lease which, during the 
noncancelable period, either 1) covers 75% or more of 
the economic life of the property, or 2) has terms which 
assure the lessor of a full recovery of the fair market 
value of the property at the inception of the lease plus a 
reasonable return.

The aggregate present value of minimum rental com
mitments of SEC defined financing leases at January 31, 
1974 was $983,650 (December 31, 1972- $855,967). 
Present values were determined by discounting mini
mum commitments under the lease agreements at inter
est rates in effect at the time the leases became effec
tive. Such interest rates range from 1.00% to 12.89%, 
and their weighted average was 6.21% (1972- 5.88%). 
The present value of rentals to be received under non
cancelable subleases of properties, and included above, 
amounted to $11,315 at January 31, 1974 (December 31, 
1972— $11,352). On the assumption that SEC defined fi
nancing leases had been capitalized, and the related 
property right amortized on a straight-line basis and in
terest expense computed on the basis of the present 
value of the declining outstanding balance of the lease 
commitments, net income would have been decreased 
$3,055 in 1973 and $2,978 in 1972. Under such assump
tio n s  a m o rtiz a tio n  of p ro p e rty  righ ts  would have 
amounted to $59,183 (1972- $53,222) and the addition
al interest expense would have amounted to $53,701 
(1972-$45,902).

During 1973 and 1972 several properties consisting 
of land and buildings were sold and leased back under 
long-term leases. The net proceeds received amounted 
to $4,738 and $9,555 respectively: no gains or losses 
were realized on these transactions.

S a le -L e a s e b a c k

BEATRICE FOODS CO. (FEB)

Summary of Significant Accounting Policies
Sale-and-Leaseback Transactions- Gains from sales 

of properties under sale-and-leaseback transactions are 
amortized over the lives of the related leases as an ad
justment of rental expense.

Notes to Consolidated Financial Statements
Note 5: Sale-and-Leaseback Transactions- During 

the year ended February 28, 1973, the Company sold at 
cost ($9,900,725) and leased back certain newly con
structed properties. The unamortized balance of de
ferred gains under prior sale-and-leaseback transac
tions aggregated $23,165,105 at February 28, 1973 
($24,146,745 at February 29, 1972) and is included in de
ferred credits in the balance sheet.

CONSOLIDATED PACKAGING CORPORATION (DEC)
1973 1972

Deferred gain on sale and leaseback (Note 
9 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,382,000 $1,983,000
Note 9: Sale and Leaseback Transaction -  In Decem

ber, 1972, the Company sold and leased back the prop
erty, plant, and equipment of its Crandon Mill at Ft. 
Madison, Iowa. The resulting gain of $1,983,000 less ex
penses and less the imputed value of warrants issued in 
connection with the transaction of $362,000 (see Note 5) 
has been deferred and will be amortized against rental 
expense over the lease term of ten years. Two officer- 
shareholders of the Company have agreed to a buy-out 
of the positions of the lessors in the event of a default 
on the lease by the Company.
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THE F. & M. SCHAEFER CORPORATION (DEC)

OTHER LIABILITIES AND DEFERRED CREDITS:
Employee b e n e fits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,436,000
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,146,000
Deferred cred it arising from  sale and leaseback of

property (Note 1 0 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  439,000
Other l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,401,000

$10,422,000
Note 10 (in part): Leases and Commitments- On De

cember 31, 1973, the company entered into a sale and 
leaseback arrangement for a distribution center. The 
property was sold for $750,000 and leased back for 20 
years at $79,000 annually. The sale resulted in a gain of 
$439,000 which for financial statement purposes has 
been deferred and will be amortized to income over the 
term of the lease.

DEFERRED TAXES

Paragraph 12 of APB Opinion No. 11 -  states in part:

e. Financial statement presentations of income 
tax expense and related deferred taxes should dis
close (1) the composition of income tax expense 
as between am ounts  c u r re n t l y  payable and 
amounts representing tax effects allocable to the 
period and (2) the classification of deferred taxes 
into a net current amount and a net non-current 
amount.

Table 2-42 summarizes deferred tax presentations. Of 
the survey companies disclosing deferred taxes, 76 used 
the caption Deferred Federal Income taxes and 290 used 
the caption Deferred Income Taxes. Examples of de-

TA BLE 2-42: D EFER RED TA XES

Noncurrent liability o n ly . . . . . . . . .
1973
348

1972
334

1971
360

1970
360

Noncurrent liability and current 
asset. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58 56 42 38

Noncurrent liability and current 
liab ility . . . . . . . . . . . . . . . . . . . . . . . . . . . 52 55 41 40

Current liability or current asset 
o n ly . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33 36 28 25

Noncurrent asset only. . . . . . . . . . . 20 24 18 19
Noncurrent asset and current lia

bility or asset. . . . . . . . . . . . . . . . . . . 10 10 15 14
Other presentations. . . . . . . . . . . . . . 30 34 26 20
Total companies disclosing a 

balance sheet amount for de
ferred taxes ......................... 551 549 530 516

ferred tax disclosures and presentations follow. Income 
tax expense disclosures are presented in connection 
with Table 3-15. Reasons for timing differences are de
tailed in Table 3-17.

N o ncurrent L iability

NATIONAL DISTILLERS AND CHEMICAL 
CORPORATION (DEC)

Consolidated Balance Sheet
1973 1972

Deferred taxes on im com e and other de
ferred credits (Note 1 0 ) . . . . . . . . . . . . . . . . . . . . .  $45,861,000 $38,332,000
Note 10: Provision for Taxes on i ncome

December 31 

1973 1972
CURRENT
United States (Net of investm ent tax credits 

of $1,386,000 in 1973 and $1,540,000 in
1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $25,259,000 $21,355,000

F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,334,000 2.780,000
State and lo c a l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,320,000 3,408,000

37,913,000 27,543,000
TAX EFFECT OF TIMING DIFFERENCES
United S ta te s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,513,000 2,071,000
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,000 471,000

3,542,000 2,542,000
Provision for taxes on income... . . . . . . . . . .  $41,455,000 $30,085,000

The tax effects of timing differences arise from the 
recognition of certain items of revenue and expense for 
tax purposes in years different from those in which they 
are recognized in the financial statements. The tax ef
fects of these items which are added to (deducted from) 
the amount currently payable in determining the provi
sion for taxes on income are as follows:

  1973 1972
Depreciation e x p e n s e . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,642,000 $1,999,000
Vineyard developm ent c o s ts . . . . . . . . . . . . . . . . .  600,000 554,000
Facilities disposal c o s ts . . . . . . . . . . . . . . . . . . . . . . .  (590,000) 544,000
Other i te m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (110,000) (555,000)
Total tax effect of timing differences....  $3,542,000 $2,542,000

The Company’s effective tax rate was 48.9% in 1973 
and 46.5% in 1972. Reconciliation of the U.S. statutory 
rate of 48% and these rates may be summarized as fol
lows:

1973 1972
Statutory ra te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  48.0% 48.0%
State and local incom e ta x e s .. . . . . . . . . . . . . .  2.7 2.7
Investm ent tax c re d it . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1.6) (2.4)
Other i te m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (0.2) (1.8-
Effective rate. . . . . . . . . . . . . . . . . . . . . . .   48.9% 46.5%

The l i a b i l i t y  for  de fer red  taxes on incom e was 
$41,831,000 and $38,332,000 at December 31, 1973 
and 1972, respectively.
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C u rren t A sset and N o ncurren t L iability

GENERAL FOODS CORPORATION (MAR)
1973 1972

($ Thousands)
CURRENT ASSETS
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 31,874 $ 18,535
Marketable Securities, at cost, w hich ap

proxim ates m a rk e t. . . . . . . . . . . . . . . . . . . . . . . . . . . .  109,872 57,791
Receivables, less allowances of $9,423 in

1973 and $7,112 in 1972 . . . . . . . . . . . . . . . . . . .  318,637 295,430
In ve n to rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    467,600 443,379
Deferred Income Tax Benefits (Notes 1 and

9 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    42,517 33,500
Prepaid E x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,357 19,580
Current Assets..............................................  $986,857 $868,215
Current l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $553,836 $467,129
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  215,897 222,150
Other non-curren t l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . .  27,237 22,412
Provision fo r d iscontinued o p e ra tio n s . . . . .  51,346 61,707
Deferred incom e taxes and investm ent tax 

cred it (Notes 1 and 9 ) . . . . . . . . . . . . . . . . . . . . . .  51,858 35,388
Note 1 (in part): Significant Accounting Policies
Taxes on Incom e- Taxes on income are based on 

items included in the consolidated statement of earn
ings without regard to the period in which such items 
are reported for tax purposes. Deferred income tax ben
efits represent the tax effect of certain expenses ac
crued in the current year, principally marketing expens
es, that will be deductible for tax purposes when such 
expenses are paid. Deferred income taxes represent 
principally the tax effect of the excess of depreciation 
deducted for tax purposes in the current and prior years 
over the amount recorded for financial reporting pur
poses. Beginning with fiscal 1972, the investment tax 
credit has been applied as a reduction of the provision 
for taxes on income. Investment tax credits for prior fis
cal years have been deferred and are being taken into 
income over the recapture period of eight years.

No provision has been made for future U.S. income 
taxes on the undistributed earnings of foreign subsidi
aries since they have been indefinitely reinvested in the 
foreign operations. If such earnings were distributed, 
U.S. income taxes would be substantially offset by avail
able tax credits.

Note 9: Taxes on Incom e- In fiscal 1973 and fiscal 
1972, taxes provided on income exceeded (were less 
than) income taxes payable by approximately $7,000,000 
and ($10,000,000), respectively, representing the net tax 
effect of timing differences.

Investment tax credits applied as a reduction of taxes 
on income amounted to $3,200,000 and $2,600,000 in 
fiscal 1973 and 1972, respectively.

MUNSINGWEAR, INC. (DEC)
1973 1972

CURRENT ASSETS
Deferred incom e tax b e n e fits . . . . . . . . . . . . . . . .  $369,000 $341,000
LIABILITIES
Long-term  debt, exclud ing curren t insta ll

m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $14,451,429 $11,282,299
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . .  1,299,000 1,076,000
M inority  interest in subsidiary com pany ... 179,929 172,460

Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies
Income Taxes- Deferred income tax benefits relate 

to accrued vacation pay, allowances for cash discounts, 
doubtful accounts and cooperative advertising, all of 
which will be deducted for income tax purposes in the 
year incurred. The liability for deferred income taxes re
lates to the excess of depreciation claimed for income 
tax purposes over the amount recognized for financial 
statement purposes.

Note 2: Income Taxes -  The 1973 provision for Feder
al and State income taxes is comprised of the amount 
currently payable, $2,819,000, plus provision for de
ferred income taxes, $223,000, less deferred income tax 
benefits credited to earnings during the year, $28,000, 
and the investment tax credit earned in 1973, $126,000. 
C o r re s p o n d in g  am ounts  fo r  1972 are $4,217,000, 
$176,000, $44,000 and $164,000, respectively.

NORTON SIMON INC. (JUN)
1973 1972

Balance Sheet
CURRENT ASSETS
Future incom e tax b e n e fits . . . . . . . . . . . . . . . . . . .  $30,004,000 $32,428,000
LIABILITIES
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $237,914,000 $255,439,000
Deferred subscrip tion in c o m e . . . . . . . . . . . . . . . .  8,529,000 9,056,000
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . .  51,931,000 46,083,000

Notes to Financial Statements
Summary of Significant Accounting Policies (in part) 

-  The tax effects of transactions are recognized in the 
year in which they enter into the determination of net in
come, regardless of when they are recognized for tax 
purposes.  The accumulated t iming dif ferences are 
shown as future income tax benefits or deferred income 
taxes in the balance sheet. The principal items which 
give rise to these differences are depreciation, certain 
lease payments, subscription income, and certain ac
cruals and allowances.

Income Taxes- The provision for income taxes is as 
follows:

1973 1972
F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $46,528,000 $40,615,000
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,487,000 12,881,000
S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,342,000 4,695,000
Total................................................................  $64,357,000 $58,191,000

Income tax expense includes provisions for deferred
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income taxes of $13,367,000 in 1973 and $2,785,000 in 
1972.

At June 30, 1973, Federal income taxes, which would 
n o t be s i g n i f i c a n t ,  had n o t  been p r o v i d e d  on 
$40,675,000 of undistributed earnings of foreign subsid
iaries.

C u rren t and N o n cu rren t L iab ility

CONSOLIDATED FOODS CORPORATION (JUN)

1973 1972
Consolidated Balance Sheets
CURRENT LIABILITIES:
Notes p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,712,000 $1,678,000
Accounts p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  94,483,000 103,636,000
Accrued lia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  69,763,000 60,119,000
Accrued incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . .  27,343,000 14,683,000
Deferred incom e taxes on custom er insta ll

ment a c c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,961,000 15,380,000
Long-term  debt payable w ith in  one y e a r .. 9,266,000 11,685,000
Dividends p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,952,000 ----
Total current liabilities................................ $233,480,000 $207,181,000
OTHER LIABILITIES AND DEFERRALS;
Deferred incom e taxes (principa lly  due to 

excess of tax over book depreciation) and
investm ent tax c r e d i t . . . . . . . . . . . . . . . . . . . . . . . .  $19,084,000 $14,813,000

O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,376,000 2,249,000
$21,460,000 $17,062,000 

Consolidated Statem ents of Incom e
Income before provision fo r incom e taxes

and extraord inary i te m s . . . . . . . . . . . . . . . . . . . .  $141,028,000 $124,945,000
Provision fo r incom e taxes (includ ing de

ferred taxes of $5,508,000 in 1973 and 
$3,035,000 in 1 9 7 2 ) . . . . . . . . . . . . . . . . . . . . . . . . . .  64,823,000 55,830,000

Income before extraordinary item s.........  $76,205,000 $69,115,000
Summary of Accounting Policies
Income Taxes- The provisions for income taxes in

clude Federal, foreign and state taxes based upon in
come. The provisions have been reduced by investment 
credits and, for 1972, by the tax benefit arising from the 
excess of fair market value over depreciated cost of 
property donated to an educational institution and a 
municipality.

The provision for deferred income taxes represents 
the tax effect of timing differences between financial 
and tax reporting, and includes those arising from the 
use of the installment method for certain customer ac
counts and from accelerated depreciation for tax pur
poses.

Job Development Investment Credits arising under 
the Revenue Act of 1971 are being accounted for by the 
flow-through method and, accordingly, estimated cred
its of $3,285,000 in 1973, and $3,205,000 in 1972, are re
flected as a reduction of the respective year’s Federal 
income tax provision.

Investment credits which arose under the Revenue

Act of 1962 were deferred and are being amortized over 
a five year period to June 29, 1974; amortization of these 
c red i ts  reduced Federal  income tax provisions by 
$887,000 and $923,000 in 1973 and 1972, respectively.

The Company accrues Federal income taxes, as ap
plicable, on earnings of foreign subsidiaries which are 
intended to be remitted to the parent company. Unrem
itted earnings of foreign subsidiaries which are preman
ently reinvested for internal expansion, exclusive of 
those amounts which would result in little or no such 
tax by operation of relevant statues currently in effect, 
were immaterial in amount at June 30, 1973.

CONTROL DATA CORPORATION (DEC)
1973 1972

($ thousands)
CURRENT LIABILITIES
Payable to  b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $68,326 $66,412
C urrent m aturities of long-term  d e b t .....  19,376 12,186
Current portion of am ounts due affilia tes 75,800 61,125
Accounts payable and accrued lia b ilit ie s .. 128,895 89,707
Accrued taxes (includ ing  deferred incom e

taxes of $25,781 in 1973 and $17,229, in
1972). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  54,698 66,978

Total current liabilities................................ 347,095 296,408
DEFERRED INCOME TAXES, N E T .... . . . . .  78,135 51,598

Significant Accounting Policies
Income taxes- The Company and Commercial Credit 

Company and their eligible subsidiaries file a consoli
dated federal income tax return. Certain expense and 
income items, such as depreciation of computing sys
tems, lease acquisition costs and revenues from non- 
cancellable long-term lease contracts, are recognized 
for tax purposes in different years from those in which 
they are recognized in the financial statements with ap
propriate recognition of deferred income taxes. Income 
taxes paid on taxable income related to inter-company 
profit on sales of equipment to international subsidiar
ies are deferred in the financial statements until such in
come is realized. Investment tax credits are deferred 
and amortized over the approximate depreciable lives of 
the related assets.

No provision was made in 1973 or 1972 for U.S. in
come taxes on unremitted earnings of international sub
sidiaries, nor was provision made for U.S. income tax on 
the tax-deferred portion of the undistributed earnings of 
Control Data International Sales Corporation, a subsidi
ary that qualifies as a “ Domestic International Sales 
Corporation” (DISC) under the U.S. Internal Revenue 
Code. The Company has specific plans for reinvestment 
of such earnings and remittance therof is postponed in
definitely.

Notes to Consolidated Financial Statements
Note D: Income Taxes- The provisions for income 

taxes consist of the following;
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C urrent Deferred Total
Year 1972;
U . S .  F e d e r a l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(15,418,000) $7,215,000 $(8,203,000)
F o r e i g n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,005,000 (462,000) 16,543,000
O t h e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,220,000 - - -  1,220,000

Total 1972 ....................................  $2,807,000 $6,753,000 $9,560,000
Year 1973:
U . S .  F e d e r a l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(8,102,000) $13,342,000 $5,240,000
F o r e i g n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 ,278,000 8,014,000 17,2 92,000
O t h e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  676,000 —  67 6 ,000

Total 1973 ..................................... $1,852,000 $21,356,000 $23,208,000

Foreign income taxes include $542,000 in 1973 and 
$3,093,000 in 1972 to reflect the effect of tax credits ob
tained principally from the carryforward of net operating 
losses, classified as extraordinary items.

The cumulative amount of undistributed earnings of 
international subsidiaries (including the Company’s 
Domestic International Sales Corporation) on which he 
Company has not provided U.S. income taxes aggre
gated approximately $42,072,000 at December 31, 1973. 
If these earnings were distributed, the additional income 
taxes would approximate $5,390,000 (which represents, 
principally, the difference between U.S. and foreign tax 
rates and credits).

Amortization of investment tax credits amounted to 
approximately $1,124,000 in 1973 and $1,081,000 in 
1972.

The 1973 deferred tax expense, arising from timing 
differences in reporting revenue and expenses for tax 
and financial statement purposes, is summarized below:

Excess of tax over book d e p re c ia tio n . . . . . . . . . . . . . . . . . . .
Lawsuit settlem ent proceeds recognized currently  for

tax purposes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Lease acquis ition costs expensed fo r tax purposes

but deferred in financia l s ta te m e n ts . . . . . . . . . . . . . . . . . . .
Long-term  leases recorded as sales in the financial 

statements and as rental revenues fo r tax purposes 
Reversal of deferred taxes relating to  transactions

w ith  international s u b s id ia r ie s . . . . . . . . . . . . . . . . . . . . . . . . . .
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$9,735,000

(2,661,000)

2,297,000

4 ,910,000

7,080,000 
(5,000)

$21,356,000Total 1973 deferred income tax expense..................
The 1973 provision for income taxes calculates to an 

effective rate of 55.6% on earnings before income taxes. 
Items accounting for the 1973 effective income tax rate 
are;
Normal U.S. Federal incom e tax ra te . . . . . . . . . . . . . . . . . . . .
Investm ent tax c r e d i t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Tax-deferred portion of Domestic International Sales

C orporation e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Losses in international operations fo r w hich there is

no curren t incom e tax b e n e fit . . . . . . . . . . . . . . . . . . . . . . . . . .
Tax e ffect o f loss of pooled com pany fo r period prio r

to  a c q u is it io n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Actual 1973 Income tax ra te ........................................

JIM WALTER CORPORATION (AUG)

Consolidated Balance Sheet
1973 1972

($ thousands)
CURRENT LIABILITIES:
Short-term notes payable.....................  $362,056 $283,498
Current maturities of long-term debt.....  17,991 14,122
Accounts payable................................  75,753 75,418
Accrued expenses...............................  36,331 35,651
Income taxes currently payable.............  10,460 21,050
Deferred income tax (Note 5)...............  40,067 33,909
Total current liabilities............................. 542,658 463,648
Deferred income tax (Note 5)...............  20,412 14,205

Consolidated Statem ent o f Incom e and R etained  
Earnings
Provision for income taxes (Note 5):
Current..................................................  (29,005) (28,852)
Deferred................................................. (12,365) (6,717)

$50,886 $42,652

Note 5: Income Taxes- The provision for deferred 
income taxes is based on reductions in income taxes 
currently payable principally from (i) utilizing for tax 
purposes the instalment method of accounting for 
homes sold for time payments and certain retail credit 
sales, (ii) accelerated depreciation methods, (iii) amorti
zation of the investment tax credit over a seven-year 
period and (iv) unamortized discount on purchase of in
stalment notes receivable by a subsidiary from the Com
pany and another subsidiary, restored in consolidation.

The consolidated tax provision is lower than normal 
and surtax rates principally due to percentage deple
tion, expensing of intangible drilling costs for tax pur
poses, capital gains tax rates applicable to certain reve
nues and amortization of the investment tax credit 
($1,086,000 in 1973 and $849,000 in 1972). The effective 
rate is lower in 1973 than in 1972 reflecting the greater 
effect of such items on taxable income.

C urren t and N o ncurren t A sset

INTERCO INCORPORATED

(5.1)
Receivables, less allowance fo r doubtfu l 

accounts and cash discounts, $3,164 
($3,073 at November 30, 1972). . . . . . . . . . . . 136,898 134,271

11.5 Inventories:
Finished products and o ther m erchandise 169,672 167,668

3.0 Raw materials and w ork in p ro c e s s .. . . . . . 52,412 46,749
0.9 222,084 214,417

55.6% Prepaid e xp e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,460 2,495
Future incom e tax b e n e fits . . . . . . . . . . . . . . . . . . . 2,109 296
Total cu rre n t a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . 380,903 380,325
OTHER ASSETS;
Future incom e tax b e n e fits . . . . . . . . . . . . . . . . . . . 2,646 2,928

Feb 28 Nov 30
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Notes To Consolidated Financial Statements
Note 1 (in part): Income Taxes—  A summary of the 

provisions for income taxes follows:

3 months ended 12 months ended 
February February February February 
28, 1973 29, 1972 28, 1973 29, 1972

Current:
Federal. . . . . . . . . . . . . . . . . . . . . . . . . . . .  $10,540 $7,634 $34,083 $28,181
State and c ity . . . . . . . . . . . . . . . . . . . .  959 634 3,085 2,000
Foreign (principally Canadian)... 257 348 1,505 1,593

11,756 8,616 38,673 31,774
Deferred. . . . . . . . . . . . . . . . . . . . . . . . . . .  ( 1,531) ( 43) ( 1,973) ( 671)

$10,225 $8,573 $36,700 $31,103
Investment tax credits. . . . . . . . . . .  $ 105 $ 65 $ 512 $ 289

State and city income taxes were classified in prior 
reports as operating expenses.

Deferred compensation, depreciation,  profit on in
stallment sales and certain reserves are recognized for 
income tax purposes in years other than the years in 
which they are reported in the financial statements. Pro
vision has been made for resulting deferred taxes and 
future tax benefits. Investment tax credits are reflected 
as a reduction of Federal income taxes for the period in 
which qualified property is placed in service.

It is the company’s intent that the undistributed earn
ings of subsidiaries will be reinvested in the subsidiar
ies. Acc ordingly, no provision has been made for in
come taxes on such undistributed earnings.

The Federal income tax returns of the company and 
its major subsidiaries have been examined through
1968. Examinations of years 1969 through 1971 are cur
rently in process. Management is of the opinion that the 
results of these examinations will have no material ef
fect on the company’s financial position or results of 
operations.

N o ncurren t A sset

HYGRADE FOOD PRODUCTS CORPORATION (OCT)

Consolidated Balance Sheet
Mortgages, notes receivable and other investm ents . $543,942
Deferred incom e taxes (Note 5 ) . . . . . . . . .  524,000

Note 5: Income Taxes- Details with respect to the 
provision for income taxes are as follows;

1973 1972
United States:
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 765,000 $ - - - - - -
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (106,000) - - - - - - - -
Offset by extraordinary i t e m . . . . . . . . . . . . . . . .  2,241,000 2,155,000

2,900,000 2,155,000
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  182,567 153,038

$3,082,567 $2,308,038
United States taxes currently payable have been re

d u c e d  by a p p l i c a t i o n  of  i nves tm ent  tax cred i ts

amounting to $567,000.
The portion of the United States tax provision offset 

by an extraordinary credit in 1973 represents the tax 
benefits of prior years’ loss carryforwards, which in
cludes appropriate recognition of all timing differences. 
Timing differences relate primarily to certain closed 
plant costs, pension costs and depreciation.

C u rren t L iability

BOND INDUSTRIES, INC. (JUL)
Consolidated Balance Sheets

CURRENT LIABILITIES:
Notes p a y a b le -b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2,000,000
Accounts p a y a b le - t ra d e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,523,221
Accrued expenses and sundry lia b ilit ie s -N o te  B ... .  6,918,915
Deferred Federal incom e ta x e s -N o te  C . . . . . . . . . . . . . . . .  3,102,037
Total Current Liabilities.................................................  $16,544,173

Consolidated Statem ents o f Operations and  R e
tained Earnings
Federal incom e tax (c re d its )-N o te  C:
C u r re n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(1,180,000)
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (330,000)

$(1,510,000)
Note C: Federal Income Taxes- Deferred Federal in

come taxes principally arise from reporting certain sales 
on the installment method for tax purposes and from 
excluding manufacturing overhead from inventories 
computed for book and tax purposes.

Investment tax credits approximating $130,000 (1973) 
and $100,000 (1972) are included in the Federal income 
tax credit.

For Federal income tax purposes, net operating loss 
carryforwards (arising in 1973) aggregating approxi
mately $2,200,000 are available until July 29, 1978 to re
duce future taxable income. For financial statement 
purposes, available carryforwards have been utilized in 
computing the deferred Federal income tax credits for 
the year ended July 28, 1973. Upon utilization of such 
carryforwards to reduce future taxable income, deferred 
Federal income taxes will be restored in an amount ap
proximating $1,100,000.

GRUEN INDUSTRIES, INC. (MAR)

Consolidated Balance Sheets
CURRENT LIABILITIES:
Notes payable to  b a n k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,539,749
Accounts payable and accrued e x p e n s e s . . . . . . . . . . . . . .  1,562,445
U.S. and fore ign incom e taxes, includ ing deferred 

U.S. taxes of $21,000 in 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . .  331,180
Total current liabilities...................................................  $5,433,374
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Consolidated Statements o f Income (Loss) and Re
tained Earnings
PROVISION FOR U.S., FOREIGN AND STATE INCOME 

TAXES:
C urrently payable ( re fu n d a b le ). . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

TA BLE 2-43: M IN O R IT Y  IN TE R E S T -  B A LA N C E  
SH EET P R E S E N TA TIO N

$126,000
30,000

$156,000
Notes to Consolidated Financial Statements
Note 1 (in part) Summary of Accounting Policies: In

come Taxes- Deferred income taxes arise principally 
as a result of 1) timing differences resulting from the de
duction of certain currency revaluation costs for income 
tax purposes which have been included as inventory 
costs for financial statement purposes, 2) the deferral of 
taxes on intercompany profits in inventory and 3) the 
deduction of certain expenses for financial statement 
purposes which will be deductible for tax purposes in 
future periods.

U.S. income taxes have not been provided on the op
erating income of foreign subsidiaries. The cumulative 
amount of undistributed earniings of foreign subsidiar
ies on which U.S. income taxes have not been provided 
aggregates $1,842,000. It is the Company’s present in
tent to continue to reinvest such undistributed earnings 
indefinitely in the businesses of such subsidiaries.

The investment tax credit is accounted for as a reduc
tion in U.S. income taxes in the year in which the credit 
is utilized.

C urren t A sset

BRIGGS & STRATTON CORPORATION (JUN)

Consolidated Balance Sheets
CURRENT ASSETS:
Future Income Tax Benefits (Note 5 ) . . . . . . . . . . . . . . . . . . . .  $3,959,000

Consolidated Statem ents o f Incom e
PROVISION FOR INCOME TAXES:
Federa l-

C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $26,490,000
Deferred ....    (2,228,000)

S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,838,000
$28,100,000

Notes to Consolidated Financial Statements
Note 1 (in part): Taxes on Income— Future income 

tax benefits result from recognizing certain liabilities for 
financial reporting which are not currently deductible 
for tax purposes.

Note 5: Reclassification -  In order to conform to the 
current year financial statement classifications, future 
tax benefits totaling $1,731,000 for 1972 have been rec
lassified in the consolidated balance sheet and related 
s ta te m e n t of changes in financia l position. These 
amounts were previously deducted from the related lia
bilities.

1973 1972 1971 1970
Amount of m inority interest dis

c lo s e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Minority interest indicated but

196 203 197 187

amount not d isc lo se d . . . . . . . . . . 21 25 26 17
No indication of m inority interest 371 361 364 379
Statements not co n so lida ted... 12 11 13 17

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

MINORITY INTERESTS
All but 4 of the 217 survey companies indicated in 

Table 2-43 as disclosing a balance sheet amount for mi
nority interest used the term minority. Income statement 
presentations of minority interest are summarized in 
Table 3-23. Examples of minority interest presentations 
and disclosures follow.

AMERICAN MAIZE-PRODUCTS COMPANY (DEC)

Consolidated Balance Sheets
Long-term  debt, less curren t in s ta llm e n ts . . . . . . . . . . . . . .  $23,650,042
Deferred federal incom e ta x e s  . . . . . . . . . . . . . . . . . . . . . . . . . .  1,294,320
O ther non-curren t lia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,361,631
M inority interest in subsidiary (Note C ) . . . . . . . . . . . . . . . . .  2,250,000

Note C: Minority Interest- The minority interest in 
subsidiary is represented by 20,000 shares of preferred 
stock of Boyer Bros., Incorporated (“ Boyer” ). Such 
stock has a minimum redemption value of $2,250,000, 
which may range up to $3,500,000, contingent upon fu
ture earnings of Boyer. The stock has no preference as 
to dividends through December 31, 1974. Subsequent to 
that date such stock is preferred as to cash dividends at 
the rate of $4.65 per share, cumulative only if earned in 
each year by Boyer. Notwithstanding the foregoing, the 
Boyer preferred stockholders may currently receive 
extra cash dividends, up to a maximum of $2.00 per 
share annually, contingent upon Boyer’s attainment of 
certain earnings goals through December 31, 1979.

The Boyer preferred stock sinking fund requires the 
restriction of $396,000 of its retained earnings at De
cember 31, 1973. The sinking fund must be at least 
$500,000 by January 1, 1975. Sinking fund requirements 
in excess of $2,250,000, if any, will be reflected in the 
consolidated financial statements of such future periods 
in which they arise as charges to income with a corre
sponding increase in minority interest in subsidiary.

The Boyer preferred stock may be redeemed at the 
option of the holders thereof after May 2, 1974, for an 
aggregate amount equal to the greater of $2,250,000 or 
the balance of the aforementioned sinking fund at that 
time. The preferred stock is effectively callable by Boyer 
after December 31, 1978, for an aggregate amount equal
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to the maximum redemption value at such time.

The holders of the Boyer preferred stock have the 
right to convert, at any time until May 2, 1979, 1,334 of 
such shares, with an aggregate maximum redemption 
value of $233,450, into 10,005 Class A and 5,003 Class B 
shares of the Company’s stock.

ARMADA CORPORATION (DEC)

Consolidated Balance Sheet
Total current l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
M inority  interest in The Hoskins M anufacturing Com

pany . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$11,987,000
4,111,000

6,669,000 
$22,767,000

Consolidated S tatem ent of Incom e
COSTS AND EXPENSES:
Cost of s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $23,588,000
Selling, general and adm inistrative e xp e n se s ... . . . . . .  2,458,000
Interest e xp e n se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  567,000
Provision fo r incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,171,000
M inority  interest in net income of The Hoskins M anu

facturing  C o m p a n y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  701,000
$29,485,000

Notes to Consolidated Financial Statements
Note 3 (in part): Acquisition and Proposed M erger- 

In June 1973, the Company acquired 52.6 percent of the 
outstanding shares of The Hoskins Manufacturing Com
pany (Hoskins) at a cash cost of $15,466,000, including 
related expenses. The transaction has been accounted 
for as a purchase and the accounts of Hoskins have 
been included in the consolidated financial statements 
since July 1, 1973. The minority shareholders’ 47.4 per
cent interest in the net income and capital of Hoskins 
are shown as deductions in the income statement and 
balance sheet.

DRESSER INDUSTRIES, INC. (OCT)

Consolidated Balance Sheets
1973 1972

($ thousands)
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $163,005 $170,444
Deferred co m p e n s a tio n . . . . . . . . . . . . . . . . . . . . . . . .  9,601 7,867
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . .  20,930 22,885
Reserve fo r fore ign business risks (Classif

ied as part of shareholders’ investm ent in 
reports filed w ith the Securities and Ex
change C o m m is s io n ). . . . . . . . . . . . . . . . . . . . . . . .  5,000 5,000

M inority  interests in  s u b s id ia rie s . . . . . . . . . . . .  1,354 3,740
Consolidated Statem ents of Earnings

Net sales and service re ve n u e s . . . . . . . . . . . . .  $1,025,217 $906,947
Cost of sales and s e rv ic e s . . . . . . . . . . . . . . . . . . .  701,905 619,799

323,312 287,148
Selling, engineering, adm inistrative and 

general e xp e n se s. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  241,984 215,214
81,328 71,934

Other incom e (deductions)
Interest e x p e n s e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (16,904) (14,766)
Interest e a rn e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,417 1,553
Royalties e a rn e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,985 3,364
O ther incom e net of o ther d e d u c tio n s ....  2,470 3,552

(9,032) (6,297)
72,296 65,637

Income taxes
C u rre n t-  F ed e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,811 15,070

State and fo re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,529 11,907
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,067) (321)

28,273 26,656
44,023 38,981

M inority  interests in (earnings) losses of 
su b s id ia rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  173 (48)

Net e a r n in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 44,196 $ 38,933

GENERAL ELECTRIC COMPANY (DEC) 

Statem ent of Financial Position
($ m illions)

Total l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $4,901.7
M inority  interest in equity of consolidated affilia tes . 50.1

Statem ent o f Current and Reta ined Earnings
Earnings before incom e taxes & m inority  in te re s t...  $1,011.6
Provision fo r incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (418.7)
M inority  interest in earnings of consolidated affilia tes (7.8)
Net earnings applicable to common stock................ $ 585.1

1973 Financial Summary
Minority Interest in Earnings of Consolidated Affili

ates represents the interest which other share own
ers have in net earnings and losses of consolidated affil
iates not wholly owned by the Company.

GETTY OIL COMPANY (DEC)

Consolidated Balance Sheet
1973 1972

Long-term  d e b t-N o te  5 . . . . . . . . . . . . . . . . . . . . . .  $178,851,000 $112,913,000
Deferred c re d its -N o te  6 . . . . . . . . . . . . . . . . . . . . . .  85,222,000 84,645,000

Total liabilities..............................................  574,207,000 509,993,000
M inority  interest in su b s id ia rie s -N o te  2 .. 194,515,000 199,180,000

Consolidated S tatem ent of Incom e
Income before m inority  interest and ex

traord inary i te m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $149,853,000 $89,617,000
Less m inority  interest in incom e of conso li

dated su b s id ia rie s -N o te  2 . . . . . . . . . . . . . . . .  (14,821,000) (13,484,000)
Income before extraordinary item s.........  135,032,000 76,133,000
Extraordinary ite m s -N o te  3 . . . . . . . . . . . . . . . . .  7,205,000 5,041,000
Net income....................................................  $142,237,000 $81,147,000
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Note 2 (in part): Basis of Accounting for Subsidiaries 
and Affiliates— The accounts of all wholly owned sub
sidiaries and those of the majority-owned subsidiary, 
Mission Corporation, and that company’s subsidiary, 
Skelly Oil Company, have been consolidated in the ac
companying financial statements. On December 31, 
1973, the company owned an 87.93 percent interest in 
Mission Corporation and a 3.56 percent interest in Skel
ly Oil Company. Mission owned a 72.53 percent interest 
in Skelly Oil. Directly and indirectly, through Mission, 
Getty Oil held a 67.34 percent interest in Skelly Oil. The 
comparable equity interests on December 31, 1972, 
were, respectively, 87.16 percent, 1.42 percent, 72.53 
percent, and 64.64 percent.

The equity of the minority stockholders of Mission 
and Skelly Oil in the net assets of these companies was 
$194,515,000 on December 31, 1973, and $199,180,000 
on December 31, 1972, as indicated in the consolidated 
balance sheet. The consolidated statement of income 
includes all of the revenues, costs and expenses of Mis
sion and Skelly Oil. The interest therein of the minority 
stockholders of Mission and Skelly Oil ($14,821,000 in 
1973 and $13,484,000 in 1972) has been deducted in ar
riving at the amount shown as consolidated net income.

Note 15: Minority Interests- Minority interests reflect 
the ownership of minority shareholders in the equity of 
consolidated subsidiaries which are less than wholly- 
owned, primarily Gulf Oil Canada Limited, and were 
comprised of the following:

M illions of Dollars 
December 31

1973 1972
Capital s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 94 $ 93
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  170 145
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 9

$266 $247

HARSCO CORPORATION (DEC)

Consolidated Balance Sheets
Total curren t l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 64,110,000
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28,613,000
Taxes on foreign incom e payable after one y e a r . . . .  2,470,000
Reserves and deferred c re d its . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,997,000
M inority interest in fore ign s u b s id ia r ie s . . . . . . . . . . . . . . . .  4,079,000

$107,269,000
Consolidated Statem ents of Incom e

OTHER CHARGES:
M inority  interest in income o f fo re ign  s u b s id ia rie s ... $1,566,000
Provision fo r unrem itted fore ign in c o m e ... . . . . . . . . . . . .  380,000

$1,946,000

GULF OIL CORPORATION (DEC)

Consolidated Statem ent o f F inancial Position
1973 1972

($ Millions)

Total current L iab ilities.................................... $2,404 $1,492
Long-Term D e b t .................................................  1,608 1,941
Deferred Income T a x e s .................................... 105 141
Other L iabilities..................................................  122 94
Minority Interests (Note 1 5 ) .....................    266 247

T o ta l L ia b i l i t ie s ..................................  $4,505 $3,915
Consolidated Statem ent o f Changes in F inancial Po

sition
FINANCIAL RESOURCES WERE PRO

VIDED BY
Income before extraordinary ite m ...............  $ 800 $ 447
Income charges (credits) not affecting 

working capital
Depreciation, depletion, amortization and

retirem ents........................................................  610 576
Deferred income ta x e s ..................................... 12 11
Income applicable to minority in terests .... 36 22
Net gain from sales of properties and in

vestments ..........................................................  (24) (1)
Foreign exchange translation loss related

to long-term d e b t ..........................................  4 43
Undistributed loss (earnings) of affiliated 

and associated companies including 
nuclear partnership .......................................  122 (8)

Working capital from operations........... $1,560 $1,090

WESTVACO CORPORATION (OCT) 

Consolidated  Balance Sheet
1973 1972

($ thousands)

Current l ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 90,119 $ 70,384
Long-term  o b lig a tio n s . . . . . . . . . . . . . . . . . . . . . . . . . .  182,300 186,154
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . .  32,616 37,124
M inority in te rest in U.S. Envelope (Note A) 1,159 11,374

Consolidated  S tatem ent o f incom e and R etained in 
come
Income before ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $68,175 $17,979
Income taxes (Note H ) . . . . . . . . . . . . . . . . . . . . . . . . .  23,795 4,291

44,380 13,688
M inority interest in net incom e of U.S. En

velope . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  890 588
Net income....................................................  $43,490 $13,100

Note A (in part): Subsidiaries- By a prospectus dated 
October 4, 1973 the Company offered to exchange .85 
and .50 shares of its common stock, respectively, for 
each of the common and preferred shares of U.S. Enve
lope Company’s capital stock held by the public. As a 
result of this exchange offer, at October 31, 1973 West
vaco had increased its equity in U.S. Envelope from 58% 
to 94% and in this connection was issuing 258,401 
shares of common stock to which an aggregate value of 
$6,460,025 ($25 per share) has been assigned, which ap
proximates the market quotations on the date the Com
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pany announced its intention to make the exchange 
offer. Subsequent to October 31, 1973, additional U.S. 
Envelope shares were received or guaranteed which will 
increase Westvaco’s equity to 97%. The exchange offer 
terminates on December 4, 1973 unless extended.

A. E. STALEY MANUFACTURING CORPORATION (SEP)

Consolidated Balance Sheet
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $44,410,000
Deferred items
P e n s io n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,398,000
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,461,000
Total deferred items..........................................  19,859,000
Minority Interests..............................................  4,757,000

S tatem ent of Consolidated Earnings and  Earnings
Reinvested
COSTS AND EXPENSES
Cost of products s o ld . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $396,912,000
Selling and adm inistrative e x p e n s e s . . . . . . . . . . . . . . . . . . . . .  45,312,000
Interest exp e n se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,205,000
M inority in te re s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,698,000
Total costs and expenses..................................  $449,127,000

TA BLE 2-44: O THER L O N G -T E R M  L IA B IL IT IE S , 
D EFER R ED  C R ED ITS , A N D  R ESER VES

Employee Liabilities 1973 1972 1971 1970
Deferred compensation, bonus,

etc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  90 92 88 87
Pension or retirement p la n . . . . . .  72 71 68 71
O th e r- not d e sc rib e d . . . . . . . . . . .  29 28 27 34

Estimated losses or expenses
Foreign op e ra tio n s . . . . . . . . . . . . . . . .  41 28 32 35
In su ra n ce . . . . . . . . . . . . . . . . . . . . . . . . . . .  31 34 35 37
Discontinued opera tion s. . . . . . . . .  29 35 31 26
General co n tinge nc ies . . . . . . . . . . .  6 5 8 7
Repairs, furnace relining, etc. . . .  5 5 6 5
O th e r- described . . . . . . . . . . . . . . . . .  7 31 25 27

Deferred credits
Payments received in advance,

warranties, e tc. . . . . . . . . . . . . . . . . . . .  30 26 25 13
Deferred p rofit on s a le s . . . . . . . . .  9 9 12 17
Excess of acquired net assets

over c o s t . . . . . . . . . . . . . . . . . . . . . . . . .  8 10 12 15
Production paym ents . . . . . . . . . . . . .  7 13 12 7
O th e r- describe d . . . . . . . . . . . . . . . . .  25 22 13 14

"Miscellaneous’ ’ or "other ” ..... 236 178 169 164
Total Presentations................  625 587 563 559

XEROX CORPORATION (DEC)

Consolidated Balance Sheets
1973 1972

($ thousands)
United K ingdom  C orporation tax and de

ferred in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 8,752 $ 14,530
Deferred investm ent tax c re d its . . . . . . . . . . . . . .  23,167 17,137
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  569,155 446,811
Outside shareholders’ interests in equity of 

s u b s id ia rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  163,162 116,230
Consolidated Statem ents of Incom e

Income before outside shareholders’ in ter
ests . . . . . . . .    $366,637 $302,214

Outside shareholders’ in te re s ts . . . . . . . . . . . . . . .  66,153 52,707
Net income........................................ $300,484 $249,507

OTHER LONG-TERM LIABILITIES

Many of the survey companies presented items on the 
liability side of the balance sheet between current lia
bilities and stockholders’ equity, which were expressly 
excluded from long-term debt. Those items labeled de
ferred credits, reserves, or other long-term liabilities are 
summarized in Table 2 -4 4 . Examples of such items fol
low.

Em ployee L iab ilities

ALAN WOOD STEEL COMPANY (DEC)
Liab ility  fo r supplem ental unem ploym ent benefits $626,135

AMERICAN BAKERIES COMPANY (DEC)
Notes to Consolidated Financial Statements
Note 1 (in part): Summary o f Accounting Policies: Re

tirement Plan -  The Company has a retirement plan for 
all eligible employees in an executive, administrative, 
supervisory or clerical capacity. Retirement plan provi
sions were $595,469 in 1973 and $826,657 in 1972 and 
include amortization of past service costs over a thirty- 
five to forty year period. Changes during the year in cer
tain actuarial methods and assumptions (including a 
change in the assumed interest rate), amendments to 
the plan (which are subject to Internal Revenue Service
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approval) and a reduction of the number of participants 
had the effect of reducing pension cost for the year by 
approximately $230,000.

At December 29, 1973, accrued but unfunded pension 
costs amounting to approximately $3,318,000 were re
flected in the accompanying balance sheet. $2 ,0 0 0 ,0 0 0  
of these accrued expenses will not be funded in 1974 
and, accordingly, have been classified as a long-term 
obligation. The available tax benefits related to current 
and long-term pension accruals have been reflected in 
the accompanying balance sheet as a future tax benefit 
and a reduction of deferred income taxes, respectively.

As of June 3 0 , 1973, total assets in the retirement fund 
and the balance sheet accrual were in excess of the 
actuarially computed value of vested benefits at that 
date. Unfunded past service costs amounted to approxi
mately $5,634,000 as of the most recent valuation date.

The Company also made contributions of approxi
mately $5,900,000 in 1973 and $5,400,000 in 1972 to 
union pension funds in accordance with the provisions 
of negotiated labor contracts.

Note 4: Long-Term L iabilities- Long-term liabilities 
at December 29, 1973, and December 30, 1972, consist
ed of the following:

Revolving cred it bank note, interest at 
prim e rate paid quarterly, to be converted 
to a term loan in July, 1974, interest at ½ % 
over prim e rate, payable quarterly and due

1973 1972

in July, 1979 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
D iscounted am ounts o f fu tu re  rental pay

ments under lease a g re e m e n ts -

$ 8,000,000 $ 8,000,000

Real estate lease, expiring in 1996..... 2,813,461 2,864,865
Equipm ent lease, expiring in 1986......

Notes payable:
3,817,116 4,117,581

10¼ %, due in 1975 . . . . . . . . . . . . . . . . . . . . . . . . . . 1,500,000 1,500,000
6¼ %, due in 1987. . . . . . . . . . . . . . . . . . . . . . . . . . . 829,291 1,279,291
6% (or prim e rate if less), due in 1981- 720,000 820,000
6%, due in 1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Accrued pension costs to be funded after
67,817 153,703

1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,000,000 —

Other d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 323,697 191,339
$20,071,382 $18,926,779

L e s s -  C urrent m a tu r itie s . . . . . . . . . . . . . . . . . . . . . 853,144 497,520
$19,218,238 $18,429,259

trustees or insurance companies. All past service costs 
arising from amendments to the company’s plan ate 
amortized over a maximum of three years. Kendall’s 
plan is being funded over the average working lives of 
the applicable employees and Rubinstein’s funding is 
being carried out over a period of approximately twenty- 
five years.

In those foreign countries where retirement or termi
nation payments to employees are mandated by law, the 
subsidiaries generally provide staff leaving indemnities 
for the maximum amounts currently earned.

Note 9: Retirement and Termination C osts- Pension 
costs totaled $15,723,000 in 1973 and $13,843,000 in 
1972 including amortization of past service costs. Un
funded past service costs at December 31, 1973, which 
were applicable to Kendall’s and Rubinstein’s plans, 
amounted to $6,498,000.

Operations were charged $5,581,000 in 1973 and 
$4,351,000 in 1972 for staff-leaving indemnities.

FANSTEEL INC. (DEC)
Deferred Pension Plan C o n tr ib u tio n s . . . . . . . . . . . . . . . . .  $549,207

Financial Review
Pension P lans- The Company provides pension ben

e f i t s  u n d e r  var ious  plans fo r  the m a jo r i t y  of its 
employees. Pension costs of $948,000 in 1973 and 
$825,000 in 1972 include normal cost, interest on un
funded past service costs, and where applicable, a pro
vision for vested benefits or a portion of unfunded past 
service costs. The cumulative excess of pension provi
sions over amounts funded has been recorded as de
ferred pension plan contributions. At the most recent 
valuation, the actuarially computed excess of vested 
benefits over pension fund assets and unfunded ac
cruals was $2 ,2 2 0 ,0 0 0 .

H. J. HEINZ COMPANY (APR)
LONG-TERM DEBT AND OTHER LIABILITIES:
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $129,899,444
Liabilities under incentive p ro fit sharing plans, less

portion payable w ith in  one y e a r . . . . . . . . . . . . . . . . . . . . . . . .  8,289,145
Deferred Federal and fore ign taxes on in c o m e ......  15,368,474
Future foreign taxes on in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,880,393
S u n d ry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,501,788

$170,939,244

COLGATE-PALMOLIVE COMPANY (DEC)

($ thousands)
NON-CURRENT LIABILITIES
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $68,954
Deferred income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20,195
Staff leaving in d e m n itie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,246

Notes to the Consolidated Financial Statements
Note 2 (in part): Summary of Significant Accounting 

Policies: Retirement and Termination Costs—  The com
pany and all its domestic subsidiaries and certain for
eign subsidiaries have contributory and noncontributory 
pension plans which cover substantially all employees. 
Pension costs  are funded by annual  payments to

HOUDAILLE INDUSTRIES, INC. (DEC)
1973 1972

OTHER LIABILITIES (CURRENT PORTION 
INCLUDED IN CURRENT LIABILITIES):

Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,700,000 $27,650,000
Long-term  lease obligation . . . . . . . . . . . . . . . . . . .  259,345 2,365,000
Deferred com pensation plans (Note D ) ..  1,836,607 1,026,662
Taxes on income deferred to  fu tu re  periods 3,488,290 3,785,084
Total other liabilities.................................... $33,284,242 $34,826,746

Note D: Extra-Compensation Plan—  Under the provi
s i o n s  of  t h e  E x t r a  C o m p e n s a t i o n  Plan fo r  key 
employees, approved by the stockholders effective Jan
uary 1, 1975, the Compensation Committee recom-
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mended and the Board of Directors subsequently ap
proved, provisions of $1,665,642 and $1,012,700 and 
awards of $1,142,250 and $1,012,700 for 1973 and 1972, 
respectively.

Included in the consolidated balance sheet under 
“ Accrued payrolls, taxes, interest, etc.” are $874,772 
and $764,012 which represent the unpaid portions of 
prior and current years’ awards for 1973 and 1972, re
spectively, which are payable in cash during 1974 and 
1973, respectively. The remainder of the awards payable 
in the future under the earning out provisions of the 
plan and the unawarded provision for 1973, are both in
cluded under “ Other Liabilities- Deferred Compensa
tion Plans.”

ROWE FURNITURE CORPORATION (NOV)

Deferred liabilities (Note 4)
1973 1972

$188,362 $25,000

A. C. NIELSEN COMPANY (AUG)
Accrued Profit Sharing Expense Payable A fter One 

Year (Note 5 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ..... $5,904
Note 5: Employee Benefit Plans—  There are pension 

plans, some contributory and others noncontributory, 
covering substantially all employees. Amounts provided 
u n d e r  a l l  p l a n s  to t a l e d  $2,807,000 in 1973 and 
$2,497,000 in 1972. Benefits were increased under cer
tain plans during 1973 and 1972. With one relatively 
minor exception, the market value of the assets of the 
various funds exceeded the actuarially computed value 
of vested benefits at the most recent valuation dates of 
the plans.

The Company and certain subsidiaries have profit 
sharing plans which provide for payment of annual bo
nuses to key employees. Most of these plans provide for 
the allocation of the profit sharing provision into three 
segments: one payable currently, another payable over 
a specified period of time (generally four years) and the 
third retained in a bonus reserve which is payable only 
on approval by the Boards of Directors of the participat
ing companies. Amounts charged to income under all 
plans totaled $3,022,000 in 1973 and $2,524,000 in 1972.

PRATT-READ CORPORATION (JUN)
Long-Term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $585,000
Deferred Compensation (Note E ) . . . . . . . . . . . . . . . . . . . . . . .  343,911
M inority  interest in consolidated s u b s id ia ry ........  615,456

Note E: Pension and Deferred Compensation Plans-  
Certain divisions and subsidiaries have pension plans 
covering their employees. Pension expense amounted 
to $323,218 and $322,903 for the years ended June 30, 
1973 and 1972, respectively, and includes, as to certain 
of the plans, amortization of prior service cost over per
iods ranging from 10 to 30 years. The Company’s policy 
is to fund pension costs accrued. On the most recent 
valuation dates, vested benefits exceed assets on de
posit and balance sheet accruals by approximately 
$1,207,274.

The Company has employment agreements with cer
tain key employees which provide, among other things, 
for deferral of compensation, which is payable on retire
ment, on death during full-time employment, or on other 
termination of full-time employment. The deferred com
pensation costs are accrued in the financial statements 
but are not deducted for income tax purposes until paid.

Note 4: Deferred Compensation P lans- Under the 
1971 Executive Incentive Compensation Plan, com
posed of Part 1 Incentive Stock Units and Part II De
ferred Compensation Awards, the Board of Directors 
may make awards to key employees of the Company, or 
of any of its wholly-owned subsidiaries.

Part I Incentive Stock U n its- While common stock 
will not be issued, benefits under Part I are related to 
the increase, if any, of the market value of the common 
stock over the value at date of award. Awards amounted 
to 12,100 units at $15.27 per unit in 1973 and 16,750 
units at $17.90 in 1972, therefore, no charge has been 
made to income.

Part II Deferred Compensation Awards- The Compa
ny at November 30, 1973, recorded a deferred liability 
for awards of $119,250 and related future income tax 
benefits of $60,818. These amounts included $54,250 
and $27,668, respectively, that were applicable to No
vember 30, 1972. A deferred liability of $25,000 and re
lated future income tax benefits of $12,750 were rec
orded at November 30, 1972. Awards under Part II are 
fully vested at date awarded and are payable over ten 
annual installments following the year of termination of 
employment.

The Company has deferred compensation agree
ments with key employees in amounts ranging from 
$50,000 to $250,000. The employees become 50% vested 
at age fifty-five and vest an additional 5% each year 
thereafter, except there is no vesting in the event of vol
untary termination of employment. Vested benefits are 
payable in 120 monthly installments upon cessation of 
employment. Life insurance contracts have been pur
chased which may be used to fund these agreements. At 
November 30, 1973, the Company recorded a deferred 
liability of $44,112 and related future income tax bene
fits of $22,497. The liability is based on the present value 
method, using a 10% per year discount rate.

O ther L iab ilities -D escrib ed

CARRIER CORPORATION (OCT)
NONCURRENT LIABILITIES
Long-term  d e b t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $182,430,000
Extended-term  product g u a ra n te e s . . . . . . . . . . . . . . . . . . . . . . . .  17,717,000
Deferred taxes on in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,844,000
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,185,000

$217,176,000
Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies (in part): 

Product guarantees- Current and extended-term prod
uct guarantees are established for the estimated future 
costs that will be incurred under product guarantees 
and warranties presently in force.
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THE GRAND UNION COMPANY (FEB)
1973 1972

Liab ility  fo r unredeemed trad ing  stamps, 
less am ount included in cu rren t accrued 
liab ilities (1973, $8,939,598; 1972,
$8,283,366) (Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,000,000 $2,800,000
Note 1 (in part): Trading Stamp Revenue and Ex

pense- The company records stamp revenue and pro
vides for estimated cost of redemption at the time of is
suance, based on periodically reviewed operating expe
rience.

POTTER INSTRUMENT COMPANY, INC. (JUN)
Deferred incom e (Note 7 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 487,500
Deferred income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  47,752
Long-Term  debt (Note 4 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,705,589
Settlem ent Payments (Note 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  810,000

Note 3: Settlement Agreement— In February 1970, the 
Company settled litigation with Management Assist
ance, Inc. (MAI). The settlement agreement provided for 
quarterly payments to MAI through February 28, 1975 up 
to a maximum of $5,600,000 based upon the number of 
units of specified equipment sold, leased, or otherwise 
marketed by the Company, but not less than $1,350,000 
by August 31, 1973 or a cumulative minimum total of 
$2,160,000 by August 31, 1974. In fiscal 1970, the total 
minimum payable, plus related legal expenses, was re
ported as an extraordinary charge to income.

In July, 1971, after having made payments aggregat
ing $224,000, the Company notified MAI that recent de
velopments had nullified the agreement. The matter was 
submitted to arbitration and the arbitrators concluded 
that the agreement was still in effect. The Company sub
sequently in August and September 1973 paid to MAI a 
total of $797,000 for amounts accrued under the agree
ment through March 31, 1973 plus interest of $60,033 at 
6% from the date the amounts were first due. No further 
payments have been made by the Company.

In August 1973, the Company notified MAI that, due 
to certain pricing action taken by International Business 
Machines Corporation, the settlement agreement was 
nullified. The Company expects the entire matter to be 
again submitted to arbitration. If the Company is suc
cessful in its contention, the reversal of the remaining 
unpaid liability will give rise to an extraordinary credit of 
approximately $1,139,000 when the matter is resolved.

TOBIN PACKING CO., INC. (OCT)
CURRENT LIABILITIES
Accounts payable and accrued liabilities, inc lud ing

em ployees’ co m p e n sa tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,661,184
Accrued pension c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  951,162
Federal incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,799
Other ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  161,334
C urrent installm ents on note p a y a b le . . . . . . . . . . . . . . . . . . . .  93,000
Current portion of a llowance fo r fu tu re  costs (Note 2) 65,156
Total current liabilities...................................................  $3,962,635
A llow ance fo r fu tu re  costs (Note 2 ) . . . . . . . . . . . . . . . . . . . . . .  $393,304

Note 2: Leased Plant Facilities— In May 1973 the 
Company secured a two-year sublease for a major por
tion of its leased plant in Miami, Florida, formerly oper
ated by the Company. The 1973 extraordinary gain of 
$213,000, less applicable income taxes of $113,000, rep
resents the recovery of a portion of certain costs and 
expenses over the sublease period, which had been fully 
provided for in 1972 as an extraordinary item in the 
amount of $922,000, less income tax benefit of $488,400, 
in connection with these Miami facilities.

At November 3, 1973 there remained a balance of 
$458,460 in the allowance for future costs related to net 
rental payments and additional anticipated costs to be 
incurred through the expiration of the Company’s lease 
in September 1977. Changes with regard to the allow
ance for future costs and deferred taxes are summa
rized as follows:

Allowance
fo r

Future Deferred
Costs Taxes

Balance, O ctober 30, 1971 . . . . . . . . . . . . . .
Year ended O ctober 28, 1972

$ 80,000 $ 37,800

P rov ided . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 922,000 488,400
In c u rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (168,107) (87,200)

Balance, October 28, 197 2 ..................
Year ended November 3, 1973

833,893 439,000

R ecovery. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (213,000) (113,000)
In c u rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Balance, November 3, 1973
(162,433) (93,100)

Current p o rtio n . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,156 34,300
N on-curren t p o r t io n . . . . . . . . . . . . . . . . . . . . . 393,304 198,600

$458,460 $232,900

$550,000
310,955
773,666

$1,634,621

D eferred  C red its

CHERRY-BURRELL CORPORATION (OCT)
DEFERRED INCOME AND LIABILITIES:
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deferred rental in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Pension provisions not currently  p a y a b le . . . . . . . . . . . . . .

Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies: Lease Incom e- The company follows both the 
finance and operating methods of accounting for equip
ment placed with customers on lease, depending on an 
evaluation of the underlying factors of each transaction. 
If ownership risks are retained by the company, the op
erating method, which amortizes income over the term 
of the lease, is used. If ownership risks are transferred 
to the customer, the transaction is recorded as a sale. 
Under the operating method, income attributable to fu
ture periods is shown as Deferred Rental Income.

The current portion of deferred taxes is included in 
prepayments and other current assets.
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GAF CORPORATION (DEC)
DEFERRED CREDITS
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $27,575,000
Deferred investm ent tax c r e d it . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,889,000
Deferred fore ign currency translation gains(Note 1) . 2,166,000
Total Deferred Credits.......................................  $34,630,000

Notes to Consolidated Financial Statements
Foreign Operations- In 1973, the Company had a 

$2,166,000 unrealized foreign currency exchange gain 
including $225,000 of unrealized gains at December 31, 
1973 on forward exchange contracts. Unrealized foreign 
c u r r e n c y  exchang e  losses f o r 1 972, am ounting to 
$447,000, were charged to income in 1972.

Reference is made to the Foreign Operations section 
of the Financial Review for amounts relating to net in
come and net assets of foreign subsidiaries.

S.S. KRESGE COMPANY (JAN)
Deferred Gain on Sales and Leasebacks. . . . . . . . . . . . . . .  $9,196,000
Deferred U.S. and Foreign Income T a x e s . . . . . . . . . . . . . .  35,129,000
Long-Term  Debt, less portion due w ith in  one year... 21,065,000 
M inority  Interest in Australian S u b s id ia ry . . . . . . . . . . . . . . . .  4,019,000

Notes to Consolidated Financial Statements

Note A (in part): Summary o f Significant Accounting 
Policies  

Sale and Leaseback- Gains or losses on sale and 
leaseback transactions are deferred and recognized in 
income over the initial terms of the leases.

LYKES-YOUNGSTOWN CORPORATION (DEC)
Voyages in P ro g re s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,825,000
Long-Term  D e b t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  517,050,000
Cum ulative Tax Effects of T im ing D iffe re n c e s ... . . . . . . .  52,079,000

Notes to Financial Statements
Note 1 (in part): Statement of Significant Accounting 

Policies
Revenue Recognition -  Revenue from sales of prod

ucts is recognized upon passage of title to the customer 
which generally coincides with physical delivery and ac
ceptance. Revenue from vessel operations is recognized 
upon unloading inbound cargoes (terminated voyage 
basis).

Voyages in progress in the accompanying consoli
dated balance sheet include revenues and expenses ap
plicable to unterminated voyages. Revenues are rec
orded with respect to cargo loaded at the last port from 
which a vessel sails prior to the end of an accounting 
period: expenses are recorded for services rendered 
and suppl ies  furnished, net of applicable subsidy, 
through the end of an accounting period.

M E L V IL L E  S H O E  C O R P O R A T IO N  (D E C )  
Deferred cred it on condem nation of property (Note 3) $6,620,000

recorded as a deferred credit, $6,620,000 in payments it 
received in 1972 toward the final award. Relocation and 
related expenses incurred by the Company have been 
deferred and will be applied to the proceeds of the final 
award which is currently pending. In the opinion of 
management, the Company will not sustain a loss on the 
disposition of these assets.

REYNOLDS METALS COMPANY (DEC)
DEFERRED CREDITS AND OTHER LIABILITIES
Deferred taxes on in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $132,543,000
Governm ent investm ent g ra n t-N o te  A . . . . . . . . . . . . . . . . . .  33,153,000
P e n s io n s -N o te  E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,174,000
Deferred com pensation and o th e r . . . . . . . . . . . . . . . . . . . . . . . .  16 846,000

$208,716,000
Note A (in part): Significant Accounting P o lic ies-In 

vestment Grants- Investment grants received from for
eign governments for the purpose of subsidizing plant 
construction are applied in reduction of the related 
property additions. The investment grant received from 
the City of Hamburg, West Germany for general operat
ing purposes is deferred until operations commence in 
1974 when it will be amortized by the straight-line meth
od over five years.

THE STANDARD OIL COMPANY (AN OHIO 
CORPORATION)

Deferred R e ve n u e -N o te  D

($ thousands) 

$76,710

Note 3: Property, Plant, and Equipm ent- Pursuant 
to an order of condemnation, a subsidiary of the Com
pany was compelled to surrender possession of certain 
land and building on April 20, 1971. The subsidiary has

Note D: Deferred Revenues- A subsidiary has en
tered into three deferred revenue transactions:
(1) An agreement which provides for the advance sale 
of $200 million of crude oil from Prudhoe Bay reserves 
and grants purchase rights to a substantial portion of 
Prudhoe Bay gas reserves. Advance payments, $60 mil
lion at December 31, 1973, plus accrued interest and 
certain other costs, are to be repaid only from sales of 
crude oil from Prudhoe Bay leases. Subsequent ad
vance payments are dependent upon the issuance of 
certain permits needed for construction of the trans- 
Alaska pipeline.
(2) Sales of interests in future coal production, with un- 
l i q u i d a t e d  b a l a n c e s  at D e c e m b e r  31, 1973, of 
$6 ,2 2 2 ,0 0 0 , to be settled only by coal produced.
(3) An agreement effective January 1, 1974, which pro
vides for the subsidiary to receive up to $300 million, to 
be repaid only from the sale of crude oil from Prudhoe 
Bay leases. The maximum available amount is to be re
duced by any balance outstanding under the $1 0 0 -mil- 
lion revolving credit agreement-Note C. Drawdowns 
are related to expenditures for the Prudhoe Bay leases 
and the trans-Alaska pipeline.

STANDARD PRESSED STEEL CO. (DEC)
Deferred investm ent g ra n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $373,550

Summary of Significant Accounting Policies
Investment Credit and G rants- United States invest

ment credit is recorded as a reduction of income taxes
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in the year earned.
United Kingdom investment grants are deferred and 

are being amortized over the lives of the assets to which 
they relate.

W E IG H T  W A T C H E R S  IN T E R N A T IO N A L ,  IN C . (S E P )  

DEFERRED CR EDITS:
Deferred subscrip tion revenues, n e t . . . . . . . . . . . . . . . . . . . . . .  $607,000
Deferred federal incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,000

$614,000
Notes to Consolidated Financial Statements
Note 1 (in part): Statement of Significant Accounting 

Policies
Deferred Subscription Revenues, N e t-  Subscription

revenues, less commissions, advertising and promotion 
expenses to obtain such revenues, are apportioned 
equally over the subscription periods.

RESERVES-USEOFTHETERM
“RESERVE”

Accounting Terminology Bulletin No. 1 recommends 
that the term reserve be used only to indicate, as an ap
propriation of retained earnings, that “ an undivided 
portion of the assets is being held or retained for gener
al or specific purposes...’ ’ Table 2 -4 5  shows that a sig
nificant number of companies continue to use the term 
reserve in the asset or liability sections of the balance 
sheet.

TITLE OF THE “STOCKHOLDERS’ 
EQUITY” SECTION

TABLE 2-45; USE O F TE R M  “ R E S E R V E ”
To describe deductions from as
sets for

Uncollectible accounts. . . . . . . . . . .
Accumulated depreciation. . . . . . .
Decline in value of investments. 
Adjustment in value of inven

tories . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total Presentations..................
To describe accruals for
Estimated losses or expenses re

lating to foreign operations. . .
Employee benefits or compensa

tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Insurance. . . . . . . . . . . . . . . . . . . . . . . . .
Estimated expenses relating to 

property abandonments or dis
continued operations. . . . . . . . . .

Income taxes and other current
liabilities. . . . . . . . . . . . . . . . . . . . . . . . .

Deferred income taxes. . . . . . . . . . .
O ther- identified. . . . . . . . . . . . . . . .
O ther- not identified.. . . . . . . . . .
Total Presentations..................
Included in stockholders’ equity
Number of Companies Pres

enting Reserves
In assets o n ly . . . . . . . . . . . . . . . . . . . . .
In assets and liabilities. . . . . . . . . .
In liabilities o n ly . . . . . . . . . . . . . . . . .
In neither assets nor liabilities...
Total........................................
N / C -  N o t C o m p ile d .

1973
53

1972
62

1971
64

1970
74

Table 2 -4 6  summarizes the titles used in the 1973 
published annual reports of the survey companies to 
describe the stockholders’ equity section of the balance 
sheet. There were no significant changes from the prior 
year. Most of the survey companies use either the title 
stockholders’ equity or shareholders’ equity.

20 26 26 26
10 12 12 12

6 8 9 10
14 20 9 13

103 128 120 135

35 24 28 31 TA B LE 2-46: S TO C K H O LD E R S ’ EQ U ITY  SE C TIO N
34 34 47 48 -  T ITLE  IN  TH E B A LA N C E SH EET
25 29 27 34 “Ownership" word,* with 1973 1972 1971 1970

Equity. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 529 522 523 514
Investment. . . . . . . . . . . . . . . . . . . . . . . . . 44 45 43 43

15 22 26 N/C Other te rm . . . . . . . . . . . . . . . . . . . . . . . . 8 8 8 9

9 4 10 10 Subtotal .................................... 581 575 574 566
7 14 18 24 “Ownership” word omitted:

26
40

28
45

16
57

17
73

Capital stock and retained earn
ings (or surplus, etc.). . . . . . . . . . 8 11 10 14

191 200 228 237 Capital. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 6 7 7
_ 1 3 4 Capital and retained earnings (or

surplus, e tc.). . . . . . . . . . . . . . . . . . . . 2 2 4 6
Other terms or title not set forth 5 6 5 7

47 78 59 63 Total Companies...................... 600 600 600 600
27 30 34 38 *Ownership Word

102 156 108 108 Stockholder. . . . . . . . . . . . . . . . . . . . . . . 317 327 330 323
424 336 399 391 Shareholder. . . . . . . . . . . . . . . . . . . . . . . 236 228 220 208
600 600 600 600 Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28 20 24 35

Total........................................ 581 575 574 566
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CAPITAL STRUCTURES

The various classes and combinations of capital 
stock, as disclosed in the balance sheets of the 600 sur
vey companies, are summarized in Table 2-47.  The 
need for disclosure in connection with complex capital 
structures is stated in Paragraph 19 of APB Opinion No. 
15.

19. The use of complex securities complicates 
earnings per share computations and makes addi
tional disclosures necessary. The Board has con
cluded that financial statements should include a 
description, in summary form, sufficient to explain 
the pertinent rights and privileges of the various 
securities outstanding. Examples of information 
which should be disclosed are dividend and li
quidation preferences, participation rights, call 
prices and dates, conversion or exercise prices or 
rates and pertinent dates, sinking fund require
ments, unusual voting rights, etc.

Examples follow of capital structures having various 
combinations of capital stock. Companies with only one 
issue of common stock and no issues of convertible 
preferred stock are shown as simple capital structures. 
Companies with two or more issues of common stock or 
convertible preferred stock are shown as complex capi
tal structures. Examples relating to convertible debt are 
shown in connection with Table 2 -39 .

Sim ple C ap ita l S tructures

THE AMALGAMATED SUGAR COMPANY (SEP)
CAPITAL STOCK:
Preferred stock, no par value:
Class A, authorized: 1,500,000 shares; none issued 
Class B, nonvoting; authorized: 500,000 shares; none 

issued
Common stock, no par value:
Authorized: 5,000,000 shares 
Issued: 2,071,647 shares
Outstanding: 1973, 2,052,747 shares; 1972, 2,071,647

shares..........................................................  $10,358,000
RETAINED EARNINGS........................................  54,118,000

64,476,000
Less treasury stock at cost: 18,900 shares...........  447,000

$64,029,000

TABLE 2-47: C A P ITA L STR U C TU R ES
Common stock with: 1973 1972 1971 1970
No preferred stock (*32,521,705) 173 164 164 165
One class of preferred stock

(*3 8 4 ,5 0 6 ,7 1 6 ). . . . . . . . .  323 327 309 314
Two classes of preferred stock

(*3 9 ,92, 3 1 4 ) . . . . . . . . . . . .  88 81 92 88
Three or more classes of pre

ferred stock (*230,340 ,738).... 16 28 35 33

Total Companies..........  600 600 600 600
Companies using term “ Capital

S tock”  (*103, 345, 5 3 8 ) . 14 23 22 24
Companies included above with 

two or more classes of common
stock (*336, 714, 744)..  13 19 21 20

*Refer to Company Appendix Section.

BAKER OIL TOOLS, INC. (SEP) 

SHAREHOLDERS’ EQUITY
Common stock, $1 par value (authorized 20 million 

shares; outstanding, 9,985,019 and 9,939,334 shares 
after deducting 87,365 and 133,050 treasury shares in
1973 and 1972, respectively).............................

Preferred stock (authorized 4 million shares of $25 par 
value and 1 million shares of no par value; none is
sued) ............................................................

Capital in excess of par value.............................
Retained earnings..............................................
Total shareholders’ equity............................................

FAIR LANES, INC. (JUN)
STOCKHOLDERS’ EQUITY
Common stock subscribed 30,001 shares..............
Common stock, par value $1 per share; authorized

3,000,000 shares; issued 2,703,066-1973 ............
Additional paid-in capital....................................
Retained earnings..............................................

Less common stock
Reacquired, at cost 301,923 shares-1973...........
Subscriptions receivable..................................

Total stockholders’ equity.............................................

($ Thousands)

$10,515

15,383
55,587

$81,485

$100,005

2,703,066
13,930

6,624,093
9,441,094

236,183
100,005
336,188

9,104,906

Notes to Financial Statements
Note 11 (in part): Common S to ck-  The Company has 

stock subscription agreements with the former owners 
of a subsidiary acquired in 1968. These agreements are 
for the sale of 30,001 shares of common stock in De
cember, 1973 at a subscription price of $3 .3 3 ⅓  per 
share.
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CITATION MANUFACTURING COMPANY, INC. (JUN)
1973 1972

STOCKHOLDERS’ EQUITY 
Common stock, par value $0.05 per share; 

authorized, 3,500,000 shares; issued and 
outstanding 2,765,974 shares at June 30,
1973, and 2,679,001 shares at June 3 0 , 1972
Note 11 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ....  $ 138,299 $ 135,732

Common stock subscribed and paid for, 
but not issued 141,942 shares at June 30,
1 9 7 3 -N o te  12 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  278,118 - - - - - - -

Capital in excess of par v a lu e -N o te  11... 967,405 825,592
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,343,133 1,636,664
Total stockholders’ equity.......................... $2,726,955 $2,597,988

FOOD FAIR STORES, INC. (JUL)

SHAREHOLDERS’ EQUITY;
Preferred stock (Note 8 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2,578,000
Common stock (Note 9 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,554,000
Capital in excess of p a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50,939,000
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  73,790,000

$134,861,000
Note 8: Preferred Stock— Preferred stock is $4.20 cu

mulative, $15 par (stated at liquidating value of $100 per 
share): 108,190 shares are authorized, of which 25,778 
are issued and outstanding. The Company is obligated 
to set aside $1 2 0 ,0 0 0  semi-annually as a sinking fund for 
the redemption of the preferred stock which may be 
called for this purpose at $ 1 0 0  per share plus accrued 
dividends.

Note 9: Common S tock-  Common stock is $1 par;
10,000,000 shares are authorized, of which 7,557,378 are 
issued, 3,300 are held in the Company’s treasury and 
7,554,078 are outstanding.

At July 28, 1973, options were outstanding to pur
chase 25,229 shares of common stock at $21.15 per 
share expiring April 16, 1974.

At July 28, 1973, warrants to purchase 400,000 shares 
of common stock were outstanding. These warrants are 
exercisable at $23.05 per share and expire December 17, 
1979.

Complex Capital Structures

AMERICAN ELECTRONIC LABORATORIES, INC. (FEB)
1973 1972

SHAREHOLDERS’ EQUITY:
Preferred stock, $1 par value; 200,000 

shares authorized; none issued 
Class A com m on stock (non-voting), $1 par 

value; 3,500,000 shares authorized; shares 
issued, 1973-1,475,090; 1971-1,472,441 $1,475,090 $1,472,441

Class B com m on stock, $1 par value;
500,000 shares authorized; shares issued,
1973-258,671; 1971-259,634 . . . . . . . . . . . .  258,671 259,634

Capital in excess of par v a lu e . . . . . . . . . . . . . . .  4,017,381 3,684,254
Retained earnings ( d e f ic it ) . . . . . . . . . . . . . . . . . . .  468,956) 1,244,970

5,282,186 6,661,299
Less 62,181 shares of Class A com m on 

stock in treasury, at c o s t . . . . . . . . . . . . . . . . . . .  322,816 322,816

Total shareholders’ equity.......................... $4,959,370 $6,338,483
Notes to Consolidated Financial Statements
Note 10: Common Stock and Stock Option Plans-  

At February 23, 1973, 580,234 shares of Class A common 
stock were reserved; 137,902 shares for the exercise of 
stock options, 206,982 shares for the conversion of the 
6 ¼ % convertible subordinated sinking fund debentures, 
and 235,350 shares for the exercise of warrants issued 
in connection with the 6 ½ % subordinated sinking fund 
debentures exercisable at $12.05 per share.

On March 24, 1972, the Company extended the expi
ration date of the warrants from April 3, 1972 to April 3, 
1975. The Company has the right to increase or lower 
the exercise price of the warrants by up to $3 per war
rant and to call the warrants at $5 each.

In April, 1972, the shareholders approved an amend
ment to the articles of incorporation allowing for the 
conversion of Class B common shares into Class A 
common shares on a one-for-one basis. If, at any one 
time, a majority of Class B common shareholders vote in 
favor of conversion or if less than 50,000 Class B com
mon shares remain outstanding, all Class B common 
shares would automatically be deemed converted into 
Class A common shares, which would then assume the 
voting rights.

Under the Company’s stock option plans for officers 
and other key employees, options may be granted at not 
less than 100% of the closing market price on the date 
of grant. At February 23, 1973, options for 70,387 shares 
were outstanding, which are exercisable at prices rang
ing from $1.86 to $16.13 per share. During the year, op
tions to purchase 1,086 shares were exercised at $2.99 
per share. Options to purchase 41,450 shares were 
granted and options for 19,585 shares were terminated.
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ATLANTIC RICHFIELD COMPANY (DEC)
1973 1972

SHAREHOLDERS' EQUITY (NOTE 6):
Cum ulative preferred stock 3.75% series B, 

par $100 (aggregate value in vo lun tary  li
qu idation $35,728,000); shares authorized
and issued 352,000 . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 35,200,000 S 35,200.000

$3 cum ulative convertib le preference 
stock, par $1 (aggregate value in liqu ida
tion  $115,428,720): shares authorized
1,729,379; shares issued 1,442,859 ......  1,443,000 1,637,000

$2.80 cum ulative convertib le preference 
stock, par $1 (aggregate value in liqu ida
tion  $842,162,650): shares authorized
15,235,382; shares issued 12,030,895 ...  12,031,000 11,953,000

Common stock, par $5; shares authorized
75,000,000; shares issued 46,640,303 ...  233,201,000 230,814,000

Capital in excess of par value of stock .... 728,257,000 719,270,000
Net incom e retained fo r use in the business 2,107,500,000 1,969,007,000
Less cost of com m on shares in treasury . —  27,000

$3,117,632,000 $2,967,854,000
Note 6: Shareholders’ E qu ity- The 3.75% series B 

preferred stock is redeemable at the option of the Board 
of Directors, and is entitled to $101.50 per share upon 
redemption or voluntary liquidation.

The $3 cumulative convertible preference stock is 
convertible into 1.70 shares of common stock. The 4⅜
convertible debentures due 1986 are convertible into 1 
share of $2.80 cumulative convertible preference stock 
and 0.6 share of common stock for each $80.00 of prin
cipal amount until December 1, 1976, and thereafter at 
increasing prices. The $2.80 cumulative convertible 
preference stock is convertible into 0.6 shares of com
mon stock.

The Company’s articles of incorporation contain a 
provision restricting dividend payment; however, at De
cember 31, 1973 net income retained for use in the busi
ness was substantially free from such restriction.

At December 31, 1973 shares of the Company’s au
thorized and unissued capital stock were reserved as 
follows:
$3 Preference Stock:
Conversion of 4⅜ % debentures due 1983 . . . . . . . . . . . .  8,745
$2.80 Preference Stock:
Conversion of 4⅜ % debentures due 1986 . . . . . . . . . . . .  187,205
Common Stock:
Conversions:
4⅜ % D ebentures. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . . . . . .  224,646
$3 Preference S to c k * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,467,727
$2.80 Preference S to c k * . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,218,537
Stock Option P la n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  555,940
W a rra n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  718,360
Incentive Com pensation P la n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  119

11,185,329

*Includes conversion and stock options.

The Warrants issued are exercisable at $127.50 per 
share and terminate December 31, 1976.

As of December 31, 1973 exercise of the warrants 
would not have had a dilutive effect on earnings per 
share.

Linder the Company’s incentive compensation plan 
awards of the Company’s common stock may be made 
to directors, officers and key employees.

GREEN GIANT COMPANY (MAR)
1973 1972

STOCKHOLDERS’ EQUITY (NOTE 5):
C onvertible preference stock (involuntary 

liqu idation value at March 31, 1,973
$16,224,857). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 317,448 104,000

Preferred s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,405,900 2,417,400
Common s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,391,855 21,960,524
A dditional paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . .  7,953,226 371,222
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56,307,709 52,527,630
COMMITMENTS

$90,376,138 77,380,776
Note 5: Stockholders’ E qu ity- Authorized capital 

stock of the Company at March 31, 1973 and 1972 cons
isted of 6,000,000 shares of common stock (without par 
or stated value), 50,000 shares of 5% cumulative pre
ferred stock of $100 par value per share (callable at $110 
per share) and 1,000,000 shares of preference stock of 
$1 par value per share. Rights and preferences on the 
preference stock, which are established by the Board of 
Directors, are summarized as follows:

Series A Series B Series C Series D
Annual cumulative dividend per

share. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4.75 4.75 3.84 1.76
Conversion ratio into common 

stock, which is also the involun
tary liquidating value stated as a 
multiple of the common shares’
liquidating value..... .. . . . . . . . . .  3.5 3.5 4.0 1.4

Voluntary liquidation and re
demption price per share.....  $103(a) 103(a) 112(b) 40(a)

Shares outstanding at March 31,
1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,000 32,000 40,000 213,448

(a) Redeemable by the Company at any time after Oc
tober 29, 1973 for Series A; February 19, 1974 for Series 
B; and April 1, 1975 for Series D.

(b) Holders of these shares may require the Company 
to redeem the shares at $112 per share, in five equal an
nual instalments, beginning in June, 1977 and ending in 
June, 1981. The Company may redeem these shares at 
$115 per share from June, 1974 to June, 1978, and $112 
per share thereafter.

Changes in preference stock during the two years 
ended March 31, 1973 were as follows:

Shares A m ount
O utstanding at March 31, 1971 and 1972. 104,000 $104,000
Series D issued in acquis ition of John R.

Thom pson Co. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  236,099 236,099
Series D converted in to  31,708 com m on 

s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (22,651) (22,651)
Outstanding at March 31, 1973 ................. 317,448 $317,448

At March 31, 1973, 682,827 common shares were re
served for issuance upon conversion of all outstanding 
shares of convertible preference stock.

Changes in cumulative preferred stock during the two 
years ended March 31, 1973 were as follows:



Shares Am ount
O utstanding at March 31, 1 9 7 1 .. . . . . . . . . . . . 24,299 $ 2,429,900
Shares purchased by the C o m p a n y . . . . . . . . (125) (12,500)
O utstanding at March 31, 1972 . . . . . . . . . . . . . 24,174 2,417,400
Shares purchased by the C o m p a n y . . . . . . . . (115) (11,500)
Outstanding at March 31, 1973 ............ 24,059 $2,405,900

C h a n g e s  in  c o m m o n  s t o c k  d u r in g  t h e t w o  y e a r s
e n d e d  M a r c h  31, 1973 w e r e  a s  f o l lo w s :

Shares Am ount
O utstanding at March 31, 1971 . . . . . . . . . . . . . 2,921,006 $21,578,632
Shares issued under Em ployees’ Stock 

Purchase P la n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,331 385,836
Shares reacquired by the C o m p a n y .. . . . . . (641) (6,545)
Shares issued to acquire a m inor pooled 

com pany (note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,200 2,601
Outstanding at March 31, 1972 . . . . . . . . . . . . 2,950,896 $21,960,524
Shares issued under Em ployees' S tock 

Purchase P la n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,813 604,653
Shares issued upon conversion of Prefer

ence S tock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,708 826,678
Outstanding at March 31, 1973 . . . . . . . . . . . . 3,019,417 $23,391,855

C h a n g e s  in  a d d i t i o n a l  p a id - in  c a p i t a l  f o r  t h e  t w o  y e a r s
e n d e d  M a r c h  31, 1973 a r e  a s  f o l l o w s :

1973 1972
Balance at beginn ing of y e a r . . . . . . . . . . . . . . . $371,222 $339,447
Excess o f fa ir value over par value of pref

erence stock issued in acquis ition of John 
R. Thom pson C o. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,381,514

Excess of fa ir value over par value of pref
erence s tock converted in to  com m on 
s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (804,110)

A djustm ent fo r capital o f a m inor pooled 
com pany (note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,275

D iscount on purchase of cum ulative pre
ferred s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,600 5,500

Balance at end of year....................... $7,953,226 371,222

GULF RESOURCES & CHEMICAL CORPORATION (DEC)
1973 1972

STOCKHOLDERS INVESTMENT:
Preferred Stock $1 par; authorized

4 ,000,00 0  shares -  aggregate involuntary 
liquidating preference of $20,166,216 and

cumulative dividends in arrears o f $527,000 
at December 31, 1973 (Note 5):
Series A .............................................................. $260,337 $278,849
Series B .............................................................. 763,602 763,612

Common Stock, $.10 par; authorized
10,000,000 shares; outstanding 4,110,783 
and 4,084,855 shares; at the respective
dates (Note 6 ) ..................   411,078 408,486

Common stock purchase warrants (Note 3) 1,200,000 ---------
Capital in excess of p a r ................................  21,603,726 21,587,807
Retained earnings (Note 3 ) ............................ 15,535,821 8,902,086

$39,774,564 $31,940,840

Note 3 (in part): Long-term Debt and Dividend Re
stric tions- On December 27, 1973, and January 3, 1974, 
Gulf sold to institutional investors $37,000,000 and 
$1 3 , 000 , 0 00 ,  r e s p e c t i v e l y ,  or  an aggr egat e  of 
$50,000,000 of senior installment notes. The notes bear 
interest at 9.25% per year, payable semi-annually: and 
are due in twelve equal annual installments beginning 
January 1, 1978. Gulf issued warrants with the sale of 
the notes to purchase 800,000 shares of its Common 
Stock at a price of $10.00 per share (subject to adjust
ment) at any time prior to December 31, 1983. The fair 
market value of the $50,000,000 senior notes has been 
e s t i m a t e d  by G u l f ’ s i nves t ment  bankers  to the 
$48,800,000. The remaining amount, $1,200,000, has 
been assigned to the warrants. This transaction resulted 
in debt discount of $1,200,000, and this amount, togeth
er with related debt expenses of $809,000, will be amort
ized over the term of the notes.

Note 5: Preferred Stock-Series A Preferred Stock-  
There were 260,337 and 278,849 shares outstanding at 
December 31, 1973 and 1972, with an involuntary liquid
ating preference of $2,603,370 at December 31, 1973. 
The holders are entitled to receive an annual cumulative 
cash dividend of $.20 per share, payable semi-annually. 
Each share is convertible into two shares of Common 
Stock upon payment to Gulf of $10 cash for each share 
tendered. In addition, until July 1, 1978, each share is 
convertible into 1.4 shares of Common Stock with no 
cash payment. The stock may be redeemed by Gulf at 
any time until July 1, 1977, at prices ranging from $53 to 
$50 per share, plus accrued and unpaid dividends to the 
date of redemption. In 1972, Gulf deferred the May 1, 
1972, semi-annual dividend payment of $.10 per share of 
$31,000. On March 15, 1974, Gulf paid the dividends in 
arrears on the Series A Preferred Stock as approved by 
the Board of Directors on February 19, 1974.

Series B Preferred S to ck -  There were 763,602 and 
763,612 shares outstanding at December 31, 1973 and 
1972, with an involuntary liquidating preference of 
$17,562,846 at December 31, 1973. The holders are ent
itled to receive an annual cumulative cash dividend of 
$1.30 per share, payable quarterly. Each share is con
vertible at any time into 1.25 shares of Common Stock. 
The stock may be redeemed by Gulf at any time.

Note 6: Common S to ck-  At December 31, 1973,
shares of Gulf’s Common Stock were reserved for is
suance as follows;
Conversion o f -
Debentures (the issuance of stock options and war

rants in 1973 adjusted shares reserved from 1,428,572
to 1 ,517 ,45 1 ).......................................................... 1,517,451

Series A Preferred S to c k ......................................  520,674
Series B Preferred S to c k .....................................  954,503
Exercise o f -
Common Stock op tio ns ........................................  432,010
W arrants ......................................................................  800,000
Issuance of future stock pursuant to stock option 

p la n s ........................................................................  157,600

4,382,238
Under qualified stock option plans for officers and 

key employees,  op t i ons  to p u r c h a s e  431,010 and
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163,510 shares of Common Stock at prices ranging from 
$6.875 to $10.25 per share were outstanding at Decem
ber 31, 1973 and 1972. Options granted during 1973 to
taled 283,000 (at option prices of $9.25 and $9.50), and 
forfeitures of options due to terminations totaled 14,500 
(at an option price of $9.125).

On February 19, 1974, the Board of Directors, subject 
to the approval of the stockholders, approved an in
crease of the authorized shares of Common Stock to 
20,000,000.

IN T E R N A T IO N A L  M IN E R A L S  &  C H E M IC A L  
C O R P O R A T IO N  (J U N )

1973 1972
SHAREHOLDERS’ EQUITY:
Preferred s to c k -
4% cum ulative, $100 par value, redeemable 

at $110 per share, 100,000 shares au thor
ized and issued, includ ing  treasury shares $10,000,000 $10,000,000 

Series preferred, $100 par value, 1,000,000 
shares authorized, 496,226 shares o u t
standing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  49,622,000 49,622,000

Common stock, $5 par value, 20,000,000 
shares authorized, 11,212,648 shares is
sued in 1973,11,160,063 in 1972, includ ing
treasury s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56,064,000 55,801,000

Capital in excess of par v a lu e . . . . . . . . . . . . . . .  3,947,000 3,167,000
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  131,229,000 111,307,000

250,862,000 229,897,000
Less treasury shares, at c o s t . . . . . . . . . . . . . . . .  1,190,000 221,000
Total shareholders’ equity. . . . . . . . . . . . . .   $249,672,000 $229,679,000

S h a re h o ld e rs ’ E q u ity — S e r ie s  p r e f e r r e d  s t o c k  o u t 
s t a n d in g  a t  J u n e  3 0 , 1 9 7 3  a n d  1 9 7 2  w a s :
Series A, 5%, convertib le, cum ulative, 259,243 shares

authorized and o u ts ta n d in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $25,924,000
Series B, 5%, convertible, cum ulative, 40,000 shares

authorized and o u ts ta n d in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,000,000
Series C, 1% to June 3 0 ,  1973, and 5% thereafter, con

vertible, cum ulative, 199,583 shares authorized and 
196,983 o u ts ta n d in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19,698,000

$49,622,000
T h e  s e r ie s  p r e f e r r e d  s t o c k  is  c u r r e n t l y  c o n v e r t ib le  a t  

$ 4 4 .2 5  p e r  s h a r e  f o r  S e r ie s  A , $ 3 7 .0 0  f o r  S e r ie s  B  a n d  
$ 2 5 .0 0  f o r  S e r ie s  C . It is  r e d e e m a b le  a t  $ 1 0 4 .5 0  p e r  
s h a r e  f o r  S e r ie s  A  a n d  $ 1 0 5  f o r  S e r ie s  B  a n d  S e r ie s  C , 
w i t h  th e  r e d e m p t io n  p r ic e  t o  b e  r e d u c e d  a n n u a l ly  b y  
$ .5 0  p e r  s h a r e  t o  $ 1 0 0  p a r  v a lu e .  T h e  S e r ie s  C  s t o c k  is  
n o t  r e d e e m a b le  u n t i l  J a n u a r y  1, 1 9 7 6  u n le s s  t h e  a v e r a g e  
m a r k e t  p r ic e  o f  th e  c o m m o n  s t o c k  is  a t  le a s t  $ 5 0  p e r  
s h a r e  f o r  te n  c o n s e c u t iv e  d a y s .

A  s u m m a r y  o f  c h a n g e s  in  is s u e d  c o m m o n  s t o c k  a n d  
c a p i t a l  in  e x c e s s  o f  p a r  v a lu e  d u r in g  1 9 7 3  a n d  1 9 7 2  f o l 
lo w s :

Capital in 
Common stock excess of 

Shares Am ount par value
Balance June 30, 1971 . . . . . . . . . . . . . . . . . . . .  11,101,957 $55,510,000 $3,451,000
Exercise of stock o p tio n s . . . . . . . . . . . . . . . .  500 3.000 4,000
A dditional shares fo r prio r year’s busi

ness acquisition . . . . . . . . . . . . . . . . . . . . . . . . . .  57,606 288,000 (288.000)

Balance June 30, 1972 . . . . . . . . . . . . . . . . . . .  11,160,063 55,801,000 3,167,000
Exercise of stop o p t io n s . . . . . . . . . . . . . . . . .  52.585 263,000 780,000

Balance June 30, 1973 . . . . . . . . . . . . . . . . . . .  11,212,648 $56,064,000 $3,947,000
The accompanying consolidated financial statements 

at June 30, 1972, have been reclassified to show sepa
rately 4% cumulative preferred shares and common 
shares held in the treasury at that date. The cost of 
these shares ($221,000) had previously been shown as a 
reduction in the 4% preferred stock ($167,000) and in 
common stock ($201,000) and an increase in capital in 
excess of par value ($147,000). Changes in treasury 
shares during 1973 and 1972 follow:

4% Preferred 
stock

Common
stock

Balance at June 30, 1971 and 1972 
(1,670 preferred shares; 40,123 com 
mon s h a re s ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $158,000 $63,000 $221,000

Acquisition of 65,975 com m on shares - - - - - -  1,279,000 1,279,000
158,000 1,342,000 1,500,000

Issuance of 15, 975 com m on shares on 
exercise of stock o p t io n s . . . . . . . . . . . . . .  . . . . . . .  310,000 310,000

Balance at June 30, 1973 (1,670 pre
ferred shares; 90,123 com m on shares) $158,000$1,032,000 $1,190,000 

In  c o n n e c t io n  w i t h  t h e  a c q u is i t io n  o f  a  b u s in e s s ,  
9 ,4 3 8  c o m m o n  s h a r e s  a r e  t o  b e  is s u e d  f o r  a c h ie v e m e n t  
o f  p r e s c r ib e d  e a r n in g s  a n d  u p  t o  9 9 ,1 6 6  a d d i t io n a l  
s h a r e s  m a y  b e  is s u e d  d e p e n d in g  u p o n  f u t u r e  m a r k e t  
p r ic e s  o f  t h e  s t o c k .

At June 30, 1973 and 1972, common shares were re
served as follows;

1973 1972
Conversion of d e b e n tu re s . . . . . . . . . . . . . . . . . . . . 77,843 839,327
Conversion of Series preferred s to c k ..... 1,481,900 1,467,729
Issuance under stock option p la n s . . . . . . . . . 376,503 445,063
Issuance to fo rm er shareholders o f an ac

quired b u s in e s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 108,604
2,744,850

108,604
2,860,723
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ROCKWELL INTERNATIONAL CORPORATION (SEP)
1973 1972

SHAREOWNERS’ EQUITY 
Capital stock:
Preferred stock, w ithou t par value:
Series A (entitled in liqu idation to

$150,439,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,723,000 $3,723,000
Series B (entitled in liqu idation to

$100,405,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,510,000 2,699,000
Common stock, $1 par v a lu e . . . . . . . . . . . . . . . .  27,245,000 28,685,000
A dditiona l c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  158,979,000 165,322,000
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  764,804,000 729,184,000

Total shareowners’ equity...........................  $957,261,000 $929,613,000
Notes to Financial Statements
Note 10: Capital S to ck -  The authorized capital stock 

of the Company consists of 12,000,000 shares of pre
ferred stock and 50,000,000 shares of common stock. 
The aggregate liquidation value of all shares of pre
ferred stock at any time outstanding cannot exceed 
$650,000,000.

Each share of Series A preferred stock is convertible 
(subject to adjustment under certain conditions) into 
2.4746 shares of common stock. Each share of Series B 
preferred stock is convertible (subject to adjustment 
under certain conditions) at any time into .9 of a share 
of common stock, or until June 30, 1979, upon payment 
to the Company of $10.125, into 1.125 shares of com
mon stock. The Series A and Series B preferred stocks 
are stated in the accompanying financial statements at 
the aggregate par value of the number of shares of 
common stock into which such preferred stocks are 
convertible without cash payment.

The Company may redeem Series A preferred stock 
at a redemption price of $104.25 a share, decreasing an
nually to $100 a share after June 30, 1982, and Series B 
preferred stock after June 30, 1976 at an initial redemp
tion price of $38 a share, decreasing annually to $36 a 
share after June 30, 1981.

No dividends may be paid on common stock unless 
the full amount of cumulative preferred dividends at the 
annual rate of $4.75 a share on Series A and $1.35 a 
share on Series B have been paid or declared.

Changes in shares of capital stock outstanding during 
1972 and 1973 are summarized as follows:

Preferred
Series A Series B Common

Shares outstanding, O ctober 1, 1971:
As previously re p o rte d . . . . . . . . . . . . . . . . . . . .  1.504.361 3.245.399 22.210,924
Restatement to give retroactive e ffect 

to  Rockwell M anufacturing Company
acquired in a poo ling  of interests .... 6,639,265

As re s ta te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,504.361 3,245,399 28,850.189
Shares issued in connection w ith:

Exercise of stock o p tio n s . . . . . . . . . . . . . .  56 3,611 178,870
Conversion of preferred s to c k ... . . . . . .  (24) (249,619) 224,714
Purchase of c o m p a n y . . . . . . . . . . . . . . . . . . .    53,913

Shares p u rc h a s e d . . . . . . . . . . . . . . . . . . . . . . . . . .  (622,229)
Shares outstanding, September 30,

1972 (net of 2,600 Series A, 24,616 Se
ries B, and 3,125,449 common shares
he ld in t re a s u ry ) . . . . . . . . . . . . . . . . . . . . . . . . . .  1,504,393 2,99,391 28,685,457

Shares issued in connection w ith:
Exercise of stock o p tio n s . . . . . . . . . . . . . .  4,566 87,959
Conversion of preferred s to c k . . . . . . . .  (214,918) 193,423

Shares p u rc h a s e d . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,721,495)
Shares outstanding, September 30,

1973 (net of 2,600 Series A, 20,050 Se
ries B, and 4,593,736 common shares
held in tre a s u ry ) . . . . . . . . . . . . . . . . . . . . . . . . . .  1,504,393 2,789,039 27,245,344
Shares of stock reserved for issuance at September 

30, 1973 and 1972 were as follows:

1973 1972
Com m on:
For conversion of Series A preferred stock 3,729,257 3,729,257
For conversion of Series B preferred stock 

(includ ing shares fo r  additional conversion 
privilege: 1973, 634,502; 1972, 684,728) 3,172,509 3,423,639

For conversion of convertib le debentures 1,086,957 1,086,957
For stock option plans:
O ptions o u ts ta n d in g . . . . . . . . . . . . . . . . . . . . . . . . . . . .  986,642 782,997
Available fo r g ranting fu tu re  o p tio n s ......  722,000 335,240
For incentive com pensation p la n . . . . . . . . . . .  125,000 125,000

Total................................................................  9,822,365 9,483,090
Series B p re fe r re d - fo r  stock options o u t

standing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,919 19,228



Preferred Stock 197

TA B LE 2-48: C O M M O N  STO C K
Valuation Bases 1973 1972 1971 1970
Par value stock shown at par 

v a lu e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 506 505 502 498
Par value stock shown at am ount 

in excess of per share par value 42 44 43 46
Par value stock shown at as

signed value per s h a re . . . . . . . . 2 2 5 5
No par value stock shown at as

signed value per s h a re . . . . . . . . 17 20 20 15
No par value stock shown at as

signed v a lu e -  per share value 
not d is c lo s e d . . . . . . . . . . . . . . . . . . . 50 48 51 56

Issues Outstanding.................. 617 619 621 620
Status
Authorized, is s u e d . . . . . . . . . . . . . . . 369 366 369 354
Authorized, o u ts ta n d in g . . . . . . . . . 104 108 124 132
Authorized, issued, o u ts ta n d in g . 143 141 126 133
No d isclosure of authorized 

s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 4 2 1
Issues Outstanding.................. 617 619 621 620

COMMON STOCK

The valuation bases of common stock are summa
rized in Table 2-48. As in prior years, the majority of the 
companies show common stock at par value.

Examples of common stock presentations are shown 
in connection with Table 2 -47 .

TA B LE 2-49: PR EFERRED STO C K
Valuation Bases 1973 1972
Par value stock shown at par v a lu e .. . . . . . 168 205
Par value stock shown at assigned value 

per s h a r e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 11
Par value stock shown at liqu idation or re

dem ption v a lu e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 5
No par value stock shown at assigned 

value per s h a re . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 50 55
No par value stock shown at assigned 

v a lu e -  per share value not disclosed ... 43 49
No par value stock shown at liqu idating 

v a lu e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 13
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 -
Issues Outstanding...................................... 297 338
Status
Authorized, is s u e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 131 148
Authorized, o u ts ta n d in g . . . . . . . . . . . . . . . . . . . . . . . 97 105
Authorized, issued, o u ts ta n d in g .. . . . . . . . . . . 67 85
No disclosure of authorized s h a re s . . . . . . . . 2 -
Issues Outstanding...................................... 297 338
Number of Companies
Showing preferred stock o u ts ta n d in g . . . . . 236 253
Not show ing preferred stock outstanding 364 347

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

PREFERRED STOCK

Table 2-49 summarized the valuation bases at which 
preferred stock is shown in the balance sheet and the 
terms used to describe the status of preferred stock. As 
with common stock, the majority of issues are valued at 
par.

APB Opinion No. 10 recommends that a liquidation 
preference (excess of involuntary liquidation value over 
par or stated value) be disclosed in the equity section of 
the balance sheet in the aggregate. Table 2-50 shows 
that, of 236 companies with preferred stock outstand
ing, 105 disclosed a liquidation preference.

Examples of preferred stock presentation are shown 
below and in connection with Table 2-47.

P referred  S tock E xtended  at Par V a lu e

FOOTE MINERAL COMPANY (DEC)
1973 1972

STOCKHOLDERS’ EQUITY:
Convertible preferred s to c k -$ 2 .2 0  cum u

lative if earned, $1 par value (liqu idating 
value $18,396,600). Authorized 652,351 
shares (1972-1,455,700 shares): issued 
459,915 shares (1972-1,263,264 shares) $459,915

Common stock, $1 par value. Authorized
10,000,000 shares; issued 2,140,867
s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,140,867

Additional paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . .  32,199,230
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,249,737

62,049,749
Less 164,220 shares com m on stock in 

treasury, at c o s t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,368,610
Total stockholders’ equity.......................... $58,681,139

$1,263,264

2,140,867
49,768,864
24,586,246
77,759,241

3,368,610
$74,390,631

TA BLE 2-50: PR EFERRED STO C K -  
L IQ U ID A T IO N  PR EFE R EN C E

Aggregate liqu idation preference
disclosed on balance s h e e t . . .

Aggregate liqu idation preference 
disclosed in note to financia l
s ta te m e n ts . . . . . . . . . . . . . . . . . . . . . .

Per share liqu idation preference 
only, d is c lo s e d . . . . . . . . . . . . . . . . .

Subtotal....................................
Liquidating value does not ex

ceed carrying v a lu e . . . . . . . . . . . .
L iqu idating value not d is c lo s e d .
Total companies with preferred 

stock outstanding..................

1973 1972 1971 1970

62 72 80 78

25 22 35 36

18 24 14 15
105 118 129 129

25 31 28 30
106 104 102 104

236 253 259 263
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Notes to Consolidated Financial Statements

Note 5: Convertible Preferred S to ck-  The preferred 
stock, par value $1, is cumulative as to dividends to a 
maximum of $2.20, if earned, annually and is convertible 
at the holders’ option into common stock on a share- 
for-share basis. The net earnings per share of preferred 
stock for the year ended December 31, 1973 were $2.22 
and there were no earnings for the preferred stock for 
the year ended December 31, 1972, calculated in ac
cordance with the preferred stock terms. The Company 
may redeem the preferred stock at $43.60 per share until 
September 30, 1974, thereafter, in a decreasing amount 
to $40 per share after September 30, 1982. In the event 
of liquidation, the holders of the convertible preferred 
stock will have a preferential right to receive $40 per 
share, an aggregate of $18,396,600 based on shares 
outstanding at December 31, 1973. The Company has 
been advised by counsel that under the laws of Pennsyl
vania, no dividend may be paid which would reduce its 
net assets below the aggregate preferential amount to 
which the holders of the convertible preferred stock 
would be entitled in liquidation. At December 31, 1973 
consolidated net assets exceeded this aggregate prefer
ential amount by $40,552,011. On December 31, 1973, 
528,161 shares of common stock were reserved to meet 
the conversion requirements of the convertible pre
ferred stock, including 68,246 shares in connection with 
the conversion of debentures.

An offer to purchase all of the outstanding shares of 
its convertible preferred stock for a cash price of $22 a 
share was made by the Company on July 30, 1973. The 
offer terminated on September 14, 1973, at which time 
803,349 shares of preferred stock had been purchased 
and subsequently cancelled (see note 4).

The Board of Directors on February 6, 1974 declared 
a final 1973 dividend of $.55 per share on the Compa
ny’s convertible preferred stock-$2.20 cumulative if 
earned, resulting in total 1973 dividends of $1,011,813 
on the 459,915 preferred shares outstanding (equivalent 
to $2.20 per share).

GUARDIAN INDUSTRIES INC. (DEC)

1973 1972
STOCKHOLDERS’ EQUITY 
Preferred stock, $8.125 cumulative, par 

value $100:
Authorized: 100,000 shares
Issued and outstanding: 100,000 s h a re s ... $10,000,000 $ - - - - - -
Common stock, par value $1:
Authorized: 7,500,000 shares
Issued and outstanding: 5,694,970 shares 5,695,000 5,695,000
Paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  576,000 654,600
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26,479,900 17,258,800

$42,750,900 $23,608,400
Notes to Consolidated Financial Statements
Note 9: Preferred S to ck-  The 100,000 shares of 

$8.125 cumulative preferred stock, sold on December 
28, 1973, provide for redemption at par of 6,250 shares

per year through the operation of a sinking fund com
mencing December 1, 1978. Redemption can be accel
erated by the Company on or after December 1, 1976. 
Redemption can be accelerated by action of holders of 
at least 49 percent of the preferred stock on or after De
cember 1, 1976 or on the occurrence of certain events 
of default including (i) acceleration of maturity of the 
Company’s 8 percent Senior Notes, (ii) reduction of the 
Company’s consolidated capital stock, paid-in capital 
and retained earnings below $20 million, or (iii) payment 
of dividends or acquisition of any common stock if the 
aggregate amount expended is in excess of 75 percent 
of the Company’s consolidated net income subsequent 
to December 1, 1973. As of December 31, 1973, restric
tions included in the Certificate of Incorporation in con
nection with the cumulative preferred stock precluded 
the payment of any common stock dividends or the re
demption of any common stock. In the event of default 
in the payment of two consecutive quarterly dividends 
on preferred stock, the dividend rate will be increased to 
$16.25. In the event of voluntary liquidation, the holders 
of preferred stock are entitled to receive $108.125 per 
share plus accrued dividends.

O’SULLIVAN CORPORATION (DEC)
1973 1972

STOCKHOLDERS’ EQUITY 
5% cum ulative preferred stock, 

par value $20.00 per share (Note 
3)

1973 1972
A u th o r iz e d . . . . . . . . . . . . . . . . . . . . . .  139,844 142,399
Issu e d . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,496 14,051
In tre a s u ry . . . . . . . . . . . . . . . . . . . . . . .  1,035 2,029
O u ts ta n d in g . . . . . . . . . . . . . . . . . . . .  10,461 12,022 $209,220 $240,440

Common stock, par value $1.00 
per share (Note 4)

1973 1972
A u th o riz e d . . . . . . . . . . . . . . . . . . . . . .  2,000,000 2,000,000
Is s u e d . . . . . . . . . . . . . . . . . . . . . . . . . . .  932,119 896,872
In tre a s u ry . . . . . . . . . . . . . . . . . . . . . .  2,855 2,855
O u ts ta n d in g . . . . . . . . . . . . . . . . . . . .  929,264 894,017 929,264 894,017

Additional paid-in capital (Note 5) 1,158,057 911,160
Retained earnings (Note 2) 5,310,805 4,683,822
Total Stockholders’ Equity 7,607,346 6,729,439

Note 3: Preferred Stock Dividends- Cumulative pre
ferred stock dividends were paid to October 1, 1973, and 
were declared for the quarter ending December 31, 
1973, payable January 1, 1974.

Preferred Stock Sinking Fund- The certificate of in
corporation provides that, each year, 5% of the annual 
net income shall be set aside as a fund and used, in the 
sole discretion of the Board of Directors, to purchase 
and/or redeem preferred stock. On December 31, 1973, 
the net accumulated requirements for this purpose to
taled $70,681. The Directors are not required to pur
chase or redeem any preferred stock until this fund 
equals or exceeds $10,000. In February 1974, 3,221 
shares of preferred stock, costing $66,428, were retired 
by the sinking fund.
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REED TOOL COMPANY (DEC)
1973 1972

STOCKHOLDERS’ EQUITY 
Preferred stock, par value $5 per share; au

thorized 2,000,000 shares, aggregate li
qu idation value $4,126,000 ($5,734,000 in
1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 516,000 $ 717,000

Common stock, par value $2.50 per share; 
authorized 6,000,000 shares, issued
2,982,522 (2,976,338 in 1972). . . . . . . . . . . . . .  7,456,000 7,441,000

A dditional paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . .  18,107,000 18,109,000
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,401,000 17,443,000

44,480,000 43,710,000
Less cost of 108,179 treasury shares of 

com m on stock (103,379 shares in 1972)
Total stockholders’ equity..........................

5,260,000 5,185,000
$39,220,000 $38,525,000

Note 4 (in part): Stockholders’ E qu ity- Preferred 
stock in the accompanying consolidated balance sheet 
at December 31, 1973 and 1972 consists of the fol
lowing:

1973 1972
$2.20 Cum ulative C onvertible First Series 

(37,500 shares authorized and outstanding
in 1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ - - - - - -  $188,000

$2.20 Cum ulative C onvertible Second Se
ries, 48,117 shares authorized and o u t
standing (50,259 shares in 1 9 7 2 ). . . . . . . . .  241,000 251,000

$2.00 Cum ulative C onvertible Third Series,
55,035 shares authorized and outstanding
(55,590 shares in 1 9 7 2 ). . . . . . . . . . . . . . . . . . . . .  275,000 278,000

$516,000 $717,000
The p refer red  s tock  is convertib le  into common 

shares under certain circumstances, which at December 
31, 1973, indicated conversion rates for the Second and 
Third Series of 2.45 and 1.69 common shares, respec
tively, for each preferred share. Conversion of the Com
pany’s preferred stock into common stock during the 
years ended December 31, 1973 and 1972 were as fol
lows: Second Series 2,142 shares for 5,247 common 
shares in 1973; Third Series 555 and 23 shares for 937 
and 37 common shares in 1973 and 1972, respectively. 
Each share of the outstanding preferred stock has vot
ing rights equivalent to one share of the Company’s 
common stock and is redeemable by the Company at 
$40 per share, the liquidation value thereof. The Compa
ny’s Articles of Incorporation provide with regard to the 
preferred stock that it, among other things, may be is
sued in series with the relative rights and preferences of 
each series being determined by the Company’s Board 
of Directors. During 1973, in settlement of litigation, the 
Company redeemed the First Series preferred stock for 
$1,500,000, the liquidation value thereof.

Preferred Stock Extended at Stated Value

CROWN ZELLERBACH (DEC)

SHARE OWNERS’ EQUITY:
1973 1972

Cum ulative preferred s to c k -  
No par value, $100 liqu idation and stated 

value.
Authorized 402,386 in 1973 and 443,226 in 

1972, issuable in series. Initial series $4.20 
stock, issued and outstand ing  155,489 
shares in 1973 and 196,329 shares in

1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $15,549,000 $19,633,000
Common sto c k -
$5 par value. Authorized 40,000,000 shares 

in 1973 and 30,000,000 in 1972, issued and 
outstanding 23,913,778 shares in 1973 and
23,912,428 in 197 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . .  119,569,000 119,562,000

O ther c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  65,403,000 63,880,000
Income retained in the b u s in e s s . . . . . . . . . . . . .  455,967,000 384,914,000
Total share owner’s equ ity .........................  $656,488,000 $587,989,000

Notes to Financial Statements
Cumulative Preferred S to ck-  The articles of Incorpo

ration require an annual retirement fund deposit of 
$530,000 or, in lieu thereof, the application of purchased 
shares against such requirements at the rate of $102.50 
a share. Total purchases of preferred stock have pro
vided for this requirement through July 31, 1984.

DRESSER INDUSTRIES, INC. (OCT)
1973 1972

($ thousands)
SHAREHOLDERS’ INVESTMENT-NOTE E 
C onvertible preferred shares, w ithou t par 

value, stated at $1.00 a share:
$2.20 Series A (L iqu idating preference

$152,395,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,366 $3,427
$2.00 Series B (L iqu idating preference

$68,871,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,673 1,716
Common shares, $0.25 par v a lu e . . . . . . . . . . .  2,547 2,510
Capital in excess of par or stated v a lu e ... 96,581 94,916
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  295,396 275,897
Total Shareholders’ Investment...............  $399,563 $378,466

Note E: Convertible Preferred Shares- The $2.20 Se
ries A preferred shares are cumulative as to dividends 
and are currently convertible on the basis of 1.01 com
mon shares for each preferred share. Such preferred 
shares are subject to redemption at the Company’s op
tion at $49.00 a share through October 26, 1975, and at 
decreasing prices thereafter, to a minimum of $47.50 a 
share.

The $2.00 Series B preferred shares are cumulative 
as to dividends and are convertible on the basis of .909 
common share for each preferred share. These pre
ferred shares are subject to redemption at the Compa
ny’s option at $44.55 a share through April 30, 1976, and 
at decreasing prices thereafter, to a minimum of $43.18
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a share. The Series B preferred shares rank as to divi
dend and liquidation rights, and in all other respects, on 
a parity with the Series A preferred shares.

In the event of involuntary liquidation, the Series A 
preferred shares are entitled to receive $45.00 a share 
plus accumulated dividends, and the Series B preferred 
shares are entitled to receive $40.91 a share plus accu
mulated dividends. As of October 31, 1973, the aggre
gate of such preferences in excess of stated values 
amounted to $216,227,000. In the opinion of counsel, 
the existence of this excess imposes no restiction upon 
retained earnings.

ENGELHARD MINERALS & CHEMICALS CORPORATION 
(DEC)

1973 1972
($ thousands)

STOCKHOLDERS’ EQUITY (NOTE 7):
Preferred stock, w ith o u t par value -  au

thorized 2,500,000 shares; issued, $4.25 
cum ulativeconvertib lepreferred,assigned 
value $6.18 per share, 1973 -  594,799 
shares; 1 9 7 2 - 605,420 shares (liqu idation
value, 1973 -  $35,688,000). . . . . . . . . . . . . . . .

Com m on stock, par value $1 per share -  
authorized 50,000,000 shares; issued,

1973 -  26,914,940 shares; 1 9 7 2 -
26,841,324 s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Additional paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . .
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Less com m on stock held in treasury, at 
cost, 1973 -  292,234 shares; 1972 -  
52,230 s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total stockholders’ equity..........................
Note (7): Preferred s to c k -  The $4.25 cumulative con

vertible preferred stock has an assigned value of $6.18 
per share, equivalent to the par value of the 6.18 shares 
of common stock into which each share of preferred 
stock is convertible. The preferred stock is redeemable 
at the Company’s option on or after September 2 7 , 1974 
at $104.25 per share the first year, reduced by 85 cents 
per share in each of the fo llowing five years. In the event 
of liquidation, dissolution or winding up, holders of the 
preferred stock will be entitled to receive $60 per share, 
plus accrued dividends, out of available distributable 
assets before any distribution is made to common 
stockholders.

In 1973, 10,742 shares of the preferred stock were 
converted into 66,352 common shares (1972-23,855 
and 147,395 shares, respectively).

$3,676 $3,742

26,915 26,841
47,737 47,664

240,130 201,642

318,458 279,889

4,584 553
$313,874 $279,336

GAF CORPORATION (DEC)

1973 1972
SHAREHOLDERS’ EQUITY 
Preferred stock, $1 par value; authorized

6,000,000 shares of $1.20 convertib le se
ries; ou ts ta n d in g -1 9 7 3 ,  3,105,009 shares;
1972, 3,104,108 shares; at assigned value 
of $1.25 per share (liqu idation value 1973,
$85,388,000) (Note 7 ) . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,881,000 $ 3,880,000

Common stock, $1 par value; a u th o r
ized 25,000,000 shares; issued-1 9 7 3 ,
13,763,427shares; 1972,13,762,328 shares
(Note 7 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,763,000 13,762,000

Additional paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . .  52,053,000 51,769,000
Retained earnings (Note 3 ) . . . . . . . . . . . . . . . . . . .  271,619,000 252,147,000

Total.................................................  341,316,000 321,558,000
Less com m on stock held in treasury, at 

c o s t - 1973, 90,149 shares; 1972, 36,209 
s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,334,000 295,000

Total Shareholders’ Equity................... $339,982,000 $321,263,000
Note 7: Capital S to ck-  The $1.20 convertible pre

ferred stock, dividends on which are cumulative, is con
vertible, at any time, into common stock at the rate of 
1¼ shares of common stock for each share of preferred. 
The Company may redeem the preferred stock at speci
fied prices ranging from $29.50 per share through May 
31, 1974 to $27.50 per share after May 31, 1977.

The shares of common stock reserved for issuance 
at December 31, 1973 and 1972 were as follows:

1973 1972
Reserved fo r;
Conversion of $1.20 convertib le preferred 

stock, inc lud ing  2,685 and 3,911 shares, re
spectively, fo r deferred stock awards .... 3,883,946 3,884,046

Conversion of convertib le subordinated
n o te s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,096,257 1,946,858

Exercise of stock option and purchase 
p la n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  871,750 968,750

Total.................................................  5,851,953 6,799,654
Transactions in common stock held in the treasury 

were as follows:
1973 1972

Balance, January 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 295,000 $ 54,000
Purchase o f 173,000 shares in 1973 and

43,500 shares in 1972 . . . . . . . . . . . . . . . . . . . . . . .  2,434,000 668,000
Issuance of 119,060 shares in 1973 (prim ar

ily in connection w ith sales under the res
tric ted  stock purchase plan) and 17,291 
shares in 1972 (in connection w ith  an ac
quis ition ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,395,000) (427,000)

Balance, December 31 . . . . . . . . . . . . . . . . . . . . . . . . .  $1,334,000 $295,000
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Liquidation P re fe ren c e  D isc losed  in B a lan ce  
S h eet

EMERSON ELECTRIC CO. (SEP)
1973 1972

SUN OIL COMPANY (DEC)
1973 1972

($Thousands)
STOCKHOLDERS' EQUITY 
Preferred Stock, $2.25 cum ulative converti

ble, par value $1 per share 
Authorized -16 ,281,663 s hares 
Issued, 1 9 7 3 - 16,263,607 shares (aggre

gate involuntary liqu idation value
$845,708,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 16,264 - - - - - -

Issued, 1972-16,281,327 sh a re s ... . . . . . . . . .  . . . . . . .  $ 16,281
Common Stock, par value $1 per share 
A u th o r iz e d -100,000,000 shares
Issued, 1973-36,900,931 sh a re s .. . . . . . . . . . .  36,901 - - - - - -
Issued, 1972-35,242,757 sh a re s . . . . . . . . . . . . .    35,243
Capital in Excess of Par V a lu e . . . . . . . . . . . . . .  1,390,102 1,326,533
Earnings Em ployed in the B u s in e s s .. . . . . .  489,908 420,012

1,933,175 1,798,069
Less Common Stock Held in Treasury, at 

cost
1973-66 ,59 4  s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,544 - - - - - -
1972-831,215 s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . .    37,937,
Total Stockholders’  Equity.......................... $1,929,631 $1,760,132

Notes to Financial Statements
Stockholders’ Equity— Each share of $2.25 cumula

tive convertible preferred stock is entitled to one-quar
ter vote and each share of common stock is entitled to 
one full vote.

Each share of preferred stock is convertible into .895 
of a share of common stock, subject to adjustment for 
stock dividends and certain other transactions, and is 
redeemable at Sun’s option on or after February 1, 1977, 
at $59 per share, on or after June 1, 1977, at $58 per 
share and on or after June 1 , 1978, at $57 per share. The 
holders of the preferred stock have a preferential right 
in involuntary liquidation to receive $52 per share, or 
$55 per share if the liquidation is voluntary. The aggre
gate involuntary liquidation value exceeds the aggre
gate par value by $829,444,000.

At December 31, 1973, 14,557,703 shares of unissued 
common stock are reserved for potential conversion of 
preferred stock.

STOCKHOLDERS' EQUITY 
Preferred stock of $2.50 par value per 

share
A uthorized 5,400,000 shares; issued 

1,394,448 shares (1 9 7 2 - 3,309,830 
shares); aggregate liqu ida ting  value of
$32,247,000 ($23.125 per s h a re ). . . . . . . . . .  $ 3,486

Common stock of $1 par value per share.
Authorized 80,000,000 shares; issued 

50,129,563 shares (1972-47,283,312
sh a re s ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50,130

Additional paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . .  17,618
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  380,558

451,792
Less com m on stock in treasury, 193,902 

shares (1972-198,730 shares), at c o s t .. 5,113
Total stockholders’ equity.......................... $446,679

Notes to Consolidated Financial Statements
Note 4: Preferred S to ck -  The Company’s preferred 

stock is issuable in series and has full voting rights. The 
$0.90 Cumulative Convertible Preferred Stock, Series B, 
is convertible at the rate of one and four tenths shares 
of common (adjusted to give effect to the common 
stock split referred to in Note 5) for each share of pre
ferred and is callable after December 31, 1973 at $24.375 
per share. On November 6, 1973, the Board of Directors 
of the Company resolved to call for redemption on Jan
uary 2, 1974 all of the then outstanding shares of Series 
B preferred stock. During the year 1,915,382 shares 
(1972-123,761 shares) of Series B preferred stock were 
converted into 2,681,517 shares (1972-173,262 shares) 
of common stock.

$ 8,275

47,283
12,637

337,134
405,329

5,241
$400,088

H. J. HEINZ COMPANY (APR)

1973 1972
SHAREHOLDERS’ EQUITY;
Cum ulative preferred stock issuable in se

ries:
3.65% series (Note 7 ) . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,030,000 $ 3,235,000
Second cum ulative preferred stock, having 

an involuntary liqu idation va lueof$100per 
share o r $1,382,900 based on shares o u t
standing ($1,657,300 in 1972), issuable in 
series (Note 7);
$3.50 firs t s e rie s .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  48,285 51,615
$3.50 second s e rie s . . . . . . . . . . . . . . . . . . . . . . . . . .  207,552 254,986

Common stock (Notes 7 and 8 ) .. . . . . . . . . .  62,818,054 62,716,412
Additional c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56,911,135 56,438,168
Retained earnings (Note 5 ) . . . . . . . . . . . . . . . . . . .  277,418,161 271,844,817

400,433,187 394,540,998
Less Treasury shares at cost (Note 7 ) ...  826,498 21,867

$399,606,689 $394,519,131
Note (7) (in part): Capital S to ck -  The number of 

shares authorized, outstanding, issued, retired, or con
verted, and the par values of the Company’s capital
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Stock are presented in the table  below. Prefe rred stocks

May 3, 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,350 2,790 13,783 20,000,000 —
May 2, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,300 2,610 11,219 20,000,000 —
O utstanding, issued, retired, or converted;
Year ended May 3, 1972:
O utstanding at b e g in n in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,893 6,969 17,965 14,994,741 5,248
Reacquired and r e t ire d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (543) — — — —
Converted to  com m on s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . (4,179) (4,182) — —
Issued;
For second cum ulative preferred stock;
$3.50 First s e rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,570
$3.50 Second s e r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . — — 16,728 —
On exercise of stock o p t io n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . — — 21,900 —

Outstanding at en d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,350 2,790 13,783 15,051,939 5,248
Year ended May 2, 1973;
O utstanding at b e g in n in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,350 2,790 13,783 15,051,939 5,248
Reacquired and re t ire d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,050) — — — —
Converted to com m on s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (180) (2,564) — —
Treasury stock a c q u ire d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . — — — 21,800
Issued;
For second cum ulative preferred stock;
$3.50 First s e r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 798
$3.50 Second s e r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . — — 10,256 —

On exercise of stock o p t io n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 13,340 (3,250)

Outstanding at end .....................................................................................................  30,300 2,610 11,219 15,076,333 23,798

ADDITIONAL CAPITAL
Table 2 -51  indicates a continuing trend away from 

the use of the term surplus to describe additional capi
tal. This trend is in accord with a recommendation ex
pressed by the committee on terminology of the Ameri
can Institute of Certified Public Accountants that use of 
the term surplus, either alone or combined, be discon
tinued in the balance sheet presentation of stockhold
ers’ equity. Captions used to describe additional capital 
are shown in Table 2 -51 .

Examples of the terminology for additional capital fol
low.

Using Word “Capital”

MIDWEST RUBBER RECLAIMING COMPANY (OCT)
STOCKHOLDERS’ EQUITY;
Common stock, $2.50 par value, authorized 750,000

s h a re s -issu e d  439,233 s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,098,083
C ontributed capital (no change during two y e a rs ) .... 2,138,798
Retained earnings (Note 4 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,312,477
Common stock held in treasury, at c o s t-2 ,1 0 0  shares (17,063)
Stockholders’ Equity..............................................................  $9,532,295

PETTIBONE CORPORATION (MAR)
STOCKHOLDERS’ EQUITY 
C ontributed capital
$5.75 cum ulative preferred stock (note 7 ) . . . . . . . . . . . . .  $ 3,000,000
Common s to c k -a u th o riz e d , 3,000,000 shares of $10

par value; issued, 1,422,640 shares (note 8 ) . . . . . . . .  14,226,400
A dditional contribu ted  c a p ita l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,653,429

21,879,829
Retained earnings (note 3)
A ppropriated for co n tin g e n c ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  250,000
U n a p p ro p ria te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,587,234

23,837,234
Less com m on stock reacquired and held in treasury-  

at cost (167,767 s h a re s -1973 and 149,760 s h a re s - 
1972) (note 9 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,870,183

$43,846,880

Authorized as of:

Second cumulative preferredCumulative 
preferred 

3.65% 
series 

$100 per

$3.50 
First 

series 
$18.50 per

$3.50 
Second 
series 

$18.50 par

Common
stock

$4.16⅔ per
Treasury

slock
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TA BLE 2 -5 1 : A D D IT IO N A L  C A P ITA L
Caption Title 1973 1972 1971 1970

Additional paid-in capita l.......  154 144 132 130
Capital in excess of par or stated

value. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  149 153 142 133
Additional capital or other capi

tal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  43 42 45 40
Paid-in capital, or other paid-in

capital. . . . . . . . . . . . . . . . . . . . . . . . . . .  30 31 25 25
Other captions using the term

"capital” . . . . . . . . . . . . . . . . . . . . . . . .  24 17 25 25
Captions avoiding use of term

“ capita l". . . . . . . . . . . . . . . . . . . . . . . . .  5 6 6 8
Subtotal....................................  405 393 375 361
Capital surplus. . . . . . . . . . . . . . . . . . .  99 111 122 129
Paid-in surplus. . . . . . . . . . . . . . . . . . .  22 22 29 28
Other captions using term “ sur

plus . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  -  -  -  1
Subtotal....................................  121 133 151 158
Total......................................... 526 526 526 519
Number of Companies
Presenting additional capital ac

count. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  526 526 521 515
Not presenting any additional

capital account. . . . . . . . . . . . . . . . .  74 74 79 85
Total........................................  600 600 600 600

C O L O N IA L  S T O R E S  IN C O R P O R A T E D  (D E C )  

STOCKHOLDERS’ EQUITY
4% cum ulative preferred stock of $50 par value per

share. Authorized and issued 21,134 s h a re s . . . . . . . .
Common stock of $2.50 par value per share. A u thor

ized 8,000,000 shares; issued 4,375,224 shares (1972,
4,370,299 s h a re s ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Capital in excess of par value of capita l s to c k .. . . . . .
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Less com m on stock held in treasury, 549,520 shares 
(1972, 43,347 shares), at c o s t . . . . . . . . . . . . . . . . . . . . . . . . . . .

$1,056,700

10,938,060
1,339,119

78,374,759
91,708,638

10,550,074
$81,158,564

A M E R IC A N  A IR  F IL T E R  C O M P A N Y ,  IN C . (O C T )

SHAREHOLDERS’ EQUITY:
Preferred stock of $25 par value per share.
Authorized 1,000,000 shares; none issued.
Common stock of $1 par value per share.
Authorized 10,000,000 shares; issued 4,086,884 shares

(4,071,281 in 1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 4,086,884
O ther capital in excess of par value o f s h a re s .. . . . . .  8,266,655
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36,417,161
Total shareholders’ equity............................................  $48,770,700

B R O C K W A Y  G L A S S  C O M P A N Y ,  IN C .
SHAREHOLDERS’ EQUITY
Prefe rred stock, par value $50, non-voting, 5% cum u

lative; authorized 70,000 shares, issued and outstand
ing 26,619 s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,330,950

Common stock, par value $2.50; authorized
20,000,000 shares, issued 4,893,681 s h a re s . . . . . . . . . . .  12,234,202

Paid-in c a p ita l. . . . . . . . . . . . . ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,475,154
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  83,901,198

129,941,504
Less com m on stock in treasury, at cost, 130,000 

s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,647,887
Total shareholders’ equity..........................................  $127,293,617

T H E  Q U A K E R  O A T S  C O M P A N Y  (J U N )

SHAREHOLDERS’ EQUITY;
Preferred, $50 par value, $3 cum ulative convertible, 

authorized 153,897 shares; issued 148,165 and
158,899 shares, re sp e c tive ly . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Common, $5 par value, authorized 35,000,000 shares; 
issued 20,892,858 and 20,131,533 shares, respectively

Additional paid-in  c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Retained E a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Less treasury com m on stock, at c o s t . . . . . . . . . . . . . . . . . . .

Shareholders’ equity......................................................

($ thousands)

$ 7,408

104,464
22,359

184,610
318,841

6,046
$312,795

Not Using W ord “ C a p ita l”

C A R R IE R  C O R P O R A T IO N  (O C T )
STOCKHOLDERS’ EQUITY
Senior Preferred Stock, par value $50 per share; 4½ %

S e rie s -a u th o rize d  162,651 shares; outstanding 
137,866 shares in 1973 and 144,729 shares in 1972 $ 6,893,000

Cum ulative Preferred Stock, w ith o u t par value; au
thorized 5,000,000 shares:

$2.25 Series, stated at $50 per share; authorized 9,000
shares; outstanding 8,000 s h a re s . . . . . . . . . . . . . . . . . . . . . . .  400,000

$3.00 Series, stated at $50 per share; authorized 
115,031 shares; outstanding 109,810 shares in 1973
and 112,810 shares in 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,491,000

Common Stock, par value $2.50 per share; authorized
50,000,000 shares; outstanding 24,439,712 shares in 
1973 and 24,430,562 shares in 1972 . . . . . . . . . . . . . . . . . . .  61,099,000

73,883,000
A m o u n ts  contribu ted  in excess of par v a lu e .. . . . . . . . .  24,821,000
Earnings re ta in e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  243,799,000
Total stockholders’ equity.............................................  $342,503,000
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RETAINED EARNINGS

Accounting Terminology Bulletin No. 1, recommends:

The term earned surplus be replaced by terms 
which will indicate source, such as retained in
come, retained earnings, accumulated earnings, 
or earnings retained for use in the business. In the 
case of a deficit, the amount should be shown as a 
deduction from contributed capital with appropri
ate description.

Table 2-52 indicates a continuing decline in the use 
of the term earned surplus and an increase in the use of 
the term retained earnings.

The practices of dating retained earnings, discussed 
in ARB No. 46, and designating a portion of retained 
earnings as appropriated for specific purposes, dis
cussed in Chapter 6 of ARB No. 43, are not widely used 
by the survey companies. Two companied showed dated 
retained earnings and 4 companies showed appropri
ated retained earnings. Examples of these practices are 
included in the following examples of captions for re
tained earnings.

R eta in ed  E arn ings

TA BLE 2-52: 
TiTLE

R E TA iN E D  E A R N IN G S  -  C A P TIO N

1973 1972 1971 1970
“ Retained Earnings " . . . . . . . . . . . 435 429 420 408
“ Retained earnings” with addi

tional words. . . . . . . . . . . . . . . . . . . . . 23 33 46 55
“ Earnings”  with additional words 77 68 57 57
"Income” with additional words 31 33 32 32
"Earned Surplus” . . . . . . . . . . . . . . . . 16 21 27 32
Other tit le . . . . . . . . . . . . . . . . . . . . . . . . . 1 1 1 1

Subtotal.................................... 583 585 583 585
Companies with deficits. . . . . . . . . 17 15 17 15

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

CORNING GLASS WORKS (DEC)

COMMON STOCKHOLDERS’ EQUITY 
Common s to c k -p a r  value $5 per share 
A u thorized-25,000,000 shares inc lud ing  excess over

par v a lu e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Retained earnings employed in the b u s in e s s ...... . . .
Total common stockholders’ equity............................

($ thousands)

$94,276
416,196

$510,472

ASG INDUSTRIES INC.

SHAREHOLDERS’ EQUITY (N otes 4,5,7, and 9):
Capital Stock:
5% Cum ulative Preferred, par v a lu e -$ 2 5  per share; 

none authorized in 1973, 160,395 shares authorized in 
1972, w ith 142,907 shares issued and outstanding $

Com m on, par v a lu e -$ 1  per share; authorized
10,000,000 shares; issued and outstanding 3,006,052
in 1973 and 2.575,331 in 1972 . . . . . . . . . . . . . . . . . . . . . . . . . .  3,006,052

Paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,807,195
Retained earnings, from  January 1, 1971 . . . . . . . . . . . . . . .  6,636,381

$25,449,628

FORD MOTOR COMPANY (DEC)

STOCKHOLDERS’ EQUITY 
Capital stock, par value $2.50 a share, 1973- 

99,190,217 shares and 1 9 7 2 - 101,485,442 shares
Capital account in excess o f par value of s to c k ....
Earnings retained fo r use in the b u s in e s s ... . . . . . . . . .
Total stockholders’ equity............................................

($ m illions)

$248.0
380.5

5,776.6
$6,405.1

ACME MARKETS, INC. (MAR)
SHAREHOLDERS’ EQUITY:
Preferred stock of $1 par value. Authorized 1,000,000

shares; issued n o n e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Common stock of $1 par value. Authorized 10,000,000 

shares; issued 3,507,234 shares (1972-3,506,834
s h a re s ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Capital in excess of par value of com m on s to c k .. . .
Earnings retained fo r use in the business, less am ount 

capita lized th rough stock dividends

Less 19,876 shares com m on treasury stock, at cost 
Total shareholders’ e q u ity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

HOLLY SUGAR CORPORATION (MAR)
STOCKHOLDERS’ EQUITY:

$ ___  Common stock (authorized, 5,000,000 shares of $5 par
value each; 9,513 shares reserved fo r conversion of
debentures; 1,675,409 shares is s u e d ). . . . . . . . . . . . . . . . . . .  $8,377,045

3,507,000 Additional paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,490,471
133 903 000 Retained earnings (available fo r paym ent of cash d iv i

dends, 1973 $3,311,876; 1972, $3 ,089,27 5). . . . . . . . . . . .  35,610,245
50,750,000 T o ta l..................................................................................... 49,477,761

188,160,000 Less cost o f 120,559 shares of com m on stock held in
  872,000 tre a s u ry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,097,336

$187,288,000 Total stockholders’ equity............................................... $45,380,425
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TWENTIETH CENTURY-FOX FILM CORPORATION 
(DEC)

1973 1972
($ thousands)

STOCKHOLDERS’ EQUITY 
Preferred stock, w ith o u t par value; au thor

ized and unissued 2,000,000 sh a re s . . . . .  $ - - - - - -
Com m on stock $ i par value; authorized 

15,000,000 shares, issued 8,561,815
s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8.562

Capital in excess of par v a lu e . . . . . . . . . . . . . . .  82,240
Retained earnings (d e f ic it ) . . . . . . . . . . . . . . . . . . .  5,362

96,164
Less cost o f 40,600 shares in tre a s u ry ..  321

8,562
82,240
(4,105)
86,697

GENERAL AMERICAN TRANSPORTATION 
CORPORATION (DEC)

SHAREHOLDERS’ EQUITY
Preferred Stock, par value $1.00 per share, $2.50 Cu

m ulative Convertib le (liqu idating va lu e  o f  outstanding
shares at $60 per share -  $38,202,000). . . . . . . . . . . . .

Common Stock, par value $.625 per s h a re .. . . . . . . . . . .
A dditional c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Reinvested e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Less cost of shares in tre a s u ry . . . . . . . . . . . . . . . . . . . . . . . . . . . .

($ thousands)

$ 637
7,387 

110,007 
254,419
372,450

$372,450

$95,843 $86,697

Earn ings

ABBOTT LABORATORIES (DEC)
SHAREHOLDERS’ INVESTMENT 
Preferred Shares, $1 par value (Note 5)
A u th o r iz e d -1,000,000 shares, issuable in series 
O u ts tand ing -1 9 7 3 : 142,500 shares; 1972: 144,210 

shares of $2 cum ulative convertible. Series A (1973 
aggregate invo luntary liqu idation preference
$12,540,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 143,000

Com m on Shares, w ithou t par value (Note 6)
A u th o rize d -20,000,000 shares
O utstanding at stated capita l a m o u n t- 1973:

13,623,275 shares; 1972: 13,570,747 s h a re s . . . . . . . . .  55,205,000
Earnings employed in the b u s in e s s . . . . . . . . . . . . . . . . . . . . . .  270,459,000
Total shareholders’ investment....................................  $325,807,000

OUTBOARD MARINE CORPORATION (SEP)
1973 1972

STOCKHOLDERS’ INVESTMENT:
Preferred s to c k -A u th o riz e d  3,000,000 

shares of $10.00 par value, none issued 
(Note 5)

Common s to c k -A u th o riz e d  13,500,000 
shares of $.30 par value, issued 8,265,012 
shares in 1973 and 8,171,762 shares in
1972 (Note 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2,480,000 $ 2,452,000

Capital in excess of par value of com m on
stock (Note 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35,094,000 33,518,000

Accum ulated earnings employed in the 
business (Note 2 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  171,575,000 143,688,000

$209,149,000 $179,658,000

AMERICAN CAN COMPANY (DEC)

SHAREHOLDERS’ EQUITY 
Capital stock:
Preferred, 7 per cent, cum ulative and noncallable par 

value $25 per share; authorized 1,760,000 shares, is
sued and outstand ing  1,661,502 s h a re s . . . . . . . . . . . . . .

Preference, w ith o u t par value; authorized 5,000,000
shares, issued, n o n e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Common, par value $12.50 per share; authorized
30,000,000 shares, issued: 1973, 17,834,815; 1972,
17,834,812 shares (Note 6 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Capital in excess of par v a lu e . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Earnings reinvested in the b u s in e s s . . . . . . . . . . . . . . . . . . . . .

Less, Common treasury stock 85,363 shares, at cost

($ thousands)

$41,538

222,935
20,711

423,413
708,597

3,842
$704,755

J.P. STEVENS & CO., INC. (OCT)

($ thousands)
SHAREOWNERS’ EQ U ITY-N O TES E, F 

AND G:
Shares

Capital s to c k -p a r  value $15 a share:
A u th o r iz e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,000,000
Is su e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,256,609 $93,849
Capital in excess of par v a lu e . . . . . . . . . . . . . . .  73,379
Accum ulated e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . .  224,043

391,271
Less: Cost of capital stock held in treasury,

438,877 shares in 1973 and 189,677 shares
in 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,164

Total shareowners’ equity.......................... $377,107
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R A L S T O N  P U R IN A  C O M P A N Y  (S E P )  

SHAREHOLDERS EQUITY:
Preferred stock, 6,000,000 shares authorized, $1 par 

v a lu e - Series A $1,20 C onvertib le - Outstanding 
559,921 shares in 1972

Common stock, 40,000,000 shares authorized, $1.25 
par value-

Issued 35,432,275 shares in 1973 and 34,424,638 in
1 9 7 2  ................................................................................

Capital in excess of par v a lu e ...........................................
Earnings invested in the business....................................
Common stock in treasury, at c o s t-  67,337 shares in

1973 and 73,672 in 1 9 7 2 ...................................................

Total shareholders equity.............................................

($ thousands)

W M . W R IG L E Y  J R . C O M P A N Y  (D E C )

STOCKHOLDERS’ EQUITY:
Capital stock, no par v a lu e -  
A u th o r iz e d -8,000,000 shares
Issued-4 ,000 ,00 0  sh ares ......................................................
Accumulated earnings retained for use in the busi

ness ...........................................................................................
Accumulated earnings appropriated for guarantees 

under employment assurance co n tra c ts ....................

Less capital stock in treasury, at cost (63,032 shares) 

Total stockholders’ equity.............................................

$ 44,290 
70,656 

424,018

(1,533)

$537,431

$19,200,000

116,576,000

2,000,000
137,776,000

1,502,000

136,274,000

A R M C O  S T E E L  C O R P O R A T IO N  (D E C )  

SHAREHQLDERS’ EQUITY
Preferred stock-authorized  5,000,000 shares of no 

par value, issuable in series. Series issued: $2.10 cu
mulative convertible (involuntary liquidation prefer
ence aggregates approximately $ 5 6 ,0 0 0 )..................

Common stock-authorized  60,000,000 shares of $5
par value e a c h ......................................................................

Additional paid-in c a p ita l.....................................................
Income retained in the business.......................................

Total Shareholders’ Equity..............................

T H E  H O O V E R  C O M P A N Y  (D E C )

STOCKHOLDERS’ EQUITY 
Common S to c k -p a r  value $2.50 a share: 
Authorized 15,000,000 shares 
Issued 13,583,930 shares at December 31, 

1973 and 13,557,035 shares at December 
31,1972 (including shares held in treasury)

Other c a p ita l........................................................
Income employed in the bu s in ess..............

Less cost of Common stock held in treas
ury (403,613 shares at December 3 1 ,  1973 
and 278,613 shares at December 3 1 ,  1972)

Total Stockholders’ Equity..........................

($ thousands)

$ 15,821

146,320
115,529
867,584

$1,145,254

1973 1972

$33,959,825
12,000,745

163,765,587

209,726,157

9,825,413
$199,900,744

$33,892,588
11,563,820

141,805,970

187,262,378

6,400,413 

$180,861,965

Incom e D efic it

A K Z O N A  IN C O R P O R A T E D

SHAREHOLDERS’ EQUITY:
Preferred s to c k-w ith o u t par value; authorized 

1,000,000 shares: issued-none  
Common stock $1.25 par value; authorized 20,000,000

shares; issued: 12,603,707 sh ares ................................
Additional c a p ita l.....................................................................
Accumulated income reinvested in the business.......

Treasury stock, at average cost: 19 73 -174 ,927  
shares; 19 72 -209 ,922  sh a re s ........................................

Total shareholders’ equity............................................

($ thousands)

15,755
63,244

230,072

309,071

5,413

$303,658

C O N S O L ID A T E D  P A C K A G IN G  C O R P O R A T IO N  (D E C )

1973 1972
Common s to c k .................................................... $6,883,000 $6,995,000
Capital in excess of par v a lu e ........................ 7,626,000 7,283,000
Accumulated d e fic it ..........................................  (5,083,000) (7,871,000)

Total shareholders’ equity.......................... $9,426,000 $6,407,000

GENERAL RESOURCES CORPORATION (OCT)
1973 1972

STOCKHOLDERS’ EQUITY (NOTE K): 
Capital stock;
Preferred s to c k .................................................... $ 562,500 $ 400,000
Common s to c k .................................................... 1,499,019 796,508
Additional paid-in cap ita l................................ 3,485,457 971,666
Deficit:
Total deficit to October 31, 1973 and 1972 (1,988,087) (2,207,579)
Less deficit at April 3 0 ,  1972 charged to ad

ditional paid-in capital, such action being 
permissible under Delaware la w .............. 1,925,317 1,925,317

Deficit since April 30, 1972 ............................ (62,770) (282,262)

$5,484,206 $1,895,912
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Note K: Elimination of Accumulated Deficit As Of April 
30, 1972- On June 26, 1972, the Board of Directors of 
the Company approved a restatement of the capital ac
counts as of April 30, 1972, whereby the deficit of 
$1,925,317 at that date has been eliminated by a charge 
to additional paid-in capital. The Company’s stockhold
ers approved this action on October 23, 1973. This pro
cedure permits the Company to reflect losses and un
distributed earnings subsequent to April 30, 1972 as re
tained earnings (deficit), instead of as an increase in or 
reduction of the deficit charged off to additional paid-in 
capital. One result of this procedure is to permit the dis
tribution, as ordinary dividends, of retained earnings 
accruing subsequent to April 30, 1972, without regard to 
the deficit charged off to additional paid-in capital. 
Furthermore, if earnings subsequent to April 30, 1972 
are less than the deficit written off, distributions thereof 
may, in effect, represent distributions of capital or addi
tional paid-in capital.

R estric tions im posed by Indeb ted n ess

ASG INDUSTRIES, INC. (DEC)

Notes to Financial Statements
Note 4 (in part): Long-term D e b t-  Under the Inden

ture of Mortgage and Deed of Trust relating to all the 6% 
First Mortgage Bonds, the Company has pledged sub
stantially all of its properties as collateral for the bonds. 
The agreements relating to the bonds and the 9¼% 
Promissory Note contain provisions as to minimum 
working capital requirements. The agreements relating 
to the bonds, the 9¼ % Promissory Note, the 9% Subor
dinated Promissory Note, and the Debentures contain 
limitations and restrictions as to payment of dividends 
on the Company’s Common Stock. At December 31, 
1973, under dividend restrictions, a deficit of approxi
mately $7,034,000 existed in earnings available for pay
ment of dividends.

RESTRICTIONS ON RETAINED 
EARNINGS

Table 2-53 shows that a large portion of the survey 
companies disclosed restrictions, usually imposed by 
debt agreements, limiting cash dividend payments, ad
ditional borrowings, capital expenditures, treasury stock 
purchases, and other corporate activities. Such restric
tions were based usually on a specified amount of re
tained earnings or a specified amount or percent of 
working capital. Examples of restriction disclosures are 
shown below and in connection with Table 2-39.

TA B LE 2-53: R E S TR IC T IO N S  ON R E TA IN E D
E A R N IN G S

Source of Restrictions 1973 1972 1971 1970
Bond or note indentures, credit 

agreements. . . . . . . . . . . . . . . . . . . . . 416 407 404 413
Preferred stock or certificate of 

incorporation. . . . . . . . . . . . . . . . . . . 15 18 19 12

Total......................................... 431 425 423 425
Nature of Restrictions
Limitation on retained earnings 

o n ly . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 164 168 180 194
Limitation on retained earnings 

and working capital. . . . . . . . . . . . 81 88 98 105
Limitation on retained earnings, 

working capital and other restric
tions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125 112 99 77

Limitation on retained earnings 
and other restrictions. . . . . . . . . . 39 36 28 29

Other restrictions. . . . . . . . . . . . . . . . . 22 21 18 20
Total........................................ 431 425 423 425
Number of Companies
Referring to restrictions. . . . . . . . . 431 425 423 425
Not referring to restrictions. . . . . 169 175 177 175
Total........................................ 600 600 600 600

APECO CORPORATION (NOV)

Notes To Consolidated Financial Statements

Note 4 (in part): Financing Arrangements -  The Com
pany entered into a Revolving Credit and Term Loan 
Agreement dated December 15, 1972, with a group of 
b a n k s  w h e r e b y  the Company  may bor ro w  up to 
$15,000,000 on 90-day revolving credit notes at the 
prime rate of interest to December 31, 1973 and at the 
prime rate plus ¼ of 1 per cent to December 31, 1974. 
The notes become due on December 31, 1974, at which 
time, if no events of default exist, the Company may 
convert all or any part of the notes to term notes, paya
ble in ten semi-annual installments to December 31, 
1979. Under the agreement interest on the term notes 
was to be ½ of 1 per cent above the prime rate. The 
Company and the banks agreed on February 19, 1974, 
that the interest rates be increased to prime rate plus ¾ 
of 1 per cent for the remainder of the revolving credit 
period (to December 31, 1974) and to 1 per cent over 
prime for the term notes. It is presently the intention of 
management to convert the revolving credit notes into 
term notes on December 31, 1974.

The o r ig in a l  ag reement ,  provided, among other 
things, that APECO must not permit (a) current assets, 
as defined to include the amount of unused credit under 
this agreement, less current liabilities (net working capi
tal) to be less than $20,000,000; (b) the ratio of current 
assets to current liabilities (current ratio) to be less than
2.0 to 1.0; and (c) total liabilities, as defined to exclude 
deferred income, to be more than net worth (liability 
ratio), as defined to exclude 50% of the excess of cost 
over book value of companies acquired. In addition, the 
agreement provided that APECO not repurchase its 
stock or declare or pay cash dividends thereon in ex
cess of 50% of cumulative net income after November 
30, 1970.

During 1973, certain waivers and amendments to the 
Revolving Credit and Term Loan Agreement were ob
tained to (a) permit unsecured bank borrowings in con
nection with the loan of $5,000,000 to Van Dyk Research
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Corporation and (b) permit the Company to exceed the 
liability ratio for various periods to November 30, 1973.

In December, 1973, the Company obtained a waiver 
of noncompliance from the banks regarding the liability 
ratio for the months of September, October and Novem
ber, 1973, provided that such ratio does not exceed 1.2 
to 1.0 at November 30, 1973. On February 19, 1974, the 
Company obtained a letter from all the banks summariz
ing changes (amendments) to be made to the agree
ment. This letter provides that compliance as of Novem
ber 30, 1973, with the current ratio and the liability ratio 
be waived. It also provides for a waiver on restrictions of 
cash dividends paid in 1973 and on deficiencies related 
to the negative net worth of two newly organized foreign 
subsidiaries. However, the letter provides (a) that the 
current ratio not be less than 1.7 to 1.0 during the per
iod December 1, 1973 to May 30, 1974, 1.8 to 1.0 during 
the period May 31, 1974 to November 29, 1974, 1.9 to 1.0 
for the period November 30, 1974 to February 28, 1975 
and then 2.0 to 1.0 for the remaining period of the 
agreement: (b) that the liability ratio not be more than
1.5 to 1.0 during the period December 1, 1973 to May
30, 1974, 1.4 to 1.0 during the period May 31, 1974 to 
August 30, 1974, 1.3 to 1.0 during the period August 31, 
1974 to February 28, 1975 and 1.0 to 1.0 for the remain
ing period of the agreement; (c) that cash dividends be 
permitted only out of cumulative earnings subsequent 
to November 30, 1973, in excess of $10,000,000; (d) that 
short-term borrowings be limited to $12,000,000 (ex
cluding $4,000,000 of short-term transaction loans due 
in monthly payments of $1,000,000 beginning on March
31, 1974); (e) that aggregate lease obligations be limited 
to $10,000,000 during the term of the agreement and to 
no more than $17,000,000 in total; (f) that fixed asset ex
penditures be limited to depreciation on an annual 
basis; and, (g) that the two newly organized foreign sub
sidiaries may have a negative net worth during the per
iod December 1, 1973 to May 30, 1974.

Net working capital was $28,064,000 at November 30, 
1973, and $38,168,000 at November 30, 1972. The cur
rent ratio was 1.79 to 1.00 at November 30, 1973, and 
3.86 to 1.00 at November 30 , 1972. The liability ratio was 
1.46 to 1.00 at November 30, 1973, and 0.73 to 1.00 at 
November 30, 1972. No retained earnings were available 
for the payment of cash dividends or the acquisition of 
the Company’s common stock at November 30, 1973, 
under the loan agreement terms.

The Company also has informal compensating cash 
balance arrangements under this agreement at rates of 
15% or 20% of the credit available under this agreement. 
Included in cash is a compensating balance of $500,000 
(which is being maintained and which is in addition to 
th e  s h o r t - t e r m  c o m p e n s a t in g  cash balances of 
$690,000) required by one bank under this agreement; 
however, compensating cash balances of $1,875,000 for 
the remaining two banks were not fully maintained at 
November 30, 1973.

THE BARDEN CORPORATION (OCT)

Notes to Financial Statements
Note E (in part): The 5% Note is payable in semi-an

nual installments of $175,000 and matures in 1980. The

Note agreement provides, among other things, certain 
restrictions on the borrowing of money, on the declara
tion or payment of dividends (other than stock divi
dends) and on the distribution or payment toward the 
redemption, retirement or purchase of any shares of the 
Company’s capital stock and further provides that the 
Company is to maintain a specified amount of working 
capital. As at October 31, 1973, the aggregate amount 
which may be paid as dividends on the Company’s capi
tal stock and for redemption, retirement or purchase of 
such stock was limited by formula to approximately 
$2,700,000.

BOBBIE BROOKS, INCORPORATED (APR)

Notes to Consolidated Financial Statements
Note 4 (in part): Long-Term D e b t-  Under the most 

restrictive terms of the Company’s various debt agree
ments it is required to maintain both minimum consoli
dated working capital and defined tangible net worth of 
$42,000,000 through April 30, 1974, each increasing per
iodically thereafter to a maximum of $54,000,000 on May 
1, 1979. As so defined, the Company’s tangible net 
worth was $45,852,000 at April 30, 1973. Cash dividends 
are limited to 50% of the cumulative excess of consoli
dated earnings plus depreciation accruing subsequent 
to April 30, 1972, less the aggregate of capital expendi
tures and repayments of funded debt a fte r such date. At 
April 30, 1973 retained earnings are totally restricted as 
to the payment of cash dividends. Additionally, the 
agreements restrict capital expenditures, rentals, crea
tion of bank indebtedness, and other items.

ESB INCORPORATED (MAR)

Notes to Consolidated Financial Statements
Long-Term D eb t-  A summary of long-term debt is 

as follows:

1973 1972
Notes payable to  banks under revolving

cred it a g re e m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $20,000,000 $20,000,000
Term lo a n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,000,000 30,000,000
Capitalized lease obliga tion  .. . . . . . . . . . . . . . . . .  4,290,000 4,500,000
M ortgage notes p a y a b le . . . . . . . . . . . . . . . . . . . . . . .  114,000 126,000

54,404,000 54,626,000
Less cu rren t m a tu r it ie s . . . . . . . . . . . . . . . . . . . . . . . .  233,000 222,000

$54,171,000 $54,404,000
The revolving credit agreement with three banks pro

vides for loans up to $40,000,000. Under the agreement 
$20,000,000 or more must be borrowed at all times. The 
loan agreement terminates June 30, 1974 with provision 
for five one year extensions at ESB’s option. Borrowings 
thereunder bear interest at the prime rate. Amounts bor
rowed may be repaid and reborrowed without penalty.

The term loan is payable to a bank on June 30, 1979 
and bears interest at one percent above the prime rate 
limited to a maximum average of eight percent. The 
company may prepay the note in part or in full before it 
matures.
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Under the revolving credit agreement the company 
must maintain consolidated working capital of at least 
$60,000,000, and a current ratio of at least 1.5 to 1. 
Under the revolving credit and term loan agreements, 
the company must maintain a ratio of consolidated tan
gible assets to long-term debt of at least 2.5 to 1. Under 
terms of these agreements, the company is restricted 
from declaring dividends and reacquiring stock in an 
aggregate amount exceeding its net income earned 
after March 31, 1972 plus $20,000,000. At March 31, 
1973, approximately $26,000,000 of retained earnings 
was free of these restrictions.

HYGRADE FOOD PRODUCTS CORPORATION (OCT)

Notes to Consolidated Financial Statements
Note 3: Term Loan Payable- The term loan at No

vember 3, 1973 is due in annual installments of $600,000 
through December 1, 1980 with interest at 5½%. The 
agreement stipulates, among other restrictions, that 
until the loan is paid the Company shall not pay cash 
dividends on its common stock or acquire any of its 
common stock which on a cumulative basis from Octo
ber 30, 1966 will exceed the sum of (1) 75% of net earn
ings (as defined) subsequent to October 30 , 1966, (2) the 
fair value of net current assets acquired for capital stock 
issued by the Company, (3) cash proceeds (with limited 
exceptions) from the sale of capital stock, and (4) con
tributions to the capital of the Company: and such 
agreement also provides that no such dividend pay
ments or acquisitions may be made unless certain 
amounts of net current assets and net tangible assets 
are maintained. As of November 3, 1973 approximately 
$7,200,000 of consolidated retained earnings were free 
from such restrictions, except that annual cash divi
dends on common stock are not to exceed $1.50 per 
share.

In connection with the foregoing loan, the Company 
issued a warrant for purchase of 31,228 shares (as ad
justed on issuance of additional shares) of its common 
stock exercisable at any time during the term thereof of 
$14.51 a share (as adjusted). The warrant is subject to 
further adjustments on issuance of additional shares or 
stock options, or on reclassification of shares.

KEYSTONE CONSOLIDATED INDUSTRIES, INC. (JUN)

Notes to Consolidated Financial Statements
Note C (in part): Long-Term D e b t-  The agreements 

related to the debentures and revolving credit notes 
contain various covenants common to such agreements 
including, among other things, the maintenance of 
specified working capital, limitation on acquisition or 
lease of plant and equipment, and limitation on payment 
of dividends. Under the most restrictive of such coven
ants, dividends may not exceed 30% of net earnings 
after May 1, 1971, up to a maximum of $1,130,000 during 
any fiscal year. At June 30, 1973, sufficient retained 
earnings were available to permit the maximum divi
dend under such covenant.

LESLIE FAY INC. (APR)

Notes to Consolidated Financial Statements
Note 4 (in part): Long-Term D e b t-  Mortgage notes 

are due in varying installments through 1986 and are 
collateralized by property assets with a depreciated cost 
of approximately $5,000,000 at April 30, 1973.

Under the most restrictive terms of the several debt 
agreements, the Company is required to maintain a min
imum consolidated working capital and current asset 
ratio, as defined. Additionally, dividends, funded debt, 
capital expenditures, rentals, and other items are res
tricted. At April 30, 1973, consolidated working capital 
exceeded requirements by $11,130,000 and approxi
mately $2,285,000 of retained earnings were available 
for cash dividends and certain other restricted expendi
tures.

THE MACKE COMPANY (SEP)

Notes to Consolidated Financial Statements
Note 4 (in part): Long-Term Obligations- The Loan 

Agreement, as amended, is with five participating banks 
and provides for loans up to $20,000,000 of which 
$15,000,000 is a term loan commitment. The remaining 
$5,000,000 is a revolving credit commitment which can 
be converted into a term loan commitment on October 
31, 1975, which along with the initial term loan becomes 
payable in sixteen equal quarterly installments com
mencing January 31, 1976.

The interest rate on the term loan of $15,000,000 is 
½ of 1% in excess of the banks’ prime rate. The interest 
rate on the $5,000,000 revolving credit loan is the banks’ 
prime rate through October 31, 1973; ¼ of 1% in excess 
of the banks’ prime rate from November 1, 1973 to Octo
ber 31, 1974; and ½ of 1% in excess of the banks’ prime 
rate from November 1, 1974 to October 31, 1979. The 
Company is required under the Loan Agreement to 
maintain, among other things, consolidated current as
sets, as defined, of at least 140% of consoidated current 
liabilities, as defined, at all times and consolidated net 
current assets, as defined, of $5,000,000 during the first 
two fiscal quarters each year; $6,000,000 during the 
thrid fiscal quarter each year; and $7,000,000 during the 
fourth fiscal quarter each year. In addition, total consoli
dated liabilities, as defined, shall not exceed 165% of 
consolidated tangible net worth, as defined. The Loan 
Agreement also limits cash dividends and certain invest
ments to 50% of consoidated net income subsequent to 
September 30, 1972, plus $3,000,000. As of September 
30, 1973, retained earnings of $11,509,000 is restricted 
as to payment of dividends.

THE MAY DEPARTMENT STORES COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 2:Long-Term D e b t-  Depreciated cost of proper

t ies p ledged unde r  l o n g - te rm  debt  am oun ted  to 
$92,568,000 and $94,095,000 at February 2, 1974, and 
February 3, 1973, respectively.

The annual maturities, including sinking fund require-
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ments against which cancelled debentures and mort
gage bonds aggregating $11,822,000 may be applied, 
a re  as f o l l o w s  f o r  y e a rs  t h r o u g h  1 978; 1 9 7 5 -  
$14,030,000; 1976-$64,102,000; 1977-$14,323,000;
and 1978-$19,812,000.

Under the terms of the long-term debt: (1) stockhold
ers’ investment must be at least $250,000,000; (2) accu
mulated earnings retained in the business of approxi
mately $239,176,000 at February 2, 1974, are subject to 
dividend restrictions; (3) additional long-term borrowing 
by the Company and certain of its subsidiaries is limited 
to approximately $14,581,000 at February 2, 1974; (4) 
working capital must be at least $120,000,000 for the 
Company and certain of its subsidiaries; and (5) long
term leases are limited to the extent that rentals may not 
exceed 2% of net retail sales.

RAYGO, INC. (OCT)

Notes to Consolidated Financial Statements

Note 3: Long-Term Debt— At October 31, 1973 and 
1972 long-term debt was:

1973 1972
Unsecured Notes, 8¾ %, due in sem i-annu

al installm ents o f $175,000 com m encing
July 1, 1974 to  1988 . . . . . . . . . . . . . . . . . . . . . . . . .  $5,000,000 $ - - - - - -

Industria l Developm ent Revenue Bonds,
6.00% to 6.75%, due in annual installm ents 
of $30,000 to  $90,000 com m encing July 1,
1974 to  1993 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,000,000 - - - - - - -

First M ortgage Notes, 7¼ % and 8% due in 
m onthly installm ents, inc lud ing interest, of 
$5,286 to  1981 and $3,145 thereafter to
1986 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  459,281 486,056

O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,389 28,684
Total................................................................  $6,468,670 $514,740
L e s s -C u rre n t m a tu ritie s . . . . . . . . . . . . . . . . . . . . . .  240,150 39,913

$6,228,520 $474,827
Under the terms of its loan agreements, the company 

has agreed, among other things to the following:
(a) Not to pay dividends or redeem its stock in 

amounts in excess of 50% of consolidated net income 
earned subsequent to October 31, 1972. Accordingly, 
retained earnings of $5,369,697 are restricted at October 
31, 1973 as to the payment of dividends or the redemp
tion of stock.

(b) Not to incur additional long-term debt in excess 
of $461,000, unless certain financial ratios have been 
maintained, nor to incur current debt related to capital 
assets in excess of $50,000.

(c) Not to enter into long-term leases unless certain 
financial ratios have been maintained.

(d) To maintain working capital of $9,000,000 or 125% 
of long-term debt, whichever is greater, and to maintain 
a ratio of current assets to current liabilities of two-to- 
one.

The company has complied with the provisions of its 
loan agreements for the year ended October 31, 1973.

R estrictions Im p osed  By P re ferred  Stock Or 
C ertifica te  of Incorporation

ATLANTIC RICHFIELD COMPANY (DEC)

Notes to Consolidated Financial Statements 1973

Note 6 (in part): Shareholders’ E qu ity- The Compa
ny’s articles of incorporation contain a provision res
tricting dividend payment; however, at December 31, 
1973 net income retained for use in the business was 
substantially free from such restriction.

COLGATE-PALMOLIVE COMPANY (DEC)

Notes to the Consolidated Financial Statements
Note 8: Dividend Restrictions- The preferred stock 

provisions of the Certificate of Incorporation contain re
strictions on the payment of cash dividends to converti
ble second preferred stockholders and common stock
holders. At December 31, 1973, domestic retained earn
ings were free of such restrictions to the extent of 
$245,882,000.

THE FLINTKOTE COMPANY (DEC)

Notes to Financial Statements
(All dollar amounts except per share amounts ex

pressed in thousands of dollars)
Note 4 (in p a rt)-  The indentures covering the sinking 

fund debentures and the long-term note agreements 
and the Company’s Articles of Organization contain re
strictive provisions as to the payment of cash dividends 
and the purchase or redemption of Company stocks. 
Under the most restrictive of these provisions, the 
amount of retained earnings available fo r  cash divi
dends on common stock at December 31, 1973, was ap
proximately $35,265.

PENNWALT CORPORATION (DEC)

Notes to Consolidated Financial Statements
Dividend Restriction -  Terms of the long-term debt 

and preference stock agreements contain certain provi
sions as to the payment of dividends. In addition, under 
Pennsylvania law no dividend may be paid which would 
reduce the Company’s net assets below the liquidation 
value of its outstanding preference stock. Under the 
most restrictive of these limitations, at December 31, 
1973, approximately $15,000,000 of earnings retained 
for use in the business was not restricted as to the pay
ment of dividends.
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OWENS-ILLINOIS, INC. (DEC)

Financial Review
Restrictions on Retained Earnings- The Amended 

Articles of Incorporation and certain long-term debt 
agreements include convenants restricting the payment 
of dividends. At December 31, 1973, the amount of re
tained earnings not available for the payment of divi
dends under the most restrictive of such covenants was 
$212 million.

WESTVACO CORPORATION (OCT)

Notes to Financial Statements

Note 1 (in part): Shareholders’ E qu ity- At October
31, 1973, $72 million of consolidated retained income 
was restricted under certain provisions of the Compa
ny’s Certificate of Incorporation and the indenture 
under which the Company’s 4¼% Debentures due Janu
ary 1, 1978 were issued. In addition consolidated re
tained income included $26 million of undistributed 
earnings of subsidiary companies which have been in
definitely reinvested in such subsidiaries or must be re
tained by the subsidiaries in accordance with various 
loan agreements.

TA BLE 2-54: STO C K O P TIO N  PLA N S
Relation of Opinion Price to Mar

ket Value at Date of Grant of Op
tion 1973 1972 1971 1970

Not less than m arket. . . . . . . . . . . . 399 383 371 360
Not less than 95% of market value 9 27 54 51
90% or less. . . . . . . . . . . . . . . . . . . . . . . 8 8 8 13
Not disclosed. . . . . . . . . . . . . . . . . . . . . 134 156 164 160

Total Plans............................... 550 574 597 584
Number of Companies
Referring to stock option plans. 532 536 533 538
Not referring to stock option 

p lans. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68 64 67 62

Total........................................ 600 600 600 600
Number of companies with stock

purchase plans. . . . . . . . . . . . . . . . . 80 69 81 77

STOCK OPTION AND STOCK PURCHASE 
PLANS

Chapter 13B of ARB No. 43, which discusses stock 
option and stock purchase plans, states in paragraph 
15:

In connection with financial statements, disclo
sure should be made as to the status of the option 
or plan at the end of the period of report, includ
ing the number of shares as to which options are 
exercisable. As to options exercised during the 
period, disclosure should be made of the number 
of shares involved and the option price thereof.

APB Opinion No. 25, issued in October 1972 and ef
fective “ to all stock option, purchase, award, and bonus 
rights after December 31, 1972”  reaffirms the disclosure 
requirements of paragraph 15.

Examples of stock option and stock purchase plans 
of a noncompensatory nature follow. Compensatory 
plans are discussed in connection with Table 3-10.

STO C K O P TIO N  PLA N S

Tan d em  P lans

ments. Nonqualified options expire ten years from date 
of grant and are exercisable in installments. Substan
tially all treasury shares are reserved for issuance of 
nonqualified options. Commencing in January 1973, dif
ferences between nonqualified option prices and market 
values at date of grant are charged to expense upon 
grant of the related options. Changes in the number of 
shares reserved for options granted are summarized as 
follows:

Nonqualified
Qualified O ptions Options

Average Number of Average Number of
Price Shares Price Shares

October 1 1971. . . . . . . . . . . . . . . . . . $26.43 251,548 $32.14 108,000
Add (deduct):

Options granted. . . . . . . . . . . . . . . 41.06 40,200 37.35 42,000
Options exercised.. . . . . . . . . . . . 24.58 (65,206) 32.14 (2,064)
Options cancelled. . . . . . . . . . . . . 25.25 (6,016) — —

September 30, 1972 .................. 29.67 220,526 33.70 147,936
Add (deduct):

Options granted. . . . . . . . . . . . . . . 43.13 48,000 38.91 51,000
Options exercised.. . . . . . . . . . . . 25.56 (98,852) 31.68 (4,828)
Options cancelled.. . . . . . . . . . . . 33.19 (1,386) 35.83 (10,668)

September 30, 1973 .................. 35.89 168,288 35.08 183,440
Shares exercisable at September

30, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . 73,150 26,323

EMERSON ELECTRIC CO. (SEP)
Notes to Consolidated Financial Statements
Note 5 (in part): Common S tock-  Under various 

qualified and nonqualified stock option plans, certain 
officers and employees may purchase shares of com
mon stock. Qualified options are granted at market 
value, expire in five years and are exercisable in install-

GENERAL SIGNAL CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 6: Stock Option P lans- Under a stock option 

plan approved by stockholders on April 16, 1971, op
tions may be granted to key employees to purchase a
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maximum of 160,000 shares of the company’s common 
stock. Under the 1959 plan, which terminated at the time 
the 1971 plan was adopted, no additional options may 
be granted. Options outstanding under the 1959 plan 
were granted at the fair market value on the date such 
options were granted and are exercisable over a period 
of five years. Options granted under the 1971 plan may 
include options which can be exercised, in whole or in 
part, either as qualified or as non-qualified options, at 
the determination of the recipient. Qualified options are 
exercisable over a five-year period from date of grant, 
and non-qualified options are exercisable over a ten- 
year period. The option price for the shares covered by 
each option is the fair market value on the date such 
option is granted.

At December 31, 1973, 178,350 shares of common 
stock are reserved for issuance under these plans.

An additional 13,800 shares are reserved for stock op
tions which were assumed by the company upon acqui
sition of Mixing Equipment Co., Inc.

The following table summarizes the plan for 1973 and 
1972:

Shares under option at January 1 ,  1 9 7 2 -a t 
prices ranging from  $23.25 to  $35.75 ....

1971
Plan

36,400

1959
Plan

72,752
O ptions granted during  1 9 7 2 -a t prices 

ranging from  $48.50 to  $55.65 . . . . . . . . . . . . 14,000 ___
1973- a t  prices ranging from  $42.40 to 

$53.00 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,700
O ptions exercised during  1 9 7 2 -a t prices 

ranging from  $23.25 to  $35.75 . . . . . . . . . . . . 3,250 16,362
1 9 7 3 -a t prices ranging from  $23.25 to 

$35.75 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 500 33,290
O ptions term inated during  1973 .. . . . . . . . . . . — 1,000
Shares under option at December 31, 

1 9 7 2 -a t prices ranging from  $23.25 to 
$55.65 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 47,150 56,390
1 9 7 3 -a t prices ranging from  $23.25 to 
$55.65 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78,350 22,100

Shares exercisable at December 31, 
1 9 7 3 -a t prices ranging from $24.68 to 
$55.65 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 28,050 20,100

HEWLETT-PACKARD COMPANY (OCT)

Note 4 (in part): Stock Option Plans—  Under various 
qualified stock option plans adopted in prior years, the 
Company is empowered to grant options to employees 
for a total of 899,800 shares, of which options for an ag
gregate of 848,300 shares have been granted at prices 
equal to market value of the stock at date of grant. Gen
erally, options are exercisable cumulatively at the rate of 
25% annually beginning one year from grant date and 
expire five years from such date.

At November 1 ,  1 9 7 1 . . . . . . . . . . . . .  $ 2 5 -5 4  601,206 308,156 108,000
G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  69 56,500 - - -  (56,500)
Became exe rc isa b le . . . . . . . . . . . . . .  3 1 -5 4  - - - - -  137,799 - - - - -
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 5 -5 4  (116,171) (116,171)
At October 31, 1972 . . . . . . . . . . . . . .  2 5 -6 9  541,535 329,784 51,500
G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . .  . . . . . .  . . . . . .  . . . . . .
Became e x e rc isab le . . . . . . . . . . . . . .  3 3 -6 9  - - - - -  136,176 - - - - -
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 5 -6 9  (98,082) (98,082)
C a n ce lle d . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 5 -6 9  (18,263) (16,375)
At October 31, 1973 . . . . . . . . . . . . . .  $ 2 5 -6 9  425,190 351,503 51,500

The Company has also adopted a non-qualified em
ployee stock option plan whereby options can be grant
ed to holders of qualified stock options for shares equal 
in number to those unexercised under the primary plan 
at the time of their expiration. Such “ tandem” options 
are at prices equal to, and expire five years from expira
tion date of, the original options. Included above are op
tions for 25,335 shares at prices from $25 to $38 per 
share, of which 6,810 shares and 6,250 shares were 
exercised in 1973 and 1972, respectively, under such 
“ tandem” plan.

STANDARD PRESSED STEEL CO. (DEC)

Summary o f Significant Accounting Policies
Nonqualified Stock O ptions- The potential cost of 

nonqualified stock option grants issued prior to Decem
ber 31, 1972 is being charged to earnings over a four- 
year period commencing in 1972 based on the aggre
gate market value on date of grant. Costs of options 
granted under this plan subsequent to December 31, 
1972 are charged to earnings based upon the excess of 
the market value over the exercise price of such options 
at the reporting date.

Notes to Financial Statements
Note 9: Common Stock and Capital in Excess o f Par 

Value of Common S to ck -  The Company has three 
stock option p lans-a  1964 qualified plan and two 
plans, one qualified and one nonqualified, approved by 
shareholders in April 1972. Under each of the 1972 
plans, options to purchase up to an aggregate of
250,000 shares may be granted. Under the qualified 
plans, options are granted at market value on date of 
grant and are exercisable on a pro rata basis over a 
four-year period commencing one year from date of 
grant. Under the nonqualified plan, options are granted 
at market value on date of grant subject to a reduction 
equivalent to the increase in market value at exercise 
date over initial option price, but not below zero. Op
tions under the non-qualified plan are exercisable over 
a 10-year period, subject to an exercise limitation of 
40% in any one year of the aggregate number of options 
held by an employee. The 40% limitation may be waived 
by the stock option committee.

Options granted prior to 1973 exercised under either 
of the qualified plans will reduce options held by an em
ployee prior to 1973 under the nonqualified plan on a 
share-for-share basis; conversely, options exercised

Option 
price 

per share
Out

standing

Shares

Exer
cisable

Available 
for grant

Following is a summary with respect to options dur
ing the two years ended October 31, 1973:
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under the nonqualified plan which were granted prior to 
1973 will similarly reduce outstanding options granted 
prior to 1973 under the qualified plans. The provisions 
of the plans prior to 1973 effectively limit the number of 
shares exercisable under option at December 31, 1973 
to a maximum of 154,758 shares. No additional options 
can be granted under the 1964 qualified plan.

The activity in the plans is summarized below:
1973

1964 1972 1972 non-
Qualified Qualif ied qua lified

plan plan plan

Shares under option at beginn ing of
y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93,000 39,000 155,760

A dditions (deductions);
O ptions g ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  . . . . . . .  7,750
O ptions expired o r te rm in a te d ......  (7,750) (5,500) (8,752)
Shares under option at end of year

(to 54 officers and key em ployees)... 85,250 33,500 154,758
Average price of ou tstanding o p t io n s . $10.99 $8.00 $7.80
Shares reserved fo r fu ture option 

g ra n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  216,500 95,242

Compensation expense relating to the nonqualified 
stock options, of $322,000, was recorded in 1973 and 
1972.
During 1973 and 1972, the Company purchased 150,554 
shares and 46,700 shares, respectively, of its stock for 
use in the stock option plans.

Non-Q ualified O ption Plan 
No. of Price 

Per
Shares Per Share

Shares subject to option as of Septem ber
30, 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  217,275 $14.56-16.06

O ptions g r a n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  95,305 10.88-18.81
Options te rm in a te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (32,100) 14.56-18.81
O ptions e x e rc is e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,333) 16.06
Shares subject to  option as of Septem ber

30, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  277,147 $10.88-18.81
O ptions exercisable at Septem ber 3 0 ,  1973 124,127 $14.56-16.06

The number of shares held under certain qualified 
options are reduced (share for share) for any non-quali
fied options exercised by the employee. The number of 
shares held under certain non-qualified options are re
duced (share for share) if an employee exercises certain 
qualified options. The combined total number of shares 
actually subject to options under both plans is 413,647 
shares and exercisable is 147,332 because of the above 
provisions of the options. Therefore, as of September 
30, 1973, 76,020 shares remained available for future 
options under the plans.

Q ualified  O ptions Only

VARIAN ASSOCIATES (SEP)

Notes to Consolidated Financial Statements
Stock Option P lans- The Company has reserved an 

aggregate of 489,667 shares of common stock for is
suance to officers and key employees under both the 
qualified stock option plan and the non-qualified stock 
option plan. All options under both plans have been 
granted at prices equal to the fair market value of the 
stock on the date of grant. All options are exercisable in 
cumulative installments of one-third each year, com
mencing one year following date of grant, and expire if 
not exercised within five years from date of grant for 
qualified options and within ten years from date of grant 
for non-qualified options. Information as to the activity 
under the plans during the fiscal year ending September 
30, 1973, is presented below:

Shares subject to option as of Septem ber
30, 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

O ptions g ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
O ptions te rm in a te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
O ptions e x e rc is e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Shares subject to  option as of Septem ber

30, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
O ptions exercisable at Septem ber 3 0 ,  1973

Qualified O ption Plan
Price

No. of Per
Shares Share

356,250 $12.94-31.94
22,575 10.13-21.06

(48,883) 12.38-31.25
(7,000) 12.94-13.19

322,942 $10.13-31.94
51,038 $15.13-31.94

INTERNATIONAL HARVESTER COMPANY (OCT) 

Financial Review
Stock Option Plan -  The Qualified Stock Option Plan 

provides for the granting of options to key employees 
for the purchase of the Company’s common stock at a 
price equal to the fair market value of the stock on date 
of grant. These options have a term of not more than 
five years from date of grant and are not exercisable 
during the first year. The status of the Plan at October 
31, 1973 and the changes during the year are as follows;

Number 
o f Shares

. . . . . . . . . . .  131,145

. . . . . . . . . . .  30,210

. . . . . . . . . . .  (55,475)

. . . . . . . . . . .  (19,470)

. . . . . . . . . . .  86,410

. . . . . . . . . . .  56,200

. . . . . . . . . . .  353,150

Under option at O ctober 31, 1972 . . . . . . . . . . . . . . . . . . . . . . . .
G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
E x e rc is e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
T e rm in a te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Under option at O ctober 31, 1973 . . . . . . . . . . . . . . . . . . . . . . . .
Exercisable at O ctober 31, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . .
Available fo r g ran t at O ctober 31, 1973 . . . . . . . . . . . . . . . .
Average option price per share:

G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $34.47
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $33.08
Under option at O ctober 31, 1973 . . . . . . . . . . . . . . . . . . . . .  $32.50

WHITE CONSOLIDATED INDUSTRIES, INC. (DEC) 
Notes to Financial Statements
Note F: Stock O ptions- The Corporation has granted 

options to key employees to purchase Common Stock at 
or above market price at date of grant. The options ex
pire five years from date of grant and become exercisa
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ble in scheduled amounts on a cumulative basis during 
the life of the respective options. A summary of option 
transactions during the two years ended December 31, 
1973 follows:

Option Prices
Number

of Range Market
shares per share Total Price

Year ended December 3 1 ,  1972:
G ra n te d . . . . . . . . . . . . . . . . . . . . . . .  155,500 $15.25 $2,371,375 $2,371,375
Became exercisable. . . . . . . . .  98.749 10.68-21.62 1,823,294 1,759,206
E xerc ised . . . . . . . . . . . . . . . . . . . . .  22,029 10.68-17.76 287,259 495,703
T erm inated. . . . . . . . . . . . . . . . . . . .  57,033 10.68-22.23 905.123
E xp ire d . . . . . . . . . . . . . . . . . . . . . . . .  24.377 17.76-22 23 521.872

Year ended December 31, 1973:
G ra n te d . . . . . . . . . . . . . . . . . . . . . . .  267,472 12,62-17,25 4,576,892 4,576,892
Became exercisable. . . . . . . . .  98,958 10.68-20.75 1,589,495 1,530,265
E xercised. . . . . . . . . . . . . . . . . . . . . .  14,649 10,68 156,420 225,289
T erm inated. . . . . . . . . . . . . . . . . . . .  262,217 15.25-21.62 5,652,245
E xp ire d . . . . . . . . . . . . . . . . . . . . . . . .  3.925 21 62 84,975

At December 31, 1973:
O u ts ta nd ing . . . . . . . . . . . . . . . . . .  462,008 10.68-20.75 7,576,206
E xerc isable . . . . . . . . . . . . . . . . . . .  147,987 10.68-20.75 2,439,218
Reserved for future options 6.458

There have been no charges or credits to income in 
connection with such options, and none are anticipated.

options granted which are exercisable for more than 
five years from date of grant will be nonqualified stock 
options.

Changes during the year ended October 31, 1973, in 
shares optioned are as follows:

1968/1971 Plans 1973 Plan

P ric e  ra n g e  p e r s h a r e . . . . . . . . . . . . . . . . . . . . . . . . . . .  $19.38-$32.17 $19.38-24.75

S h a re s  u n d e r o p t io n  O c to b e r 31, 1972 ...  677,914 - - - - - -
G r a n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  52 ,800  122,850
E x e r c is e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3 ,150) - - - - - -
C a n c e l le d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (51,780) (1 ,000)
S h a re s  u n d e r o p t io n  O c to b e r 31, 1973 ..  675 ,784  121,850
O p tio n s  e x e rc is a b le  a t O c to b e r 31, 1973 .. 35 7 ,0 29  - - - - - -

At October 31, 1973, in addition to the 1,465,274 
shares of authorized and unissued Common Stock re
served for stock options, 1,150,616 shares were reserved 
fo r  convers io n  of the s u b o rd in a te d  deben tures,
1,125,000 shares for exercise of warrants, 234,500 
shares for conversion of the cumulative preferred stock 
and 3,000 shares were reserved under a contingency re
lated to a prior acquisition.

O ption Plan A dopted  or A m en ded

CARRIER CORPORATION (OCT)
Notes to Consolidated Financial Statements
Capital S to ck-  The Senior Preferred Stock, 4½% Se

ries, is subject to retirement at an annual rate of approx
imate ly  $346,000. This requi rement  has been met 
through 1974.

Each share of Cumulative Preferred Stock, $2.25 Se
ries and $3.00 Series, outstanding at October 31, 1973, 
is convertible into $1.86 shares and 2 shares, respec
tively, of Common Stock.

In 1971, the Corporation sold warrants to purchase
1,125,000 shares of Common Stock which are exercisa
ble at $27.33 per share through July 15, 1976. At Octo
ber 31, 1973, no warrants had been exercised.

The Corporation’s stock option plans of 1968 and 
1971 provide that options to purchase not more than
750,000 shares of Common Stock may be granted to of
ficers and key employees on or before November 29,
1977. Such options are exercisable either over five years 
(qualified options) or ten years (nonqualified options), at 
100% of the fair market value at date of grant.

In February, 1973, the stockholders of the Corpora
tion approved the Incentive Stock Option Plan (1973) 
which also provides for the granting of options to pur
chase not more than 750,000 shares of Common Stock 
at prices of not less than 100% of the fair market value 
at date of grant. The period during which these options 
are exercisable is fixed by the Corporation at the time of 
grant, but it is not to exceed ten years. Those options 
which are not exercisable after five years from date of 
grant are intended to be qualified stock options, while

JOHN FLUKE MFG. CO., INC. (SEP)

Notes to Consolidated Financial Statements
Note 3: Stock O ptions- Changes during fiscal 1973 

in the company’s employee stock option plans were as 
follows:

SHARES
Option Plan of

Total 1960 1970 Range

Outstanding Sept. 30, 1972 .... 28,140 11,190 16.950 $10.375 -$13.75
Options G ra n te d . . . . . . . . . . . . . . . .  50,950 50,950 $22.875 -$31.75
Options E xerc ise d . . . . . . . . . . . .  (19,848) (9,925) (9,923) $12.06 -$13.75
Options Term inated. . . . . . . . . . . .  (200) (200) $12.625
Outstanding Sept: 30, 1973 .... 59,042 1,065 57,977 $1 2 .0 6 -31 .75
Options Exercisable at Sept.

3 0 ,  1973 . . . . . . . . . . . . . . . . . . . . . . . .  8.092 1,065 7,027 10.375 -$13.75

On January 9, 1973, the stockholders authorized an 
increase of 50,000 shares of common stock (from 45,000 
shares to 95,000 shares) under the 1970 plan for grant
ing of options to key employees. Under the 1960 plan, 
options are exercisable after three years’ continuous 
employment and expire at various dates to August 7,
1974. Under the 1970 plan, options are exercisable after 
one year continuous employment, and expire five years 
from date of grant. Options granted under both plans 
are at market value at date of grant. At September 30, 
1973, 18,300 shares remained available for further op
tions.

During fiscal 1972, an option for 300 shares at $13.75 
per share was granted to an employee who was ineligi
ble under the 1970 qualified plan because of the attribu
tion rules of the Internal Revenue Code. An additional
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600 shares were granted to the same employee during 
fiscal 1973 at $22.875 per share. The terms of these op
tions are otherwise similar to the company’s 1970 plan 
and are subject to stockholder approval.

P. R. MALLORY & CO. INC. (DEC)
Notes to Consolidated Financial Statements
Note 9: Stock O ptions- At December 31, 1973, there 

were 131,483 shares under option for purchase by cer
tain officers and key employees. These options which 
were granted under the 1968 Plan are exercisable as to 
50% thereof after one year from the date of grant and as 
to the remaining 50% after the end of the second year. 
The option periods do not exceed five years from dates 
of grant and the option prices are equal to the market 
values at the dates of grant.

On April 25, 1973, the shareholders of the Company 
approved a new stock option plan covering an addition
al 200,000 shares of common stock. The 1973 Plan au
thorizes the granting of qualified stock options, non
qualified stock options or combinations of both. The 
provisions of the qualified stock options under the 1973 
Plan are similar to the 1968 Plan. Non-qualified options 
differ primarily in that they may be granted at prices not 
less than 85% of fair market value and they are exercisa
ble for up to ten years after the date of grant. There have 
been no transactions in the 1973 Plan since adoption.

Transactions relating to the stock options for 1973 
and 1972 are as follows:

Shares

O ptions outstanding at beginning of year 
O ptions granted during year;

At prices average $23.84 per s h a re .....
O ptions exercised during  the year:

At prices averaging $21.04 per s h a re . . . .
At prices averaging $26.69 per s h a re ...

O ptions expired during  the y e a r . . . . . . . . . . . .
O ptions outstanding at end of year:

At prices averaging $24.93 per share.... 
At prices averaging $24.32 per share.... 

Available at end of year fo r fu tu re  grants:
1968 P la n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
1973 P la n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1973
94,700

44,783

1,000
7,000

131,483

4,017
200,000
204,017

1972
120,948

26,248

94,700

45,300

45,300

Date
Granted
Aug. 30, 1968-Jan. 24, 1973

PALL CORPORATION (JUL)
Notes to Consolidated Financial Statements
Note 8: Stock Option Plans: The Pall Corporation: 

1966 Qualified Stock Option P la n -  The Pall Corpora
tion 1966 Qualified Stock Option Plan was approved by 
stockholders at the annual meeting held in November 
1966 and provides for the issuance of a maximum of
45,000 shares of the Company’s Common Stock to cer
tain officers and employees of the Company and its sub
sidiaries.

The balance of unexercised optioned stock as at July 
31, 1973 was as follows:

Option Price 
No. of Per 

Shares Share Total
16,200 $9.69- $227,274

$17.50
All options expire five years from the date of grant 

and are exercisable in equal annual increments over 
that period. Options exercisable at July 31, 1973 were 
for 5,660 shares. There were no options exercised dur
ing the year ended July 31, 1973.

The Pall Corporation: 1973 Qualified Stock Option 
P lan- The Pall Corporation 1973 Qualified Stock Op
tion Plan was adopted by the Board of Directors on July 
2, 1973, subject to stockholders’ approval at the Novem
ber 1973 stockholders’ meeting. The Plan provides for 
the issuance of a maximum of 55,000 shares of the 
C o m p a n y ’ s Common Stock to certain off icers and 
employees of the Company and its subsidiaries. Options 
granted under this Plan may not be exercised until the 
Plan has been approved by shareholders. The terms and 
conditions of options granted under the 1973 Plan are 
substantially the same as the terms and conditions of 
options granted under the 1966 Plan, except that the 
1973 Plan permits payment of the exercise price in in
stallments meeting the requirements of Regulation G of 
the Federal Reserve Board, and except that options 
granted under the 1973 Plan are exercisable in full from 
the outset.

Unexercised options stock as at July 31, 1973 was
a s  f o l lo w s :

O ption Price
Date No. of Per
Granted Shares Share Total
July 2, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  46,500 $10.75 $499,875
July 18, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,500 12,875 109,438

The Company makes no charge against income with 
respect to options.

At December 31, 1973, options for 86,700 shares were 
exercisable at prices averaging $24.57 per share, an ag
gregate of $2,130,037.

SCOVILL MANUFACTURING COMPANY (DEC)
Notes to Consolidated Financial Statements
Note H -  Effective April 1973, the Company adopted 

a stock option plan, approved by the stockholders, 
which replaces the 1966 Plan except as to shares grant-
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ed prior to April 16, 1973. The 1973 Plan provides for 
granting either “ qualified”  or “ non-qualified”  options 
for up to 400,000 shares at prices not less than the fair 
market value on the date of grant. Each option granted 
under this Plan, which expires on April 15, 1983, may be 
exercised only after one year of continued employment 
following the date of grant. Under the 1973 Plan options 
for 73,500 shares have been granted at a price of $11.75 
per share (aggregate price $864,000) and remain out
standing at December 30, 1973. The aggregate number 
of shares which may be purchased under options grant
ed to any one employee cannot exceed 40,000.

The 1966 Employee Stock Option Plan, as amended 
and approved by the stockholders, provided for granting 
options for up to 520,000 shares of Common Stock at 
prices not-less than fair market value at date of grant. 
Options granted generally become exercisable in three 
approximately equal installments after two years of con
tinued employment and expire five years after date of 
grant. Options granted under the 1966 Plan remain in 
effect and at December 30 , 1973 and December 31, 1972 
options were exercisable as to 219,810 and 134,710 
shares respectively. Transactions during the two years 
ended December 30, 1973, under this Plan are summa
rized as follows:

Option Price
Number

of
1972 Shares Per Share Total
Outstanding at beginning of year

C om m on. . . . . . . . . . . . . . . . . . . . . . . . .  282.036 $9.42 $24.28
Preferred. . . . . . . . . . . . . . . . . . . . . . . . .  1.418 49.00 -49.75

G ra n te d -C o m m o n . . . . . . . . . . . . . . .  98.500 27.25 -29.75 2.915.000
Exercised

C om m on. . . . . . . . . . . . . . . . . . . . . . . . .  74.386 9.42 -21.38
P re ferred . . . . . . . . . . . . . . . . . . . . . . . . .  1.168 49.00 -49.75

Cancelled
C om m on. . . . . . . . . . . . . . . . . . . . . . . . .  8.840 20.38 -21.38
Preferred. . . . . . . . . . . . . . . . . . . . . . . . .  250 49.00

Outstanding at end of year
C om m on. . . . . . . . . . . . . . . . . . . . . . . . .  297.310 16.25 -29.75 7.194.000

1973
G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22.000 22.44 494,000
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . .  600 21.38 13.000
C an ce lle d . . . . . . . . . . . . . . . . . . . . . . . . . . .  5.300 16.25 -21.38 106,000
Outstanding at end of ye a r. . . . . .  313.410 16.25 -29.75 7,569.000

At December 30, 1973 there were 2,400,077 (1972- 
2,516,596) shares of Common Stock of the Company re
served for conversion of the Preferred Stock outstand
ing and 713,410 (1972-444,610) shares reserved for 
Common Stock options)

O ptions Expired or N ot E xerc ised

FOREMOST-McKESSON, INC.

Financial Notes

Stockholder E qu ity- The prior preferred stock is 
being retired through annual sinking fund payments 
equivalent to the par value of 8,428 shares of such

stock. Each share of Series A preferred stock is convert
ible, at the option of the holder, into 1⅝ shares of com
mon stock and is callable at $37. At March 31, 1973 and 
1972, there were 5,159,843 and 5,428,855 common 
shares, respectively, reserved for conversion of the Se
ries A preferred stock and the 6% and 5½% debentures.

O p tions , w h ich  are exerc isab le  at various times 
through 1982, have been granted at quoted market to 
key employees to purchase common stock; options to 
purchase units, consisting of one share of Series A pre
ferred stock and ¾ share of common stock, expired 
during 1973 and no additional options to purchase units 
may be granted. Option transactions (in shares) were as 
follows:

Series A 
Common Preferred

O utstanding, March 31, 1971 . . . . . . . . . . . . . . .  764,401 26,978
G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,000
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (21,290) (17,328)
C a n ce lle d .. . . . . . . . . . . .    (32,452) (1,748)
Outstanding, March 3 1 , 1972 ..................... 715,659 7,902
G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  114,500
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (7,806) (6,854)
C a n ce lle d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (69,560) (1,048)
Outstanding, March 31, 1973 ..................... 752,793 --------

Common stock options were exercised at prices 
ranging from $81.75 to $25.50 in 1973 and from $16.88 
to $25.50 in 1972. Options for units were exercised at 
$33.38 in 1973 and at $33.38 and $42.75 in 1972. Options 
outstanding at March 31, 1973 are at prices ranging 
from $17.13 to $35.00 per share (aggregate price of 
$15,998,000, aggregate market value of $12,327,000) and 
included 168,450 shares for which options became ex
ercisable in 1973. Shares of common stock are reserved 
for the outstanding options. In addition, at March 31, 
1973 and 1972, common shares aggregating 76,575 and 
168,650 were available for additional grants.

Debt agreements and the provisions of the preferred 
stocks contain restrictions as to maintenance of consol
idated working capital, purchase of shares of the Com
pany’s capital stock and payment of dividends. The 
amount of consolidated retained earnings free of such 
restrictions at March 31, 1973 was approximately 
$26,000,000.

GENERAL FOODS CORPORATION (MAR)
Notes to Consolidated Financial Statements
Note 10: Stock Option P lans- In July 1972, the stock

holders approved a new stock option plan whereby key 
employees under age 60 may be granted options to pur
chase General Foods common stock at a price that is 
not less than the full market value on the dates of grant 
for period not exceeding ten years. Generally, options 
granted under the previous plan and the 1972 plan be
came exercisable in equal annual installments during 
the five years following dates of grant, except that no 
option is exercisable during the first twelve months. A 
report on stock options for fiscal 1973 follows:
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O p tio n  P rice
Number of
Shares Per Share Aggregate

O p tio n s  o u ts ta n d in g  A p r il 1, 1972 ......  1,071,690 $32-$40 $39,065,019
O p tio n s  g r a n t e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  150.000 $28-$30 4,406,360

1,221.690 43,471,379
L e s s - O p t io n s  c a n c e l le d . . . . . . . . . . . . . . . . . . .  202,890 $32-$40 7,671,852

Options outstanding March 31, 1973 
(exercisable 490,860 shares). . . . . . . . . .  1,018,800 $28-$40 $35,799,527

The proceeds from sale of common stock for options 
exercised each year are credited to the common stock 
account at par ($840 for 840 shares in fiscal 1972) and 
the excess ($28,976 in fiscal 1972) over par is credited to 
additional paid-in capital. No options were exercised in 
fiscal 1973.

At March 31, 1973, there were 600,000 shares availa
ble for options that may be granted through July 26, 
1977.

MARTIN MARIETTA CORPORATION (DEC)

Financial Review
Stock Option Plans—  Martin Marietta has granted op

tions to purchase its common stock to officers and key 
employees under 10-year plans adopted by the share- 
owners. The plans provide that options shall be granted 
at prices equal to the market value at date of grant, shall 
be exercisable in three equal annual installments begin
ning one year after date of grant, shall expire five years 
from such date, and may be financed under certain con
ditions by interest-bearing notes payable to the Corpo
ration. Information regarding options for the years 
ended December 31, 1973 and 1972, follows:

Common Number of  Shares Option Price

Stock Available Options Per Share Total Market
O p t i o n s for Grant Outstanding Range Amount Value

(Add 000) (Add 000)

Year 1972:
Granted. . . . . . . . . . . . . . . . . . . . . . . . . (120,500) 120,500 $18.75 $2,509 $2,509

-$22.00
Exercised. . . . . . . . . . . . . . . . . . . . . . .  - - -  (97,650) 13.25 1,582 2.170

-21.38
Cancelled. . . . . . . . . . . . . . . . . . . . . . .  77,800 (77,800) - - - - -  - - - - -  - - ---
Expired. . . . . . . . . . . . . . . . . . . . . . . . . (197,350) - - - - -  - - ---  -----  - ----
December 3 1 , 1972 . . . . . . . . . . .  88,850 389,950 13.25 6,759 6,759

-24.75
Exercisable during 1972 . . . . . .    135,950 13.25 2,029 3,081

-24.75
Exercisable at year-end. . . . . . .  . . . . . .  184,000 -----  -----  - - ---
Year 1973:
Granted. . . . . . . . . . . . . . . . . . . . . . . . .  (38,500) 38,500 16.13 669 669

-18.13
Exercised. . . . . . . . . . . . . . . . . . . . . . .   (40,650) 13.25 540 684

-15.13
Cancelled. . . . . . . . . . . . . . . . . . . . . . .  8,600 (8,600) - - - - -  - ----  - - - - -
Expired. . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . (15,000) - - - - -  - ----  - - - - -
December 31, 1973 . . . . . . . . . . .  58.950 364.200 13.25 6,437 6,437

-24.75
Exercisable during 1973 .. . . . .    123,350 13.25 1,921 2,081

- 22.00
Exercisable at year-end. . . . . . .  . . . . . .  246,200 - - - - -  -----  -----

Martin Marietta Aluminum also grants options to pur
chase its common stock under key employee stock op
tion plans and the company has reserved shares for is
suance under these plans. Options were outstanding at 
December 31, 1973, to purchase 148,000 shares at 
prices of $9.00 to $16.07 per share, of which 72,500 were 
exercisable. No options were exercised in either year.

O ptions of A cqu ired  C om pany

AMERICAN CYANAMID COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 5: Stockholders’ Equity: Authorized C apita l- In

cludes 650,000 shares of preferred stock with a par 
value of $1 per share, none of which is outstanding.

Stock O ptions- Under the company’s stock option 
plan key employees may be granted options to purchase 
common stock at not less than 100% of market value on 
the date of grant. 1,500,000 shares were originally re
served for stock options. In 1968 and 1969 qualified 
stock options were granted exercisable over a period of 
not more than five years from date of grant, and subse
quently non-qualified stock options were granted exer
cisable over ten years from date of grant, all in cumula
tive installments of one-third of the number of shares 
commencing one year after date of grant and annually 
thereafter.

Details of stock option activity for 1973 and 1972 fol
low:

Number
of

shares

O p tio n  P rice  
Per

share Total

M a rk e t V a lu e  
Per

share Total
Options granted:

1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  168,275
1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  201,350

Options which became exer
cisable:

1973 . . . . . . . . . . . . . . . . . . . . .    171,436

1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  113,839

Options exercised:
1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  210

1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  169,363

Options outstanding:

Dec. 31, 1973 . . . . . . . . . . . . . . . . . . .  688,158

Dec. 31, 1972 . . . . . . . . . . . . . . . . . . .  710,428

$28.50
35.75

■37.25

$31.00
-37.25
25.75

-36.00

$25.75
-33.50
25.75

-33.50

(a t d a te  o f  g ra n t)

$4,796 $28.50 $4,796
7,244 35.75 7,244

-37.25

(a t d a te  e x e rc is a b le ) 

$5,681 $18.44 $3,619

3,558
-25.00
30.62

-31.94
3,810

(a t d a te  e x e rc is e d ) 
$6 $21.62 $6

-31.19
5,623 33.25 6,303

39.81

(a t d a te  o f  g ra n t)
$25.75 $22,001 $25.75 $22,001
-37.25 -37.25
25.75 23,570 25.75 23.570

-37.25 -37.25
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At December 31, 1973, options to purchase 331,739 
shares (336,458 shares at December 31, 1972) were ex
ercisable, and 626,524 shares (604,464 shares at Decem
ber 31, 1972) were available for option.

In connection with the Shulton, Inc., merger in 1971, 
the company assumed the obligations under various 
stock option and purchase plans of Shulton. At Decem
ber 31, 1973, there were options outstanding to pur
chase 9,890 shares of Cyanamid’s stock at prices from 
$37.21 to $44.30 per share. All such options were exer
cisable. No options were exercised during 1973. Options 
for 30,274 were exercised in 1972 at an average price of 
$23.51.

Upon exercise of options, the excess of proceeds 
over the par value of shares issued or cost of treasury 
stock ($5 in 1973 and $5,226 in 1972) is credited to addi
tional paid-in capital.

Additional Paid-in Capital Increases during the 
years 1973 and 1972 were attributable solely to the is
suance of shares under stock options (see above) and in 
1972 to stock issued to the former shareholders of The 
Ervin Company (see Note 2)

Treasury Stock Is acquired from time to time and 
used to fulfill obligations under the company’s incentive 
compensation and stock option plans as well as to pro
vide for a contingent obligation under a prior acquisi
tion. During 1973, 1,000,444 such shares were acquired 
(2,280 in 1972), and 5,807 shares were issued to retired 
participants under the incentive compensation plan 
(11,821 shares in 1972). In 1972, 4,995 treasury shares 
were issued to employees under the stock option plan.

P artic ip an ts ’ Borrow ings

BAUSCH & LOMB INCORPORATED (DEC)

Notes to Financial Statements
Capital Stock and Stock Option Plans—  Changes in 

the number of common and Class B shares outstanding 
were:

1973 1972
Balance at beginning of y e a r . . . . . . . . . . . . . . . .  5,578,945 5,482,656
Shares issued under stock o p t io n s . . . . . . . .  19,660 73,090
Shares issued upon conversion of deben

tures . . . . . . . . . . . . . . . . . . . . . . . .    16,729 23,199
Balance at end of year...............................  5,615,334 5,578,945

The difference between proceeds of exercised op
tions and principal amount of converted debentures and 
par value of issued shares has been added to captital in 
excess of par value.

U n d e r th e  S to ck  O p tion  Plan approved  by the 
shareholders in 1970, 200,000 shares of Class B stock 
were authorized and reserved for sale to certain key ex
ecutives. Class B stock possesses equal rights with 
common stock as to voting, dividends, and liquidation. 
Class B stock and common stock do not have pre-em
tive rights.

Options granted under the Plan may be qualified or 
nonqualified and will expire, respectively, five and ten 
years from date of grant. Option prices are equal to the 
market value of the company’s common stock on the 
date of grant. Subject to the approval of the Executive 
Committee, a participant may borrow the full amount of 
the option price from the company at an annual interest 
rate of not less than 4%.

Class B shares issued pursuant to the Plan are not 
listed on a stock exchange and are issued subject o re
strictions limiting their transferability. At the request of a 
holder of Class B stock, the company is obligated either 
to repurchase the stock for cash at the market value of 
common stock on the date the request for repurchase is 
made, or to exchange the shares held for the same 
Dumber of shares of common stock.

Under the Qualified Stock Option Plan approved by 
the shareholders in 1965, options may be granted to key 
executives for the purchase of common stock of the 
company. Options for such shares were granted at the 
market value of the company’s common stock on date 
of grant and they expire five years from date of grant.

Combined activity in the plans for 1973 and 1972 was:
Num ber of 

Price range unexercised
per share option shares

December 26, 1971 . . . . . . . . . . . . . . . . .    $7.38-$70.82 194,536
G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23.25-89.94 56,700
E x e rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7.38-70.82 (73,090)
C a n ce lle d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23.25-34.44 (880)

December 31, 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14.00-89.94 177,266
G ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22.38-45.38 14,600
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14.00-58.97 (19,660)
C a n ce lle d . . . . . . . . . . . . . . . . . . . . . . . . .    23.25-70.82 (13,826)

December 30, 1973 ....................................... $14.00-$89.94 158,380
1973 1972

Exercisable s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  153,800 166,426
Shares available fo r fu tu re  g ra n ts . . . . . . . . . . .  33,756 34,530
Participants’ borrowings under the 1970 

p la n ............................................................... $950,000 $739,000

STO C K PU RCH ASE PLA N S

ARMADA CORPORATION (DEC)
STOCKHOLDERS’ EQUITY 
Preferred stock, $1 par:

Authorized: 1,000,000 shares 
O utstanding: None 

Common stock, $1 par:
Authorized: 4,000,000 shares
O utstanding: 1,344,544 shares in 1973 . . . . . . . . . . . . . . .  $1,345,000
O utstanding: 1,295,444 shares in 1972 . . . . . . . . . . . . . . .

Additional paid-in c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,218,000
Earnings retained fo r use in the b u s in e s s . . . . . . . . . . . . .  4,686,000
Notes receivable under restricted stock purchase 

a g re e m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (350,000)
$15,899,000



stock Option and Stock Purchase Plans 219

Notes to F inan cia l S tatem ents
Note 8: Stock Options, Warrants and Restricted Stock 

Purchase Agreem ent- Under the terms of th e . 1969 
qualified stock option plan, 100,000 shares of the Cor
poration’s common stock were reserved for issuance to 
management personnel. During 1973, no options were 
granted or exercised. At December 31, 1973, employees 
held options to purchase 62,500 shares at prices from 
$6.94 to $9.94 per share. Of the options outstanding, 
45,833 shares were exercisable. All options expire five 
years from date of grant.

Warrants to purchase 30,000 shares of common stock 
at $13 are held by the holders of now retired debt. The 
warrants expire October 1, 1977.

Pursuant to a Restricted Stock Purchase Agreement 
approved by the stockholders on May 25, 1973, 70,000 
shares of the Company’s Common Sotck, par value 
$1.00 per share were sold in a private sale to two direc
tors of the Company. The Company received $70,000 
and promissory notes for $350,000 from the purchasers 
of the shares on September 17, 1973. The notes are due 
in five consecutive equal annual installments commenc
ing on September 17, 1974 and bear interest on the un
paid principal at a 5% annual rate.

The common stock account has been increased 
$70,000, additional paid-in capital has been increased 
$350,000, and the related notes receivable are reflected 
as a reduction in stockholders’ equity until paid. No 
amounts, other than interest income, are to be reflected 
in the income statement with respect to the Restricted 
Stock Purchase Agreement.

At January 1, 1973, 367,200 shares of common stock 
were reserved for issuance to certain employees under 
the Plan, against which purchase elections for 192,965 
shares were outstanding at prices ranging from $15.43 
to $23.32 per share. During the year, employees were 
granted elections to purchase 54,956 shares at $25.65 
per share (representing fourteen times the average 
earnings per share during the preceding five years), 
agreements for 2,655 shares were cancelled and 38,603 
shares were fully paid for and issued. At December 31, 
1973, 328,597 shares were reserved, against which pur
chase elections for 206,663 shares were outstanding.

Under the Internal Revenue Code and pertinent regu
lations of the United States Treasury Department, the 
company is entitled to tax deductions relating to the dif
ference between the employees’ purchase price and the 
market value of the shares at certain applicable mea
surement dates. With respect to purchase agreements 
dated prior to January 1, 1973, an amount equivalent to 
the tax benefit provided by these regulations has been 
charged to income and has been credited to capital sur
plus as additional consideration received by the compa
ny for the stock sold under the Plan. With respect to 
purchase agreements dated after December 31, 1972, a 
charge to income is reflected over a five year period for 
compensation expense equal to the difference between 
the purchase price and the market value of the shares at 
the applicable measurement date. During 1973, 686,000 
was charged to income. The measurement dates and 
the timing of expense for financial accounting and tax 
purposes differ. Deferred taxes have been provided for 
the related future tax benefit. Additional tax effects aris
ing from the change in market values on these different 
measurement dates will be applied to capital surplus.

BOWNE & CO., INC. (OCT)
Notes to Consolidated Financial Statements

Note 2: Employees Stock Purchase P la n -  Certain 
subsidiaries adopted the Company’s employees’ stock 
p u rc h a s e  p lan , w h ich  is a va ila b le  to  a ll e lig ib le  
employees, the Company contributes 50% of amounts 
withheld from employees to a trust for investment in the 
common stock of the Company. Contributions made by 
the Company will not vest with the employees until two 
years after the date of such contributions. Charges to 
income for the current year were nominal.

CHESEBROUGH-POND’S INC. (DEC)
Notes to Consolidated Financial Statements
Stock Purchasing P lan -  The Plan provides that no 

more than 150,000 shares can be subscribed for in any 
one year and no more than 4% thereof can be allocated 
to any one individual in any year. Employees may pay 
for shares over a period of five years. Shares may not be 
disposed of for a period of five years from the date of 
the purchase agreement with respect to agreements 
dated prior to January 1, 1973. With respect to agree
ments dated after December 31, 1972, the Plan was 
amended to provide that one fifth of the shares may be 
disposed of after each anniversary of the date of the 
purchase agreement.

GRANGER ASSOCIATES (AUG)
Notes to Financial Statements

Note 5 (in part): Capital S to ck -  At August 31, 1973, 
there were 62,713 shares of authorized but unissued 
capital stock reserved for sale to officers and employees 
under two Qualified Stock Option Plans. The plans pro
vide that the option price is equal to the fair market 
value on the date granted. Options are exercisable to 
the extent of 25% after eighteen months and 25% after 
the 2nd, 3rd and 4th anniversaries, cumulatively. All op
tions expire after five years from the date granted.

Details of options at August 31, 1973, and for the year 
then ended are as follows:

Option Price

O utstanding options, August 31,
Shares

1973

Per
Share

Total

Total. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57,663 $1.38- $10.00 121.472
Exercisable. . . . . . . . . . . . . . . . . . . . . . .
Options exercised during the year

12,375
None

$3.13- $10.00 44,510

The Company makes no charge to income in connec
tion with the sale of stock under option.

At August 31, 1973, there were 33,804 shares reserved 
for sale to employees, directors and consultants under
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the Employee Stock Purchase Plan. Eligible employees 
are permitted to invest up to 6% of their straight-time 
earnings. Non-employee directors are limited to $600 
per year and consultants to 6% of fees or retainers or 
$50 per quarter, whichever is greater. The Company 
contributes approximately 25% of the issue price which 
is based on current market value. Charges to income for 
the Company’s contribution were $6,891 and $10,170 for 
the years ended August 31, 1973 and 1972, respectively. 
The Plan was suspended from June 1, 1972, to February 
28, 1973.

RANCO INCORPORATED (SEP)
Notes to Consolidated Financial Statements

Note 5: Employee Stock Purchase Plan—  On July 2, 
1973 An Employee Stock Purchase Plan, (Term 1) ap
proved by the Board of Directors and Shareholders, be
came effective for an initial two year term. At September 
30, 1973, 100,000 unissued common shares of the Com
pany were reserved for sale to substantially all domestic 
employees participating under the Plan. The option 
price will equal the lower of 90% of the market value on 
the commencement, or termination dates (or mid-point 
or termination dates for employees participating on the 
first anniversary of the commencement date) of the 
Plan. Employees participate in the plan through payroll 
deductions (up to a maximum of 10% of base pay) and 
have the right to withdraw from the Plan at any time 
before common shares become issuable on July 2, 1975.

STEWART-WARNER CORPORATION (DEC)
Notes to the Consolidated Financial Statements
Note 3 (in part): Capital S tocks- In addition, the Cor

poration has a stock purchase plan which permits offi
cers and key employees to purchase shares of the Cor
poration’s treasury stock at the market price prevailing 
at the time of purchase. Current forms of contracts pro
vide for minimum initial payments of 10% of the pur
chase price, and for payments of not less than 10% of 
the remaining balances annually, with interest at 1% per 
annum. All shares sold under this plan either are held in 
escrow or are subject to repurchase agreements. During 
1973, 36,459 shares of treasury stock were sold under 
the plan to employees at prices averaging $28.90 per 
share, having an aggregate market value of $1,053,000 
(1,022 shares in 1972 at prices averaging $35.67 per 
share; market value $36,000). At December 31, 1973, 
$1,116,000 ($288,000 in 1972) was due from officers and 
key employees under the plan.

The changes in capital in excess of par value w ere-
1973 1972

Proceeds in excess of par value received 
from  the sale o f 37,059 treasury shares 
(2,560 in 1972) to o fficers and key 
employees under the stock purchase and 
stock option p lans. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $980,000 $71,000

SUNDSTRAND CORPORATION (DEC)

STOCKHOLDERS’ EQUITY 
Preferred stock, w ithou t par value, authorized

3,000,000 shares: $3.50 C um ulative Convertib le Pre
ferred Stock, authorized 783,484 shares, issued and 
o u ts ta n d in g -7 7 6 ,5 6 2  shares (preferentia l am ount on 
invo luntary liqu idation exceeds stated value by ap
proxim ately $69,100,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $777,000

Common stock, par value $1, authorized 15,000,000 
shares; issued 1973-5,560,971 shares, 1 9 7 2 -
5,472,242 s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . . . . . .  5,561,000

Additional contribu ted  c a p ita l . . . . . . . . . . . . . . . .  . . . . . . . . . . . .  54,734,000
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  88,133,000
Common stock reacquired and held in treasury at

cost, 197 3 -9 ,7 5 0  shares, 1972-49,37 4 s h a re s ... .  (262,000)
Unam ortized value of restricted stock is s u e d ... . . . . .  (1,209,000)

$147,734,000
Financial Summary
Stock Option and Restricted Stock P lans- At Decem

ber 31, 1973, 257,900 shares of common stock, includ
ing 1,200 shares for options granted under a non-quali
fie d  p lan , were reserved fo r issuance  to  e lig ib le  
employees under Sundstrand stock option plans. In ad
dition, 4,941 shares of the $3.50 preferred stock and 
3,369 shares of common stock were reserved for is
suance in partial satisfaction of deferred compensation 
liability. All options are at 100 percent of the quoted 
market value on the date of grant. Prices of options 
range from $14.41 to $34.92 a share (adjusted for stock 
split).

Available
For

G ranting O utstanding
December 31, 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  97,000 166,575
Options g ra n te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (63,100) 63,100
Options fo rfe ited  o r c a n c e le d . . . . . . . . . . . . . . . .  13,400 (13,775)
O ptions e x e rc is e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  (5,300)
December 31, 1973 . . . . . . . . . .    47,300 210,600

During 1973 and 1972, in accordance with the terms 
of the Sundstrand restricted stock plans, which were 
approved by the stockholders, 74,950 shares and 22,050 
shares, respectively, of common stock have been sold to 
key managerial employees at a price substantially below 
market price. This common stock may not be resold, ex
cept to Sundstrand, until the restrictions placed on 
these shares expire. The amount of compensation rep
resented by the effect of the sale of restricted stock is 
being amortized over the vesting period. At December 
31, 1973, 78,400 shares were reserved for future is
suance under restricted stock plans.
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TREASURY STOCK

Chapter 1B of ARB No. 43, as revised by APB Opinion 
No. 6, deals with accounting for treasury stock. Table 
2-55 shows that the prevalent method of presenting 
common treasury stock is to deduct treasury stock at 
cost from all other stockholders’ equity accounts. Pres
entations of preferred treasury stock are almost equally 
divided between the above mentioned method or de
ducting treasury stock at par or stated value from issued 
stock of the same class.

Sixty-eight companies held both common and pre
ferred treasury stock, 6 held only preferred treasury 
stock and 384 held only common treasury stock.

Examples of treasury stock presentations are shown 
below.

D eduction in S tockh o ld ers ’ Equity

BIRD & SON, INC. (DEC)

STOCKHOLDERS' EQUITY 
5% cum ulative preferred stock, par value 

$100 per share, callable at $110 per share:

1973 1972

Authorized and issued-1 5 ,0 0 0  s h a re s ... .
$2.75 convertib le preference stock, w ithou t 

par value, stated at $65 per share:

$1,500,000 $1,500,000

Authorized and issued-1 5 0 ,0 0 0  s h a re s .... 
Common stock, w ith o u t par value, stated 

at $1⅔  per share:

9,750,000 9,750,000

Authorized and issued -1 ,800 ,000  shares . 3,000,000 3,000,000
Other c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,483,000 1,477,000
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53,998,000 46,592,000

L e ss-T re a su ry  stock, at cost:
5% p re fe r re d -1,268 shares in 1973 (480 in

69,731,000 62,319,000

1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
$2.75 convertib le p re fe re n c e -141,157

(95,000) (41,000)

shares in 1973 (139,996 in 1 9 7 2 ). . . . . . . . .
C om m on-2 4 0 ,8 1 2  shares in 1973 (127,240

(9,175,000) (9,100,000)

in 1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,204,000) (1,200,000)
$56,257,000 $51,978,000

ESB INCORPORATED (MAR)
1973 1972

($ Thousands)

STOCKHOLDERS’ EQUITY:
Preferred stock, $1.00 par value; shares au

thorized, 1,000,000; shares issued, none $ - - - $ - - -
Common stock, $6.66⅔  par value; shares 

authorized, 10,000,000; shares issued, 
5,648,406 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,656 37,656

Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 111,562 103,284
Treasury stock, at cost; 1973, 160,281 

shares; 1972, 132,651 sh a re s . . . . . . . . . . . . . . (4,543) (3,457)
Total stockholders’ equity.......................... $144,675 $137,483

TA BLE 2-55: TR EA S U R Y STO C K -  B A LA N C E  
SH EET P R E S E N TA TIO N

Common Stock  1973 1972 1971 1970
Cost of treasury stock deducted 

from total of capital stock, addi
tional capital (if any), and re
tained earnings (*4 1 ,168,399) 357 336 328 328

Par or stated value of treasury 
stock  deducted fro m  issued stock
of the same class (*8 ,30 0 ,3 9 0 ) 51 63 63 69

Cost of treasury stock deducted 
from stock of the same class
(*1 2 8 ,3 9 8 ). . . . . . . . . . . . . . . . . . . . . . . .  8 13 14 12

Shown as a noncurrent asset
(*2 0 2 ,2 6 8 ). . . . . . . . . . . . . . . . . . . . . . . .  11 15 19 19

O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25 17 22 25

Subtotal......... .................. 452 444 446 453
Preferred Stock
Cost of treasury stock deducted 

from total o f capital stock, addi
tional capital (if any), and re
tained earnings (*265,467,713) 42 43 42 53

Par or stated value of treasury 
stock deducted from issued 
stock of the same class
(*250,323,451). . . . . . . . . . . . . . . . . . . . .  25 32 32 37

O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11 6 8 8

Subtotal...........................  78 81 82 98
Total Presentations.............  530 525 528 551

Number of Companies
Disclosing treasury s to c k . . . . . . . .  453 440 443 455
Not disclosing treasury s to c k . . .  147 160 157 145

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

Notes to Consolidated Financial Statements
Treasury S to ck-  The changes in treasury stock dur

ing the year ended March 31, 1973 were as follows:
Shares Cost

Balance, beginning of y e a r .. . . . . . . . . . . 132,651 $3,457,000
Purchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71,400 2.210,000
Stock options e x e rc is e d .. . . . . . . . . . . . . . . (43,770) (1,124,000)
Balance, end of year........................... 160,281 $4,543,000

GENERAL FOODS CORPORATION (MAR)
1973 1972

($ Thousands)
STOCKHOLDERS’ EQUITY (Note 11)
Common S tock Is s u e d . . . . . . . . . . . . . . . . . . . . . . . .  $ 50,792 $ 50,792
A dditional Paid-In C a p ita l. . . . . . . . . . . . . . . . . . . . .  143,881 143,881
Retained E a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  664,482 623,994
Common Stock Held in Treasury, at cost (30,621) (30,621)
Stockholders’ Equity.........................................  $828,534 $788,046
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Note 11: Capital Stock
1973 1972

Shares authorized
Preferred, $1 p a r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,000,000 3,000,000
Com m on, $1 p a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60,000,000 60,000,000

Shares issued
P re ferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  none none
C o m m o n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  50,791,680 50,791,680

L e ss-T re a su ry  S h a re s . . . . . . . . . . . . . . . . . . . . . . . . .  819,598 819,598
Common Shares Outstanding...................  49,972,082 49,972,082

Treasury stock includes 1,000 shares purchased dur
ing fiscal 1972 at a cost of $37,000. No treasury stock 
was acquired in fiscal 1973. Substantially all of the 
819,598 shares of common stock held in the treasury 
were purchased in fiscal 1969 and prior years and are 
reserved for use in future acquisitions. The 1,000,000 
treasury shares to be purchased under the program au
thorized early in fiscal 1974 will be reserved for stock 
option plans. At March 31, 1973, 2,784,838 shares of 
common stock were reserved for conversion of the 4⅝% 
Convertible Debentures and stock option plans.

MERCK & CO., INC. (DEC)
STOCKHOLDERS’ EQUITY 1973 1972
Cum ulative preferred s to c k . . . . . . . . . . . . . . . . . . .  $12,000,000 $12,000,000
Common s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,074,000 2,069,000
Other paid-in c a p ita l . . . . . . . . . . . . . . . . . . . . . . . . . . .  134,023,000 125,318,000
Deferred com pensation payable in com 

mon s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,937,000 14,448,000
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  561,393,000 474,863,000

724,427,000 628,698,000
Less treasury stock, at c o s t . . . . . . . . . . . . . . . . . .  28,917,000 20,465,000
Total stockholders’ equity.......................... 695,510,000 $608,233,000

Notes to Financial Statements
Note 5: Stockholders’ E qu ity- Authorized cumulative 

preferred stock is 150,000 shares without par value and 
redeemable at $102 per share. There were 120,000 
shares of $3.50 cumulative preferred stock issued, of 
which 86,352 shares were held in the treasury at Decem
ber 31, 1973.

Authorized common stock is 78,000,000 shares with 
a par value of $.02 7/9 each.There were 74,681,623 and 
74,510,031 shares issued at December 31, 1973 and 
1972 respectively, of which 23,667 and 35,627 shares re
spectively were held by a subsidiary to satisfy remaining 
obligations under the Kelco Stock Option Plan and were 
not outstanding. At December 31, 1973, 352,334 shares 
of common stock were held in the treasury. In addition, 
at December 31, 1973 and 1972, common shares not is
sued but contingently payable as deferred compensa
tion amounted to 409,522 and 421,971 shares respec
tively.

A summary of treasury stock transactions and bal
ance is as follows:

($ thousands)
1973 1972

Shares Cost Shares Cost

84.708
933

6,721 85,641 6,684

Cumulative Preferred Stock,
S3.50 Series

Balance, January 1 . . . . . . . . . . . . . . . .  85,641 $6,684
P urchases. . . . . . . . . . . . . . . . . . . . . . . . . .  711 37

Balance, December 31 ..........  86,352
Common Stock
Balance, January 1 . . . . . . . . . . . . . . . .  258,482 13,781
P urchases. . . . . . . . . . . . . . . . . . . . . . . . . .  116,900 10,430
Issued in payment of deferred

co m pe nsa tio n . . . . . . . . . . . . . . . . . . . .  (23,048) (2,015) (518)

Balance, December 31 ..........  352,334 22,196 258,482
Total Treasury Stock, December 

31................................  $28,917

$6,631
53

226,000
33,000

11,342
2,484

(45)

13,781

$20,465

TEXASGULF INC. (DEC)

STOCKHOLDERS’ EQUITY 1973 1972
Preferred stock, $1 par v a lu e - 

Authorized but unissued
5,000,000 shares. . . . . . . . . . . . . . . . .  $ - - - - -  $ - - - - -

Common stock, w ithou t par v a lu e -  Au
thorized 45,000,000 shares; issued as fo l
lows:

1973 1972
O u ts ta nd ing . . . . . . . . . . . . . . . . . . . . . . . .  30,447,377 30,407,572
In treasu ry . . . . . . . . . . . . . . . . . . . . . . . . . .  4,112,623 4,152,428

Issu e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34,560,000 34,560,000 $26,175,000 $26,175,000
Contributed c a p ita l. . . . . . . . . . . . . . .  $1,425,000 1,010,000
Retained ea rn ings. . . . . . . . . . . . . . . . .  437,900,000 383,446,000

465,500,000 410,631,000
Less cost of treasury s to c k . . . . .  25,134,000 25,377,000

Stockholders’ Equity............. $440,366,000 $385,254,000

WINN-DIXIE STORES, INC. (JUN)
STOCKHOLDERS’ EQUITY: 1973 1972
Capital stock (notes 4,6 and 7):
Common stock, $1 par value per share. Au

thorized 23,636,925 shares; issued 
12,955,140 (12,915,324 shares in 1972 as
a d ju s te d ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,955,140 $8,610,216

Class B com m on stock (accum ulating con
vertible), $1 par value p e r share. Authorized 
6,368,230 shares; issued 6,367,541 
(6,406,284 shares in 1972 as a d ju s te d ).. 6,367,541 4,270,856

Total Capital S to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19,322,681 12,881,072
Capital in excess of par value of capital

s to c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  6,363,858
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  207,068,400 180,311,552

226,391,081 199,556,482
Less cost o f com m on stock reacquired for 

em ployees’ stock purchase plan, stock op
tion plans, o r  fo r  o th e r c o rp o ra te  purposes,
161,197 shares (86,659 shares in 1972 as 
a d ju s te d ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Total stockholders’ equity..... ....................
3,257,303 933,031

$233,133,778 $198,623,451
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Included in A ssets D educted  from  S a m e  Issue

GENERAL MOTORS CORPORATION (DEC)

Common stock held for the Incentive Program (Note
6) ................................................................  $137,407,501

Notes to Financial Statements
Note 1 (in part): Significant Accounting Policies In

centive Program - A reserve is maintained for purposes 
of the Bonus Plan and Stock Option Plan to which may 
be credited each year an amount which the independent 
public accountants of the Corporation determine in ac
cordance with the provisions of the Bonus plan; howev
er, for any year the Bonus and Salary Committee may 
direct that a lesser amount be credited. Bonus awards 
under the Bonus Plan, contingent credits under the 
Stock Option Plan and such other amounts arising out 
of the operation of the Incentive Program as the Com
mittee may determine are charged to the reserve. As a 
result of tentative determinations of awards by the Com
mittee, the amou nt provided is transferred to current lia
bilities, other liabilities and deferred credits at Decem
ber 31.

If participants do not meet the preconditions entitling 
them  to rece ive  unde live red  instalm ents of bonus 
awards and contingent credits, the amount of any such 
instalments is credited to income. Upon the exercise of 
stock options, the related contingent credits are propor
tionately reduced with the amount of the reduction 
credited to income.

Note 6 (in part): Common Stock Held for the Incentive
Program

Shares Amount
Balance at beginning of the year.......... 1,693,625 $129,540,350
Acquired during the year...................... 839,190 57,296,450
Delivered to participants during the year. 
Revaluation in accordance with the Bonus

(654,927) (49,430,924)

Plan............................................. .
Balance at end of the year:
Held for instalment deliveries of bonus 

awards and contingent credits related to

1,625

prior years......................................
Available for contingent credits related to

823,807 62,428,888

outstanding stock options.................
Available for current bonus awards and

175,422 13,914,493

contingent credits............................ 887,659 61,064,120
Total................................................. 1,886,888 $137,407,501

ALLEGHENY LUDLUM INDUSTRIES, INC. (DEC)
($ thousands)

SHAREHOLDERS’ EQUITY:
Capital stock (Notes 5 and 6):
$3.00 Convertible Preferred Stock (involuntary liquid

ation value at December 31, 1973-$121,027,000).. $2,017
Common stock..................................... 4,744
Additional paid-in capital (Notes 5 and 6). 82,715
Retained earnings (Notes 4,8 and 10)......  182,854

$272,330
Note 5: Capital S to ck -  Following is a description of 

capital stock at December 31, 1973 and 1972:
Shares outstanding
1973 1972

$3.00 Convertible Preferred Stock-$1.00 
par value-authorized 2,200,000 shares. 2,017,122 2,017,052

Cumulative Preferred Stock, issuable in se
ries-no par value-authorized 1,000,000
shares............................................  ....... .......

Common stock-$1.00 par value-author
ized 20,000,000 shares......................  4,744,359 4,744,359
For presentation purposes, 4,500 common treasury 

shares in 1973 and 1972 have been offset against shares 
issued and the excess of cost over par value of $226,000 
applied to additional paid-in capital. The 1973 and 1972 
increases in $3.00 Convertible Preferred Stock resulted 
primarily from exercise of stock options.

Shares of $3.00 Convertible Preferred Stock may be 
converted at any time into Common Stock. At December 
31, 1973, the conversion rate, which is subject to adjust
ment, was on a share for share basis. The Corporation 
may redeem the $3.00 Convertible Preferred Stock in 
whole or in part at $64.00 per share through June 30, 
1974, and thereafter the redemption price is reduced by 
$1.00 each year until it is $60.00 per share after June 30, 
1977, plus in each case accrued dividends. In the event 
of voluntary liquidation, the holders of $3.00 Convertible 
Preferred Stock are entitled to receive an amount equal 
to the redemption price then in effect, plus accrued divi
dends.

At December 31, 1973, 2,426,799 shares of Common 
Stock were reserved for conversions of $3.00 Converti
ble Preferred Stock and 4% Convertible Subordinated 
Debentures and for outstanding options and the grant
ing of options under the employees’ stock option plan.

W. T. GRANT COMPANY (JAN)
COMMON STOCK OF W. T. GRANT COMPANY 
Held for Deferred Contingent Compensation Plan, at 

cost-155,400 and 145,400 shares, respectively.... $2,499,538
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BROWN GROUP, INC. (OCT)

STOCKHOLDERS’ EQUITY
Preferred Stock, $1 par value; authorized 1,000,000 

shares; none issued
Common Stock, $3.75 par value; authorized

12,000,000 shares; issued and outstanding 7,301,921 
shares in 1973 and 7,569,940 in 1972 (excluding 
shares held in treasury-60 0 ,0 3 5  in 1973 and 301,716
in 1 9 7 2 )- Note C . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 27,382,204

Additional c a p ita l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,062,796
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  145,314,825

$186,759,825

KELLOGG COMPANY (DEC)
STOCKHOLDERS’ EQUITY:
3½ % Cum ulative Preferred Stock, $100 Par V a lu e -

Authorized and issued 85,513 shares, less 61,526
shares in treasury (89,263 less 64,946 in 1 9 7 2 ).. . .  $ 2,398,700

Common Stock, $.50 Par V a lu e -  
Authorized 80,000,000 shares in 1973 and 40,000,000 

in 1972; issued 73,105,631 shares in 1973 and
36,432,807 shares in 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  36,552,816

Capital in Excess of Par V a lu e . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,918,934
Retained e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  265,573,782
Total Stockholders Equity.............................................  $319,444,232

Notes to Financial Statements
Note 5: Preferred S to ck-  The Company may redeem 

its outstanding preferred shares at a price of $101.50 
currently ($100 after 1985). Each year the Company 
must offer to purchase 3,750 shares of preferred stock 
at a current maximum price of $100.50 ($100 after 1975), 
or apply previously acquired shares (61,526 shares in 
treasury at December 31 , 1973) against this requirement.

STEWART-WARNER CORPORATION (DEC)
SHAREHOLDERS’ EQUITY:

Capital S tock (Note 3)
Common Stock:
A u th o riz e d - 10,000,000 shares of $2.50 par value 

each
Is s u e d - 4,316,044 s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 10,790,000
Less: Treasury s to c k -  191,299 shares (228,358 in 

1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  478,000
Outstanding- 4,124,745 shares (4,087,686 in 1972). $ 10,312,000
Capital in Excess of Par Value (Note 3 ) . . . . . . . . . . . . . . . .  34,585,000
Retained E a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  63,431,000
Total Shareholders’ Equity............................................  $108,328,000

NORTON SIMON INC. (JUN)
SHAREHOLDERS’ EQUITY:
Preferred stock.................................................  $ 18,342,000
Common stock.................................................. 39,246,000
Additional paid-in capital.................................... 301,313,000
Retained earnings..............................................  241,304,000
Total Shareholders’ Equity.................................  $600,205,000

Notes to Financial Statements
Capital Stock (in part) -  Authorized capital stock con

sists of 140,000,000 shares of $1 par value common 
stock and 10,000,000 shares of $5 par value preferred 
stock; 5,000,000 shares of preferred stock are designat
ed as Series A Convertible Preferred Stock, 49,360 as 
Series B Convertible Preferred Stock, 26,500 as Series C 
C o n v e r t ib le  P re fe rred  S to ck  and the  re m a in in g  
4,924,140 as undesignated. Changes in shares of capital 
stock were as follows:

Common Preferred 
Stock Stock

Shares outstanding, July 1, 1971, as previ
ously reported.................................  24,927,608 3,679,373

Pooling of interests............................. 11,606,076 ----
Restated balance, July 1, 1971 ............  36,533,684 3,679,373
Issued for:
Common stock dividend- 2½% ............ 587,124 ------
Exercise of stock options.....................  460,250 19,523
Conversion of debentures and preferred

stock.............................................. 10,522 (2,230)
Stock dividend of pooled company........ 227,508 ------
Other changes.................................... (16,602) (5,958)
Shares outstanding, June 30, 1972 ....... 37,802,486 3,690,708
Issued for:
Common stock dividend- 2½% ............ 654,594 ----
Exercise of stock options.....................  583,213 9,441
Conversion of debentures and preferred

stock.............................................. 140,212 (31,842)
Other changes.................................... 65,414 ----
Shares outstanding, June 30, 1973 .......  39,245,919 3,668,307

Common stock outstanding at June 30 , 1973 and 1972 
is after deducting 5,906,684 and 5,762,620 shares, re
spectively, held in treasury. Series A Convertible Pre
ferred Stock outstanding at June 30, 1973 and 1972 is 
after deducting 834,502 shares held in treasury.
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Section 3: Income Statement

TITLE OF INCOME STATEMENT

Table 3-1 summarizes the key word terms used in in
come statement titles. Eleven companies changed the 
key word term. Examples of income statement titles fol
low.

Incom e

BRIGGS & STRATTON CORPORATION 
Consolidated Statements o f Income

ELI LILLY AND COMPANY

Statement o f Consolidated Income and Reinvested 
Earnings

Earn ings

BRUNSWICK CORPORATION

Consolidated Statements o f Earnings

ESMARK, INC.

Consolidated. Statement of Current and Accumulated 
Earnings

MOTOROLA, INC.

TA B LE 3-1: IN C O M E  S T A T E M E N T  T ITLE
1973 1972 1971 1970

Incom e. . . . . . . . . . . . . . . . . . . . . . . . . . 378 376 375 380
E arn ings. . . . . . . . . . . . . . . . . . . . . . . 180 178 180 178
O p era tions . . . . . . . . . . . . . . . . . . . . 39 41 41 37
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 5 4 5

Total Companies............ 600 600 600 600

INTERPHOTO CORPORATION 
Consolidated Statements of Income (Loss)

FORM OF THE INCOME STATEMENT

The form of the income statement falls into two gen
eral types, namely, the “ single-step”  form and the 
“ multiple-step”  form. A substantial number of income 
statements, both single-step and multiple-step, showed 
such items as income taxes, operating results of discon
tinued operations, equity in earnings or losses of in
vestees, and minority interest in a separate last section.

Table 3-2 indicates that the “ single-step”  form is 
used more frequently than the “ multiple-step”  form.

Statements of Consolidated Earnings and Retained
Earnings TA BLE 3-2: IN C O M E  S T A TE M E N T FORM

O peration s Single-step form
Federal income tax shown as

1973 1972 1971 1970

separate last item (‘ 31, 3 7 3 , 682) 306 289 269 256
THE RATH PACKING COMPANY Federal income tax listed among

Statement o f Operations and Retained Earnings operating items ('25 .36 8 ,6 39) 
No provision shown for Federal

96 124 128 135

income t a x . . . . . . . . . . . . . . . . . . . . . . . - 2 4 6
UMC INDUSTRIES, INC. Subtotal........................... 402 415 401 397

Consolidated Statement of Operations Multiple-step form
Costs and expenses deducted

THE UNITED PIECE DYE WORKS from sales to show operating in-

Consolidated Statement of Operations & Retained
come (*1 0 6 ,2 7 4 ,7 6 7 ). . . . . . . . . .

Costs deducted from sales to
101 83 89 93

Earnings show gross m argin(*8 5 ,374,743) 97 98 110 110

O ther
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - 4

185 199 203Subtotal........................... 198

ASG INDUSTRIES INC.
Total C om panies. . . . . . . . . . . . . . . . . . 600 600 600 600

Statement o f Income and Expense
*Refer to Company Appendix Section
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REVENUE
Paragraph 148 of APB Statement No. 4 defines reve

nue.

148. Revenue and Realization. Revenue is a 
gross increase in assets or a gross decrease in lia
bilities recognized and measured in conformity 
with generally accepted accounting principles that 
results from those types of profit-directed activi
ties of an enterprise than can change owners’ eq
uity (see paragraph 134). Revenue under present 
generally accepted accounting principles is de
rived from three general activities: (a) selling prod
ucts, (b) rendering services and permitting others 
to use enterprise resources, which result in inter
est, rent, royalties, fees, and the like, and (c) dis
posing of resources other than products- for 
example, plant and equipment or investments in 
other entities. Revenue does not include receipt of 
assets purchased, proceeds of borrowing, invest
ments by owners, or adjustments of revenue of 
prior periods.

As to the presentation and disclosure of revenue 
items, APB Opinion No. 30, effective for events and 
transactions occurring after September 30 , 1973, states:

19. Judgment is required to segregate in the in
come statement the effects of events or transac
tions that are extraordinary items (as required by 
paragraph 11). The Board concludes that an event 
or transaction should be presumed to be an ordi
nary and usual activity of the reporting entity, the 
effects of which should be included in income 
from operations, unless the evidence clearly sup
ports its classification as an extraordinary item as 
defined in this Opinion.

26. A material event or transaction that is un
usual in nature or occurs infrequently but not 
both, and therefore does not meet both criteria for 
classification as an extraordinary item, should be 
reported as a separate component of income from 
continuing operations. The nature and financial 
effects of each event or transaction should be dis
closed on the face of the income statement or, al
ternatively, in notes to the financial statements. 
Gains or losses of a similar nature that are not in
dividually material should be aggregated. Such 
items should not be reported on the face of the in
come statement net of income taxes or in any 
manner inconsistent with the provisions of parag
raphs 8 and 11 of this Opinion or in any other 
manner that may imply that they are extraordinary 
items. Similarly, the earnings per share effects of 
those items should not be disclosed on the face of 
the income statement.

Table 3-3 summarizes the various captions used by 
the survey companies to describe revenue derived from 
selling products and/or rendering services. Table 3-4 
shows the nature of other sources of revenue. Excluded 
from Table 3-4 are those revenue items shown after the 
deduction for income taxes (see Table 3-26) or shown 
as extraordinary gains (see Table 3-27). Examples of

revenue items follow. See Tables 2-23 to 2-26 and Table
3-21, respectively, for additional examples of equity in 
earnings of investees and gains from translation adjust
ments.

R even u e  From Product S a les  And S erv ices

ADDRESSOGRAPH MULTIGRAPH CORPORATION (JUL) 

SALES AND OTHER INCOME:
Net sales.........................................................  $375,545,000
Service billings and machine rentals....................  114,304,000
Interest, discount and other income..... ...............  8,609,000

$498,458,000

CLAROSTAT MFG. CO., INC. (DEC) 
Net sales and other revenues.................... $14,882,157

FRUEHAUF CORPORATION (DEC)
REVENUES:
Commercial sales..............................................  $658,089,372
Lease equipment rentals..................................... 43,047,137
Defense sales...................................................  26,242,691
Sales and Rentals.........................................    $727,379,200

TA BLE 3-3: S A L E S -C A P T IO N  T ITLE
Net Sales
Net sales (*248, 499, 768). . . . . . . .
Net sales and operating revenue

(*44, 286, 7 2 4 ) . . . . . . . . . . . . . . . . . . .
Net sales combined with other 

terms (*199, 2 8 0 , 7 5 8 ). . . . . . . . . .

Subtotal...........................
Sales
Sales (*151, 367, 7 4 4 ) . . . . . . . . . . . .
Sales and operating revenue

(*220, 355, 7 2 1 ) . . . . . . . . . . . . . . . . . .
Sales combined with other terms 

(*160,189, 2 1 3 ) . . . . . . . . . . . . . . . . . .

Subtotal...........................
Other Captions
Revenue or gross operating in

come (*18, 236,  5 4 9 ) . . . . . . . . . . .
Gross sales, income, billings, 

shipments, e tc. . . . . . . . . . . . . . . . . . . .

Subtotal...........................
Total Companies.................
*Refer to Company Appendix Section.

1973 1972 1971 1970
365 366 365 361

26 23 28 33

17 18 20 17

408 407 413 411

93 94 85 89

45 42 42 42

11 11 15 16

149 147 142 147

25 24 24 22

18 22 21 20

43 46 45 42
600 600 600 600
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TA B LE 3-4; O THER R E VEN U E
Nature 1973 1972 1971 1970
Interest (*35, 297, 7 5 1 ). . . . . . . . . . .  174 172 165 192
Equity in earnings of investees.. 150 139 106 81
Dividends (*89 ,49 4 , 7 2 8 ). . . . . . . .  69 70 79 100
Royalties (*7 7 ,31 5 , 6 5 3 ). . . . . . . . .  55 61 49 44
Gains on dispositions of assets

(*13, 469, 7 4 7 ) . . . . . . . . . . . . . . . . . . .  53 30 25 27
Translation ad justm ents. . . . . . . . . .  16 15 19 N/C
O th e r- described (*111, 359,

7 3 9 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  73 74 40 95
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  408 436 438 454

Total Presentations....................... 998 997 921 993
Number of Companies
Presenting above ite m s . . . . . . . . . .  497 508 490 474
Not presenting above ite m s . . . . .  103 92 110 126

Total............................................ 600 600 600 600
N /C -N o t Compiled
*Refer to Company Appendix Section

HARNISCHFEGER CORPORATION (OCT)

REVENUES
Net sales of. p ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $200,891,692
License and technical service fe e s -  n e t . . . . . . . . . . . . . . .  3,316,291
O ther in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,382,135
Equity in earnings of unconsolidated subsidiaries and 

an associated c o m p a n y - net of related incom e taxes 637,967
$206,228,085

In te res t Incom e

AMERICAN HOSPITAL SUPPLY CORPORATION (DEC)
1973 1972

($ thousands)

Net sa le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $829,322 $688,270
Cost o f products s o ld . . . . . . . . . . . . . . . . . . . . . . . . . . 563,253 457,634

266,069 230,636
Selling, shipping, w arehousing and adm in

istrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 192,401 167,033
73,668 63,603

Other in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,067 3,219
Interest e x p e n s e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,756) (1,576)

Earnings before income ta x e s ................. 72,979 65,246
Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 33,120 30,150

Net earnings.................................................
Notes to Financial Statements

$ 39,859 $ 35,096

Note G (in part): Other Income, Income Taxes, and 
Costs and Expenses:

($ thousands)

OTHER INCOME:
1973 1972

In te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,224 $1,956
R o ya ltie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 853 760
Foreign exchange g a in s . . . . . . . . . . . . . . . . . . . . . .
Acquisition expenses, capital gains and

340 154

m isce llaneo us. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (350) 349
$2,067 $3,219

LOUISVILLE CEMENT COMPANY (DEC)
B illings to  c u s to m e rs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $61,675,165
Less fre ig h t and d is c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,055,569

$49,619,596

PITNEY-BOWES, INC. (DEC)
REVENUES FROM
S a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $241,772,000
R e n ta ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  97,880,000
S e rv ic e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  45,248,000
Total revenues................................................................. $384,900,000

Net sh ip m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

WHITE MOTOR CORPORATION (DEC)

SALES AND OTHER REVENUES:
Net s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Incom e before incom e taxes of unconsolidated f i

nance s u b s id ia r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Interest in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Gain on sale o f fixed assets and o th e r -  n e t . . . . . . . . .

($ thousands)

$1,179,425

8,632
1,802
3,229

$1,193,088

LEHIGH PORTLAND CEMENT COMPANY (DEC)
1973 1972

REVENUES
Sales, less d is c o u n ts . . . . . . . . . . . . . . . . . . . . . . . . . . .  $137,829,000 $125,204,000
Interest and o ther incom e (Note 5 ) . . . . . . . .  3,234,000 1,642,000

$141,063,000 $126,846,000
Note 5: Interest and Other Incom e- Interest and 

other income for the years ended December 31, 1973 
and 1972, are summarized below:

1973 1972
($ thousands)

Interest in c o m e .. . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . .
Gain on sales of real e s ta te . . . . . . . . . . . . . . . . . .
Rental and royalty in c o m e .. . . . . . . . . . . . . . . . . .
Gain on sinking fund debentures acquired 
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

$1,632 $1,006
545 —

489 304
497 88

71 244
$3,234 $1,642
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O W E N S - IL L IN O IS ,  IN C . (D E C )

REVENUES:
Net s a le s .........................................................
D iv idends........................................................
In te re s t.............................................................
Royalties and net technical assistance
Equity in earnings of associates............
Gains on sales of asse ts ..........................
O th er.................................................................

($ thousands)

$1,856,906
3,295
7,242

13,431
9,157
4,729
6,749

$1,901,509

R oyalty  Incom e

J A N T Z E N  IN C . (A U G )

SALES AND OTHER INCOME:
Net s a le s .....................................................................................  $95,634,016
Royalties.........................................................................  771,168
Other in c o m e .............................................................. ............  217,867

Total Sales and Other Income............................  $96,623,051
Notes to Financial Statements
Note 1 (in part): Royalty Incom e- R o y a lt ie s  a r e  in 

c lu d e d  in  in c o m e  a s  r e c e iv e d .

D ividend Incom e

A M E R IC A N  M E T A L  C L IM A X , IN C . (D E C )
1973 1972

($ thousands)

Earnings from operations...............................  $145,330 $87,820
Dividend income (page 2 9 ) ............................ 14,180 8,030
Interest expense, net and other (Note 4 ) . .  (9,960) (5,080)

Earnings before Federal and foreign in
come taxes....................................  $149,550 $90,770
Financial Review (Page 29)
Dividends from AMAX Investments in Other Compan

ies
1973 1972

($ thousands)
In Africa

Roan Consolidated Mines Lim ited ............ $ 9,670 $5,850
Tsumeb Corporation Lim ited....................... 2,700 1,210
O’okiep Copper Company L im ited ............ 1,400 750

M iscellaneous...................................................... 410 220

Total before U.S. tax..........................  $14,180 $8,030
Note 4: Interest Expense, Net and Other:

1973 1972
($ thousands)

Gross interest ex p e n s e .................................... $(40,920) $(32,640)
Interest capita lized............................................. 13,990 11,600
Interest incom e.................................................... 22,600 12,640
O th e r ....................................................................... (5,630) 3,320

$ (9,960) $ (5,080)

R O B E R T S H A W  C O N T R O L S  C O M P A N Y  (D E C )

REVENUES
Net s a le s .....................................................................................  $193,334,876
Dividends (1 9 7 3 - $171,885; 1 9 7 2 - $109,389) and eq

uity in undistributed earnings of unconsolidated for
eign subsidiaries and associated co m p an y .............. 2,253,076

Gain from sale of p ro p e rty .................................................  1,230,134
Other rev e n u e ........................................................................... 1,076,656

$197,894,742

W E IG H T  W A T C H E R S  IN T E R N A T IO N A L ,  IN C . (S E P )  

REVENUES:
Franchise com m issions........................................................  $ 7,715,000
Lecture in c o m e - company operated c lass es ............. 4,789,000
Circulation, advertising and other magazine revenues 3,031,000
Sales of Weight Watchers products and a id s ............  912,000
Sates of franchise te rrito rie s ..............................................  41,000
R oyalties- food products.................................................... 1,187,000
R oyalties - b o o k s .................................................................... 532,000
Interest and other incom e.................................................... 313,000

Total Revenues................................................  $18,520,000

G ain  From S a le  of A ssets

E L E C T R IC  H O S E  &  R U B B E R  C O M P A N Y  (A U G )

Net sa les .................................................................................  $44,019,800
Gain on sale of p ro p erty - Note 9 ..............................  282,200
Other revenues...................................................................... 114,100

$44,416,100
Note 9: Gain on Sale of P roperty- G a in  o n  s a le  o f  

p r o p e r ty  r e p r e s e n ts  a  p r e ta x  g a in  o f  $ 2 8 2 ,2 0 0  r e s u lt in g  
f r o m  t h e  s a le  o f  a  w a r e h o u s e  lo c a te d  in  S k o k ie ,  I l l in o is .  
T h e  n e t  g a in  a f t e r  t a x e s  a p p r o x im a t e d  $ 1 9 6 ,3 0 0 .

R E Y N O L D S  M E T A L S  C O M P A N Y  (D E C )
($ thousands)

REVENUES
Net s a le s ..................................................................................... $1,449,751
Equity in net income of unconsolidated subsidiaries 

and associated companies (dividends: 1 9 7 3 -
$3,155,000; 1 9 7 2 - $ 2 ,77 2 ,0 00 )......................................  8,473

Gain on mineral p roperties- Note L ..............................  15,282
Interest and other incom e.................................................... 13,119

$1,486,625
Note L: Gain on Mineral Properties- In  th e  fo u r th  

q u a r te r  o f  1 9 7 3  th e  C o m p a n y  t r a n s fe r r e d  to  T e x a c o  In c .  
a  m a jo r  p o r t io n  o f  its  in te r e s ts  in  o v e r  3 0 ,0 0 0  a c r e s  o f  
la n d  o w n e d  a n d  h e ld  u n d e r  c o n t r a c t ,  a s  w e ll  a s  a s s o c i
a te d  c o a l a n d  w a t e r  r ig h ts  a n d  p e rm its ,  lo c a te d  in  
W y o m in g .  P u r s u a n t  to  th is  t r a n s fe r ,  t h e  C o m p a n y  h a s  
r e c o r d e d  a  g a in  o f  $ 1 5 ,2 8 2 ,0 0 0  w h ic h ,  a f t e r  a p p l ic a b le  
in c o m e  ta x e s ,  h a d  a  $ 1 0 ,5 0 0 ,0 0 0  e f f e c t  o n  n e t  in c o m e  
f o r  th e  y e a r . T h e  a g r e e m e n t  a ls o  p r o v id e s  t h a t  th e  C o m 
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pany sha ll rece ive  m in im um  advance royalties of 
$12,000,000 per year for the next ten years beginning in 
1974 to apply against the first 700 million tons of coal to 
be mined. Thereafter the Company is to receive a royalty 
of twenty cents per ton of coal mined, with provision for 
escalation. The Company has retained certain land, coal 
and water rights in Wyoming to provide for future man
ufacturing operations.

THE SUPERIOR OIL COMPANY (DEC)
OTHER INCOME (EXPENSE)
Dividends and miscellaneous in c o m e .............................  $8,801,000
Gain on sale of 205,000 shares of Texaco s to c k .......  4,747,000
Equity in earnings (losses) of affiliated co m pan ies... 12,021,000
Interest expense.......................................................................  (14,368,000)
Income ta x e s ....................................................................................  (5,051,000)

$6,150,000

Note 4 (in part): Long-Term Debt and Restrictions on 
Dividends and Other Payments- The long-term debt at 
December 31, 1973 and 1972 consists of:

O ther

ENGELHARD MINERALS & CHEMICALS CORPORATION
(DEC)

Notes to Consolidated Financial Statements
Note 4: Non-recurring Income and Expense—  Earn

ings before income taxes for the year 1973 include the 
following items of non-recurring income and expense 
applicable to the Englehard Industries Division (in thou
sands of dollars):
Gains arising from permanent reductions of precious 

metals inventories carried on the last-in, first-out
(LIFO) method of va lu a tio n ............................................. $6,113

Non-recurring expenses-
Pre-operating expenses of automobile catalyst pro

gram .........................................................................................  (2,923)
Expenses in connection with relocation of certain pre

cious metals operations...................................................  (1,789)
Write-down of slow moving inventories to estimated

realizable va lu e ....................    (1,419)
Net effect of above items on earnings before income 

ta x e s .........................................................................................  $ (18)

4⅝% convertible subordinated debentures
1973 1972

due October 1, 1987 .....................................
4¾% convertible unsecured loan stock of 

overseas subsidiary due February 2 8 ,  1989

$ 8,026,000 $ 9,328,000

(2,000,000 pound sterling)..........................
5¼% notes payable, final maturity April,

4,700,000 4,700,000

1974 ..................................................................... 5,400 185,188
7% note payable due $89,264 quarterly .... 535,582 —

4¾% notes p a y a b le .......................................... — 400,000

13,266,982 14,613,188
Less current p o rtio n ......................................... 362,455 579,788

$12,904,527 $14,033,400

The 4⅝% convertible subordinated debentures are 
convertible at any time into common stock at $36.35 per 
share, subject to adjustment in certain events. At De
cember 31, 1973, 220,798 shares of the authorized com
mon stock are reserved for the debenture conversion. 
The debentures are redeemable at the option of the 
Company to October 1, 1974, at a redemption price of 
103.125% plus accrued interest and subsequently at 
prices declining annually. During 1973 and 1972, the 
Company repurchased $1,302,000 and $657,000, respec
tively, of the debentures with the resulting gains in
cluded in earnings. Sinking fund payments of $666,000 
are required annually through 1986. Conversions, repur
chases and redemptions which may be applied against 
s in k in g  fu n d  payments have occurred in su ffic ien t 
amount to cover the 1974 and a substantial portion of 
the 1975 requirement.

HARSCO CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies:

F o re ig n  Investm ent G ra n ts -  Foreign investment 
grants are deferred and amortized over the average use
ful lives of the related property. The amortization of the 
grants is included in consolidated net income as other 
income.

Note 2 (in part): International Operations- Foreign 
investment grants included in the consolidated state
ments of income amounted to $329,000 in 1973 and 
$386,000 in 1972.

G ID D IN G S  &  L E W IS

1973 1972
OTHER INCOME (DEDUCTIONS):
Profit on disposal of property and equip

ment .................................................................... $463,708 $451,671
Gain on repurchase of convertible deben

tures (Note 4 ) .................................................. 439,796 207,439
Interest expen se ................................................. (1,597,565) (1,436,336)
Miscellaneous in c o m e -n e t ............................ 435,508 504,112

$(258,553) $(273,114)

HAZELTINE CORPORATION (DEC)
REVENUES
Sales (Note 9 ) ..........................................................................  $75,915,585
Patent income (Note 2 ) ........................................................  3,464,021

Total re v e n u e s ........................................................................  $79,379,606

Notes to Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies
Revenue Recognition- Sales of products and ser
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vices to customers, and sales after March 31, 1973 of 
computer peripheral equipment to an unrelated leasing 
company, which are outright sales (see Note 9), are re
ported in operating results at the time of delivery of 
product or performance of services pursuant to con
tractual terms. Sales of computer peripheral equipment 
to an unrelated leasing company prior to April 1, 1973 
are reported in operating results only to the extent of 
revenues related to the rental period or to any subse
quent renewal thereof. Patent income is recognized in 
operating results when the amounts due are reported to 
the Company.

Note 2: Patent Incom e- Certain significant United 
States color television patents owned and licensed by 
Hazeltine Research, Inc. expired in December 1973 and 
any income from those patents thereafter would depend 
on Hazeltine Research, Inc. obtaining payment for use 
of the patented inventions in color television products 
manufactured prior to the expiration of the patents by 
unlicensed companies.

Patent revenues of Hazeltine Research, Inc. amounted 
to $2,375,000 fo r  1973 and $2,892,000, including 
$680,000 for prior year’s patent usage, for 1972. A num
ber of Hazeltine Corporation’s principal foreign patents 
continue for additional years.

Note 9: Sales to Leasing Company- In 1973 the 
Company entered into an arrangement with U.S. Leas
ing International, Inc. and The St. Paul Companies 
which provides financing to assist the Company in mar
keting computer terminals and related equipment taken 
by customers on one-year rental. Under that arrange
ment, an unrelated leasing company jointly owned by 
U.S. Leasing and St. Paul, has agreed to purchase on an 
outright basis during the period ending June 30, 1974 
up to $13.5 million of computer peripheral equipment 
for delivery to rental customers. The leasing company 
may elect by April 1, 1974 to extend the agreement to 
purchase up to an additional $17.5 million of such 
equipment for an additional year. As at December 31, 
1973, sales to the leasing company under this arrange
ment aggregated $4.3 million.

The Company is not subject to any risk or obligation 
to remarket equipment which may be returned by the 
rental customers.

In connection with this arrangement, the Company 
granted to U.S. Leasing and St. Paul options for each of 
them to purchase up to 25,000 shares of common stock 
at $10 per share over five years. The options on half of 
these shares cannot be exercised unless the leasing 
company elects to extend the agreement for the addi
tional $17.5 million for the second year.

MILTON ROY COMPANY (DEC)

Notes to Consolidated Financial Statements

Note 1 ( in part): Changes in reporting entity—  During 
1973 the Company acquired for $50,000 cash a 50% in
terest in MilRoy-Extracorporeal, Inc., a joint venture 
which was formed to engage in sales, development and 
servicing of kidney dialysis machines and related equip

ment. These products are manufactured by the Compa
ny and marketed by Extracorporeal Medical Specialties, 
Inc., (EMSI), the other 50% shareholder. In connection 
with the formation of this venture, EMSI issued 10,000 
(adjusted for the 2 for 1 stock split on November 26, 
1973) of its common shares to the Company and EMSI 
was granted the exclusive distribution rights for the 
above p ro d u c ts  in the  U n ited  S ta tes and Canada 
through June, 1983. The fair market value of these 
shares, $162,720, has been included in other income. 
The Company may receive up to 16,000 additional 
shares if certain minimum sales levels are not met by 
EMSI through 1976.

OPELIKA MANUFACTURING CORPORATION (SEP)
Income from operations.......................................................  $3,117,701
Other income and (Expenses):

Sale of cotton contract (Note K ) ................................... 985,125

Note K:Sale of Cotton C ontract- In September of 
1973 the Company sold for $985,125 a contract (dated 
April 17, 1973) to purchase for delivery at a future date 
approximately 2,775,000 pounds of raw cotton at 30½c 
per pound. The amount of $985,125 represents the dif
ference between the market price prevailing at the date 
of sale (66c per pound) and the contract price.

SEABOARD ALLIED MILLING CORPORATION 
Operating income.............................................
OTHER INCOME:
R e n t ..............................................................................................
Interest:

Foreign subsidiaries...........................................................
O th er........................................................................................

Equity in earnings of 50% owned joint ventures and
domestic subsidiary (note 1 ) ..........................................

Management and service fees from foreign subsidiar
ies ..............................................................................................

O th er.............................................................................................

OTHER CHARGES:
Interest and debt am ortiza tion ...........................................
Loss on sale or abandonment of property, plant and

eq u ip m e n t..............................................................................
O th er.............................................................................................

Earnings before Federal taxes on income............

(MAY)
$5,464,507

52,186

38,215
89,994

267,132

129,924
188,938

766,389

6,230,896

2,244,055

301,135
148,923

2,694,113

$3,536,783
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A. 0. SMITH CORPORATION (DEC)

OTHER INCOME (DEDUCTIONS):
Interest expense.......................................................................
Insurance proceeds in excess of net book value of

property destroyed by f i r e ...............................................
Provision for loss on net assets relating to sale of divi

sion ..........................................................................................
O th e r -n e t ..................................................................................

1973 In Review/Finance

($ thousands)

$(6,616)

1,798

(3,040)
1,266

$(6,592)

Earnings (in p a rt)-  Record earnings in 1973 were 
$15,162,000, or $3,08 per share, as compared with 
$9,944,000, or $2.02 per share in 1972, or an increase of 
52 percent. Earnings improvements were achieved by 
most operations with the most significant improvements 
being registered by the Automotive division and the 
Electric Motor division, both of which achieved record 
earnings levels in 1973. The company’s elevator subsidi
aries, which suffered losses in 1972 as a result of the 
strikes by construction and maintenance workers in the 
elevator industry, substantially reduced their losses in 
1973.

Notwithstanding record earnings, profit margins were 
at a less than satisfactory level because of several major 
operating units incurring excess costs due to operating 
beyond efficient capacity and because of the adverse 
impact of price controls.

Included in earnings is an after tax gain of $1,156,000, 
or $.23 per share, (after providing for income taxes of 
$642,000) resulting from insurance proceeds, based on 
replacement value, in excess of the net book value of a 
Milwaukee frame painting facility destroyed by fire dur
ing 1973.

TA B LE 3-5: C O ST OF G O O DS  
SO LD -  PR E S E N TA T IO N

Single Amount For 1973 1972 1971 1970
Cost of goods sold (*128, 282,

7 6 5 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  467 447 451 445
Cost of goods sold combined 

with other expenses (*97, 309,
7 2 4 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  87 96 90 106

Manufacturing cost of goods sold
(* 2 8 ,  3 3 5 , 5 0 0 ). . . . . . . . . . . . . . . . . . .  9 11 11 12

Elements of cost (*382, 62 0 ).. . .  15 18 18 10

Subtotal.................................  578 572 570 573
Two or More Amounts For
Elements of cost (*1 9 5 , 5 4 9 , 598) 13 12 16 13
Categories o f cost (*126, 537,

5 7 0 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 16 14 14

Subtotal... ..............................  22 28 30 27
Total Companies....................  600 600 600 600
*Refer to Company Appendix Section.

EXPENSES

Paragraph 154 of APB Statement No. 4 defines ex
penses.

154. Expense Recognition. Expenses are gross 
decreases in assets or gross increases in liabilities 
recognized and measured in conformity with gen
erally accepted accounting principles that result 
from those types of profit-directed activities of an 
enterprise than can change owners’ equity (see 
paragraph 134). Important classes of expenses are 
(1) costs of assets used to produce revenue (for 
example, cost of goods sold, selling and adminis
trative expenses, and interest expense), (2) ex
penses from non-reciprocal transfers and casual
ties (for example, taxes, fires and theft), (3) costs 
of assets other than products (for example, plant 
and equipment or investments in other com
panies) disposed of, (4) costs incurred in unsuc
cessful efforts, and (5) declines in market prices of 
inventories held for sale. Expenses do not include 
repayments of borrowing, expenditures to acquire 
assets, distributions to owners (including acquisi
tion of treasury stock), or adjustments of expenses 
of prior periods.

As to the presentation and disclosure of expense 
items, APB Opinion No. 3 0 -  effective for events and 
transactions occurring after September 30 , 1973, states:

19. Judgment is required to segregate in the in
come statement the effects of events or transac
tions that are extraordinary items (as required by 
paragraph 11). The Board concludes that an event 
or transaction should be presumed to be an ordi
nary and usual activity of the reporting entity, the 
effects of which should be included in income 
from operations, unless the evidence clearly sup
ports its classification as an extraordinary item as 
defined in this Opinion.

26. A material event or transaction that is un
usual in nature or occurs infrequently but not 
both, and therefore does not meet both criteria for 
classification as an extraordinary item, should be 
reported as a separate component of income from 
continuing operations. The nature and financial 
effects of each event or transaction should be dis
closed on the face of the income statement or, al
ternatively, in notes to the financial statements. 
Gains or losses of a similar nature that are not in
dividually material should be aggregated. Such 
items should not be reported on the face of the in
come statement net of income taxes or in any 
manner inconsistent with the provisions of parag
raphs 8 and 11 of this Opinion or in any other 
manner that may imply that they are extraordinary 
items. Similarly, the earnings per share effects of 
those items should not be disclosed on the face of 
the income statement.

Table 3-5 reveals that most of the survey companies 
show a single caption and amount for cost of goods
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TA BLE 3-6: EX PE N SE S IN C U R R E D  TO  PRO DUCE  
REVEN U E

S e p a ra te
C a p tio n

C o m b in e d
C a p tio n

S e llin g  (m a rk e t in g ) ,  g e n e ra l a n d  a d m in is 
t ra t iv e  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 243 77

S e llin g  a n d  a d m in is t ra t iv e  o r  g e n e r a l . . . . . 112 78
G e n e ra l a n d /o r  a d m in is t r a t i v e . . . . . . . . . . . . . . . 31 25
S e l l i n g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7 23
O p e r a t in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18 58
Total Presentations................................... 411 261
I n t e r e s t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 498 35
R e s e a rc h , d e v e lo p m e n t,  e n g in e e r in g ,  e tc . 43 82
E m p lo y e e  b e n e f i t  p la n s . . . . . . . . . . . . . . . . . . . . . . . . 40 16
D e liv e ry , d is t r ib u t io n ,  e t c . . . . . . . . . . . . . . . . . . . . . . . 8 54
A d v e r t i s in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8 23
R e n t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 12
E x p lo ra t io n ,  d ry  h o le s , a b a n d o n m e n ts . . . . 13 8
B ad  d e b t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10 -

M a in te n a n c e  a n d  r e p a i r s . . . . . . . . . . . . . . . . . . . . . . 11 1
O t h e r -  d e s c r ib e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15 26

Total Presentations. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 661 257

Cost of G oods Sold

AMERICAN BAKERIES COMPANY (DEC)

COSTS AND EXPENSES:
Cost of products sold.............................................................  $203,670,653
Selling and delivery expenses............................................ 125,439,646
General and administrative expenses..............................  19,663,988
Interest expense.......................................................................  1,566,384

$350,340,671

ERB LUMBER CO. (DEC)
EXPENSES
Cost of lumber and other building materials s o ld ..... $ 29,348,824
Cost of real estate s o ld .......... .............................................  1,955,422
Rental property expense, excluding depreciation and

in te rest..................................................................................... 486,204
Yard, delivery, selling, administrative and other ex

penses, excluding depreciation and in terest.............. 7,667,483
Depreciation expense:

O perations.............................................................................. 478,366
Rental p ro p erty .................................................................... 161,535

Interest expense.......................................................................  1,148,415

Total Expenses................................................................. $41,246,249

sold. Tables 3-6 and 3-7 show the nature of expense 
items other than cost of goods sold. Excluded from Ta
bles 3-6 and 3-7 are income taxes (see Tables 3-15 and 
3-16) and expense items shown after the deduction for 
income taxes (see Table 3-26) or as extraordinary losses 
(see Table 3-27). See Tables 2-23 to 2-26, Table 2-43, 
and Table 3-21, respectively, for additional examples of 
equity in losses of investees, minority interests, and 
losses from translation adjustments.

ELI LILLY AND COMPANY (DEC)
COSTS AND EXPENSES
Manufacturing costs of products s o ld ............................ $342,670,095
Research and developm ent.................................................. 83,295,348
M a rke tin g .................................................................................... 175,190,702
S h ip p ing ......................................................................................  27,393,136
General adm inistrative........................................................... 92,383,452
Foreign exchange losses (g a in s )- Notes A and B ... (163,864)
In te re s t........................................................................................  7,290,747
Other deductions.....................................................................  16,198,066

$744,257,682

TA B LE 3-7: O THER EX PE N SE S

Taxes other than income taxes
1973 1972 1971 1970

(*69, 437, 6 8 3 ) . . . . . . . . . . . . . . . . . . . 56 53 49 56
Minority in te re s t. . . . . . . . . . . . . . . . . . .
Losses on dispositions of assets

52 55 63 52

(*175, 479, 6 0 2 ) . . . . . . . . . . . . . . . . . . 16 9 9 20
Equity in losses of investees... 11 20 13 10
Translation A d jus tm en ts . . . . . . . . . 4 18 13 17
O ther-described (*6,  308, 588).. 38 53 21 42
“ O th e r " . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126 129 147 140

Total Presentations.................... 303 337 315 337

*R e fe r  t o  C o m p a n y  A p p e n d ix  S e c t io n .

OXFORD INDUSTRIES, INC. (MAY)
COSTS AND EXPENSES:
Cost of goods s o ld ................................................................  $145,819,166
Selling, general and adm inistrative.................................  39,838,596
In te re s t........................................................................................  1,587,743

$187,245,505

TYSON FOODS, INC. (SEP)
S a le s .............................................................................................  $162,516,991
Cost of S a les ...................................................................................  139,833,330

Gross Margin on Sales........................................................  $22,683,661

UNITED FOODS, INC. (FEB)
COST OF SALES AND SERVICES:
Cost of products s o ld ............................................................ $72,586,741
Cost of services.......................................................................  1,048,681

Total cost of sales and services.................................  $73,635,422
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In te re s t Expense

CLARK EQUIPMENT COMPANY (DEC)

JEWEL COMPANIES, INC. (JAN)

1973 1972
($ Thousands)

COSTS AND EXPENSES:
Cost of goods s o ld . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $915,514 $742,091
Selling, general and adm inistrative expens

es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 99,983 82,222
Interest paid on outside b o rro w in g s . . . . . . . 13,905 9,061
Interest and service charges paid to fi

nance subsidiaries (Page 4 ) . . . . . . . . . . . . . . . 30,011 17,269
$1,059,413 $850,643

Financial Review (Page 4)
Incom e- Consolidated net income increased from 

$40.4 million to $55.2 million, an increase of 37%. Be
cause of s ign ifican t inter-com pany transactions in 
volved in sales of products manufactured overseas, it is 
not practicable to determine precisely the share of con
solidated net income attributable to sources outside the 
United States. Profit margins on these sales have been 
generally comparable to margins experienced on U.S. 
sales. License fees from associates outside the U.S. and 
Canada are shown in the Statement of Income (Page 9).

Per share earnings are based on the average number 
of shares outstanding during the years. If the shares re
served for convertible debentures had been outstanding 
and if all outstanding stock options had been exercised 
during the years, income per share would have been 
$4.05 in 1973 and $2.96 in 1972, a potential dilution of 
less than 3%.

Clark Equipment Company made payments to Clark 
Equipment Credit Corporation, as a supplement to reg
u la r paym ents fo r  se rv ices  and f in a n c in g , which 
amounted to $10.6 million in 1973 and $4.7 million in 
1972. These supplemental payments had the effect of 
raising the net income of Clark Credit by $5.5 million in 
1973 and by $2.4 million in 1972 but had no effect on 
consolidated net income. The Company is not contract
ually obligated to Clark Credit to make any further such 
supplemental payments, although it is its present inten
tion to do so.

Interest and service charges paid to finance subsidi
aries include the following:

Am ounts in Thousands

1973 1972
Interest on insta llm ent o b lig a tio n s . . . . . . . . . $5,674 $4,583
Factoring charges outside the U.S.. . . . . . . . . 6,083 4,330
Service c h a rg e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,618 3,682
Supplem ental p a ym e n ts . . . . . . . . . . . . . . . . . . . . . . . 10,636 4,674

$30,011 $17,269

1974 1973

SALES:

($ thousands)

Food s to re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,631,361 $1,464,962
Drug s to re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 256,691 232,868
Self-Service departm ent s to re s . . . . . . . . . . . . . . 181,389 173,270
Direct m arketing d iv is io n . . . . . . . . . . . . . . . . . . . . . . 88,508 87,575
Other sales and reve n u e s. . . . . . . . . . . . . . . . . . . . . 61,652 50,619
T o t a l s a le s

COST OF DOING BUSINESS:
2,219,601 2,009,294

Cost o f goods s o ld . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,762,198 1,578,810
Selling, general and adm inistrative ex

pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 400,244 376,887
2,162,442 1,955,697

OPERATING IN C O M E .. . . . . . . . . . . . . . . . . . . . . . . . . 57,159 53,597
FOREIGN IN C O M E .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,467 4,271
INTEREST IN C O M E.. . . . . . . . . . . . . . . . . . . . . . . . . . . .
INTEREST EXPENSE:

529 404

O bligations of Jewel Companies, Inc...... (8,008) (5,577)
O bligations of real estate a ff i l ia te s ........ (7,082) (5,994)
Earnings Before Income Taxes................ 48,065 46,701

Notes to Financial Statements

Costs and Expenses- Set forth below is a compara
tive summary of significant costs and expenses:

1973 1972

Depreciation and am ortization 
Jewel Companies, Inc.

($ thousands)

B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,452 $ 1,359
E q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,531 23,588

Real estate affiliates
28,983 24,947

B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,295 2,677
E q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 80 84

3,375 2,761

Taxes, o ther than income
$32,358 $27,708

P a y ro ll. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19,834 $15,532
P ro p e rty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,638 9,426
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,888 1,606

Rents
$31,360 $26,564

Real e s ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $22,035 $20,607
Personal p ro p e rty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,599 3,138

$25,634 $23,745
A d v e rtis in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Retirem ent benefit plans

$23,875 $21,140

Profit sharing p la n s . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 9,113 $ 8,653
Industry pension and other p la n s ........ 2,373 1,958

$11,486 $10,611
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Taxes Other Than Federal Income Taxes Research A nd /O r Developm ent Expense

ASSOCIATED DRY GOODS CORPORATION (JAN)
1974 1973

COSTS AND EXPENSES:
Cost of goods sold and expenses, exclu

sive of items listed b e lo w .......................$1,050,259,000 $ 955,979,000
R e n t....................................................................  22,526,000 20,000,000
Depreciation and am ortization.................  19,827,000 17,941,000
Maintenance and re p a irs ...........................  11,816,000 10,931,000
Taxes, other than federal income taxes 40,225,000 36,047,000
In terest............................................................... 13,180,000 10,062,000
Retirement plan contributions.................  4,279,000 4,592,000

$1,162,112,000 $1,055,552,000
The Year in Review (Page 12)

Taxes (in part)—  Taxes other than federal income 
taxes are as follows:

1974 1973
State and local income ta x e s .......................  $ 5,456,000 $ 5,341,000
Payroll ta x e s ........................................................  16,805,000 13,654,000
Real estate and personal property taxes .. 14,510,000 14,555,000
Other ta x e s ..........................................................  3,454,000 2,497,000

Total................................................. $40,225,000 $36,047,000
Thus, the total taxes incurred by Associated this year 

were $79,196,000, compared to $72,985,000 in 1972. It is 
interesting to note that such taxes represent 170% and 
171%, respectively, of the Company’s net earnings.

The Company’s Federal income tax returns for fiscal 
years 1970 and prior have been audited and accepted 
substantially as filed by the Internal Revenue Service.

PARKER-HANNIFIN CORPORATION (JUN)
COSTS AND EXPENSES:
Cost of sales, excluding items listed b e lo w ................  $237,543,380
Selling, general and administrative expense................  39,879,894
Depreciation and am ortiza tion ..........................................  8,477,700
State and local taxes, other than income and payroll

tax es .........................................................................................  2,897,296
In te re s t........................................................................................  4,450,638

$293,248,908

ABBOTT LABORATORIES (DEC)
COSTS AND EXPENSES
Cost of products s o ld ..........................................   $331,806,000
Research and developm ent.................................................  36,294,000
Selling, general and adm inistrative.................................  174,406,000
Interest, n e t ........................................................................    9,240,000
Taxes on earn ings..................................................................  22,655,000

$574,401,000
Summary of Significant Accounting Policies
Research and Development Expenditures- Expendi

tures for research and development are charged to in
come as incurred.

HOFFMAN ELECTRONICS CORPORATION (DEC)

COSTS AND EXPENSES:
Cost of s a le s ..............................    $40,101,560
Selling and advertis ing.........................................................  2,386,819
Adm inistrative............................................................................ 5,863,841
Research and development (Note 1 ) ...............................  1,000,757

$49,352,977
Note 1 (in part): Research and Development Expendi

tu res- The company expenses research and develop
ment costs as incurred, except as follows:

Research and development costs applicable to specific 
product lines are capitalized only to the extent that they 
can be realized from firm orders.

Product development costs applicable to audiovisual 
learning techniques are capitalized as incurred, and 
amortized as units are sold, within a maximum period of 
two years.

PPG INDUSTRIES, INC. (DEC)
OTHER EXPENSES:
Selling, general and administrative expenses.............. $218,326,000
Depreciation expense............................................................. 63,676,000
Taxes-exclusive of taxes on in c o m e.............................  44,404,000
Research and developm ent.................................................  40,804,000
Interest expense.......................................................................  24,317,000
Equity in net losses of equity a ffilia te s .........................  7,823,000
Other c h a rg e s -n e t .......................    4,215,000

Total Other Expenses........................................ $403,565,000

RAYTHEON COMPANY (DEC)

Cost of s a le s ............................................................................. $1,322,302,347
Administrative and selling exp en ses...............................  146,960,617
Research and development expenses (note A ) ........... 35,453,214
Interest expense, less interest income:
1973-$4,580,700; 1972-$3,564 ,765 ................................  6,266,163
Other (income) expense -  n e t .........................................  (6,119,640)

$1,504,862,701
Note A (in part): Accounting Policies
Research and Development Expenses- Research 

and development expenditures for company-sponsored 
projects are expensed as incurred.
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E m ployee B en efit Plan Expense

AMERICAN CYANAMID COMPANY (DEC)
($ thousands)

EXPENSES:
Manufacturing cost of sales less depreciation and de

pletion ......................................................................................
Selling and advertising expen ses .....................................
Administrative and general expenses..............................
Depreciation and dep letio n .................................................
Research and process development expenses............
Employees' benefits (Note 7 ) ..............................................

$ 775,512 
270,584 

60,683 
69,128
47,918
48,919

$1,272,744
Note 7: Employees’ Benefits include the cost of 

pension, group insurance and social security programs. 
The company and its consolidated subsidiaries have 
various pension plans covering substantially all their 
em ployees in c lu d in g  certain employees in foreign 
countries. The company’s policy generally is to accrue 
and fund pension costs over the service lives of the cov
ered employees. The total pension expense was $10,386 
for 1973 and $9,313 for 1972.

ZENITH RADIO CORPORATION (DEC)
1973 1972

($ thousands)

COSTS AND EXPENSES, LESS OTHER IN
COME:

Cost of s a l e s ..................................................  $761,456 $575,769
Provision for depreciation .............................. 14,386 11,313
Selling, advertising and administrative ex

penses ................................................................  91,850 79,885
Research and engineering expenses.........  26,274 23,621
Contribution to profit-sharing retirement

plan (Note 4 ) ...................................................  15,328 13,859
Interest incom e...................................................  (4,020) (4,178)
Interest exp en se.................................................  2,159 1,340
Gain on sale of non-operating properties (4,296) -------
Other income, n e t .............................................. (3,863) (880)

Total................................................. $899,274 $700,729
N ote 4: P ro f it -s h a r in g  Retirem ent and Incentive  

Award P lans- The Company’s non-contributory profit- 
sharing retirement plan provides that: a) each regular 
full time employee, except officers who are directors, is 
eligible to participate, (b) the amount of the Company 
contribution to the plan is based on consolidated net in
come for the year, as defined, after providing for a re
turn to stockholders and limited to a minimum of 6% 
and a maximum of 12% of employees’ participating 
compensation, and (c) the amount determined as the 
contribution is allocated among the eligible employee 
members on the basis of annual compensation as de
fined. The provisions for the years ended December 31, 
1973, and December 31, 1972, were $15,327,601 and 
$13,859,071, respectively.

The Company’s incentive award plan provides that in
centive awards may be made to officers and senior 
management employees from an incentive award re

serve account funded each year based on an amount 
equal to 3% of the Company’s consolidated income be
fore taxes in excess of an amount equal to 12% of the 
stockholders’ equity at the beginning of the year. The 
provisions for the years ended December 31, 1973 and 
1972, were $2,314,860 and $2,013,000, respectively.

A d vertis ing  E xpense

BORDEN, INC. (DEC)
1973 1972

COSTS AND EXPENSES:
Cost o f goods s o ld . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,073,719,510 $1,821,141,399
Marketing, d is tribu tion  and adm inistrative

e xp e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  338,909,484 300,232,606
Other (income) and expense, n e t . . . . . . . . . . .  (11,921,623) (13,593,742)
Interest expense (includes interest expense 

on leases-$1,268,915 in 1973 and
$1,964,449 i n  1 9 7 2 ). . . . . . . . . . . . . . . . . . . . . . . . . .  17,724.328 16,324,840

Income ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  62,6 0 0 ,000 57,441,504

$2,481,031,699 $2,181,546,607
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies
Development and Promotion Expenses- Expendi

tures for research and development and advertising and 
promotion are expensed as incurred.

Note 9: Supplemental Profit and Loss Information — 
Set forth below is a comparative summary of certain in
come and expense items, the accounting for which is 
described in Note 1.

1973 1972
Equity in undistributed earnings o f 20% to

50% owned co m p a n ie s . . . . . . . . . . . . . . . . . . . . . .  $1,433,000 $1,905,000
M inority  interests in incom e of conso li

dated s u b s id ia r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,024,000 1,590,000
Depreciation, depletion and am ortization . 46,099,000 43,899,000
M aintenance and re p a irs . . . . . . . . . . . . . . . . . . . . . .  56,372,000 52,774,000
A m ortization of intangible a s s e ts . . . . . . . . . . .  805,000 458,000
Advertising and p ro m o tio n . . . . . . . . . . . . . . . . . . .  66,388,000 61,427,000
Research and d e ve lo p m e n t. . . . . . . . . . . . . . . . . . .  9,912,000 9,300,000
Taxes o ther than incom e ta x e s . . . . . . . . . . . . .  44,417,000 42,246,000
R ents-
Operating le a s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,568,000 14,350,000
Non-capitalized financing  le a s e s . . . . . . . . . . . .  14,889,000 14,640,000
R o ya ltie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,964,000 5,285,000

BRISTOL-MYERS COMPANY (DEC)
EXPENSES:
Cost of s a le s ............................................................................. $483,481,000
Marketing, selling and adm inistrative..............................  380,709,000
Advertising and product prom otion.................................  269,213,000
Research and developm ent.................................................  47,804,000
In te re s t........................................................................................ 15,120,000
O th er............................................................................................  6,530,000

$1,202,857,000
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T H E  C L O R O X  C O M P A N Y  (J U N )

COSTS AND EXPENSES
Cost of products s o ld ...........................................................  $263,663,000
Selling, delivery and administrative ex p e n s e ...............  60,972,000
Advertising.................................................................................  27,892,000
D eprecia tion .............................................................................. 4,047,000
Research and developm ent.................................................  2,687,000
Interest expense.......................................................................  3,089,000
Federal and state income ta x e s ........................................  25,408,000

Total costs and e x p en ses ..................................................  $387,758,000

Summary of Significant Accounting Policies
Advertising- T h e  c o s ts  o f  a d v e r t is in g  a n d  p r o m o t io n  

p r o g r a m s  a r e  c h a r g e d  to  o p e r a t io n s  d u r in g  t h e  y e a r  in 
c u r r e d  in  r e la t io n  to  s a le s .

Freight Expense

M E D U S A  C O R P O R A T IO N  

COSTS AND EXPENSES:
Costs of products s o ld .........................................................  $87,343,000
Freight on sh ipm ents............................................................. 16,768,000
Selling, general and adm inistrative.................................  10,524,000
Depreciation and dep le tio n .................................................  10,628,000
Interest and commitment fees on d e b t..........................  3,384,000
Other deductions...................................................................  357,000

$129,004,000

M ain ten an ce  and R ep a ir E xpense

P E N N  T R A F F IC  C O M P A N Y  (J A N )

COST OF GOODS SOLD AND EXPENSES
Exclusive of items listed be low .........................................  $116,750,661
Maintenance and R epairs..................................................... 685,800
D eprecia tion .............................................................................. 1,759,744
R en ta ls ........................................................................................  1,564,877
Interest and Debt Expense..................................................  339,119
Taxes other than Income Taxes........................................  1,876,830
Contributions to Retirement P la n s ..................................  686,073

$123,663,104

D oubtfu l A ccount Provision

TYSON FOODS, INC. (SEP)
1973

the Company for many years. His insolvency directly re
sulted from the highly volatile conditions experienced in 
the grain and broiler markets during the summer of 
1973.

A d justm ent of A sset V a lues

ADDRESSOGRAPH MULTIGRAPH CORPORATION (JUL) 
COST AND EXPENSES:
Cost of products and services sold...................... $274,363,000
Branch and commission expenses.......................  103,787,000
Other selling, advertising, general and administrative

expenses....................................................   62,030,000
Research, development and engineering expenses... 24,015,000
Interest and debt expenses.................................  8,664,000
Special expenses..............................................  20,175,000

493,034,000
Financial Review and Summary of Accounting Poli

cies
Special Expenses- The expense item of $20,175,000 

for 1973 is comprised of (a) $13,675,000 for unusual 
write-offs of inventory resulting from the application of 
a more conservative policy for determining surplus and 
obsolete parts and components, together with the avail
ability of better information on inventories as a result of 
recent implementation of a computer-based inventory 
system which provides for the identification, measure
ment and control of obsolete and surplus parts and 
components, and (b) $6,500,000 for additional provision 
for doubtful and uncollectable accounts receivable re
sulting from a statistical analysis of the accounts.

APCO OIL CORPORATION (DEC)
1973 1972

($ thousands)

Cost of sales and operations................ $101,086 $88,110
Selling and general expenses............... 14,043 14,047
Gross production and ad valorem taxes... 1,317 1,179
Interest and debt expense.................... 4,043 3,954
Depreciation, depletion and amortization . 11,057 7,849
Reduction in carrying value of foreign

properties (note 10)......................... 10,982 —

Exploration expense............................ 2,695 930
$145,223 $116,069

1972
EXPENSES
Selling and delivery............................. $4,159,243 $3,021,303
General and administrative...................  5,211,861 3,015,711
Provision for doubtful accounts (Note 1) . 1,334,794 68,496

$10,705,898 $6,105,510
Note 1 (in part): Summary of Significant Accounting 

Policies: Bad D ebts- The Company uses the reserve 
method of accounting for doubtful accounts. The cur
rent year’s provision was substantially increased by the 
write-off of trade accounts receivable with uncollectible 
balances in excess of $1,000,000. This loss was primarily 
generated by the insolvency of a broiler processor who 
had purchased substantial quantities of live poultry from

Note 10: Foreign Operations- Contributions to earn
ings from foreign (principally Argentina) and domestic 
sources before corporate overhead and income taxes 
are summarized as follows:

1973 1972
($ thousands)Earnings (loss) before corporate overhead 

and income taxes:
Foreign.............................................
Domestic...........................................

$(10,205)
14,116
$3,911

5,905
10,335
16,240

A summary of net assets of domestic and foreign sub
sidiaries operating substantially in foreign countries and
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the direct investment of the parent company in assets 
located in foreign countries included in the consoli
dated balance sheets is as follows;

1973 1972
C urrent a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $14,078,000 15,058,000
Net property, p lant and e q u ip m e n t........  24,484,000 36,083,000
Other a sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,563,000 5,014,000

43,125,000 56,155,000
C urrent lia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . .    6,202,000 5,516,000
Other l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25,039,000 24,780,000

31,241,000 30,296,000
Net asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $11,884,000 25,859,000

Exchange adjustments resulted in a gain of $30,538 
in 1973 and a loss of $241,343 in 1972 and have been in
cluded in operations.

During 1973, the operating results from the Compa
ny’s Argentine properties indicated a decline in produc
tion more rapid than had previously been anticipated. In 
addition, the Company was experiencing delays from 
the Argentine government in approving a planned wat
erflood project which was expected to increase consid
erably the total recoverable reserves of oil over the life 
of the contract. Based on new reservoir studies, the 
Company made an adjustment to the carrying value of 
the properties to bring it into accord with the future in
come expected to be received. Accordingly, $10,982,000 
(which resulted in no tax benefit) was charged to opera
tions in 1973.

CHAMPION INTERNATIONAL CORPORATION (DEC)
1973 1972

($ Thousands)
COSTS AND EXPENSES:
Cost of products s o ld . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,747,178 $1,510,706
Selling, general and adm inistrative expens

es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  272,585 236,885
Interest and debt e xp e n se . . . . . . . . . . . . . . . . . . . .  30,753 25,380
O ther (income) e x p e n s e -n e t (Note 7 ) . . . .  7,583 (8,085)

$2,058,099 $1,764,886
Note 7: Other Income (Expense)-  Other income (ex

pense) includes the following:
1973 1972

($ Thousands)

Interest in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,387 $ 4,071
M inority  interest in incom e of subsidiaries (5,501) (1,906)
Equity in incom e (loss) from  real estate a f

filia tes and 50% owned m anufacturing
a ff il ia te s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2.111) 4,012

W rite -o ff o f deferred engineering costs and 
related expenses no longer deemed to be
re c o v e ra b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,200) —

Provision fo r d iscontinuance of certain op
erations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,044) - - - - - -

Royalty, rental and com m ission incom e ... 848 782
Unrealized translation gains ( lo s s e s )...... 569 (478)
M is c e lla n e o u s -n e t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,469 1,604

$(7,583) $ 8,085

CURTISS-WRIGHT CORPORATION (DEC)
1973 1972

COSTS AND EXPENSES;
Product and e n g in e e rin g . . . . . . . . . . . . . . . . . . . . . .  $211,110,000 $203,795,000
Selling and s e rv ic e . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,042,000 13,093,000
A dm inistrative and g e n e ra l. . . . . . . . . . . . . . . . . . .  22,034,000 20,247,000
In te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  799,000 978,000
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   4,792,000 2,738,000

252,777,000 240,851,000
Notes to Financial Statements
Note 9: Cost and Expenses-Other. Cost and expens

es-o ther is comprised of the following:
1973 1972

M inority  interest in net earnings of subsid i
a r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,421,000 $1,247,000

Equity in net (earnings) loss of affilia te; be
fore extraordinary item in 1972 . . . . . . . . . .  (71,000) 491,000

W ritedown of m achinery w ith  marginal u til
i t y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,442,000 1,000,000

$4,792,000 $2,738,000

THE FEDERAL COMPANY (MAY)
COSTS AND EXPENSES:
Cost of sales (Note 5 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $279,010,968
Selling, general and adm inistrative e xp e n se s.... . . . . .  16,083,261
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,681,746
Interest exp e n se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,245,034
Total costs and e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $303,021,009

Note 5: San Augustine Plant W rite-Off- During 1973 
the Company canceled plans for construction of a poul
try processing plant near San Augustine, Texas. This 
decision was based on favorable developments in 1973 
operations in Texas, primarily related to the demon
strated viability of the existing plant in Center, Texas. 
Engineering and other preliminary construction costs of 
approximately $1,018,000, incurred in prior years and 
carried in construction in progress, was charged to op
erations and deducted for income tax purposes in 1973.

FISHER SCIENTIFIC COMPANY (DEC)
COSTS AND EXPENSES:
Cost of products s o ld . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $99,513,000
D istribu tion, adm inistration and g e n e ra l. . . . . . . . . . . . . . . . . .  31,758,000
Provision fo r A.I.D. product loss and associated costs 2,500,000
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,809,000
In te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,169,000
Provision fo r federal, foreign and state incom e taxes 1,510,000

$139,259,000
Notes to Consolidated Financial Statements

Provision for A.I.D. Product Loss and Associated 
C osts- The company’s Analytical Instrument Division 
(A.I.D.), established in 1971 to sell testing and analytical 
instrumentation, has sustained losses since its incep
tion. At December 31, 1973, the company had inven
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tories of A.I.D. products substantially in excess of its 
normal requirements. In addition, a supplier of instru
ments distributed by A.I.D. has furnished the company 
with certain financial information which indicates to the 
company that an element of doubt exists as to the sup
plier’s ability to continue the manufacture of these in
struments. The discontinuance of such supplier’s oper
ations could result in the company fulfilling warranty 
obligations of the supplier and incurring losses on ad
vances and receivables outstanding at December 31, 
1973.

Under the circumstances, a provision of $2,500,000 
was charged against 1973 income to cover estimated 
losses and expenses relating to overstocked levels of in
ventories, collectibility of advances and receivables and 
other unusual costs involved in updating inventory or 
maintaining instruments of the supplier previously sold 
to customers. A consideration in determining this provi
sion is the company’s policy to provide, where possible, 
parts and service to keep in operation instruments it has 
sold.

Based on management’s estimates, the various assets 
subject to exposure have been written down at Decem
ber 31, 1973, with the remaining amount of the provision 
($510,000) included in other accrued liabilities.

The ultimate costs and expenses related to this matter 
are not determinable at the present time but, in man
agement’s opinion, the effect of subsequent adjust
ments, if any, on the consolidated financial position of 
the company would not be significant.

INTERLAKE, INC.
SALES AND REVENUES:
Net sales.........................................................  $460,110,994
Other revenues (Note 5).....................................  7,038,258

467,149,252
COSTS AND EXPENSES:
Cost of products sold (Note 5)............................ 363,113,019
Depreciation, depletion and amortization (Note 1) 15,340,838
Selling and administrative expenses..... ...............  42,670,509
State, local and miscellaneous taxes....................  13,756,649
Interest expense................................................  5,322,487

$440,203,502
Note 5 (in part): Significant Transactions- In 1973 

other revenues includes $3,538,000 of gains from the 
sale of land and buildings located in Canada and the 
United Kingdom. Cost of products sold includes a provi
sion of $2,350,000 for the write-off of estimated unreco
verable costs resulting from the indefinite deferral of an 
expansion and improvement program at the Company’s 
Newport, Kentucky steel plant, goodwill write-off of 
$693,000 applicable to certain operations terminated 
during the year, and a gain of $1,209,000 from the sale 
of an iron ore interest. These transactions increased 
1973 net income $2,065,000.

A n tic ipated  C ontract Losses

TENNECO INC. (DEC)
OPERATING EXPENSES:
Cost of sales and operating expenses................... $2,825,869,820
Selling, general and administrative expenses.........  379,378,687
Depreciation, depletion and amortization............... 223,324,132
Provision for future losses on Channel Industries Gas 

Company gas sales contracts (Note 5 )............... 28,846,000
$3,457,418,639

Note 5: Provision for Losses on Channel Industries 
Gas Company Sales Contracts— Channel Industries Gas 
Company, a wholly-owned subsidiary of Tenneco Cor
poration, owns and operates an intrastate natural gas 
pipeline in the State of Texas. Channel sells the major 
portion of its gas under long-term fixed price contracts 
and in order to meet its delivery obligations under such 
contracts, it has had to enter into gas purchase con
tracts at price levels which are substantially in excess of 
the price levels under its sales contracts. As a result, 
Channel has been operating at a loss since 1971. Chan
nel in cu rre d  a loss of a p p ro x im a te ly  $4,800,000 
($2,500,000 after consolidated income tax credits) for 
the year 1971 and a loss of approximately $10,300,000 
($5,200,000 after consolidated income tax credits) for 
the year 1972. In August 1973, Channel renegotiated its 
contracts with customers who purchase 98% of Chan
nel’s total sales volumes. Under such renegotiated con
tracts Channel’s sales prices were increased effective 
April 1, 1973, and will be maintained at a level which will 
l im it  C h a n n e l’ s a gg rega te  loss to  approxim ate ly  
$55,000,000 ($28,600,000 after consolidated income tax 
credits) for the period ended December 31, 1976. Prices 
will further be increased during the two-year period 
ending December 31, 1978, to a level which will place 
Channel in an approximate break-even income position 
during such period. Effective January 1 , 1979, prices will 
again be increased to a level which will place Channel in 
a profit position. On a consolidated basis after giving ef
fect to certain reserve provisions available, the total im
pact of the renegotiated contracts on Tenneco Inc. is 
$28,846,000 ($15,000,000 after consolidated federal in
come tax credits) and such loss has been reflected in 
the accompanying financial statements.

R elocation  E xpense

LIGGETT & MYERS INCORPORATED (DEC)
OTHER EXPENSES
Interest expense................................................  $13,546,549
Corporate expenses 6,453,583
Corporate office relocation expense (Note 7).........  3,040,000
Other (income) deductions, net...........................  (1,262,448)
T o ta l................................................................................... $21,777,684

Note 7: Corporate Office Relocation- During 1973, 
the Company provided a charge against earnings of 
$3,040,000 for estimated costs to be incurred in the re
location of the Corporate office from New York to Dur
ham, N orth  Carolina. Accounting Principles Board
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Opinion No. 30, issued in 1973, required the changing of 
criteria for the types of items to be included in deter
mining earnings before extraordinary items. According
ly, the 1973 provision for estimated costs to be incurred 
in the relocation of the Corporate office was included in 
determining earnings before extraordinary credit in the 
accompanying statement of consolidated earnings. Dur
ing 1972, the Company established a provision for a 
similar transaction and presented such transaction as 
well as certain other transactions as extraordinary items 
in conformity with accounting principles then generally 
accepted (see Note 4). Opinion No. 30 prohibits restat
ing the 1972 financial statements included in the 1973 
annual report. Had the Opinion been in effect for both 
1973 and 1972, net earnings would have been the same, 
but earnings before extraordinary credit for 1972 would 
have been $27,816,680 ($3.22 primary per share and 
$3.18 fully diluted per share) computed as follows:

For the years ended

Dec. 31
1973

Earnings before extraordinary credit......  $29,234,523
Closing and discontinuance of certain

domestic operations..........................
Discontinuance of operations and liquida

tion of investments in certain foreign sub
sidiaries .......................................... .......

$29,234,523

Dec. 31
1972

$30,033,762

-  -  (2,758,900)

541,818
$27,816,680

had the effect, after applicable income taxes, of reduc
ing net income for the year by $8,775,000 ($.82 per 
share). The provision includes $7,347,000 for the write
down of the affected plant and equipment to its estimat
ed realizable value, $1,559,000 for the write-down of 
certain supply inventories, and an accrual of $7,594,000 
for other estimated costs relating directly to the realign
ment program. At October 31, 1973 this accrual amount
ed to $7,134,000 and is included in accrued expenses in 
the accompanying balance sheet.

Loss From S a le  O f A ssets

SAFEWAY STORES, INCORPORATED (DEC)

DEDUCTIONS
1973 1972

Interest expense................................. $11,857,013 $9,559,702
Loss (gain) on disposition of fixed assets 
Dividends on preferred stock of Canadian

1,196,641 (133,383)

subsidiary.......................................
Amortization of excess cost of investments

182,728 198,634

in subsidiaries.................................
Minority interest in earnings of overseas

217,814 217,815

subsidiary....................................... 10,481 7,311
Other charges.................................... 189,127 249,451

$13,653,804 $10,099,530

R eorgan iza tion  E xpense

WESTVACO CORPORATION (OCT)
EASTMET CORPORATION (JUN)

($ Thousands)
($ thousands)

Sales............................................................... $655,536
Gain from sale of North Carolina timberlands (note B) 25,551
Other income...................................................  6,705

$687,792
Cost of products sold........................................  $497,891
Selling, research and administrative expenses........ 55,831
Depreciation and amortization............................. 36,872
Provision for facility realignment (note D).............  16,500
Interest expense................................................  12,523

$619,617

Income before taxes ......................................................  $68,175

Note B: Gain from sale of North Carolina timberlands 
-  On August 23, 1973 the Company sold approximately
287,000 acres of timberlands located in North Carolina 
for $28,783,000 in cash. After applicable income taxes, 
this transaction increased net income for the year
$17,107,000 ($1.60 per share).

Note D: Facility realignment program - During 1973, 
as part of an on-going process to improve its operating 
results, the Company shut down two of its plants and 
completed plans for the realignment of certain of its op
erations over the next two years. It is estimated that the 
costs incurred and expected to be incurred in connec
tion with this program will approximate $16,500,000. 
Provision has been made for these costs in 1973, which

$87,365
8,494
1,412
1,179

250
$98,700

COSTS AND EXPENSES
Cost of products sold, exclusive of depreciation....
Selling, general and administrative expenses.........
Provision for depreciation of properties................
Interest and debt expense..................................
Reorganization expenses (a non-tax deductible item)

Notes to Consolidated Financial Statements
Note 1: Reorganization- On October 31, 1972, the 

Stockholders of Easco Corporation approved a Plan of 
Reorganization which resulted in; (a) the transfer to a 
new corporation, Eastmet Corporation, of the assets, 
liabilities and capital, after adjustment for transactions 
in accordance with the Plan, of Eastern Stainless Steel 
Division, Industrial Service Centers, Inc. and Philipp Ov
erseas Incorporated; and (b) the distribution of East- 
met common stock to Easco stockholders on a basis of 
one share of Eastmet common for each two shares of 
Easco common.

Under the Plan, Eastmet assumed $10,500,000 of Eas
co’s indebtedness as well as the related interest in
curred by Easco for all periods such debt was outstand
ing. Administrative expenses of Easco’s corporate of
fice, since its formation, were charged to Eastmet on a 
basis deemed applicable by management which, in their 
opinion, were indicative of the expenses that would not 
have been incurred had Eastmet operated historically 
without Easco. The retained earnings of Eastmet are
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based upon the accumulated earnings of the respective 
members of each corporation as included in the histori
cal consolidated financial statements of Eastmet. Trans
fer of funds from Eastmet to Easco, including reim
bursement for payment of cash dividends, were consid
ered to be a charge to retained earnings of Eastmet.

A ruling was obtained from the Internal Revenue 
Service that, for federal income tax purposes, the Plan 
was a tax-free reorganization and no gain or loss was 
recognized by either Eastmet or Easco and their stock
holders.

O ther C h arges  To Incom e

CROWN CENTRAL PETROLEUM CORPORATION (DEC) 
COSTS AND EXPENSES
Costs and operating expenses............................. $178,404,685
Selling and administrative expenses.....................  10,273,777
Depreciation and depletion.................................  5,979,782
Interest, principally on long-term debt..................  3,616,724
Abandonments and sales of property, plant and

equipment (net of proceeds)............................. 1,124,496
Expenditures related to certain long-term projects 

(Note 1) .........................................................  1,774,935
201,174,399

Note 1: Expenditures Related To Certain Long-Term 
Projects- The Company engaged in various long-term 
projects during 1973, the ultimate realization of which 
involved certain risks and contingencies. All expendi
t u r e s  r e l a t i n g  to these p ro jec ts ,  o t he r  than the 
$1,000,000 deposit on the land purchase agreement re
ferred to below, have been charged to expense. These 
expenditures amounted to $1,774,935 in 1973.

In connection with the planned refinery to be built in 
the Baltimore Harbor area, a wholly-owned subsidiary 
has entered into a contract to acquire the plant site on 
June 28, 1974 for $22,000,000, of which $1,000,000 has 
been deposited. The consummation of this project is 
contingent upon the solution of a number of problems, 
legal and otherwise, as yet unresolved. In the opinion of 
management and legal counsel for the Company, the 
deposit of $1,000,000 will be recovered or applied 
against the total purchase depending on the final dispo
sition of the project.

U. S. INDUSTRIES, INC. (DEC)

Notes to Financial Statements
Note H: Unusual Item s- Reference is made to the Fi

nancial Review section of the Annual Report appearing 
on page 26 for information pertaining to $11.3 million of 
unusual items in 1973.

Financial Review (Page 2 6 )-  The Corporation sus
tained certain losses which reduced operating results by 
$5.9 million (after a tax credit of $5.4 million), equal to 
$.18 per share. A summary of these charges is as fol
lows:

A provision of $4 million was made for expected loss
es on membership finance accounts due to USI from 
customers of a non-affiliated women’s figure salon 
company, which is in bankruptcy, and certain of its fran
chisees. These losses are anticipated due to non-pay
ment by members of those salons which closed and will 
not be providing services for those customers.

A provision of $5.3 million was made for probable 
losses on certain construction jobs and claims. In addi
tion, a provision of $500,000 was made for losses on 
certain engineering sales receivables which we now ex
pect will not be collected.

A provision of $1.5 million was made for losses on 
inventory and receivables following the Corporation’s 
decision to discontinue certain segments of its home 
audio entertainment business.

CAPITALIZATION OF INTEREST

The practice of capitalizing interest on debt was dis
closed by 8 companies in 1967, 25 in 1971, 40 in 1972, 
and 34 in 1973. Examples of such disclosures follow.

AMERICAN BEEF PACKERS, INC. (MAY)
Notes to Consolidated Financial Statements
Note 4: Inventories- The classes and amounts of in

ventories are as follows:
June 2 June 3

1973 1972
Livestock........................................... $16,783,000 $3,002,000
Dressed beef and pork carcasses..........  3,346,000 2,517,000
Fabricated and portion cuts.................. 6,486,000 1,868,000
Offal and by-products.......................... 3,326,000 1,194,000
Other food products............................  1,206,000 -----
Material and supplies..........................  1,240,000 386,000

$32,387,000 $8,967,000
Included in the cost of the livestock is interest capital

ized in the amount of $324,000 and $43,000 for 1973 and 
1972 respectively.

AMERICAN METAL CLIMAX, INC. (DEC)
Notes to Financial Statements

Note 1 (in part): Summary of Significant Accounting 
Policies: Interest Expense- Interest on specific project 
borrowings and general corporate borrowings applica
ble to major construction projects is capitalized and 
subsequently amortized by charges to earnings over the 
life of the project.

Note 4: Interest Expense, Net and Other:
1973 1972

($ thousands)
Gross interest expense............... ........  $(40,920) $(32,640)
Interest capitalized..................... ........  13,990 11,600
Interest income.......................... ........  22,600 12,640
Other....................................... ........  (5,630) 3,320

$(9,960) $ (5,080)
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CHAMPION INTERNATIONAL CORPORATION (DEC)

Notes to Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies: Capitalization and Amortization of Certain 
C osts- Net interest charges on borrowed funds for 
major properties acquired or under construction are 
capitalized and subsequently amortized over the life of 
the properties when they become operational. Preoper
ating expenses and start-up costs incurred on such 
properties are deferred and amortized ratably over a five 
year period. Financing expenses are deferred and amor
tized over the life of the related long-term liability. The 
excess cost of businesses acquired over amounts as
signed to net tangible assets arose prior to 1970 and is 
not presently being amortized.

Note 4 (in part): Long-Term D eb t-  The capitalized 
interest on monies borrowed to finance major projects 
during 1973 and 1972 was $8,445,000 and $6,790,000, 
respectively.

The indentures and agreements under which the 
long-term debt was issued, as well as the Company’s 
C e r t i f i ca te  of Incorporation, contain, among other 
things, provisions relating to certain restrictions on the 
payment of cash dividends. Under the most restrictive 
provision, the amount of consolidated retained earnings 
not restricted as to payment of cash dividends at De
cember 31, 1973 was approximately $80,000,000.

R. J. REYNOLDS INDUSTRIES, INC. (DEC)
Note A (in part): Summary of Significant Accounting 

Policies and Related Matters: Other Policies- Vessel 
charter costs for book purposes are expensed on a 
straight-line basis over the estimated vessel service life 
(generally 15 years). For tax purposes vessel charter 
payments are deducted in accordance with charter 
agreements, which generally provide for an initial 10- 
year period and renewals thereafter at reduced rates. 
The difference between charter costs for book and tax 
purposes is included as a deferred charge on the bal
ance sheet and appropriate provision for income taxes 
payable in future years has been included in deferred 
income taxes. The Company has capitalized as SL-7 
vessel cost construction loan interest and commitment 
fees aggregating $28 million, including $8 million in 
1973 and $11 million in 1972.

SEARS, ROEBUCK AND CO. (JAN)
Notes to Financial Statements
Note 2: Accounting Change—  Effective February 1, 

1973, the Company adopted the accounting policy of 
capitalizing the carrying costs, real estate taxes and in
terest, of construction-in-progress and land held for fu
ture use. Under this new policy, ail amounts capitalized 
will be amortized to earnings over the depreciable life of 
the structure when the property is placed in economic 
use. The effect of this prospective change was to in
crease net income for the year ended January 31, 1974, 
by $14,100,000 (.09 per share).

UNION CAMP CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 1 (in part): Significant Accounting Policies: Cap

italized In terest- Interest expense is capitalized on 
major capital expenditures by applying current interest 
rates to the average balance of expenditures during the 
period of construction. The amounts capitalized were 
$863,000 in 1973 and $912,000 in 1972.

TABLE 3-8: SA LA R iES
Information Presented 1973 1972 1971 1970
Salaries shown separately...... 43 50 55 63
Salaries combined with employee 
benefits.......................... 89 81 89 100

Companies presenting informa
tion as to salaries.............. 132 131 144 163

Manner of Presentation
Income statement................ 13 17 14 16
Historical summary.............. 57 61 62 68
Elsewhere......................... 62 53 68 79
Companies presenting informa
tion as to salaries.............. 132 131 144 163

EMPLOYEE COMPENSATION 
SA LA R IE S

Table 3-8 shows that of the 132 survey companies 
disclosing separate dollar amounts for salaries and 
wages or for salaries and wages combined with various 
benefits, 13 companies disclosed such amounts in the 
income statement. Examples of salary and wage disclo
sures follow.

Shown in incom e S ta tem en t

GOLDBLATT BROS., INC. (JAN)
NET SALES (excluding leased department sales) $264,674,257
LESS:
Cost of goods sold and expenses exclusive of items

listed below (Note 3).......................................  184,381,524
Salaries, wages and employee benefits.................  59,360,029
Contribution to Employees’ Savings and Profit Shar

ing Pension Plan............................................  355,870
Depreciation and amortization............................. 2,363,191
Rental expense (Note 7).....................................  4,550,642
Taxes, other than income taxes...........................  6,732,769
Interest and debt expense..................................  3,576,654

$261,320,679

THE GRAND UNION COMPANY (FEB)
OPERATING AND GENERAL EXPENSES:
Salaries and wages to employees in the sales depart

ment ............................................................  $136,926,512
Other selling, administrative and general expenses.. 140,235,824

$277,162,336
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UNITED STATES STEEL CORPORATION (DEC)
1973 1972

($ thousands)
COSTS
Em ploym ent costs
Wages and sa la rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,301,959 $1,996,611
Employee benefits (Note 9 ) . . . . . . . . . . . . . . . . . . .  467,885 400,688

2,769,844 2,397,299
Products and services b o u g h t. . . . . . . . . . . . . . .  3,164,386 2,283,171
Wear and exhaustion of fa c ilit ie s . . . . . . . . . . .  357,958 326,617
Interest and other costs on d e b t . . . . . . . . . . .  96,142 81,844
State, local and m iscellaneous ta x e s .....  152,595 153,508
Total costs other than United States and 

foreign taxes on income......................... $6,540,925 $5,242,439
Note 9: Employee Benefits—  The details of employee 

benefits are summarized as follows:
1973 1972

($ m illions)
Pension c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 90.0 $ 73.5
Social security ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . .  145.8 100.3
Insurance c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  133.6 130.5
Supplem ental unem ploym ent and extend

ed vacation benefit c o s ts * . . . . . . . . . . . . . . . . .  24.8 27.1
Savings fund c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15.3 15.3
Payments to  industry welfare and retire

ment funds and o ther employee benefit 
c o s ts .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  58.4 54.0

Total cost of employee benefits..............  $467.9 $400.7
*Excludes $36.8 million and $32.1 million in 1973 and 

1972, respectively, for extended vacation benefits which 
are included as wages and salaries.

In H istorical Sum m ary

BORDEN, INC. (DEC)

S ix-Year F inancial Sum mary

SUMMARY OF EARNINGS 
FINANCIAL STATISTICS 
SHAREHOLDERS’ DATA 
EMPLOYEES’ DATA
Payrolls........................ .......
Average Number of Employees

1973 1972
($ thousands)

BEMIS COMPANY, INC. (DEC)

Ten-Year Consolidated Review
1973 1972

($ thousands)
Net sales...........................................  $514,584 $427,625
Wages and salaries.............................  126,344 114,113
Depreciation and amortization............... 12,032 11,139
Income before income taxes.................  25,240 20,175
Income taxes.....................................  11,375 9,839
Income from operations.......................  13,865 10,336
Income (loss) from operations sold
Income before extraordinary items........  13,865 10,336
Extraordinary items, net of applicable in

come tax........................................  (1,002) (542)
Net Income....................................................  $12,863 $9,794

SHELL OIL COMPANY (DEC)

Ten Year Review  o f F inancial Data
1973 1972

($ thousands)
REVENUES
COSTS AND EXPENSES 

INCOME AND DIVIDENDS 

FINANCIAL POSITION AT YEAR END 

CAPITAL EXPENDITURES

EXPLORATION, PRODUCTION AND RESEARCH EXPENDITURES 

SHAREHOLDERS AND EMPLOYEES

Shares outstanding at year end (in thou
sands) ............................................  $ 67,365 $67,399

Number of shareholders at year end........  32,025 32,935
Salaries, wages and employee benefits
Salaries and wages.............................  415,729 407,949
Employee benefits (including vacation, hol

iday and sick pay)............................ 154,815 151,547
Total................................................................  $570,544 $559,496
Number of employees at year end..........  32,080 32,871

$374,600
46,500

$369,400
46,900 Elsew here  in A n n u a l R eport

E. I. DU PONT DE NEMOURS & COMPANY (DEC)

Financial Review (Page 25)

Employee Compensation — Expenses for wages, sala
ries, awards under compensation plans, and benefits 
(excluding those for employees at Government-owned 
plants) totaled $1,679 million. This included $169 million 
in payments to the Pension Trust and in Social Security 
ta x e s ,  w h i c h  prov ide for  re t i re m e n t  income for  
employees. This is the largest single cost element in our 
employee benefits program. Vacation and holiday pay
ments totaled $150 million, and other benefits such as
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hospital-surgical coverage, insurance, and Thrift Plan 
incentives cost $100 million.

AMF INCORPORATED (DEC) 

Highlights o f Operations

Total revenue.....................................
1973

$962,049,000
1972

$928,901,000
Sales............................................. 907,906,000 874,339,000
Rentals.......................................... 54,143,000 54,562,000

Net income........................................ $57,769,000 $55,599,000
Earnings per share............................. $3.15 $2.95
Earnings per share assuming full dilution $3.04 $2.85
Wages, salaries and employee benefits.... $293,199,000 $266,711,000
Total taxes........................................ $74,698,000 $68,184,000
Working capital at December 31............ $224,392,000 $220,186,000
Working capital ratio at December 31 .... 1.7 to 1 1,9 to 1
Stockholders’ equity at December 31..... $284,468,000 $275,987,000
Shares of common stock outstanding at 

December 31................................... 18,016,996 18,912,873
Stockholders’ equity per common share .. $15.70 $14,50
Average number of employees during year 32,662 29,829
Number of stockholders at December 31 . 51,681 50,916

ARMSTRONG CORK COMPANY (DEC) 

Financial Review 

Employee Compensation

1973 1972

Wages and salaries, including vacations
($ Thousands)

and holiday pay............................... $224,489 $200,771
Social Security and other payroll taxes .... 13,328 10,079
Pension costs....................................
Medical, hospitalization, accident, life in-

7,104 5,948

surance and other benefit costs......... 10,107 8,489
$255,028 $225,287

Employee compensation, including benefit costs, 
rose to a record $255.0 million in 1973, as average em
ployment increased from 22,564 persons in 1972 to 
23,778 in 1973.

The company and certain of its subsidiaries have pen
sion plans covering substantially all employees. Obliga
tions of these plans are funded through trusts and in
surance. Pension costs charged to operations totaled 
$7.1 million in 1973 and $5.9 million in 1972. These 
costs consist of actuarially determined current service 
costs and amounts necessary to amortize prior service 
obligations over periods ranging up to 30 years. The 
company funds these pension costs currently. The un
funded past service liability amounted to approximately 
$28.5 million as of December 31, 1973-an increase of 
$15.2 million over 1972, due primarily to higher mini
mum pension benefits adopted for active employees.

GAF CORPORATION (DEC)

Employment Summary (Page 16)- From 1968 to 1973 
the Company’s sales increased 53%, the number of 
employees increased 12%, and wages and salaries in
cluding fringes increased 58%. The relationship of 
wages and salaries including fringe benefits to net sales 
has remained fairly constant during the last six years.

($ millions)

1973 1972 1971 1970 1969 1968
Net sales...................................................................... $848,9 $768.5 $683.8 $583.5 $592.0 $554.3
Number of employees (Year-end)...................................... 22,544 22,827 21,955 19,773 21,088 20,177
Wages and salaries including fringes................................. $246,4 $224.7 $204.9 $183.3

Dollars
$180.4 $156.0

Net sales per employee.................................................. $37,655 $33,666 $31,146 $29,510 $28,081 $27,472
Wages and Salaries, including fringes, as a % of Sales....... 29,0% 29.2% 30.0% 31.4% 30.5% 28.1%
Average wages and salaries including fringes..................... $10,930 $9,845 $9,334 $9,273 $8,555 $7,732

RAYTHEON COMPANY (DEC)

Financial Review (Page 28)
Wages and Salaries paid to employees were $586.9 

million in 1973 compared with $528.6 million in 1972. 
Total employment increased to 51,081 at the end of 1973 
from 48,338 at the end of 1972.

Improved compensation and benefit programs have 
been implemented for the company’s employees; and 
agreements with labor unions covering various bargain
ing units throughout the country were negotiated with
out any work stoppages.
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Financial Review (Page 14)
Distribution of Sales Revenue

1973 1972
Received from the sale of products.......  $710,454,140 $631,917,797
Paid for materials, merchandise and all ex

penses, exclusive of taxes and other 
amounts paid to or for the benefit of
employees....................................... 505,384,163 444,234,577

Remainder.........................................  205,160,977 187,683,220
This was divided as follows:
Wages and compensation....................  129,712,891 116,508,537
Taxes................................................  41,759,537 40,170,447
Minority interests................................ 3,082,966 2,452,514
Paid to shareholders or retained in the 

business..........................................  30,605,583 28,551,722

MELVILLE SHOE CORPORATION (DEC)

OTIS ELEVATOR COMPANY (DEC)

Financial Review
Salaries, Wages and Employee Benefits- During 

1 973  th e  C o m p a n y  and i ts  s u b s i d i a r i e s  pa id  
$461,600,000 directly, to employees as salaries and 
wages, and indirectly, through Company or government 
benefit programs.

The Company and certain of its subsidiaries maintain 
pension plans providing for benefits upon retirement. 
The 1973 cost of such plans, inclusive of amortization of 
past service costs, amounted to $11,603,000 compared 
with $8,225,000 in 1972. In 1973 increased benefits were 
granted (in varying stages commencing October 1973) 
under the Company’s domestic employee plans. At De
cember 31, 1973, the unfunded past service obligation 
u n d e r  all p lans was $26,221,000 compared wi th  
$19,833,000 in 1972. It is the policy of the Company to 
fund pension liabilities over a maximum of thirty years. 
At December 31, 1973 the actuarial value of vested ben
efits exceeded the net assets of the plans by $13,400,000 
due to the aforementioned increased benefits and gen
eral market decline.

The Company and one of its subsidiaries maintain In
centive Compensation Plans for the benefit of officers 
and other managerial employees. The Incentive Com
pensation Reserve represents dividend equivalents ac
cumulated upon shares of stock contingently allotted to 
participants in the plans and the current year appropria
tion. The liability for shares contingently allotted (1973, 
129,162 shares: 1972, 138,079 shares-fixed at Treasury 
share cost) has been fully covered and offset against the 
cost of Treasury shares and neither is reflected in the 
consolidated financial statements. The cost of the plans 
charged to income amounted to $2,369,000 in 1973 and 
$1,314,000 in 1972. Future income tax reduction allowa
ble in the years of distribution from the Incentive Com
pensation Reserve (including the values assigned to 
shares contingently allotted) is included as a deferred 
charge on the Consolidated Balance Sheet.

APB Opinion No. 8, issued in November 1966 to clari
fy accounting for pension plan costs, states in part:

46. The Board believes that pension plans are 
of sufficient importance to an understanding of fi
nancial position and results of operations that the 
following disclosures should be made in financial 
statements or their notes:

1. A statement that such plans exist identifying 
or describing the employee groups covered.

2. A statement of the company’s accounting and 
funding policies.

3. The provision for pension cost for the period.
4. The excess, if any, of the actuarially comput

ed value of vested benefits over the total of the 
pension fund and any balance-sheet pension ac
cruals, less any pension prepayments or deferred 
charges.

5. Nature and effect of significant matters af
fecting comparability for all periods presented, 
such as changes in accounting methods (actuarial 
cost method, amortization of past and prior serv
ice cost, treatment of actuarial gains and losses, 
etc.) ,  changes in ci rcumstances (actuarial as
sumptions, etc.), or adoption or amendment of a 
plan.

An example of what the Board considers to be 
appropriate disclosure is as follows:

The company and its subsidiaries have several 
pension plans covering substantially all of their 
employees, including certain employees in foreign 
countries. The total pension expense for the year
was $....., which includes, as to certain of the
plans, amortization of prior service cost over per
iods ranging from 25 to 40 years. The company’s 
policy is to fund pension cost accrued. The actu
arially computed value of vested benefits for all
plans as of December 31, 19..... , exceeded the
total of the pension fund and balance-sheet ac
cruals by approximately $.....A change during the
year in the actuarial cost method used in comput
ing pension cost had the effect of reducing net in
come for the past year by approximately $.....

Table 3-9 shows the information disclosed about pen
sion plans by those companies revealing the existence 
of pension plans. Examples of notes disclosing pension 
costs and pension policies follow.

Pension Costs Inc lude A m ortiza tion  of Prior 
S erv ice  Costs

PENSION AND RETIREM ENT PLANS

BAUSCH & LOMB INCORPORATED (DEC)
Accounting Policies
Retirement Plan —  The company and its consolidated 

subsidiaries have several retirement plans covering sub
stantially all employees, including certain employees in 
foreign countries. Retirement plan costs charged to ex-
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TA BLE 3-9: P E N S IO N  A N D  R E T IR E M E N T  PLANS
Current Year Provision* 1973 1972 1971 1970
Normal cost and amortization of

prior service cost (*420, 697)... 429 419 396 392
Normal cost and interest on un

funded prior service cost (*15,
326, 58 7 ). . . . . . . . . . . . . . . . . . . . . . . . . .  48 48 61 65

Normal cost only (*238,  4 1 6 )...  82 70 60 69
No reference to prior service cost 79 80 93 86
Number of pension p la n s . . . . . . . .  638 617 610 612
Additional Disclosures*
Excess of vested benefits over 

amounts accrued or funded
(*236, 313, 7 0 7 ). . . . . . . . . . . . . . . . . .  227 211 186 155

Excess of amounts accrued or 
funded over vested benefits
(*1 9 1 .3 5 6 .7 0 9 ). . . . . . . . . . . . . . . . . .  128 115 111 N/C

Amount of unfunded prior service
costs (*1 6 8 .4 2 7 .7 5 0 ). . . . . . . . . .  130 111 91 94

Changes in plan during year
(*204. 3 9 9 .7 6 1 ). . . . . . . . . . . . . . . . . .  78 86 60 63

Plan not fully funded (*224.516,
5 3 8 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  26 29 25 21

Number of Companies
Disclosing pension p la n s . . . . . . . .  550 551 541 538
Not disclosing pension p la n s . . .  50 49 59 62

Total.....................................  600 600 600 600
N / C -  Not compiled.
*Refer to Company Appendix Section.

pense include charges for current service and amortiza
tion of prior service cost over a 30-year period. The cost 
of retirement plans is funded when accrued.

Notes to Financial Statements
R e tire m e n t P lan —  Retirement plan expense was 

$1,325,000 for 1973 and $1,490,000 for 1972. As deter
mined by the 1973 actuarial valuation, the value of vest
ed benefits principally arising under the company’s con
tributory retirement plan exceeded the total of the re
tirement fund by approximately $2,170,000. A retirement 
plan amendment effective December 31, 1973 provides 
for reduced employee contributions. It is anticipated the 
amendment will increase 1974 retirement plan expense 
by $500,000.

CURTISS-WRIGHT CORPORATION (DEC)
Notes to Financial Statements
Note 10: Pension and Retirement Plans—  The Corpo

ration and certain of its subsidiaries have pension and 
retirement plans covering substantially all employees. 
The combined annual cost of these plans including am
ortization of estimated prior service costs charged to in
come was $6,784,000 in 1973 and $6,661,000 in 1972. At 
January 1, 1973, the actuarially computed value of vest
ed benefits exceeded the trust fund of one of these

plans by approximately $59,500,000. Revisions in actu
arial assumptions, particularly the interest assumption, 
were made on January 1, 1974. The estimated effect of 
these revisions, according to the Company’s actuarial 
consultant, could reduce such excess by approximately 
$25,000,000.

Prior service cost is being amortized over a period 
of 30 years. The Corporation’s policy is to fund pension 
cost accrued. While the Corporation has certain obliga
tions regarding the funding of actuarial liabilities under 
certain of the plans, those plans provide that benefit 
payments are an obligation of the pension trust funds 
and not of the Corporation.

THE GOODYEAR TIRE & RUBBER COMPANY (DEC) 
Financial Review

Pensions- The Company and its domestic and for
eign subsidiary companies have a number of pension 
plans covering substantially all employes. The total pen
sion expense for 1973 was $59,371,000 ($57,404,000 for 
1972) which includes, as to the principal plans, amorti
zation of past service cost over 25-year periods. The 
Company’s general policy is to fund pension cost ac
crued. As of the latest valuation date, the carrying value 
of the pension fund assets for the principal plans ex
ceeded $625,000,000. The actuarially computed value of 
vested benefits for the principal plans exceeded the 
total of the pension fund assets by $242,000,000.

STEWART-WARNER CORPORATION (DEC)
Notes to the Consolidated Financial Statements

Note 5: Retirement Plans—  The Corporation has con
tributory retirement and life insurance plans which are 
available to all regular employees who meet certain re
quirements as to length of service and age, excluding 
employees of the Thor Power Tool Company subsidiary. 
The cost of such plans charged against current earnings 
was $1,818,000 in 1973 ($1,656,000 in 1972), including 
an amount calculated to amortize the unfunded prior- 
service liability of approximately $1,831,000 at Decem
ber 31, 1973, over a period of 25 years. It is the policy of 
the Corporation to fund each year the amount deter
mined to be necessary to provide pension benefits 
earned under these plans during the year. At December 
31, 1973, the assets of the pension plans exceeded the 
actuarially computed value of vested benefits.

Separate retirement plans exist for the employees at 
Thor. The cost of such plans charged against current 
earnings was $523,000 in both 1973 and 1972, including 
an amount calculated to amortize the unfunded prior 
service cost liability of approximately $5,512,000 at De
cember 31, 1973, over a period of 30 years. It is the poli
cy of Thor to fund certain pension costs annually. The 
actuarially computed excess of vested benefits over 
pension fund assets and balance sheet accruals for 
those plans in which such excess existed was approxi
mately $1,839,000 at December 31, 1973.
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Pension Costs Inc luded  In te res t On U nfunded  
Prior S e rv ice  Costs

THE AMALGAMATED SUGAR COMPANY (SEP)
Notes to Financial Statements
Note 1 (in part): Significant Accounting Policies: The 

Company has contributory pension plans covering sub
stantially all full-time employees. Pension expense 
amounted to $428,000 for 1973 and $366,000 for 1972, 
which include normal costs and interest on unfunded 
prior service costs. The Company’s policy is to provide 
for pension costs accrued by contribution to trust funds 
and balance sheet accruals which, at September 24, 
1973, exceeded the actuarially computed value of vested 
benefits under the plans.

GENERAL FOODS CORPORATION (MAR)
Notes to Consolidated Financial Statements
Note 1 (in part): Retirement P lans- The corporation 

and certain of its subsidiaries have plans that provide 
retirement benefits for hourly and salaried employees. 
The corporation funds accrued current service cost and 
interest on the unfunded actuarial liability. As indicated 
in Note 7, the U.S. and Canadian retirement plans are 
fully funded as to vested benefits.

Note 7: Retirement P lans- Charges against income 
fo r  re t i re m e n t  plans aggrega ted  $20,423,000 and 
$20,711,000 during the fiscal years 1973 and 1972, re
spectively, of which $18,685,000 and $19,040,000, re
spectively, pertained to the plans for U.S. and Canadian 
employees.

The market value of assets held by trustees and the 
reserves provided for by insurance companies with re
spect to U.S. and Canadian retirement plans approxi
mated $303,400,000 at March 31, 1973, and at that date, 
in the opinion of the independent actuaries, these plans 
were fully funded as to vested benefits.

Pension Costs Inc lude P aym ents  To Union  
Sponsored P lans

BEATRICE FOODS CO. (FEB)
Summary of Significant Accounting Policies
Pension P lans- The Company has pension plans 

which cover salaried employees and certain hourly-paid 
employees. Amounts charged to operations under the 
plans include normal cost and amortization of past serv
ice cost generally on a 30 year basis. The Company con
tributes to other plans jointly administered by industry 
and union representatives. In general, the Company’s 
policy is to fund pension costs currently.

Notes to Consolidated Financial Statements
Note 9: Pension P lans- The amount charged to earn

ings under Company pension plans totaled $6,200,000 
for the year ended February 28, 1973, and $4,590,000 
(restated) for the year ended February 29, 1972. During 
the year ended February 28, 1973, the company also 
contributed approximately $6,250,000 under plans jo int
ly administered by industry and union representatives.

FIRST NATIONAL STORES INC. (MAR)

Notes to Financial Statements
Note 1 (in part): Pensions- The Company maintains 

a trusteed noncontributory pension plan for employees 
who are not covered by union pension plans. Actuarial 
ga ins,  resul t ing p r in c ip a l l y  f rom the t rans fe r  of 
employees to various union plans and unrealized appre
ciation in the fund, are being amortized over ten-year 
periods from the dates of occurrence; see Note 8.

Note 8: Pensions- The assets of the Company’s pen
sion fund exceed the actuarially computed value of plan 
liabilities. Since 1966 no charges have been required for 
pension costs, other than contributions to union pen
sion plans, because recognized actuarial gains have ex
ceeded the annual provisions for normal or current 
costs.

Total pension costs charged to earnings, representing 
contributions to union plans, were $3,016,000 in 1973 
and $2,850,000 in 1972.

V ested  B enefits  E xceed  Pension Fund and  
A ccru a ls

ARMCO STEEL CORPORATION (DEC)
Financial Summary
Pension P lans- Armco and certain of its subsidiaries 

have in effect several pension plans covering substan
tially all of their employees. Pension costs (defined as 
normal cost, interest on unfunded past service costs 
and, if required, an amount for vested benefits) are 
funded.

Pension costs for 1973 amounted to $46,381,000 in
cluding $1,476,000 for vested benefits since vested ben
efits under the plan exceeded the assets of the pension 
funds as of January 1 , 1973, the date of the actuarial de
termination. Pension costs for 1972 were $33,664,000, 
including approximately $4,000,000 applicable to in
creased benefit provisions which became effective Au
gust 1, 1972. No amount was required in 1972 for vested 
benefits.

Based upon actuarial estimates, the total amount re
quired at December 31, 1973, to provide fully for past 
service cost was $703,256,000. At that date the unfund
ed past service cost of the plans amounted to approxi
mately $263,773,000.

BURROUGHS CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 6: Pension P lans- Retirement income plans 

cover substantially all of the employees of the Company 
and its subsidiaries. The Company and its domestic 
subsidiaries have retirement plans under which funds 
are deposited with trustees. All major subsidiaries out
side the United States provide pension plans for their 
employees which conform to the practice of the country 
in which they do business. Some of these plans are 
trusteed, some are insured, others are government 
plans or industry-group plans. Pension costs charged to
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operations in 1973 amounted to $13,900,000 compared 
to $12,900,000 for 1972, including amortization of prior 
service costs over periods up to 30 years. It is the Com
pany’s practice to fund pension costs as accrued. As of 
the latest valuation date, December 31 , 1972, the actuar
ially computed value of vested benefits of all plans ex
ceeded the total of their funds (at cost value which is 
below market) by approximately $61,000,000.

DIAMOND SHAMROCK CORPORATION (DEC)
Financial Summary

Pension and Employment Costs— The Company and 
its subsidiaries have a number of pension plans cov
ering substantially all full-time employees.

The charges to incom e fo r  pension costs  were 
$6,822,000 in 1973 and $6,681,000 in 1972, which 
amounts are funded currently. These charges include 
amortization of past service costs over periods ranging 
from 25 to 40 years. As of the latest valuation date, the 
carrying value of the pension fund assets exceeded 
$60,000,000. The actuarially computed value of vested 
benefits for one of the plans, as of the latest valuation 
date, exceeded the total of the respective pension fund 
assets and the accrued 1973 pension liability by 
$10,100,000.

Total employement costs in 1973 were $134,039,000 
compared to $120,796,000 in 1972.

improved benefits. The total of these increases was par
tially offset by revisions in the Social Security Act and in 
other actuarial assumptions. The foregoing had the ef
fect of decreasing net income by $5,309,000 or $.37 per 
share of Common Stock. The Company’s policy is to 
fund pension costs accrued.

The actuarially computed value of vested benefits for 
all plans as of the latest valuation date (after giving ef
fect to a revision in an actuarial assumption which low
ered the actuarially computed value of vested benefits 
by $56,000,000) exceeded the total of the pension funds 
by approximately $60,300,000.

KEYSTONE CONSOLIDATED INDUSTRIES, INC. (JUN)

Notes to Consolidated Financial Statements
Note A (in part): Pensions— The Company has pen

sion plans covering substantially all employees. Pension 
e x p e n s e  f o r  f i s c a l  1 973 and 1972 am ounted  to 
$7,300,000 and $7,100,000, respectively, including amor
tization of past service costs over principally a 40-year 
period. It is the Company’s policy to partially fund pen
sion costs accrued. As of June 30, 1973, the excess of 
actuarially computed vested benefits of the various 
plans over provisions amounted to approximately 
$40,000,000.

GENERAL AMERICAN TRANSPORTATION
CORPORATION (DEC)

Notes to Financial Statements
Note A (in part): Pension C osts- GATX and its sub

sidiaries contribute to pension plans for substantially all 
employees. Payments to plans established by unions are 
made currently and charged to income. As to trusteed 
plans established by GATX and the consolidated subsid
iaries, the charges ($5,062,000 in 1973 and $4,324,000 in 
1972) to income were actuarially-determined and fund
ed on a basis including normal costs, an amount equiv
alent to interest on prior service costs, and a provision 
for the excess (1973-$12,529,000; 1972-$9,715,000) of 
vested benefits over assets in trust under certain of the 
plans. Assets in trust exceeded the vested benefits 
under other plans.

THE B.F. GOODRICH COMPANY (DEC)

Notes to Financial Statements
Note G: Pensions—  The Company and its subsidiaries 

have several pension plans covering substantially all 
employees, including certain employees in foreign 
countries. Pension expense, including amortization of 
p r io r  serv ice costs,  was $36,000,000 in 1973 and 
$24,620,000 in 1972. Increased pension expense for 
1973 reflects the reduction of the period for amortizing 
prior service costs from 40 years to 30 years which 
change was insignificant and further reflects a full 
year’s effect of the 1973 plan amendments providing for

ROCKWELL INTERNATIONAL CORPORATION (SEP)

Notes to Financial Statements
Note 1 (in part): Retirement Plan C osts- It is the poli

cy of the Company to fund accrued retirement plan 
costs. Costs with respect to the principal plans are actu
arially computed using the “ aggregate cost method’’ 
under which all presently unfunded costs, including 
prior service costs, and all changes in costs due to ex
perience or other factors are spread over the remaining 
service lives of the participants. Costs with respect to 
the remaining plans are actuarially computed generally 
using the “ entry-age-normal method”  and include, in 
addition to current service costs, amortization of un
funded prior service costs based generally on a thirty- 
year period.

Note 8: Retirement Plans—  The Company has various 
retirement plans which cover most of its employees and 
which provide generally for monthly pension payments 
to eligible employees upon normal retirement at age 65. 
The total provision for retirement plan costs amounted 
to $68,204,000 for 1973 and $53,728,000 for 1972. The 
increase in costs is due principally to an increase in the 
number of participants and benefits under certain plans. 
The actuarially computed value of vested benefits, as of 
the most recent valuation dates, under certain plans ex
ceeded the market value of fund assets and balance 
sheet accruals by approximately $92,454,000.
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Pension Fund E xceeds V ested  B enefits

ANDERSON, CLAYTON & CO.
Notes to Consolidated Financial Statements
Note 7: The pension plans of the Company and its 

consolidated subsidiaries cover salaried and certain 
hourly employees. Pension expense was $147,000 in 
1973 and $162,000 in 1972. No provision for expense 
was. required for either 1973 or 1972 for the domestic 
salaried employees’ plan due to the overfunded status 
of the plan and amortization of unrealized gains. The 
Company’s policy is to fund pension costs as accrued 
except where otherwise specifically required by con
tract. The value of the assets exceeds the liability for 
vested benefits.

CCI CORPORATION (APR)

Notes to Consolidated Financial Statements
Note 9: Employee Pension Plans—  The company and 

its subsidiaries have two pension plans covering certain 
employees satisfying age and service requirements. One 
plan covering employees of a subsidiary has no un
funded prior service costs, and fund assets exceed the 
actuarially computed value of vested benefits. The other 
plan is overfunded, and such overfunding is being 
a m o rtize d  over a te n -ye a r p e rio d . Pension costs 
amounted to $53,000 in 1973 and $60,000 in 1972 after 
a m o rtiz a tio n  of the  o v e rfu n d in g  of $293,000 and 
$435,000, re sp e c tive ly . During 1973 one plan was 
amended to add certain employees covered by a profit 
sharing plan and another pension plan. The assets of 
such plans were subsequently transferred into the pen
sion plan.

COLONIAL STORES INCORPORATED (DEC)

Notes to Consolidated Financial Statements
Note 5: Retirement Plan for Employees —  The Compa

ny has a trusteed, noncontributory pension plan cov
ering substantially all of its employees and a supple
mental nonqualified and nontrusteed plan for certain 
executives. Total pension costs charged against opera
tions amounted to $1,450,000 in 1973 and $650,000 in 
1972, of which $1,000,000 and $370,000, respectively, 
w ere fu n d e d . D uring  1973, the  trus teed  plan was 
amended to provide for more liberal vesting and other 
improved benefits. These changes, plus increased cov
ered wages, were the principal causes of the increase in 
pension costs in 1973. The Company’s funding policy is 
to make contributions periodically to maintain the fund 
in sound condition. Accordingly, accruals from prior 
years which have not been funded are included with 
other long-term liabilities in the accompanying consoli
dated balance sheet. As of the latest valuation date, the 
market value of the pension fund assets and the accrual 
for pension costs exceeded the actuarially computed 
value of vested benefits.

INLAND STEEL COMPANY (DEC)

Statement of Accounting and Financial Policies
Benefits for Retired Employees- Pensions are pro

vided by the Company under a combination of insured 
contributory and trusteed non-contributory plans for eli
gible employees meeting certain service and age re
quirements and are based generally on length of service 
and ea rn ing s  patterns preceding retirem ent. Other 
employees are covered by collective bargaining agree
ments under which payments are made to union welfare 
or similar funds. Life insurance benefits are provided 
for retired employees.

The estimated costs of pension and life insurance 
benefits are determined annually by consulting actuar
ies. Pension costs, representing normal costs, interest 
on unfunded prior service liability and, when required, 
amortization of unfunded prior service costs on princi
pally a 40-year basis, are funded in trusts established 
under the plans. Accrued life insurance costs, which are 
not funded, are included in the caption “ Deferred Em
ployee Compensation and Benefits’’ in the accompany
ing Consolidated Statement of Financial Position.

Notes to Consolidated Financial Statements
Note 6: Retirement Benefits- The increase in pen

sion costs from $20,891,000 in 1972 to $29,033,000 in 
1973 reflects the full year effect of improvements in re
tirement benefits effective August 1, 1972 under the 
principal non-contributory pension plan, increased 
employees’ earnings levels, and a supplemental contri
bution of $1,373,000 for prior service costs.

At December 31, 1973, the Inland Steel Company Pen
sion Trust assets had a market value of $292,000,000 
and the Equitable Life Assurance Society held approxi
mately $13,000,000 of Company funds under annuity 
contracts. At the latest valuation date, these assets ex
ceeded the acturially computed values of all vested ben
efits under the plans. It is anticipated however, that the 
actuarial valuation to be prepared in 1974 will reflect an 
excess of actuarially computed value of vested benefits 
over these assets.

L ife  in su ra n ce  cos ts  fo r  retired employees were 
$3,960,000 in 1973 and $3,462,000 in 1972.

LEE ENTERPRISES, INC. (SEP)

Notes to Consolidated Financial Statements
Note 4: Retirement P lans- The Company has pen

sion plans covering most employees. Total pension ex
pense of $324,000 and $377,000 for the years ended 
September 30, 1973 and 1972, respectively, includes in
terest on unfunded past service cost and recognition of 
actuarial gains and losses on a three-year averaging 
method. The Company’s policy is to fund pension costs 
accrued. At September 30, 1973, pension funds exceed 
the actuarially computed value of vested benefits and, at 
that date, unfunded past service costs total approxi
mately $978,000.
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Provisions for deferred compensation and retirement 
of certain key employees are accumulated by charges to 
operations ($734,000 in 1973 and $537,000 in 1972) dur
ing the estimated remaining working years of the em
ployee. The increase in 1973 expense results primarily 
from provisions related to the death of a principal offi
cer before retirement.

approximating $1,091,000 as of the inception date of the 
new pension plan, is being amortized over 30 years The 
Company’s policy is to fund pension cost accrued. As of 
September 30, 1973, the actuarially computed value of 
vested benefits (calculated as of the inception date of 
the plan) exceeded the pension fund and balance sheet 
accruals by approximately $418,000.

LORAL CORPORATION (MAR)

Notes to Consolidated Financial Statements
Note 3: Pension Plan —  The Company has a noncon

tributory pension plan covering certain employees over 
30 years of age who have completed one year of service. 
The existing pension fund assets exceed the actuarially 
computed value of accrued benefits, thus giving rise to 
deferred credits. Accordingly, It will not be necessary for 
the Company to make payments into the fund until the 
value of accrued benefits exceeds the total fund assets. 
Unamortized deferred credits as of March 31, 1973 
aggregating $339,000 are being applied as a reduction 
of pension costs on a straight line basis over a ten year 
period ending in 1981. Total pension expense, attributa
ble to continuing operations, net of amortization of de
ferred credits, was approximately $178,000 and $149,000 
for 1973 and 1972, respectively.

Plan A dopted  or A m en ded

IPCO HOSPITAL SUPPLY CORPORATION (JUN)

Notes to Financial Statements
Note 8 (in part): Commitments and Contingencies
Pension and Profit-Sharing P lans- Effective July 1, 

1972, the Company adopted a non-contributory plan 
(covering eligible employees) for certain companies 
which did not have pension or profit-sharing plans in ef
fect. The total pension expense applicable to this plan 
for the year ended June 30, 1973 was $222,400, which 
includes amortization of past service cost over 30 years. 
Based on the independent actuaries’ valuation, the ex
cess of computed value of vested benefits over assets as 
of July 1, 1972 was $370,000 and the unfunded past 
service cost was $1,190,000. The Company’s policy is to 
fund pension costs accrued.

THE MACKE COMPANY (SEP)

Notes to Consolidated Financial Statements
Note 7: Pension and Profit Sharing P lans- On April 

1, 1973, the Company adopted a pension plan covering 
substantially all full-time employees, who meet certain 
eligibility requirements as to age and length of service. 
This plan superseded and replaced certain profit shar
ing plans then in existence. The aggregate cost of all 
pension and profit sharing plans reflected in the accom
panying statements of consolidated income is $491,000 
and $317,000 for 1973 and 1972, respectively, including, 
in 1973, pension expense of $323,000. Past service cost,

C h ange In A ctuaria l A ssum ptions O r A ccounting  
M ethod

AMERICAN SEATING COMPANY (DEC)

Notes to Consolidated Financial Statements
Retirement P lans- Pension expense approximated 

$1,388,000 in 1973 and $1,550,000 in 1972. During 1973 
the costs of the salaried employees’ plan were reduced 
by changing the actuarial cost method to the unit credit 
method from the entry-age-normal method, and by 
changing the interest rate assumption to 6 ½% from 6%. 
These changes reduced the costs of the plans for 1973 
by approximately $252,000. As a result of these changes, 
the amount of the unfunded prior service cost was re
duced substantially, and it was not deemed necessary to 
fund the entire 1972 provision for one of the salaried 
plans. The unfunded 1972 provision of $247,000 has 
been reclassified as unamortized actuarial gain to be 
offset against future pension expense over a 10-year 
period starting in 1973. These changes in computing 
pension costs had the effect of reducing the net loss for 
the year by approximately $137,000 or $.10 per share.

As of the date of the latest actuarial valuations, the 
actuarially computed value of the vested benefits for all 
plans exceeded the total of the pension funds by 
$4,146,000 and the Company’s actuaries estimated that 
the amount of the unfunded prior service cost was ap
proximately $9,000,000.

Some of the pension plans negotiated with the Un
ions have been amended effective January 1 , 1974 to in
crease benefits, which will increase future pension 
costs.

COPPERWELD CORPORATION (DEC)

Notes to Consolidated Financial Statements

Accounting Policies (in p a rt)-  Pension C osts- The 
Corporation has retirement plans covering substantially 
all employees. Pension costs are computed on the basis 
of accepted actuarial methods and include current serv
ice costs of all plans and the amortization of unfunded 
prior service costs over 30 years (see Note 3). The Cor
poration’s policy is to pay into trusteed funds each year 
an amount equal to the charges to earnings for its re
tirement plans.

For former employees of the Superior Steel Division 
(sold in 1961), the present value of unfunded pension 
costs has been accrued and is included as a liability in 
the Statement of Financial Position. The portion of the 
liability which applies to presently retired employees of 
Superior is being funded over 20 years from 1969.
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Note 3: Pension P lans- Costs of providing retirement 
benefits amounted to $5,063,000 in 1973 and $4,841,000 
in 1972. In 1973 the Corporation changed its method of 
accounting for pensions by reducing the time over 
which the prior service liability is funded from 40 to 30 
years, thereby increasing pension costs for the year by 
approximately $418,000. Costs in 1972 included addi
tional contributions of $1,223,000 made to reduce un
funded vested benefits in certain of the plans. The 
change in 1973 and the additional contributions in 1972 
decreased net income in each of the years by $209,000 
($.09 per share) and $587,000 ($.24 per share), respec
tively. Pension costs for 1973 also include additional 
costs of $583,000 related to increased benefits which 
became effective during the current plan years.

V e s te d  b e n e f its  in c re a s e d  by a p p ro x im a te ly  
$15,700,000 during the 1973 plan years as a result of 
amendments to the plans. Vested benefits as of their re
spective anniversary dates in 1973 exceeded fund assets 
and balance sheet accruals at the end of the year by ap
proximately $15,200,000.

GEO. A. HORMEL & COMPANY (OCT)
Note to Consolidated Financial Statements

Pension P lans- The Company has several pension 
plans covering substantially all of its employees. The 
total pension expense was $7,826,300 for 1973 and 
$8,836,700 for 1972 which includes amortization of prior 
service costs over a period of thirty years from the date 
of inception or date of amendment of the plans. A 
change during the year in the interest assumption had 
the effect of increasing net income by approximately 
$500,000 or $.10 per share. The Company’s policy is to 
fund pension costs accrued. The actuarially computed 
value of vested benefits for all plans as of the most re
cent valuation date exceeded the total of the pension 
funds by approximately $8,880,000.

actuarially computed value of vested benefits of hourly 
pension plans exceeded fund assets and balance sheet 
accruals by approximately $10,700,000.

STANDARD PRESSED STEEL CO. (DEC)

Summary of Significant Accounting Policies
Pension P lans- Pension benefits are provided for all 

employees of the company and certain of its subsidiar
ies. These plans are principally non-contributory and 
generally provide monthly payments for life following 
retirement, normally at age 65. Pension costs charged to 
earnings include current service costs, amortization of 
prior service costs over 40 years, and interest on unrem
itted contributions. The excess of such costs over 
amounts remitted to the respective funds has been ac
crued in the accounts.

Notes To Financial Statements

Note 6: Pension Plans
1973

Pension expense charged against earnings 
w a s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,388,000

During 1973, the Com pany adopted a final 
pay plan and elim inated a supplem ental 
pension plan and returned the employee 
con tribu tions thereunder plus interest to 
the employees. As a result, the Company 
changed the actuaria l method used in 
com puting pension cost under the p rin c i
pal retirem ent incom e plan, w hich had the 
e ffect o f reducing net earnings fo r the year 
by $135,000 (3c per share). In addition, the 
plan am endm ent effective June 1 ,  1973 re
sulted in an unprovided net vested benefit 
liability, at the latest valuation date, of ap
proxim ately $660,000.

1972

$821,000

H.K. PORTER COMPANY, INC. (DEC)

Financial Section
Pensions—  The Company and its subsidiaries have 

severa l pens ion  p lans th a t cover substantia lly all 
employees. Costs of all plans are actuarially determined 
and include current service and amortization of prior 
service costs and interest; the Company’s policy is to 
fund accrued pension costs.

Pension expense for 1973 includes normal cost and 
amortization of prior service costs over 10 years and in 
1972 over 40 years. This change in funding policy 
(which the Company adopted in order to recognize on a 
more current basis the vested portion of pension bene
fits) had the effect of decreasing net income for 1973 by 
approximately $500,000 or $.40 per share. The total pen
sion expense charged to income under the plans was 
$3,777,000 in 1973 and $2,208,000 in 1972; in addition, 
$1,688,000 was provided in 1973 for pensions related to 
closed plants (included in Nonrecurring Items). The

Plan N ot Funded

THE KROGER CO. (DEC)

Notes to Consolidated Financial Statements
Pension Plans—  The Company has two noncontribu

tory retirement plans for eligible employees, one funded 
and one unfunded. The Company also contributes to 
multi-employer plans jointly administered by manage
ment and union representatives.

The actuarially computed value of vested benefits for 
the Company administered plans as of December 29, 
1973 exceeded the total of the pension fund and bal
ance sheet accruals by approximately $26,707,000. Past 
service costs for the Company’s plans are being amort
ized over forty years.

The total pension expense for all plans for 1973 and 
1972 was $23,826,536 and $21,413,458, respectively.
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S ta tem en t O f Pension  Plan

E. I. DU PONT DE NEMOURS & COMPANY (DEC)

Notes to Financial Statements-(Dollars in millions, 
except per share)

Pensions- The Pension and Retirement Plan of E. 
I. duPont de Nemours & Company is a noncontributory 
plan which covers substantially all parent Company 
employees. The number of pension recipients at De
cember 31, 1973 was 25,228. Pension coverage for 
employees of the Company’s consolidated subsidiaries 
is provided, to the extent deemed appropriate, through 
plans maintained by the respective companies.

The cost of the Plan is determined on the basis of 
various actuarial assumptions and procedures includ
ing; a 6% assumed rate of future earnings of Pension 
Trust assets (increased from 5.5% effective January 1, 
1973); systematic recognition of a portion of the unreal
ized appreciation in the common stock portfolio; Com
pany experience with respect to mortality, turnover, and 
selection of retirement options; advancing pay scales; 
and amortization of unreserved prior service cost over a 
20-year period. The cost so determined was $101.3 in 
1973 and $107.3 in 1972; the increase in assumed rate of 
future earnings of Pension Trust assets had the effect of 
reducing 1973 pension cost by $19.8.

The Company’s practice is to fund total pension ex
pense in a Pension Trust maintained in conjunction with 
the Plan; contributions to the Trust are deductible for 
Federal income tax purposes and Trust income is ex
empt from such taxes.

Assets of the Trust at December 31, 1973 were suffi
cient to meet the actuarially computed value of vested 
benefits at that date. A proposal to liberalize Plan bene
fits is being submitted for adoption at the annual stock
holders’ meeting. If the proposed amended Plan had 
been in effect at December 31, 1973, the estimated value 
of vested benefits would have exceeded the actuarially 
computed value of Trust assets by $300.0.

Statement O f Changes In Pension Trust Fund Assets  
(assets a t am ortized cost plus accrued Incom e)

1973 1972
Total Assets at January 1 . . . . . . . . . . . . . . . . . . . . .  $1,838.8 $1,696,5
Add;
Company c o n tr ib u tio n s . . . . . . . . . . . . . . . . . . . . . . . .  101.2 107.5
Income from  investments, inc lud ing net 

gain o r loss on d is p o s itio n . . . . . . . . . . . . . . . .  82.3 102.3
2,022.3 1,906.3

Deduct: Pension p a ym e n ts . . . . . . . . . . . . . . . . . . .  75.2 67.5
Total Assets at December 3 1 .................... $1,947.1 $1,838.8
Com prised of:
Cash, accrued income, and U.S. G overn

m ent o b lig a tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $45.1 $49.8
C orporate o b lig a tio n s . . . . . . . . . . . . . . . . . . . . . . . . . .  792.7 876.9
Common s to c k s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,109.3 912.1

The Trust held no securities of Du Pont Company or 
affiliated companies.

The aggregate market value of Trust assets exceeded 
the cost thereof at both December 31, 1973 and 1972.

Since the Pension Trust Fund is not the property of 
the Company, it is not included in the consolidated fi
nancial statements.

GENERAL ELECTRIC COMPANY (DEC)

1973 Financial Summary

Employee compensation, including the cost of em
ployee benefits, amounted to $4,709.7 million in 1973. 
During the year, agreements were reached with various 
labor unions as described earlier in this Report.

General Electric Company and its affiliates have a 
number of pension plans, the total cost of which was 
$135.5 million in 1973 and $107.6 million in 1972. The 
most significant of these plans is the General Electric 
Pension Plan in which substantially all employees in the 
United States who have completed one year of service 
with the Company are participating and the obligations 
of which are funded through the General Electric Pen
sion Trust. Financial statements of the Trust appear at 
right.

Investments of the Pension Trust are carried at amort
ized cost plus a programmed portion of unrealized ap
preciation in the common stock portfolio. This account
ing recognizes the long-term nature of pension obliga
tions by stressing long-term market trends.

The funding program uses 6% as the estimated rate 
of future income which includes provision for the sys
tematic recognition of the unrealized appreciation in the 
common stock portfolio. This program has the objective 
of recognizing appreciation which, when added to cost, 
will result in a common stock book value approximating 
80% of market value (consistent with Armed Services 
Procurement Regulations).

The actual earnings of the Trust, including the pro
grammed recognition of appreciation, as a percentage 
of book value of the portfolio were 6.5% for 1973 and 
6.6% for 1972.

Unfunded liabilities of the Trust are being amortized 
over a 20-year period and are estimated to be $474 mil
lion at December 31, 1973 based on book value of Trust 
assets compared with $323 million at the end of 1972. 
These amounts included unfunded vested liability of 
$377 million at December 31, 1973 and $239 million at 
December 31 , 1972. The estimated market value exceed
ed book value of Trust assets by $309 million and $693 
million at the end of 1973 and 1972 respectively.

Effective July 1, 1973, a supplementary pension plan 
was approved by the Company’s Board of Directors, the 
purpose of which is to ensure that the pension benefits 
of long-service professional and managerial employees, 
when combined with their social security benefits, bear 
a reasonable relationship to their final average earnings. 
Obligations of this pension supplement are not funded. 
Current service costs and amortization of past service 
costs over a period of 20 years are being charged to op
erations currently. Cost for the partial year 1973 was 
$2.0 million.
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G eneral E lectric Pension Trust
OPERATING STATEMENT 1973 1972

(in m illions)
T ota l assets  a t January  1 . . . . . . . . . . . . . . . . . . .  $2,267.1 $2,071.8
Company c o n tr ib u tio n s . . . . . . . . . . . . . . . . . . . . . . . .  125.9 102.2
Employee c o n tr ib u t io n s . . . . . . . . . . . . . . . . . . . . . . .  38.6 32.3

164.5 134.5

Dividends, interest and sundry in c o m e ...  111.4 101.8
  Common stock appreciation:

R ealized. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34.2 44.8
Unrealized portion  re o cg n ize d . . . . . . . . . . .  34.4 21.3

68.6 66.1
Pensions p a id . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (115.6) (107.1)
Tota l asse ts  a t D ecem ber 31 . . . . . . . . . . . . . . .  $2,496.0 $2,267.1
FINANCIAL PO SITIO N-DECEM BER 31
Short-term  in ve s tm e n ts . . . . . . . . . . . . . . . . . . . . . . . .  $51.3 $180.3
U.S. G overnm ent ob ligations and guaran

tees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56.0 60.1
Corporate bonds and n o te s . . . . . . . . . . . . . . . . . .  344.8 348.7
Real estate and m o rtg a g e s . . . . . . . . . . . . . . . . . . .  410.7 397.6
Common stocks & c o n v e rtib le s . . . . . . . . . . . . .  1,530.6 1,211.1
Tota l In v e s tm e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,393.4 2,197.8
Other a s s e ts -n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  102.6 69.3
Tota l a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,496.0 $2,267.1
Funded liabilities;
Liab ility  to  p e n s io n e rs . . . . . . . . . . . . . . . . . . . . . . . . . .  $874.9 $799.9
Liab ility  fo r pensions to  partic ipants not yet 

re t ire d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,621.1 1,467.2
Tota l funded l ia b il i t ie s . . . . . . . . . . . . . . . . . . . . . . . . .  $2,496.0 $2,267.1

C O M P E N S A T O R Y  PLA N S

In addition to pension plans (Table 3-9) and “ tradi
tional”  stock option and purchase plans (Table 2-54), 
many companies disclosed the existence of compensa
tory plans of the nature indicated in Table 3-10. APB 
Opinion No. 25 states in part:

8. Plans that do not possess the four character
istics of non-compensatory plans are classified as 
compensatory plans. Since the major principles of 
Chapter 13B of ARB No. 43 are not changed, 
classification as a compensatory plan does not 
necessarily require that compensation cost be rec
ognized.

1 0 .  M e a s u r i n g  C o m p e n s a t i o n  f o r  
Services.Compensation for services that a corpo
ration receives as consideration for stock issued 
through employee stock option, purchase, and 
award plans should be measured by the quoted 
market price of the stock at the measurement date 
less the amount, if any, that the employee is re
quired to pay. That is the principle in Chapter 13B 
of  ARB No. 43 with two modifications: (a) the 
meaning of fair value of stock for compensatory 
plans is narrowed and (b) the measurement date 
for plans with a variable number of shares of stock 
or a variable option or purchase price is 
different....

TA B LE 3-10: C O M P E N S A T O R Y  PLA N S
Plan 1973 1972 1971 1970
Incentive compensation p la n ... 117 104 92 106
Profit-sharing p la n .. . . . .  . . . . . . . . 93 75 71 66
Deferred compensation contract 61 56 46 72
Savings fund p la n . . . . . . . . . . . . . . . . 33 33 27 29
Other employee benefit p la n s .... 40 24 19 16

Total Plans............................ 344 292 255 289
Number of Companies
Disclosing above p la n s . . . . . . . . . . 259 236 217 236
Not disclosing above p la n s . . . . . . 341 364 383 364

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

Thus a corporation recognizes compensation 
cost for stock issued through compensatory plans 
unless the employee pays an amount that is at 
least equal to the quoted market price of the stock 
at the measurement date.

12.Accruing Compensation Cost. Compensation 
cost in stock option, purchase, and award plans 
should be recognized as an expense of one or more 
periods in which an employee performs services 
and also as part or all of the consideration re
ceived for stock issued to the employee through a 
plan. The grant or award may specify the period or 
periods during which the employee performs ser
vices, or the period or periods may be inferred 
from the terms or from the past pattern of grants 
or awards (ARB No. 43, Chapter 13B, paragraph 
14; APB Opinion No. 12, Omnibus Opinion — 
1967, paragraph 6).

14. if stock is issued in a plan before some or 
all of the services are performed, part of the con
sideration recorded for the stock issued is un
earned compensation and should be shown as a 
separate reduction of stockholders’ equity. The 
unearned compensation should be accounted for 
as expense of the period or periods in which the 
employee performs service.

16.Accounting for Income Tax Benefits. An em
ployer corporation may obtain an income tax ben
efit related to stock issued to an employee through 
a stock option, purchase,or award plan. A corpo
ration is usually entitled to a deduction for income 
tax purposes of the amount that an employee re
ports as ordinary income, and the deduction is al
lowable to the corporation in the year in which the 
amount is includable in the gross income of the 
employee. Thus, a deduction for income tax pur
poses may differ from the related compensation 
expense that the corporation recognizes, and the 
deduction may be allowable in a period that differs 
from the one in which the corporation recognizes 
compensation expense in measuring net income.
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20. This Opinion applies to all stock option, pur
chase, award and bonus rights granted by an em
ployer corporation to an individual employee after 
December 31, 1972 under both existing and new 
arrangements and to reductions of income taxes 
resulting from deductions as of a date after De
cember 31, 1972 that are related to stock option, 
purchase, award, and bonus rights granted before 
as well as after the effective date of this Opinion.

in cen tive  C o m p ensation  P lans

CPC INTERNATIONAL INC. (DEC)

Notes to Financial Statements

Incentive Compensation Plan —  The incentive plan for 
elected officers and other management personnel was 
approved by the shareholders in 1958. The plan pro
vides for an annual fund, the upper limit which may not 
exceed 10% of the amount of dividends paid to share
holders. The fund, subject to the upper limit, is deter
mined by a Committee of the Board of Directors (cons
isting only of non-employee directors) in accordance 
with a formula. 75% of an award made from the fund is 
payable immediately after the close of the year in which 
the award is made in the case of the cash portion, and 
at some time from then up to fen years after retirement, 
as determined by the above mentioned Committee of 
the Board, in the case of the company share portion. 
The balance of an award, which is subject to forefeiture, 
is made in company shares, payable at such time after 
retirement and up to ten years thereafter as determined 
by the above mentioned Committee of the Board. The 
equivalent of dividends on the deferred shares of each 
awardee is invested in additional shares of company 
stock. Awards, which totaled $1,165,800 in 1973 and 
$907,600 in 1972, were charged to income.

FIRST NATIONAL STORES INC. (MAR)

Notes to Financial Statements
Note 4: Incentive Compensation P lans- The stock

holders approved in June 1970 an executive incentive 
compensation plan under which 6% of pre-tax income, 
as defined, will be available for awards to eligible partic
ipants in any year that such income exceeds $3,000,000 
and cash dividends on common stock have been paid. 
In accordance with the provisions of the plan, no com
pensation was recorded for fiscal years 1973 and 1972. 
Under previous awards, 1,846 shares of treasury stock 
were issued during 1973 and 399 shares in 1972. The av
erage cost of the treasury shares so issued exceeded 
the amount of compensation accrued by $3,000 in 1973 
and $2,000 in 1972; such excesses were charged to the 
common stock account. At March 31, 1973, 7,244 shares 
allotted but not issued are issuable in future years.

The Company has an employment contract with the 
Chairman of the Board which provides for incentive 
compensation equivalent to the amount by which the 
market value of 25,000 shares of the Company’s com
mon stock during May 1975 exceeds the market value in

May 1972. The incentive compensation is payable over a 
maximum period of seven years beginning in September
1975. At March 31, 1973 no incentive compensation was 
accrued under this contract because the market value at 
that date did not exceed the base amount.

LYNCH CORPORATION (DEC)

Notes to Financial Statements
Note 10: Incentive Plan —  During 1966, the sharehold

ers approved an incentive plan for salaried employees of 
the Company effective as of January 1, 1966.

The plan provides that there may be granted for any 
year incentive awards in any amount not to exceed 12% 
of the excess of (a) the year’s net income (exclusive of 
extraordinary charges or credits) plus the amounts de
ducted therefrom for provisions for awards to be made 
for such year and for long-term debt interest expense 
over (b) 6% of the sum of the Company’s net worth and 
long-term debt as of the end of the prior year. Amounts 
available for awards but not granted are not available 
for award in future years.

Awards may be granted on the basis of such factors 
as p o s it io n , re s p o n s ib ility  and accom plishm ents. 
Subject to the maximum available for awards under the 
plan, there is no limitation on the amount which may be 
awarded to any one person.

Awards are payable in annual instalments of the 
greater of 20% of the amount of the award or $1,000, to 
the extent that the balance is “ earned out’’ by the em
ployee by continuing service.

For 1973 and 1972 there were no “ incentive plan net 
earnings”  and therefore no provision was required for 
incentive awards.

SHELL OIL COMPANY (DEC)

Notes to Financial Statements
Note 7: Incentive Compensation P la n -  Under the 

1971 Incentive Compensation Plan, the Board of Direc
tors may make incentive compensation awards to key 
employees (including officers and directors who are key 
employees) of the Company or of any of its wholly 
owned subsidiaries. These awards, in the aggregate, 
shall not exceed 2½ % of the amount by which the ad
justed net income of the Company and consolidated 
subsidiary companies for the year (as defined in the 
Plan) shall exceed 6% of the capital employed by the 
Company and such subsidiary companies during that 
year (as so defined). The provision for awards, which is 
made and charged against income for the current year 
in anticipation of awards for such year to be made the 
following year, amounted to $1,800,000 in 1973 and 
$1,400,000 in 1972. Awards in 1973 to key employees to
taled $1,285,000.

J. P. STEVENS & CO., INC. (OCT)

Notes to Financial Statements
Note J (in part): Other Comments- A management 

incentive plan, approved by the shareowners in 1972,
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provides for incentive compensation to certain officers 
and employees aggregating 6% of consolidated income 
before taxes, after deducting 6% of equity capital em
ployed (as defined in the plan). A provision of $1,733,000 
has been charged against 1973 income for awards 
under the plan, which were limited to such amount in 
accordance with Economic Stabilization Regulations. 
No provision for awards under the plan was required in 
1972.

Stock C om pensation  P lans

AMP INCORPORATED AND PAMCOR, INC. (DEC)

Notes to Combined Financial Statements
Note 8: Stock Plus Cash Bonus Plan and Treasury 

Stock: All of the Endorsed Shares held in the treasury 
(1973-462,688; 1972-502,971) are available for pay
ment of stock bonuses under the incentive Stock Plus 
Cash Bonus Plan. The number of shares and cash (a 
fixed percentage of the value of the shares) distributed 
is determined by the appreciation in market value of the 
Company’s stock.

For years prior to 1973, the Company’s accounting 
for the Stock Plus Cash Bonus Plan had no effect on net 
income because the charges to pretax income were off
set by reductions in income taxes, as the market value 
of the shares distributed (which was substantially in ex
cess of cost) was, and is currently, allowable as a corpo
rate tax deduction.

Due to the adoption of Accounting Principles Board 
Opinion No. 25 by the A.I.C.P.A., since January 1, 1973, 
generally accepted accounting principles restrict finan
cial recognition of tax benefits resulting from stock 
compensation plans to only those benefits related to 
recognized compensation expense. Tax benefits in ex
cess of that amount are added to Other Capital. In 1973, 
additions to Other Capital and decreases in net income, 
as a result of the mandatory change in accounting were 
$1,274,000 (3c per share).

During the year ended December 31, 1973, treasury 
stock was increased through the purchase of 48,500 
shares costing $1,892,000. Charges to income for distri
butions under the Plan totaled $3,111,000 in 1973 and 
$2,309,000 in 1972, and included shares and related 
costs of 88,783 and $1,611,000 in 1973 and 101,196 and 
$1,052,000 in 1972.

For awards granted before and outstanding on De
cember 31, 1973, and based on the market price as of 
that date, 400,000 shares would be distributed in the 
years 1974 through 1981.

employees as additional compensation for their ser
vices. Twenty per cent of the shares covered by an 
award vest at the end of the first year following the date 
of the award and twenty per cent at the end of each suc
ceding year, provided that the key employee remains in 
the service of the Company on the vesting date.

An amendment to the 1970 stock option plan was ap
proved concurrently, increasing the number of shares 
available for options to the extent that the 300,000 
shares available for award under the stock bonus plan 
are not issued. In 1973, awards of 59,996 shares were 
made under the stock bonus plan, and an amount 
equivalent to the fair market value of the shares at the 
time of award ($952,000) was charged to earnings. The 
remaining 240,004 shares are included in the options 
available for future grant under the 1970 plan in the 
foregoing tabulation.

During 1973, the Company purchased 300,000 shares 
of its common stock at an average cost of $16.79. The 
1973 awards under the stock bonus plan were issued 
from these shares.

FMC CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 8 (in part): Capital Stock and Retained Earnings- 

On April 27, 1973 the stockholders approved FMC’s In
centive Share Plan. Under the Plan, which has a ten- 
year life, officers and key employees may be granted 
contingent rights to receive payments of cash or FMC 
common stock, or both. Such rights are designated as 
“ Plan Shares’’ and each Plan Share has a value equal to 
the value from time to time of a share of FMC common 
stock. The maximum number of Plan Shares that may 
be awarded under the Plan may not exceed 600,000. 
Payment of Plan shares is contingent on continued em
ployment with FMC for a specified period (except for 
death, disability or retirement) and, as to senior man
agement employees, on meeting earnings per share 
growth objectives and on other measures of perfor
mance.

The value of shares awarded is being charged to ex
pense over the period of earnings or employment con
tingencies. During 1973, 103,630 Plan Shares were 
awarded, for which $221,000, after tax, was charged to 
operations.

During 1973, 350,000 shares of common stock were 
purchased for $6,829,000 in cash. It is intended that 
such shares will be issued to satisfy requirements of the 
Incentive Share Plan.

ENGELHARD MINERALS & CHEMICALS CORPORATION 
(DEC)

Note to Consolidated Financial Statements
Note 8 (in part): Stock Options and Aw ards- In May, 

1973 the stockholders approved a key employees stock 
bonus plan, terminating December 31, 1978. Under the 
plan, awards of up to 300,000 common shares (not ex
ceeding 60,000 shares in any year) may be made to key

GENERAL AMERICAN TRANSPORTATION 
CORPORATION (DEC)

Notes to Financial Statements
Note F: Qualified Stock Option Plans and Stock 

Equivalent Plan — On April 28, 1971, GATX adopted the 
1971 Stock Option Plan and the 1971 Stock Equivalent 
Plan which authorize, respectively, the granting of op
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tions for not more than 400,000 shares of Common 
Stock and the awarding of not more than 400,000 stock 
equivalent Units. Generally, such options may be exer
cised during a three-year period commencing two years 
from date of grant. Benefits under the Stock Equivalent 
Plan are measured by the excess of market value of 
GATX’s Common Stock on the Determination Date over 
Unit award value (not less than 85% of market value on 
date of award) plus the market value of “ dividend equiv
alents” stated in terms of shares. Such benefits (which 
will be reduced to the extent that the participant exer
cises any option granted in conjunction with those 
Units) generally are determined as of, and are payable in 
stock or cash at GATX’s option promptly following, the 
day after the fifth anniversary date of the award of Units. 
Data as of December 31, 1973 with respect to options 
and Units outstanding under the 1971 plans are as fol
lows:

Option Price/M arket 
Price at Date

Number of of Grant
Options Veers

Outstanding Exercisable Per Share Total

182,730 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1974-1976 $48.69 $8,897,124
89,825 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1974-1977 41.625 3,738,966

Number Market Price Award
of Units Determination at Data Value

Outstanding Data of Award Par Unit

182,730 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1976 $48.69 $41.39
89,825 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1977 41.625 35.39
39,400 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1978 51.75 43.99

C h a rg e s  to  incom e (1 9 7 3 -$ 2 ,1 7 7 ,0 0 0 ; 1972 — 
$416,000) were calculated to accumulate, over the five- 
year period of each award, estimated future benefits 
with respect to outstanding Units.

Transactions during the two years ended December 
31, 1973 are summarized as follows:

Shares Optioned Units Awarded
Price

Per Share Number
Value 

Per Unit Number

January 1, 1972 . . . . . . . . . . . . . . . . . . . $48.69 197,655 $41.39 197,655
Granted and a w a rd e d . . . . . . . . . . . . 41.625 92,500 35.39 92,500
T erm inated. . . . . . . . . . . . . . . . . . . . . . . . . (3,775) (3,775)
Benefits p a id . . . . . . . . . . . . . . . . . . . . . . .
December 31, 1972 . . . . . . . . . . . . . . . . 41.625-

(1,550)
35.39-

(1,550)

48.69 284,830 41.39 284,830
A w a rd e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43.99 39,400
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . . 48.69 (2,450) (2,450)
T erm inated. . . . . . . . . . . . . . . . . . . . . . . . . (7,375) (7,375)
Benefits p a id . . . . . . . . . . . . . . . . . . . . . . .
December 31, 1973 (182,730

(2,450) (2,450)

shares exerc isab le ). . . . . . . . . . . . . 41.625- 35.39-
48.69 272,555 43.99 311,955

At December 31, 1973, 81,595 shares and units were
available for future option grants and awards.

In addition, options are outstanding under GATX’s 
1962 Stock Option Plan. No new options may be granted 
under this Plan. Transactions during the two years 
ended December 31, 1973 are summarized as follows;

Price
Per Share Shares

January 1, 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $30.40-$42.56 65,323
T e rm in a te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1.250)
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30.40-42.56 (28,348)
December 31, 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35.89-42.56 35,725
T e rm in a te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,250)
E xe rc ise d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  35.89-42.56 (11,865)
December 31, 1973 (all e x e rc is a b le )... . . .  42.56 20,610

All options now outstanding, if not exercised, will 
lapse during 1974. The option price is 100% of the quot
ed market price at date of grant.

PEPSICO, INC. (DEC)

Notes to Consolidated Financial Statements
Note 6 (in part): Capital Stock and Capital in Excess 

of Par Value- Shares reserved at December 29, 1973 
were as follows:
Stock o p t io n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  356,930
4½ % convertib le debentures (at $46.50 per share) ... 176,430
4¾ % convertib le subordinated debentures (at 63.50

per s h a re ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  787,402
Perform ance share p la n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  450,000

1,770,762
At December 29, 1973, options were outstanding on

241,001 shares (of which 78,177 were then exercisable) 
having an aggregate price of $17,234,124. The balance 
of 115,929 shares reserved is available for future grants 
under the Company’s 1964 and 1969 Plans. In 1973 op
tions for 89,280 shares were exercised having an aggre
gate option price of $4,056,094; options were granted 
for 61,800 shares having an aggregate option price of 
$5,105,368, and options for 13,813 shares were can
celled.

Under the 1972 Performance Share Plan for key exec
utive employees, the Performance Share Committee, 
appointed by the Board of Directors, may award up to
450,000 performance share units, each unit being equiv
alent to a share of PepsiCo capital stock. Units may be 
awarded bi-annually, and once awarded, are earned 
only to the extent that PepsiCo achieves stated cumula
tive growth rates in net income per share over a four- 
year period. Payments to participants are to be made 
four years after the date of the award through issuance 
of PepsiCo capital stock or payment in cash, or combi
nation thereof, as the Committee decides. During 1972, 
a total of 81,581 performance share units were awarded, 
of which 77,817 units were outstanding at December 29, 
1973. The cost of the awards made under the Plan is 
being charged to income ($1,333,000 in 1973 and 
$2,351,000 in 1972, before accrued tax effect) over the 
applicable four-year period.
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INDIAN HEAD INC. (NOV)

Notes to Financial Statements
Note E: Stock Options and Performance Share Plan -  

Options are granted at the quoted market price at grant 
dates and expire at various dates to 1983. There were
196,200 shares reserved for grant at the beginning of 
the year and 147,300 shares at the end of the year.

Changes during the year in the company’s stock op
tion plan are summarized below:

S h a r e s  P r i c e s  
U n d e r  O p t i o n  p e r  S h a r e

A t  b e g i n n i n g  o f  y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  175,009 $15.75 to  $ 3 0 .50
O p t i o n s  g r a n t e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60,500 $16.38 an d  $25.81
O p t i o n s  e x e r c i s e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (7,935) $15.75 and  $1 7 .50
O p t i o n s  c a n c e l l e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (25,100) $15.75 and  $27.69
A t  e n d  o f  y e a r  ( o f  w h i c h  1 1 1 , 5 7 4  s h a r e s  a r e  

e x e r c i s a b l e ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  202.474 $15.75 to  $30.50

The company’s shareholders approved in 1973 the 
Performance Share Plan for key executive employees, 
under which up to 200,000 Performance Shares (each 
share being equivalent to a share of common stock) 
may be outstanding at any one time. The shares, once 
awarded, are earned only to the extent that stated cu
mulative growth rates in adjusted earnings per share (as 
defined) over a four-year period are achieved. Payments 
to participants are to be made four years after the date 
of grant through issuance of common stock or payment 
in cash, or combination thereof, at the discretion of the 
Board of Directors’ Committee administering the Plan. 
During 1973, 58,250 performance shares were granted 
and are outstanding. The cost of the grants is being 
charged to income over the four-year period, with 
$288,000 charged in 1973.

POLAROID CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 4 (in part): Stock Incentive P lans- The Compa

ny’s performance share plan was approved by stock
holders on April 24, 1973. Under the plan, distributions 
to  p e rfo rm a n ce  share aw ard re c ip ie n ts , and the 
amounts of such distributions (up to certain maxi- 
mums), depend upon realization of pre-established 
earnings goals over the respective award periods. Dis
tributions consist of 50% common stock and the re
mainder in cash. The Board of Directors may, however, 
in its absolute discretion, vary the ratio of stock and 
cash including a variation to 100% stock. The number of 
performance shares which may be awarded under the 
plan, and therefore the maximum number of shares of 
common stock which may be distributed may not ex
ceed 133,300.

As of December 31, 1973, the Company had awarded 
11,960 performance shares for the award period ending 
December 31, 1975. The amount of performance share 
expenses accrued for 1973 was $303,000.

TEXASGULF INC. (DEC)

Notes to Consolidated Financial Statements
Note 5: Under a stock option plan approved by the 

stockholders in April, 1961, options were granted to offi
cers and employees of the company and subsidiaries to 
purchase shares of the company’s stock. Options be
come exercisable, as to 40 percent of the total granted 
eighteen months after date of grant, as to 70 percent 
three years after date of grant, and as to 100 percent 
four years after date of grant and expire five years after 
date of grant.

1973 1972
During the

Year Options: Shares

Became exercisable as t o . . . . . . .

Were cancelled or expired as to 

Were exercised as t o . . . . . . . . . . . . .

Option Price 
Shares Per Share

4 3 ,2 0 0  $ 1 5  1 5 / 1 6 -  
1 6  1 3 /1 6  

1 5  1 5 / 1 6 -  
4 3  1 5 /1 6  

1 5  1 5 / 1 6 -  
20

Option Price 
Per Share

5 5 ,9 0 0  $ 1 5  1 5 / 1 6 -  
4 3  1 5 /1 6

6 9 ,6 0 0

3 0 ,0 7 5

10,000

1 ,6 0 0

1 5  1 5 / 1 6 -  
4 3  1 5 / 1 6  
1 5  1 5 / 1 6

At December 31, 1973, there were 133,725 shares 
under option, 77,925 of which were exercisable at prices 
ranging from $15 15/16 per share to $20 per share. The 
plan terminated as to the grant of additional options in
1971.

Under a stock option plan approved by the stockhold
ers in April, 1972, options may be granted to officers 
and key employees of the company and subsidiaries to 
purchase up to 750,000 shares. In addition to granting 
“ qualified stock options,’’ which expire five years after 
date of grant, the company may also grant “ non-quali
fied stock options’’ whose term shall not exceed ten 
years. No options under the plan were granted in 1972. 
During 1973 there were 194,550 “ qualified stock op
tions’’ granted at $22 ¾ per share, of which 2,000 were 
cancelled during the year. None of these shares became 
exercisable during the year. They become exercisable 
as to 40 percent of the total granted eighteen months 
after date of grant, as to 70% three years after date of 
grant, and as to 100% four years after date of grant.

In April 1970, stockholders approved a Career Incen
tive Stock Plan. Under the Plan awards not to exceed
250,000 shares may be made out of treasury stock to of
ficers and other key employees of the company and its 
subsidiaries. In 1973, awards of 30,550 shares were 
made, awards of 560 shares previously granted were 
cancelled, and 9,730 shares were transferred to the 
employees under the plan. In 1972, awards of 29,025 
shares were made, awards of 650 shares previously 
granted were cancelled and 7,065 shares were trans
ferred to the employees under the plan. Awards out
standing at December 31, 1973 and December 31, 1972 
amounted to 77,845 shares and 57,585 shares respec
tively. An amount equal to the fair market value of the 
shares at the time of award is being charged to income 
over the period in which the awards will be earned. Ac
cordingly $343,000 was charged to income during 1973 
($263,000 in 1972). Shares are transferred 20% upon the 
second anniversary of the award and each anniversary 
thereafter.

In 1973 contributed capital increased by $415,000 
($107,000 in 1972) and treasury stock decreased by 
$243,000 ($132,000 in 1972) due to the transfer of com
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pany stock under the stock option and career incentive 
plans.

The shares reserved for issuance under the above 
plans amounted to 1,116,930 at December 31, 1973 and 
1,226,335 at December 31, 1972.

Profit S haring  P lans

COLLINS & AIKMAN CORPORATION (FEB)

Notes to Consolidated Financial Statements
N ote 6 : E m p lo ye e s ’ P ension  and P ro fit-S haring  

P lans- The Company and its subsidiaries have non
contributory pension plans covering eligible salaried 
and hourly employees. The accounting and funding pol
icy with respect to the plans generally is to provide 
amounts sufficient to meet normal cost plus interest on 
unfunded prior service cost, as computed by indepen
dent actuaries. Pension costs charged to income in 
1973 and 1972 under the plans were $974,800 and 
$919,100, respectively. The actuarially computed value 
of vested benefits for all plans exceeded the total of the 
pension funds by approximately $1,350,000 at March 3, 
1973.

The Company has an employees’ profit-sharing plan 
which provides for contributions to a fund to be held in 
trust by a corporate fiduciary of a sum not in excess of 
8% of income, as defined, for the year but not in excess 
of the amount permitted under the Internal Revenue 
Code as a deductible expense. Provisions of $1,409,113 
and $1,551,996 for the employees’ profit-sharing plan 
were charged to income during 1973 and 1972, respec
tively.

THE GOODYEAR TIRE & RUBBER COMPANY (DEC)
Financial Review

Incentive Compensation and Stock Option Plans (in 
p a rt)-  The Company has a Key Personnel Incentive 
Profit Sharing Plan under which compensation contin
gent upon consolidated income is provided for key per
sonnel, including officers. A provision of $10,577,000 
($12,076,000 in 1972) has been charged against 1973 in
come in anticipation of the distribution of the profit 
sharing fund in cash and shares of Goodyear common 
stock. A detailed description of the Plan is included in 
this annual report on page 36.

Key Personnel Incentive Profit Sharing Plan
The Company’s profit sharing plan, under which com

pensation contingent upon consolidated income is pro
vided for officers and other key personnel as an incen
tive, has been in effect since 1937. The plan is annually 
subject to amendment by the Board of Directors; and 
from time to time, as conditions have changed, it has 
been modified and its application extended to additional 
personnel. The Plan is administered by a committee 
consisting of all of the directors who do not participate 
under it. Participants are selected and allotments of par
ticipation are made annually by the Committee (in 1973 
allotments were made to 1,722 participants).

Under the present formula of the Plan, the Company’s 
consolidated net income after tax (adjusted as de
scribed below) for any year must exceed 5% of the aver
age amount of the consolidated book value of its capital

stock before any amount becomes available for the 
Plan. Ten percent of the excess of adjusted net income 
(the “ formula amount” ) is applied as follows; (a) an 
amount up to that fixed by the Board of Directors (the 
“ fixed amount” -  $3,000,000 in 1973) is distributable in 
cash to participants in proportion to their respective al
lotments, promptly upon official computation of the for
mula amount: and (b) additionally, in the sole discretion 
of the Committee, all or such part of any balance of the 
formula amount as the Committee may determine, is 
similarly distributable in the form of either cash or 
shares of Goodyear Common Stock (or combination of 
both cash and stock)-except that the Committee may 
order distribution to be deferred, with respect to a par
ticular classification of participants as described below. 
Any balance of participants as described below. Any 
balance of the formula amount not distributed or de
ferred lapses and thereupon involves no charge to the 
income account.

Any part of an allotment as to which distribution is 
deferred, as referred to in (b) above, becomes distribut
able at the Committee’s discretion in annual install
ments or in one lump sum after termination of the par
ticipant’s employment, subject to forfeiture in whole or 
in part under various contingencies detailed in the plan 
and relating mainly to termination of employment for 
certain reasons or engaging in activity or business com
petitive with the Company. Each deferred allotment 
based upon Goodyear Common Stock accumulates div
idends (cash or stock), stock splits and the value of 
stock rights (or the equivalent); and distribution of the 
accumulation is subject to the same conditions and 
contingencies as distribution of the allotment itself. For 
tax purposes, deductions for deferred amounts are 
claimed by the Company in the years in which distribu
tion is made.

Shares of Goodyear Common Stock required for pur
poses of the Plan may be either issued or purchased, as 
the Board of Directors may direct, and are charged 
against allotments of participation at the closing market 
price of the day preceding the Committee’s or its sub
committee’s determination of the medium of distribu
tion.

For purposes of computation of the formula amount 
for any year, the consolidated net income of the Compa
ny is taken as that approved by its independent accoun
tants and reflected in the annual financial statements 
submitted to shareholders for that year, but adjusted to 
include an amount equal to the provision made in such 
statements for the profit sharing plan.

The “ formula amount” for 1973 was $11,426,000, of 
which, pursuant to determinations by the Committee, 
$849,000 was not appropriated or used for the profit 
sharing fund, and therefore was not a charge to the 
C o m p a n y ’ s in c o m e  a c c o u n t. Of the re m a in in g  
$10,577,000, representing the total profit sharing fund 
for the year, $9,297,000 was distributed to participants 
in cash and shares of the Company’s Stock, and 
$1,280,000 in shares of the Company’s Stock was de
ferred for future distribution in the case of 46 participat
ing officers and employes designated by the Committee. 
All the Common Stock, both distributed and deferred, 
was previously issued shares acquired in the open mar
ket by the Company and were charged against the re
spective allotments of participation at the closing mar
ket price per share on February 11, 1974.
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WINNEBAGO INDUSTRIES, INC. (FEB)

Notes to Financial Statements
Note 4: Profit-Sharing P lan - The Company has a 

qualified contributory profit-sharing plan for all eligible 
employees. The plan provides for contributions by the 
Company in such amounts as the Board of Directors 
may annually determine. The Company’s contributions 
charged to expense were as follows:

Year Ended
February 22, 1969 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $None
February 28, 1970 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  63,900
February 27, 1971 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  113,542
February 26, 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  327,586
February 24, 1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  453,970

OWENS-ILLINOIS, INC. (DEC)
Financial Review
Employee Benefit Plans (in part) -  The Owens-Illinois 

S to ck  Purchase and S avings Plan offers salaried 
employees with a minimum of one year of service the 
opportunity to invest up to six percent of their salaries 
in an Owens-Illinois common stock fund, a government 
securities fund, or a diversified stock fund; or in equal 
parts in any two of the funds. The maximum investment 
allowable is $3,000 per year per employee. For each $1 
the employee invests in his choice of such funds, the 
Company contributes 50 cents for purchase of Owens- 
Illinois common stock for the employee’s account. 
Company contributions are fully vested after 60 months 
of contributions by the employee. At December 31, 1973, 
there were 9,334 participants in the plan. Company con
tributions to the plan amounted to $3 million in 1973 
and $2.9 million in 1972.

S avin gs  Plan

THE ANACONDA COMPANY (DEC)
Financial Review

Retirement and Savings Fund Plans (in part)—  The 
Company has a contributory savings fund plan under 
w h ich  the c o n tr ib u t io n s  o f p a rtic ip a tin g  salaried 
employees are matched by the company to the extent of 
50% of the employees’ savings. The combined contribu
tions are invested in common stock of the company and 
certain other investments. Shares of the company’s 
common stock may be acquired by the plan’s trustee on 
the open market, or from the company at market price. 
To date, shares of the company’s common stock have 
been acquired on the open market. During 1973 the plan 
was amended to provide for more rapid vesting of com
pany contributions. Company contributions to the plan 
amounted to $1.6 million in each of the years 1973 and
1972.

GRANITEVILLE COMPANY (DEC)
Notes to Consolidated Financial Statements
Note 7 (in part): Employee Benefits- The Company 

adopted, effective January 3, 1971, “ The Graniteville 
Company Savings and Supplemental Retirement Plan” 
which provides that qualified employees of the Compa
ny may contribute to the plan through payroll deduction 
any whole percentage of his or her gross compensation 
from 1% to 6%. The Company will make annual contri
butions of an amount equal to at least 10% of the partic
ipant’s deposits and, depending on earnings per share 
and year-end book value per share, will make contribu
tions not exceeding 50% of the participant’s deposits. 
The Company’s contribution for the current year was 
approximately $177,000.

D eferred  C o m p ensation

DATA-CONTROL SYSTEMS, INC. (SEP)

Notes to Consolidated Financial Statements

Note 4: Deferred Compensation- In 1972, the Com
pany adopted a deferred compensation plan for two of
ficers providing for aggregate payments of $48,000 per 
year upon their retirement, disability or death. The Com
pany is currently accruing the present value of these 
payments over the remaining periods of employment. 
Accordingly, operations for fiscal years 1973 and 1972 
have been charged with $33,135 and $7,800 respective
ly. In addition, the Company has insured against pay
ments which may be required prior to anticipated retire
ment dates.

GEARHART-OWEN INDUSTRIES, INC. (JAN)
Notes to Consolidated Financial Statements
Note 10: Employees’ Deferred Compensation Agree

m ents- In connection with the acquisition of a subsidi
ary company, the company assumed and has outstand
ing deferred compensation and salary continuation 
agreements with four key employees of the subsidiary 
company. The plans reflect a combined total deferred 
compensation of $300,000. $6,809, net of applicable in
come taxes, was charged to operations during the fiscal 
year ended January 31, 1974. If the four employees con
tinue to meet the terms of their agreements, $12,341, net 
of income taxes, will be charged to consolidated opera
tions for the fiscal years commencing with February 1, 
1974.

HERMAN MILLER, INC. (MAY)
Notes to Financial Statements
Note 7: Deferred Compensation —  The company has 

deferred compensation agreements with certain key 
employees which provide for retirement and death ben
efits if the conditions of the contracts are met. The
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charge to income for this plan was $23,000 in 1973 and 
$26,500 in 1972.

The company has deferred income agreements with 
certain executives intended to provide incentives and 
potential benefits comparable to those under its stock 
option plans. Due to the decline in the market value of 
the company’s common stock, the company’s liability 
under the agreements was reduced by $8,000 in 1973 
and $80,000 in 1972 with comparable increases in in
come before income taxes for the applicable years.

ROWE FURNITURE CORPORATION (NOV)

Notes to Consolidated Financial Statements
Note 4 (in part): Deferred Compensation P lans- The 

company has deferred compensation agreements with 
key employees in amounts ranging from $50,000 to 
$250,000. The employees became 50% vested at age 
fifty-five and vest an additional 5% each year thereafter, 
except there is no vesting in the event of voluntary ter
mination of employment. Vested benefits are payable in 
120 monthly installments upon cessation of employ
ment. Life insurance contracts have been purchased 
which may be used to fund these agreements. At No
vember 30, 1973, the Company recorded a deferred lia
bility of $44,112 and related future income tax benefits 
of $22,497. The liability is based on the present value 
method, using a 10% per year discount rate.

DEPRECIATION AND DEPLETION

Paragraph five of APB Opinion No. 12 stipulates that 
both the amount of depreciation expense and method 
or methods of depreciation should be disclosed in the 
financial statements or in notes thereto. Paragraph five, 
Chapter 9C of ARB No. 43 defines depreciation ac
counting (the process of allocating the cost of produc
tive facilities over the expected useful lives of the facili
ties) as “ a system of accounting which aims to distrib
ute the cost or other basic value of tangible capital as
sets, less salvage (if any), over the estimated useful life 
of the unit (which may be a group of assets) in a sys
tematic and rational manner. It is a process of alloca
tion, not of valuation.”  If the depreciation methods used 
for tax purposes and, for financial statement reporting 
differ, APB Opinion No. 11 requires that the income tax 
expense shown in a company’s financial statements re
flect the tax effects of such a difference.

Practices followed by the survey companies as to dis
closure and description of depreciation expense, depre
ciation methods used for financial statement purposes, 
and depreciation methods used for income tax pur
poses are summarized in Table 3 -1 1 , Table 3 -1 2 , and 
table 3 -1 3 , respectively. Examples of the aforemen
tioned subjects follow. Addition examples of deprecia
tion practices are also presented in the ‘‘Property, Plan 
and Equipment”  segment of Section 2 and in connec
tion with Table 2 -42 .

SIGNODE CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 5: Profit Sharing and Bonus Plan -  The parent 

c o m p a n y  has a d e fe rre d  p ro f it  sh a rin g  p lan fo r  
employees upon retirement or for other purposes under 
which it contributes a portion of its earnings annually, 
and employees who participate may contribute up to 4 
% of their earnings. The parent company’s annual con
tribution under the plan, as amended, is the lesser of (a) 
a sum equal to 30% of its net after-tax earnings, as de
fined, or (b) four times the contribution made by the 
employees, provided that (c) the minimum annual con
tribution from current or accumulated earnings shall be 
at least 5% of the wages or salaries, as defined, paid 
during the year to participating employees. The Compa
ny’s contribution was $4,091,000 for fiscal 1973 and 
$3,990,000 for fiscal 1972. Certain domestic and interna
tional subsidiaries also have profit sharing plans and 
their contributions under these plans were $1,436,000 
for fiscal 1973 and $672,000 for fiscal 1972.

The Company also has an incentive bonus plan for 
officers and certain key employees. The annual bonus is 
computed using a formula which considers the partici
pant’s annual salary and consolidated net earnings, as 
defined. The incentive bonus provision was $1,238,000 
for fiscal 1973 and $1,111,000 for fiscal 1972.

TA BLE 3-11: D E P R E C IA T IO N  EX PE N SE
Manner of Disclosure 1973 1972 1971 1970
Separate caption in income state

ment (*2 4 7 ,4 3 2 ,6 4 1 ). . . . . . . . . . .  225 231 241 264
Parenthetical matter w ithin in

come statement(*123,712). . . . . .  13 14 21 42
Note at bottom of income state

ment (*304,689,766). . . . . . . . . . . . .  12 10 22 36

Subtotal.................................  250 255 284 342
Disclosed Only in Statement of 

Changes in Financial Position
(*1 4 5 ,3 0 0 ,7 7 0 ). . . . . . . . . . . . . . . . . .  282 253 176 106

Disclosed only in notes to finan
cial statements (*172,484,628) 68 92 140 148

Not d is c lo s e d . . . . . . . . . . . . . . . . . . . . . .  -  -  -  -  -  4

Total Companies....................  600 600 600 600
Description of Provision
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . .  290 293 292 302
Depreciation and amortization ... 210 202 202 181
Depreciation and de p le tio n . . . . . .  48 46 50 52
Depreciation, depletion, and am

ortization . . . . . . . . . . . . . . . . . . . . . . . . .  43 43 47 41
Other d e s c r ip tio n s . . . . . . . . . . . . . . .  9 16 9 20
Total Companies....................  600 600 600 596
*Refer to Company Appendix Section.
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TA B LE 3-12: D E P R E C IA T IO N  A N D  D E PLE TIO N  
PO LIC Y

Method Used 1973 1972 1971 1970
S tra ig h t-line . . . . . . . . . . . . . . . . . . . . . . . .  568 565 545 531
Declining b a la n ce . . . . . . . . . . . . . . . . .  74 73 77 74
Sum-of-the-years d ig i ts . . . . . . . . . .  47 52 51 53
Accelerated m ethod-not specified 76 80 74 75
Unit of p ro d u c tio n . . . . . . . . . . . . . . . .  40 38 36 40
Other m e th o d s . . . . . . . . . . . . . . . . . . . . .  2 1 1  3

Total Disclosures.................... 807 809 784 776
Number of Companies
Disclosing m e th o d . . . . . . . . . . . . . . . .  596 596 588 574
Not disclosing m e tho d. . . . . . . . . . .  4 4 17 26

Total.....................................  600 600 600 600
Depletion method described....  61 58 46 40

S tra ig h t L ine M ethod

AMP INCORPORATED AND PAMCOR, INC. (DEC) 

S tatem ent of Incom e
1973 1972

Income from  operations (after deducting 
depreciation of $13,128,000 and 
$11,655,000). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $91,004,000 $66,235,000

Notes to Combined Financial Statements
Note 1 (in part): Property, Plant and Equipment and 

Depreciation -  Property, plant and equipment is stated 
at cost. Depreciation is computed by applying princi
pally the straight-line method to individual items. Where 
accelerated depreciation methods are used for tax pur
poses, deferred income taxes are recorded. Investment 
tax credits are apportioned over the productive life of 
the equipment for which they were granted.

Maintenance and repairs are charged to expense as 
incurred. Major repairs and improvements are capital
ized and depreciated at applicable straight-line rates. 
Dies, small tools and accessories are charged to ex
pense as acquired.

The cost and accumulated depreciation of items of 
plant and equipment retired or otherwise disposed of 
are removed from the related accounts, and any residual 
values are generally charged or credited to income.

ASG INDUSTRIES, INC. (DEC)

Statem ent o f Incom e
1973

COST AND EXPENSES

Cost of sales, exclusive of items listed
b e lo w . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $51,731,385

Selling, general, and adm inistrative ex
penses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,365,056

In te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,274,901
Depreciation (Notes 1 and 3 ) . . . . . . . . . . . . . . . .  4,168,740

$64,540,082

1972

$43,812,750

5,254,614
1,898,594
3,804,400

$54,770,358

Note 1 (in part): Depreciation is generally provided 
for on a straight-line basis, charging a full year’s depre
ciation in the year of acquisition on assets acquired dur
ing the first six months and charging no depreciation on 
assets acquired during the second six months. Deprec
iation on major investments in new plant and equipment 
(e.g. new float glass plant) is begun in the first full 
month of operation of the facility.

Note 3: Property, Plant and Equipm ent- Provision 
for depreciation stated as a percentage of depreciable 
plant and equipment by major classification:

C om posite Annual 
Rate of Depreciation

B uild ings and Im provem ents. . . . . . . . . . . . . .
Furnaces, M achinery and Equipm ent .... 
Furniture, Office and O ther E q u ip m e n t 

1973
2.2%
7.1%

13.3%

1972
2.2%
6.3%

11.9%

TA B LE 3-13: D E P R E C IA T IO N  R EPO R TED  FOR  
TA X R E TU R N S

Tax Provision Agrees With 
Statement Provision

Method not indicated (*20 5. 251
7 6 4 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Accelerated method (*214.462) 
Straight-line method (*509.537),

Subtotal.................................
Tax Provision Differs From 

Statement Provision
Method not indicated 

(*207,306,759). . . . . . . . . . . . . . . . . . . .
Accelerated method used for tax 

purposes (*198,333,711). . . . . . . .
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Subtotal.................................
Total Disclosures...................
Number of Companies
Disclosing whether statement or 

tax method co rre s p o n d . . . . . . . .
No in d ic a tio n . . . . . . . . . . . . . . . . . . . . . . .

Total.....................................
Number of companies disclosing 

tax method for d e p le tion .. . . . .
*Refer to Company Appendix Section

1973 1972 1971 1970

56 54 65 57
29 29 30 39
16 16 18 24

101 99 113 120

220 222 231 235

310 313 267 256
3 2 10 7

533 537 508 498
634 636 621 618

600 600 594 582
- - 6 18

600 600 600 600

22 23 9 9
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BRUNSWICK CORPORATION (DEC)

Consolidated Statem ents o f Changes in F inancial 
Position

($ thousands)
SOURCE OF FUNDS:
From opera tions-
Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $39,742
Adjustm ents fo r non-cash items:
Equity in undistributed net earnings o f N ippon B run

sw ick Co., Ltd., 50% owned (Note 3 ) . . . . . . . . . . . . . . . . .  (6,580)
M inority  shareholders' equity in net earnings of Sher

w ood M edical Industries Inc. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,437
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  18,689
Provision (credit) fo r deferred incom e ta x e s .. . . . . . . . .  2,600
Funds provided from operations.........................  $55,888

Summary of accounting policies
Depreciation -  The straight-line depreciation method 

is used for all property acquired before 1954 and after 
1967. Accelerated methods (sum-of-the-years digits or 
double declining balance) are used for most property 
acquired during the years 1954 through 1967. For tax 
purposes, the Company has generally used accelerated 
methods where permitted.

Upon sale of retirement of depreciable properties, the 
related cost and accumulated depreciation are removed 
from the accounts. All gains or losses on sale or retire
ment of property are reflected in earnings.

THE HOOVER COMPANY (DEC)

S tatem ent o f Income
DEDUCTIONS:

1973 1972
M anufacturing c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $341,688,556 $287,776,046
M erchandising, general, and adm inistrative

e x p e n se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  105,269,503 90,163,186
Depreciation charges -  Note D ... . . . . . . . . .  11,923,925 10,929,379
Other c h a rg e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,300,458 2,453,130

$461,182,442 $391,321,741
Note D: Depreciation- With respect to facilities of 

the Company acquired prior to January 1, 1972, the 
Company generally provides maximum depreciation (by 
the declining balance method in the early years and by 
the straight-line method thereafter); and, with respect to 
facilities of its subsidiaries, depreciation is provided 
generally by the straight-line method. For all facilities of 
the Company and its subsidiaries acquired after Decem
ber 31, 1971, depreciation is provided by the straight- 
line method. Major tooling costs are depreciated based 
on estimated production generally not to exceed a per
iod of three years.

In addition, Investment Grants in England ($767,000 
in 1973 and $580,000 in 1972) have been used to reduce 
the cost of property, plant, and equipment. The effect of 
such reductions together with prior years’ reductions 
was to decrease depreciation by approximately $881,000 
and $815,000 in 1973 and 1972, respectively.

GRANGER ASSOCIATES (AUG)
Notes to Financial Statements
Note 2: Depreciation- Depreciation of plant and 

equipment is calculated by the straight-line method 
based on estimated service lives of six to twelve years. 
Leasehold  im p ro ve m e n ts  are d e p re c ia te d  by the 
straight-line method over the estimated service life on 
the lease term, whichever is shorter. The same method 
is used for income tax purposes.

Expenditures for maintenance, repairs, and minor re
newals are charged to expense as incurred; additions 
and major renewals are capitalized. Upon sale or retire
ment, the cost and accumulated depreciation for the 
asset sold or retired are removed from the accounts, 
and the net gain or loss is credited or charged to in
come.

The provision for depreciation included in costs and 
expenses was $74,861 and $78,633 respectively for the 
years ended August 31, 1973 and 1972.

UNITED STATES STEEL CORPORATION (DEC)

Statem ent o f Incom e
COSTS
Em ploym ent costs

Wages and s a la rie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,301,959,397
Employee benefits (Note 9 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  467,885,122

2,769,844,519
Products and services b o u g h t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,164,385,909
Wear and exhaustion of fa c i l it ie s . . . . . . . . . . . . . . . . . . . . . . . . .  357,958,348
Interest and o ther costs on d e b t . . . . . . . . . . . . . . . . . . . . . . . . . .  96,141,780
State, local and m iscellaneous ta x e s . . . . . . . . . . . . . . . . . . . .  152,594,715
Total costs other than United States and foreign 

taxes on income............................................  $6,540,925,271
Notes to Financial Statements
Note 1(in part): Summary of Principal Accounting 

Policies- Wear and exhaustion of fac ilities- For the 
most part, depreciation is computed on the straight-line 
method applied to the cost of assets classified in ac
cordance with guideline procedures established by the 
Internal Revenue Service in 1962 and based on estimat
ed useful lives established therein and is related to U.S. 
Steel’s rate of operations. Proceeds from sales of facili
ties covered by such procedures are credited to income 
and the cost of the assets is charged to the reserve for 
depreciation. Assets retired are charged to the reserve 
for depreciation.

Depletion of the cost of mineral properties is comput
ed on the unit of production method based on estimated 
mineral reserves of the particular property.
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Declin ing-B alance Method
BEECH AIRCRAFT CORPORATION (SEP)

Statem ent o f Incom e
COSTS AND EXPENSES
Wages, materials, and o ther c o s ts . . . . . . . . . . . . . . . . . . . . . . .  $156,476,798
Selling, general, and adm inistrative e xp e n se s . . . . . . . . .  24,229,227
In te re s t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,607,122
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,365,529
Taxes other than incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,722,636

$191,401,312
Notes to Consolidated Financial Statements
Note A (in part): Depreciation- Property, plant, and 

equipment is carried at cost and depreciation is deter
mined using principally the declining balance method 
over periods ranging from 8 to 33 years for buildings 
and improvements and 3 to 20 years for machinery and 
equipment.

BOND INDUSTRIES, INC. (JUL)

Statem ent o f Incom e
COSTS AND EXPENSES:
Cost of goods sold, inc lud ing  occupancy, buying and

alteration c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $63,986,589
Stores and general and adm inistrative e x p e n s e s -

Note F . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30,465,763
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,522,063
O ther-net, principa lly  in te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  127,290

$96,101,705
Notes to Financial Statements
Note A: Summary of Significant Accounting Policies 

-  The consolidated financial statements include the ac
counts of Bond Industries, Inc. and Bond Stores, Incor
porated and its subsidiaries. Appropriate adjustments 
have been made in consolidation to eliminate inter
company accounts and transactions.

The inventories of raw materials, work in process and 
finished goods manufactured by the companies are 
stated at the lower of cost (principally first-in, first-out) 
or market. The other finished goods inventories are stat
ed at the lower of cost or market based on the retail in
ventory method.

Depreciation and amortization are provided for prin
cipally on the double-declining balance method; the 
rates used are based on the estimated useful lives of the 
respective classes of assets or the terms of the related 
leases.

Investment tax credits are accounted for on the 
“ flow-through”  method, which recognizes the benefit in 
the year in which the related assets are placed in serv
ice.

DENNISON MANUFACTURING COMPANY (DEC)

Statem ent of Changes in Consolidated Financial Po
sition
SOURCE OF FUNDS 
From operations:
Net e a rn in g s .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $10,190,000
Provision fo r d e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,875,000
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  203,000
Total from operations........................................ $19,268,000

Notes to Consolidated Financial Statements 
Note A (in part): Accounting Policies
Property, Plant and Equipm ent- These assets are 

carried at cost. Expenditures for maintenance, repairs 
and renewals are charged to expense as incurred wher
eas major betterments are capitalized as additions to 
property, plant and equipment. The Company and its 
subsidiaries have provided for depreciation of property, 
plant and equipment principally by use by the double- 
declining balance method; however, the straight-line 
method is used for certain classes of assets. These 
methods have been employed in a manner that is in
tended to amortize the cost of assets over their estimat
ed useful lives.

GRUMMAN CORPORATION (DEC)

Notes to Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies
Depreciation and Am ortization- The declining-bal

ance depreciation method is applied to new properties 
acquired since January 1, 1954, except for automotive 
equipment, which, together with older properties, is de
preciated on a straight-line basis. Depreciation and am
ortization for 1973 and 1972 amounted to $17,168,763 
and $19,639,620, respectively. Maintenance and repair 
expense is charged to overhead as incurred.

S u m -O f-T h e -Y e ars -D ig its  M ethod

CATERPILLAR TRACTOR CO. (DEC) 

S tatem ent of Incom e

COSTS:
Depreciation (portion of o rig ina l cost of 

build ings, m achinery and equipm ent a llo
cated to  operations) .. . . . . . . . . . — . . . . . . . . . .

1973 1972
($ m illions)

106.4 100.8

Notes to Financial Statements
Note 1 (in part): Depreciation—  The generally ac

cepted accounting principle followed with respect to 
depreciation of buildings, machinery and equipment is 
the systematic allocation to each year’s operations of a 
portion of the original cost of these facilities. The plant
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assets currently in use were acquired over many years at 
price levels which were lower than current price levels. 
The portion of the original cost of these assets allocated 
to each year and used in determining profit was, there
fore, substantially lower than if a provision could have 
been made on the basis of current replacement price 
levels.

Depreciation is computed principally using acceler
ated methods (“ sum-of-the-years digits” and ‘‘declining 
balance” ) for both income tax and financial reporting 
purposes. These methods result in a larger allocation of 
the cost of buildings, machinery and equipment to oper
ations in the early years of the lives of assets than does 
the straight-line method. If the straight-line method had 
always been in use, ‘‘Buildings, machinery and equip
m en t-ne t” would have been $200.2 million and $181.9 
million higher than reported at December 31, 1973 and 
December 31, 1972, respectively, and depreciation ex
pense for 1973 and 1972 would have been, respectively, 
$19.8 million less and $12.4 million less.

For financial reporting purposes the depreciation 
rates used worldwide are principally based on the 
‘‘guideline” lives established by the U.S. Internal Reve
nue Service. For income tax purposes the depreciation 
rates used are principally based on the “ guideline”  lives 
for assets acquired prior to 1971 and on the Class Life 
ADR System for additions after 1970.

When an asset becomes fully depreciated, its cost is 
eliminated from both the asset and the accumulated 
depreciation accounts. In accordance with this policy, 
$15.6 million and $177.9 million of fully depreciated as
sets were so eliminated in 1973 and 1972, respectively.

“ Buildings, machinery and equipm ent-net” at De
cember 31 is summarized by major classification as fol
lows:

1973 1972
(Millions of dollars)

Buildings...........................................
Machinery and equipment....................

Deduct: Accumulated depreciation.........
Buildings, machinery and equipment-net

$577.2
957.0

1,534.2
674.9

$859.3

$498.8
804.7

1,303.5
588.1

$715.4

HARNISCHFEGER CORPORATION (OCT)

Statem ent of Incom e
COSTS AND EXPENSES
Cost of products sold........................................  $155,425,751
Selling, administrative and general expenses.........  30,392,526
Depreciation expense.........................................  2,664,421
Interest expense................................................  4,471,838
Provision for income taxes.................................. 5,500,000

$198,454,536
Financial Notes

Note 1 (in part): Depreciation — Depreciation of plant 
and equipment, for both financial and tax reporting, is 
computed by the sum of the years-digits method on all 
new assets, and by the 150% declining balance or 
straight line methods on other assets, applied to the 
cost of the individual items and based on their estimat
ed useful lives. Fully depreciated assets are retained in 
the accounts until such assets are physically disposed 
of.

J. P. STEVENS & CO., INC. (OCT)

GENERAL ELECTRIC COMPANY (DEC)
1973 Financial Summary
Depreciation amounted to $334.0 million in 1973 and 

$314.3 million in 1972.
An accelerated depreciation method, based princi

pally on a sum-of-the-years digits formula, is used to 
depreciate plant and equipment in the United States 
purchased in 1961 and subsequently. Assets purchased 
prior to 1961, and most assets outside the United States, 
are depreciated on a straight-line basis. Special deprec
iation is provided where equipment may be subject to 
abnormal economic conditions or obsolescence.

1973 1972
($ thousands)

Net income........................................ $30,845 $5,821
Accumulated earnings at beginning of year 202,771 206,062

233,616 211,883
Cash dividends................................... 9,573 9,112

Accumulated earnings at end of year... $224,043 $202,771
Per share-Note H:
Income from continuing operations........ $5.23 $2.56
Loss from discontinued operations........ — (.49)
Income before extraordinary charge....... 5.23 2.07
Extraordinary charge........................... — (1.11)
Net income........................................ $5.23 $ .96
Net income assuming conversion of con

vertible debentures and exercise of out-
standing stock options...................... $4.98

Shares outstanding (average)............... 5,895,237 6,077,638

D e p re c ia tio n  charged  to  o p e ra tio n s  amounted to
$30,534,000 for 1973 and $29,628,000 for 1972.

Notes to Financial Statements
Note A (in part): Summary of Significant Accounting 

Policies:
Depreciation P o licy- The Company and its subsidiar

ies provide for depreciation principally by the sum-of- 
the-years’-digits method, based on the estimated lives 
of the depreciable assets.
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Unit of Production M ethod

APCO OIL CORPORATION (DEC)

S tatem ent of Incom e

Costs and expenses:
Cost o f sales and o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $101,085,781
Selling and general e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,042,974
Gross production and ad valorem ta x e s . . . . . . . . . . . . . . . .  1,317,045
Interest and debt e x p e n s e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,043,036
Depreciation, depletion and a m o rtiz a tio n . . . . . . . . . . . . . . .  11,057,239
Reduction in carrying value of fore ign p ro p e rtie s ...  10,982,000
Exploration e xp e n se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,695,233

$145,223,308
Notes to Consolidated Financial Statements
Note 1 (in part): Property, Plant and Equipm ent- De

pletion and amortization of the acquisition and develop
ment costs of producing oil and gas properties and 
depreciation of equipment thereon, including the Com
pany’s Argentine properties in 1972, are provided by use 
of the unit-of-production method based on engineers’ 
estimates of recoverable oil and gas reserves. In con
junction with a reduction in the carrying value of the 
Company’s investment in its Argentine properties, as 
discussed in Note 10, and because of the contractual 
fluctuation in the revenue from oil and gas per unit-of- 
production from the Argentine properties, the Company 
adopted, in 1973, a method of amortization as to its re
maining investment in the Argentine properties which is 
based on future anticipated revenues as calculated 
us ing  the  new re se rvo ir studies. Am ortization and 
depreciation of the Argentine properties in 1973 are 
computed based on the ratio of unamortized and un
depreciated costs, plus expected additional costs to be 
incurred, to the future revenues expected to be realized 
over the remaining life of the contract. Such revenues 
are based on contract price per unit and engineers’ new 
estimates of primary reserves. At such time as second
ary reserves are proven, they will be considered in the 
determination of the future revenues expected to be re
alized. The depreciation and amortization for 1973 is not 
materially different from the amount that would have 
been recognized under the previous method after con
sideration of the factors and projections which necessi
tated a reduction in the carrying value of the Argentine 
properties. The effect of the new method of depreciation 
and amortization on future years cannot presently be 
determined. Depreciation of other properties is provided 
by use of the straight-line method at rates designed to 
amortize the cost over the useful lives of the properties 
with allowance for salvage values. The straight-line 
depreciation rates used for various properties are as fol
lows: refining, 6⅔ %; transportation, 3½%-12%: market
ing, 5%-20%: and miscellaneous, 10%-33⅓ %.

The Company has capitalized the costs of lifting that 
portion of oil and gas which was dedicated to produc
tion payments. Such costs are being amortized by use 
of the unit-of-production method.

Gains or losses resulting from dispositions or retire
ments of automobiles and trucks, and service station

units are recognized in operations. Gains or losses re
sulting from dispositions or retirements of lease equip
ment are recognized in the accounts only upon disposi
tion or retirement of the entire lease. Since other depre
ciable properties are subject to composite rates of 
depreciation, normal retirements and dispositions of 
partial units of such properties, after adjustment for sal
vage, are charged to accumulated depreciation. Retire
ments or dispositions of nondepreciable property are 
charged directly to operations. Expenditures for mainte
nance and repairs are charged directly to operations.

HERCULES INCORPORATED (DEC)

Consolidated Statem ent o f Changes in Financial Po
sition
SOURCE OF FUNDS

($ thousands)

O perations
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $91,111
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  68,918
Insurance re s e rv e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,920
Deferred U.S. and fore ign taxes on in c o m e .. . . . . . . . . .  9,965
Equity in undistributed net incom e of a ffilia ted com 

panies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (4,758)
Total from operations........................................ $168,156

Summary of Significant Accounting Policies
P ro p e rty  and D epreciation -  Property, plant and 

equipment are stated at cost. For financial accounting 
purposes Hercules depreciates the major portion of its 
processing facilities over their estimated remaining use
ful lives on the units-of-production method. Estimates 
of useful lives and production during such lives are re
viewed annually. The remaining facilities of Hercules 
and facilities of consolidated subsidiaries are depreci
ated or amortized principally on the straight-line meth
od.

M a in tena nce , re p a irs , and m ino r renew als  are 
charged to income: major renewals and betterments are 
capitalized. Upon normal retirement or replacement, the 
cost of property (less proceeds of sale or salvage) is 
charged to accumulated depreciation.

TEXASGULF INC. (DEC)

Notes to Consolidated Financial Statements
Note 1(in part): Summary of Accounting Policies
Depreciation and Amortization -  The company’s poli

cy is to depreciate and amortize producing property, 
plant and equipment over the estimated lives of such 
assets by the application of the unit-of-production 
method in the case of mine properties and facilities and 
the straight-line method in the case of manufacturing 
facilities. In arriving at rates under the unit-of-produc
tion method, commercially recoverable product reserves 
are estimated by the company’s geologists and engi
neers. Such estimates are revised from time to time as 
data becomes available to warrant revision. Under the 
straight-line method, the annual rates applied to the 
cost of the assets give effect to wear and tear, deteriora
tion from natural causes, and normal obsolescence.
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Such rates are revised from tim e to tim e to conform  with  
the estim ated rem aining useful lives of the assets (See 
also note 2.)

N ote 2: D epreciation and am ortization of producing  
property, plant and equipm ent was $22,034,000 in 1973 
com pared w ith $20,178,000 in 1972.

Sinking Fund M ethod

AIR PRO DUCTS AND C HEM IC A LS INC. (SEP)

S tatem ent o f Incom e
COSTS AND EXPENSES
Depreciation (Note 1 ) .............................................................

Notes to Consolidated F inancial Statem ents  
Note 4: Property, p lan t and  equ ip m ent

$37,484,000

Note 1 (in part): D e p re c ia t io n -  Annual depreciation  
for financial reporting purposes is provided over the es
tim ated useful lives of the applicable assets using prin
cipally the straight line m ethod. The sinking fund m eth
od, a m ethod w hich creates a leveling effect over the life 
of the asset of its com bined depreciation and related in 
terest expense, is used for certain pledged generating  
facilities w hich earn guaranteed revenue in excess of 
expenses including interest and depreciation. For U nit
ed States incom e tax purposes, the Com pany uses ac
celerated depreciation m ethods and the m inim um  lives 
established by the U. S. Treasury D epartm ent. A cceler
ated m ethods are generally used for foreign incom e tax 
reporting. Incom e taxes applicable to the excess of tax 
depreciation over book depreciation are provided for as 
deferred taxes.

A dditional D eprec ia tion  to  R e flec t C hanging  
Econom ic C onditions

CCC IDENTA L PETR O LEUM  C O RPO RATIO N (DEC)

Statem ent o f Changes in F inancial Position
($ thousands)

SOURCE OF FUNDS:

Net income before extraordinary ite m s ...........................  $79,763
Add (d ed uct)-item s not requiring an outlay of work

ing capital-
Depreciation, depletion and am ortization........................  165,874
Utilization of reserve for loss on emergency fleet posi

tion ............................................................................................ (18,912)
Losses of unconsolidated subsidiaries and minority

in te rest..................................................................................... 4,243
Other items, n e t .......................................................................  9,142

Working capital provided from operations exclusive 
of extraordinary items..................................... $240,110

1973 1972
($ thousands)

Oil and gas operations-
International production and exploration .. $664,768 $589,124
International refining, marketing and trans

portation ............................................................ 180,845 166,443
North A m e ric a ..................................................... 290,453 257,771
Chemical operations......................................... 723,644 690,870
Coal operations.................................................. 446,146 438,427

2,305,856 2,142,635
Less-Accum ulated depreciation, deple

tion and am o rtiza tio n .................................. 955,605 705,440

$1,350,251 $1,437,195
The com pany follows the policy of capitalizing prop

erty additions, m ajor renewals and betterm ents and  
m ajor im provem ents at cost. M aintenance and repairs 
are charged to expense as incurred. Upon the retire
m ent of property, its cost and related accum ulated  
depreciation are rem oved from  the property accounts  
and the resulting gain or loss is reflected in incom e e x 
cept no gain or loss is recognized upon the sale or dis
position of items included in the oil and gas full cost 
pools. D epreciation of plant and equipm ent has been 
provided using the s tra ight-line and declin ing-balance  
m ethods based on estim ated useful lives.

All costs of exploring for and developing oil and gas 
reserves in North Am erica are capitalized under the  
“ fu ll-co st” method of accounting and are charged to 
operations on a un it-o f-productio n  basis over the esti
m ated life of future production. Oil and gas operations  
outside North Am erica are accounted for under this 
method on a country-by-country basis. At D ecem ber 31, 
1 9 7 3 , th e  c o m p a n y  h a s  e x p e n d e d  a p p r o x im a te ly  
$167,200,000 for foreign exp loration , exclusive of Libya. 
It is the com pany’s policy to provide reserves against 
the future w rite -o ff of costs in areas in w hich no com 
m ercial discoveries are m ade. At D ecem ber 31, 1973, the  
reserve am ounted to $30,500,000.

On August 11, 1973, the governm ent of Libya, by de
cree, nationalized 51 per cent of the assets of the com 
pany’s w holly-ow ned subsidiary, O ccidental of Libya, 
Inc. (Oxylibya). The com pany acquiesced to the nation
alization by signing an agreem ent with the Libyan gov
ernm ent w hich form ed a jo in t venture that is owned 51 
per cent by the Libyan national oil com pany and 49 per 
cent by Oxylibya.

As com pensation for the assets acquired by the Liby
an national oil com pany, O ccidental received approxi
mately $136 m illion w hich was estim ated to equal 51 per 
cent of the book value of the assets as determ ined for 
Libyan tax purposes. This am ount is subject to adjust
m ent after audit by the Libyan governm ent. The $136  
million, w hich was used to reduce the carrying value of 
the assets, did not com pensate the com pany for ap
proxim ately $60 million of costs allocated to 51 per cent 
of the Libyan properties in excess of the am ounts  
shown in the Libyan tax purpose records. Such costs in 
clude pre-acquisition costs, deferred start-up costs and  
capitalized construction period interest.
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Among the key points in the agreement were that Ox
ylibya continues as operator of the two concessions 
under a supervisory board, the majority of which is ap
pointed by the Libyan government and Oxylibya was 
granted long-term rights to purchase Libya’s 51 per cent 
share of the oil production, at prices to be mutually 
agreed on. The company is currently purchasing Libya’s 
share of the crude oil and gas liquids produced and has 
been able to market all of the production from the jo int
ly-owned concessions, passing on the increased taxes 
and buy-back prices to its customers under long-term 
sales contracts. While no prediction can be made as to 
the future, it is expected that the company will be able 
to continue to handle the production from the conces
sions profitably on a similar basis. The costs for which 
the company was not compensated are being amortized 
based on estimated total production during the antici
pated life of the sales contracts under which a substan
tial portion of the Libyan oil is marketed, because it is 
anticipated that these costs will be recovered primarily 
under these contracts. Amortization in 1973 was ap
proximately $3 million and it is expected to approximate 
$9,500,000 per year through 1979, assuming production 
levels are stable.

Changing world oil supply and pricing patterns, (par
ticularly in the fourth quarter 1973 and first quarter
1974), coupled with governmental price controls, have 
resulted in changed economic conditions for the com
pany’s European marketing and West German asphalt 
refining operations. As a result, the company provided 
in the fourth quarter of 1973 an additional $20 million of 
depreciation and amortization applicable to these facili
ties to reduce the carrying value of fixed assets to esti
mated realizable value of approximately $14,500,000.

Statem ents o f Changes in Consolidated F inancial 
Position

($ thousands)
SOURCE OF FUNDS;
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $162,810
Noncash charges in in c o m e -
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  90,800
Depletion(Note 4 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,450
Funds generated from operations.....  $286,060

Note 4: Depletion Policy-The  Corporation’s deple
tion policy provides for the amortization of its timber
costs over the total fiber that will be available during the 
estimated growth cycle. Timber carrying costs are ex
pensed as incurred.

GEORGIA-PACIFIC CORPORATION (DEC)

NATIONAL GYPSUM COMPANY (DEC)
Notes to Financial Statements
Accounting Policies (in part) -  The company provides 

for depreciation of plant and equipment on the straight- 
line method over estimated useful lives. Depletion of 
mineral deposits is provided for at rates per ton extract
ed, based on cost of individual deposits divided by esti
mated recoverable tonnage. Total depreciation and de
pletion included in costs and expenses amounted to 
$18,805,000 in 1973 and $18,720,000 in 1972.

D epletion

COPPER RANGE COMPANY (DEC)

Consolidated Statem ents o f Changes in Financial 
Position
SOURCE OF FUNDS 
From operations
Income (loss) before extraord inary ite m s . . . . . . . . . . . . . . .  $10,568,656
D epreciation and d e p le tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,765,633
W rite down of assets held fo r d is p o s a l. . . . . . . . . . . . . . . . .  418,827
Net book value of asset d isp o sa ls . . . . . . . . . . . . . . . . . . . . . . . .  581,102
Deferred federal incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,494,000
Funds provided from operations.........................  $25,828,218

Notes to Consolidated Financial Statements
Summary of Accounting Policies (in part): Deprecia

tion and D epletion- Depreciation is computed on the 
straight-line method for substantially all assets over 
their estimated useful lives.

Depletion of the book value of mining properties is 
provided on a unit-of-production basis determined in 
relation to estimated ore reserves.

Depletion used in determining income taxes is com
puted on a statutory basis and differs from the amount 
included in the income statement.

NATIONAL STEEL CORPORATION (DEC)

Statem ent o f Consolidated Changes in F inancial Po
sition
SOURCE OF FUNDS 
From operations:
Net incom e fo r the y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $98,072,322
Charges (credits) to  incom e w hich did not involve cu r

rent expenditure or receipt of funds:
Depreciation and d e p le tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  108,560,554
Deferred federal incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,600,000
Equity in undistributed earnings of o ther com panies (1,485,441)
Total from operations........................................ $208,747,435

Notes to Financial Statements
Note A (in part): Depreciation and Depletion -  Depre

ciation of production and transportation facilities is pro
vided by charges to income computed by the straight- 
line method using guideline lives as provided in the 
Revenue Act of 1962. Provisions for depreciation of cer
tain raw material facilities and furnace relinings are 
computed on the basis of tonnage produced in relation 
to estimated total production to be obtained from such 
facilities. Depreciation claimed for income tax purposes 
is computed by accelerated methods. Depletion of coal 
and iron ore properties is computed on a tonnage basis 
calculated to fully amortize their cost when estimated 
deposits have been exhausted.
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POTLATCH CORPORATION (DEC)

Depreciation, Cost Depletion, and Amortization-  
Depreciation of buildings, equipment, and other deprec
iable assets is provided generally on the straight-line 
method at rates based on estimated useful lives. In a few 
instances, the unit-of-production method is used.

Cost depletion is provided, when fee timber is har
vested or otherwise disposed of, by multiplying the vol
ume disposed of by the applicable depletion rate. These 
rates are determined by dividing the cost of timber by 
the estimated existing recoverable volume.

Amortization of logging roads and related facilities is 
similarly provided when timber is harvested or otherwise 
disposed of. Amortization rates are determined by divid
ing the cost of logging roads and related facilities by the 
estimated existing recoverable timber volumes to be re
moved over such assets.

Notes to Financial Statements
Note 4: Timber, Timberlands, and Related Logging 

Facilities- Timber, timberlands, and related logging 
facilities are stated at March 1, 1913, values, plus subse
quent additions at cost, less cost depletion and amorti
zation:

1973 1972
Tim ber and tim b e rla n d s . . . . . . . . . . . . . . . . . . . . . . .  $38,492,060 $37,249,758
Related logging fa c i l it ie s . . . . . . . . . . . . . . . . . . . . . .  6,536,184 4,131,472

$45,028,244 $41,381,230
Cost depletion and amortization charged against in

come during 1973 amounted to $1,267,499 ($1,702,020 
in 1972) and $2,307,775 ($1,541,369 in 1972), respective
ly.

Depreciation Rate

CHERRY-BURRELL CORPORATION (OCT)

Consolidated S tatem ent o f Changes In F inancial Po
sition
SOURCES OF FUNDS:
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $313,476
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,151,256
Deferred and prepaid incom e ta x e s . . . . . . . . . . . . . . . . . . . . . .  127,000

Funds provided by operations............................  $1,591,732
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies:
Properties, Equipment and Related Depreciation-  

Property, plant and equipment (including major renew
als and improvements) are recorded at cost. Deprecia
tion is provided using the straight-line method for finan
cial reporting purposes, at the lives listed below, and 
accelerated methods for tax purposes:

Type of Assets Years
B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10-40
M achinery and e q u ip m e n t-

N ew . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1316
U se d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8

Furniture and f ix tu re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10-1316
M otor ve h ic le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4-5
T o o ls . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4

When properties are disposed of, the related costs 
and accumulated depreciation are removed from the re
spective accounts and any profit or loss on disposition 
is recognized currently. Maintenance and repairs which 
do not improve or extend the life of the respective as
sets are expensed currently.

RANGAIRE CORPORATION (JUL)

Statem ent o f Changes in  Consolidated F inancial Po
sition
FUNDS PROVIDED:
Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,736,496
Charges to  earnings not affecting w ork ing  capital:
Depreciation and d e p le tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,016,913
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,064

Working capital provided from operations............ $2,761,473
Financial Review

Property, Plant and Equipment (in p a rt)-  Depletion 
of the cost of limestone quarries, included in land in the 
accompanying consolidated balance sheets, is being 
provided by the unit-of-production method based upon 
estimates of recoverable limestone reserves as deter
mined by independent engineering studies.

THE CLOROX COMPANY (JUN)

S tatem ent of Incom e
COSTS AND EXPENSES
Cost o f products s o ld . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $263,663,000
Selling, delivery and adm inistrative e x p e n s e .. . . . . . . . .  60,972,000
A d v e rtis in g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,892,000
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,047,000
Research and d e ve lo p m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,687,000
Interest e xp e n se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,089,000
Federal and state incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . .  25,408,000
Total costs and expenses..................................  $387,758,000

Summary of Significant Accounting Policies
Depreciation- Depreciation is calculated by the 

straight-line method at rates based upon the estimated 
useful lives of the property, plant and equipment. The 
rates used to compute depreciation are as follows:
Land im provem ents 316% to 20%
B uild ings 1⅔ % to  10%
M achinery and equipm ent 316% to 3316%
Autom obiles and trucks 20% to  33⅓ %
Furniture and fix tu res 10%
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Statem ent o f Incom e
Cost of products s o ld . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $186,318,249
Selling, delivery and adm inistrative e x p e n s e s . . . . . . . . .  113,551,797
Depreciation (note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,717,144
In te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,017,136

$308,604,326

Note 1 (in part): For financial reporting purposes, 
depreciation is computed generally on the straight-line 
composite method by asset group by plant until accu
mulated depreciation equals 50% of cost, and thereafter 
on the double-declining method. For federal income tax 
purposes, the company uses accelerated depreciation. 
The estimated useful lives used in computing deprecia
tion of the principal assets are as follows:
Land im provem ent 15-20 years
Build ings 30-60 years
Plant equipm ent 4-18 years
Autom otive equipm ent 4-10 years

The cost of assets retired or otherwise disposed of, 
less the proceeds from sale or salvage, is charged to ac
cumulated depreciation in accordance with the com
posite method of accounting. Gain or loss is recognized 
on unusual retirements and on the disposal of land and 
buildings.

INTERSTATE BRANDS CORPORATION (DEC)

SEARS INDUSTRIES INC. (DEC)

S tatem ent o f Changes in Consolidated Financial Po
sition

SOURCE OF FUNDS:
O perations:
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,224,326
Add charges not requiring curren t outlays o f w orking  

capital:
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,725,065
Deferred Federal incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  243,999
Term ination of operating a g re e m e n t. . . . . . . . . . . . . . . . . . . . .  580,000
Total provided from operations..........................  $13,773,390

Notes to Financial Statements
Note 1 (in part): Fixed Assets- For financial account

ing purposes, depreciation and amortization of fixed as
sets have been provided generally on the straight-line 
method at annual rates determined by management in 
accordance with the classes of properties and their esti
mated useful service lives. Such rates are as follows: 
b u ild in g s  2% to  15%; m ach inery , equipm ent, and 
fixtures 6% to 34%; and linens in circulation 25%, 50% 
and 25% in the first, second and third years, respective
ly.

At the time fixed assets are retired or otherwise dis
posed of, the asset and related accumulated deprecia
tion accounts are relieved of the applicable amounts, 
and any profit or loss is included in current operations.

Ordinary maintenance and repairs are charged to op
erations as incurred. Expenditures that materially im
prove properties or extend useful service lives are capi
talized.

STEWARD SANDWICHES INC. (SEP)

Consolidated Statem ent of Changes in Financial Po
sition

FUNDS PROVIDED BY:
Operations:
Income before extraordinary g a in . . . . . . . . . . . . . . . . . . . . . . . . .  $903,388
Expenses not requiring outlay o f w orking  capita l in 

the periods:
Provision fo r depreciation and a m o rtiz a tio n . . . . . . . . . . .  637,210
Provision fo r deferred income ta x e s . . . . . . . . . . . . . . . . . . . . .  75,338
Funds provided by o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,615,936

Summary of Accounting Policies
Property, Plant and Equipment and Depreciation Poli

c y -  Property, plant and equipment including capital
ized leased property are stated at cost. Depreciation is 
provided on the straight-line method over the estimated 
useful lives of the related assets. It is the Company’s 
policy to charge maintenance and repairs to appropriate 
expense accounts in the period incurred but to capital
ize renewals and betterments. The cost and accumulat
ed depreciation with respect to assets retired or dis
posed of are eliminated from the accounts. Construc
tion in progress is pri ncipally comprised of the Norfolk 
pattie plant.

The estimated useful lives used in computing deprec
iation are as follows:
B u ild in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25 to  40 years
Im p ro ve m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8 to  20 years
Machinery, equipm ent and fu rn itu re . . . . . . . . . . . . . . . . . . . . .  3 to  20 years
Delivery and autom otive e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . .  2 to  7 years
Infrared o v e n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10 to 15 years
C onstruction in p ro g re ss . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  None

Tax D epreciation  D iffers From  D eprec ia tion  
E xpense Shown in F inanc ia l S ta tem en ts

BETHLEHEM STEEL CORPORATION (DEC)

Notes to Consolidated Financial Statements
COSTS AND EXPENSES:
D e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . .  $196,086 $180,823

Note A (in part): Depreciation- For financial ac
counting purposes depreciation is computed under the 
straight line method and for income tax purposes sub
stantially all depreciation is computed under acceler
ated methods. The depreciation rates used for both pur
poses are based on lives established by the U.S. Treas
ury Department in connection with guideline and asset 
depreciation range procedures, which reflect a factor 
for obsolescence.
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Note J: Taxes on Incom e- Income tax expenses is 
made up of the following components:

1973 1972
($ thousands)

F e d e ra l-c u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $98,000 $15,000
-d e fe r r e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,000 34,000

F o re ig n -cu rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,000 8,000
S ta te -c u r re n t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,000 6,000

- d e fe r re d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,000 4,000

Total Income tax expense...................  $150,000 $67,000
T o ta l- c u r r e n t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $125,000 $29,900
T o ta l-d e fe r re d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $25,000 $38,000

Deferred income tax expense results from differences 
in the time of recognition of income and expense for tax 
and financial statement purposes. The sources of those 
differences and the effect on deferred income tax ex
pense of each were as follows:

1973 1972
($ thousands)

Excess of tax depreciation over book
d e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $31,988 $40,013

M iscellaneous i te m s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (6,988) (2,013)
$38,000 $25,000

Deferred income taxes amounting to $175,000 on 
1973 undistributed earnings of Graniteville International 
Sales, Inc. have been provided as an increase in de
ferred income taxes and a corresponding increase in 
estimated income tax expense.

SAV-A-STOP INCORPORATED (AUG)

Financial Review
Property, Plant and, Equipm ent- Depreciation on 

buildings, furniture, fixtures, machinery and equipment 
is provided principally by the straight-line method over 
the estimated useful lives of the assets. Amortization of 
improvements to leased premises is provided by the 
straight-line method over the estimated useful lives of 
the assets or periods of the leases, whichever is less.

Deferred Federal income taxes arise from the Compa
ny’s policy of providing depreciation on certain classes 
of equipment by using the declining balance method for 
tax purposes and the straight-line method for financial 
statement purposes. Included in income taxes on the 
accompanying statement of consolidated earnings is 
$312,000 in 1973 and $127,000 in 1972 of deferred Fed
eral income taxes which is attributable to such policy.

THE STANDARD REGISTER COMPANY (DEC)

GRANITEVILLE COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies: Property, Plant and Equipm ent- Property, 
plant and equipment are stated generally at cost. The 
cost of property, plant and equipment sold, retired or 
fully depreciated is credited to the asset account, and 
the related depreciation is charged to the accumulated 
depreciation account. Any profit or loss resulting from a 
sale or retirement is included in income.

Maintenance and repairs, including the replacement 
of minor items, are charged to income, and major addi
tions to property are capitalized.

Depreciation for financial statement purposes is com
puted by the straight-line method using the guideline 
lives of the related assets. Accelerated methods are 
used for income tax purposes, based upon such guide
line lives, and beginning with 1972 additions, the “ class 
life” system enacted in the Revenue Bill of 1971 is used.

Note 4: Deferred Taxes- For the year 1973, the ex
cess of tax depreciation over book depreciation approx
imated $780,000 ($600,000 in 1972), with a resultant re
duction of approximately $395,000 ($270,000 in 1972), in 
income taxes currently payable, and such amount has 
been provided as an increase in deferred income taxes 
and a corresponding increase in estimated income tax 
expense. See Note 1.

Notes to financial statements
Note 7: Deferred Taxes- From the inception of the 

investment tax credit in 1962 through its termination in 
1969 and reinstatement in 1971, the Company has con
sistently allocated the credits to net income over the 
productive lives of the related equipment rather than re
porting them currently as net income in the years they 
were claimed for tax purposes. This preferred treatment 
has provided deferred credits of $973,877 as of Decem
ber 30, 1973 ($962,054 as of December 31, 1972).

Since 1964, the Company has used accelerated meth
ods of depreciation for tax purposes while continuing to 
employ the straight-line method for financial reporting 
purposes. In 1971, it adopted the Asset Depreciation 
Range System permitted under the Revenue Act of 1971, 
which provides for reductions of as much as 20% in 
useful lives of depreciable property acquired after 1970.

Consequently, the federal income tax on the aggre
gate difference between these depreciation methods 
has been recognized as a deferred tax liability of 
$2,458,949 as of December 30, 1973 ($2,255,608 as of 
December 31, 1972). Partially offsetting this is $128,640 
($57,600 in 1972) of income tax paid on certain estimat
ed expenses which have been deducted from financial 
net income but not yet claimed for tax purposes.

The net effect of these deferrals is a charge against 
income in 1973 of $144,124 ($350,237 in 1972) as addi
tional federal income tax expense. In future years, if the 
depreciation charges for income tax purposes are less 
than the depreciation charges provided for in the finan
cial statements, an appropriate portion of the deferred 
income tax will be credited to income.
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UNITED FOODS, INC. (FEB)

Consolidated S tatem ent o f Changes in Financial Po
sition

1973 1972
SOURCE OF WORKING CAPITAL:
Income before extraord inary i te m s ........  $1,960,979 $2,303,411
Add items not requiring outlay of w orking 

capital;
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . .  2,383,424 2,293,871
Loss on disposal o f p ro p e rtie s . . . . . . . . . . . . . .  121,665 - - - - - -
Deferred incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . .  550,806 (131,372)
Total derived from operations..................  $5,016,874 $4,465,910

Notes to Consolidated Financial Statements

Note 1 (in part): Income Taxes- Deferred income 
taxes have been provided on the difference in earnings 
determined for tax and financial reporting purposes. 
These differences result primarily from the excess of 
depreciation claimed on accelerated methods for tax 
purposes over amounts charged on a straight-line basis 
for financial reporting.

Investment tax credits are accounted for under the 
"flow-through” method which recognizes the benefit as 
a reduction of the income tax provision in the year the 
credit is realized. For the year ended February 28, 1973, 
the credit realized was approximately $442,000. No 
credit was utilized for the year ended February 29, 1972, 
because of the net operating loss carryforward.

TA B LE 3-14: S O C IA L  A W A R E N E S S  
E X P E N D ITU R E S

Expenditures for;
1973 1972 1971 1970

Assistance to educational institu
tions . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Grants to hospitals, health and
44 43 40 35

other community related activi
ties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44 38 29 28

Aid to minority groups or enter
prises . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24 24 23 14

Contributions to charitable foun
dations . . . . . . . . . . . . . . . . . . . . . . . . . . .

Aid to unemployed and related
15 22 21 19

programs. . . . . . . . . . . . . . . . . . . . . . . . 14 32 41 65
Assistance in urban development 7 9 6 15
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27 31 22 16

Total Disclosures.....................
Number of Companies:
Disclosing expenditures for

175 199 182 192

above purposes . . . . . . . . . . . . . . . . . 80 101 100 105
Not disclosing such expenditures 520 499 500 495

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

SOCIAL AWARENESS EXPENDITURES
Table 3 -1 4  shows social awareness expenditures 

made by the survey companies. Expenditures at plant 
sites which were in the interest of preserving the envi
ronment were not included in this table since, in many 
instances, the improvements were made to conform to 
existing or anticipated state or Federal laws. Examples 
of disclosures regarding social awareness follow.

ABBOTT LABORATORIES (DEC)

Donations bring worldwide relief (Page 24)

At Abbott, the policy is to donate merchandise when
ever feasible, according to Dr. Charles Brown, executive 
vice president, administration. “ In addition to numerous 
contributions in response to emergencies, we try not to 
destroy any products without first finding out if they 
may be of value somewhere in the world,” he said.

This latter category includes usable items that are in 
oversupply, discontinued or with defaced packaging. It 
may also include products found to be out of specifica
tion through quality assurance, but still of medical or 
nutritional value (naturally, the state of the product is 
disclosed prior to donation).

“ Actually, product contributions are only part of the 
story,”  Dr. Brown pointed out. “ When you also consider 
things like cash grants, scholarships and other services, 
Abbott donates close to $1 million directly to society 
each year.”

Who receives these contributions?
“ Obviously there is a limit to how much we can give,” 

Dr. Brown explained. “ For the most part, we direct our 
efforts either within communities where Abbott has 
large numbers of employees, or toward broad programs 
involving health and science.”

In 1973, for example, Abbott granted $42,000 to the 
United Way of Lake County, Illinois -  in addition to the 
$92,000 contributed by employees at that location. The 
company has also committed $225,000, over a ten-year 
period, to its headquarters city of North Chicago for 
construction of a youth center (see story, Page 6).

On a wider scale, Abbott is providing $50,000 over a 
three-year period to the Health Education Institute, 
Hinsdale, Illinois, for development and construction of a 
drug education center. It will be used by Chicago area 
students and serve as a model for similar centers na
tionwide.

The company also contributed $184,000 in 1973 to 
support formal education, both for medical profession
als and lay personnel -  in addition to more than 
$250,000 paid out in scholarships and educational loans 
by the Abbott Foundation, an independent trust associ
ated with Abbott Laboratories.

Another broad area includes more than $100,000 paid 
to organizations concerned with medical care, science 
and other important causes. The company itself spent 
more than $75,000 in 1973 promoting programs nation
ally for the prevention of rheumatic fever and malnutri
tion (see Newsbriefs, inside back cover).
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What’s the reasoning behind this corporate philan
thropy?

“ For one thing, we have come to realize that corpora
tions have citizenship and social responsibilities just 
like individuals,” Dr. Brown said. “ Moreover, voluntary 
contributions directly from the private sector help hold 
down the cost of the government providing benefits to 
society.”

Corporate con tribu tions

Like most corporations, Abbott Laboratories donates 
thousands of dollars in cash, goods and services each 
year. Here is a general breakdown, by categories, of the 
corporation’s social contributions in 1973:
C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $293,751
P ro d u c ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  308,072
Public s e rv ic e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  330,000*
T o ta l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $931,823
*Estimate

CELANESE CORPORATION (DEC)
Public Responsibility (Page 15)
Corporate Contributions- Celanese contributions 

policies are based upon a recognition of the Corpora
tion’s social, moral and civic obligations to help solve 
certain public problems and improve the quality of life 
in the communities where it operates.

In 1973, Corporate contributions totaled $1.5 million, 
which represented .84% of pre-tax income, a percen
tage that compares favorably with the general average 
philanthropic spending of most major U.S. corporations. 
Of this, $1.1 million, or 73%, was given to non-profit 
health and social welfare organizations, almost all of 
them in areas where Celanese has facilities.

The remaining $0.4 million, or 27%, was contributed 
in support of aid to higher education-prim arily in the 
form of unrestricted grants to the chemistry or chemical 
engineering departments of the leading colleges and 
universities from which most Celanese professionals are 
recruited.

FORD MOTOR COMPANY (DEC)
Ford and Public Concerns
Ford Contributions- As part of a continuing program 

to support automotive service training programs, Ford 
in 1973 donated a total of more than $2.1 million at mar
ket value in automotive and tractor equipment and relat
ed educational materials to 735 schools and colleges 
throughout the United States. This compares with $1.8 
million at market value in 1972. The equipment included 
engines, transmissions, rear axles a n d -fo r the first time 
in 1973- a  variety of small parts such as ignition, car
buretion and fuel systems.

Ford’s total contributions in 1973 to support these 
and other educational, charitable and urban affairs pro
grams worldwide were $17 million at market value, com
pared with $29 million in 1972. These totals included

grants to the Ford Motor Company Fund-a  nonprofit 
organization supported primarily by Company contribu
tio n s -o f $10 million in 1973 and $20 million in 1972. 
The Fund’s donations for 1973 to charitable and educa
tional organizations totaled $12 million, primarily for 
urban affairs, social welfare programs, cultural activities 
and educational support.

GENERAL FOODS CORPORATION (MAR)

Page 5: The company continues its efforts to help im
prove the quality of life for members of minority groups. 
GF’s Minority Enterprise Small Business Investment 
Company, the North Street Capital Corporation, has 
aided more than a dozen minority group entrepreneurs 
in establishing successful businesses since GF joined 
this program in cooperation with the U.S. government 
more than two years ago.

In fiscal 1973, General Foods pledged to continue its 
work for the improvement of the economic and social 
conditions of minority groups in the U.S. We reiterated 
the company’s determination to eliminate racial bias in 
employment and its intention to expand the use of black 
law firms, banking and insurance institutions, advertis
ing media, and other minority businesses.

General Foods continued its longstanding support of 
worthy local and national causes in fiscal 1973 through 
its Corporate Contributions program, which totaled $1.2 
million worldwide. The General Foods Fund, Inc., an in
dependent, n o n -p ro fit organization supported entirely 
by c o n tr ib u tio n s  from General Foods Corporation, 
maintained its support of higher education. In calendar 
1972, the Fund provided aid to colleges and universities 
amounting to $238,000.

INTERNATIONAL HARVESTER COMPANY (OCT)
The President’s Letter (Page 3)
For many years, it has been the policy of International 

Harvester to meet or exceed the responsibilities and de
mands of society upon our free enterprise institutions. 
During the year, we continued programs of air and 
water pollution abatement at our plants and facilities. 
The Corporate Energy Policy Committee was appointed 
recently and will continously monitor our performance 
in this critical matter. In addition to this group and our 
Executive Environmental Quality Policy Committee, we 
also organized a Metrication Policy Committee to pro
vide the leadership for the Company’s move toward total 
metric measurement on future products. We believe 
events of the recent weeks prove how important free 
world trade is to the United States and throughout the 
year we have spoken out on this subject and several 
others which directly affect your Company.

INTERNATIONAL MINERALS & CHEMICAL 
CORPORATION (JUN)
Significant Events and Developments (Page 6) 
Environmental Spending- Corporate expenditures 

in the environmental area were $3 million in fiscal 1973;
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$3.5 million is forecast for 1974, the bulk of the increase 
on land reclamation. OSHA (Occupational Safety and 
Health Act) costs will be roughly $500,000. Over the two 
years of construction work on the $90 million IMG phos
phate chemicals complex in Florida, $1 of every $8 
spent will be for anti-pollution devices.

SHELL OIL COMPANY (DEC)
Public Interest Report (Page 19)
Shell Companies Foundation, Incorporated- The 

foregoing dimensions of Shell social performance are 
enhanced by Shell’s philanthropic program. This con
sists essentially of donations to the Shell Companies 
Foundation, Incorporated, a not-for-profit corporation 
formed in 1953, which makes contributions to educa
tion, community funds and national and local organiza
tions working at meeting such needs as those related to 
equal opportunity, health, family services, art and reli
gion. Besides continued support of science and engi
neering, the Foundation in 1973 offered increased sup
port to education for women and programs designed to 
improve their career opportunities, scholarships for mi
nority students planning careers in business or techni
cal fields, a new program of urban studies, and to such 
academic areas as the humanities, occupational health, 
law, and the social sciences. In 1973, the Foundation’s 
budget was $2.4 million, bringing its total contributions 
from 1953 through 1973 to $33.8 million. A booklet, 
“ Pattern for Giving,’’ describes the Foundation’s activi
ties (See page 36).

SPERRY RAND CORPORATION (MAR)
To the Stockholders (Page 4)
Corporate Social Responsibility- In recent years, we 

have spent considerable time in defining and working to 
meet our corporate social responsibilities. Sperry ac
cep ts  these o b lig a tio n s  w ith  enthusiasm . Sperry 
employees are encouraged to participate, and do partic
ipate, in a variety of worthwhile programs, and we con
tribute both funds and products in support of many 
such activities. We are prepared to continue and expand 
these efforts. But we are also aware that unless Sperry 
continues to generate a reasonable profit, we will not be 
a b le  to  se rv e  o u r  s to c k h o ld e rs ,  cu s to m e r and 
employees, or meet our social commitments.

It is alarming that many people seem to misunder
stand the basic principles of business. For example, 
there is apparently a widespread misconception about 
the size of corporate profits. Many apparently think cor
porate profits are 25% or more of sales. But in fact, 
Sperry’s profits after taxes in this record year, which are 
not untypical of the more successful companies, are 
about 4% of sales- which means that only 4c. out of 
each sales dollar is left as profit to keep our plants mod
ern, finance expansion of our business, and to provide a 
return to our stockholders on their savings invested in 
our company.

SYBRON CORPORATION (DEC)
Corporate (Page 12)
Contributions Total $510,000—  In 1973, the corpora

tion continued its policy of contributing 2 per cent of 
U.S. pre-tax earnings for educational, charitable and 
cultural purposes. Last year, $510,000 was designated 
for more than 150 institutions, including colleges, uni
versities and United Funds in communities where we 
have major installations.

I N C O M E  T A X E S

P R E S E N TA TIO N  O F IN C O M E  TA XES

APB Opinion No. 11 states in part:

60. In reporting the results of operations the 
components of income tax expense for the period 
should be disclosed, for example;

a. Taxes estimated to be payable
b. Tax effects of timing differences
c. Tax effects of operating losses
These amounts should be allocated to (a) in

come before extraordinary items and (b) extraordi
nary items and may be presented as separate 
items in the income statement or, alternatively, as 
combined amounts with disclosure of the compo
nents parenthetically or in a note to the financial 
statements.

61. When the tax benefit of an operating loss 
carry forward is realized in full or in part in a sub
sequent period, and has not been previously rec
ognized in the loss period, the tax benefit should 
be reported as an extraordinary item in the results 
of operations of the period in which realized.

62. Tax effects attributable to adjustments of 
prior periods (or of the opening balance of re
tained earnings) and direct entries to other stock
holders’ equity accounts should be presented as 
adjustments of such items with disclosure of the 
amounts of the tax effects.

In addition to the aforementioned disclosures, the 
Securities Exchange Commission, in Accounting Series 
Release No. 149, specifies that financial statements filed 
with it must 1) Disclose the reasons for timing differ
ences resulting in deferred taxes, 2) Include a reconcili
ation explaining why the effective income tax rate for fi
nancial statement purposes differs from the statutory 
Federal income tax of 48%, and 3) Disclose deferred tax 
reversals if cash outlays for income taxes are expected 
to substantially exceed income tax expense for any of 
three succeeding years. ASR No. 149 applies to financial 
statements, filed with the SEC, covering reporting per
iods which end on or after December 28, 1973.
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TA B LE 3-15: FEDER AL IN C O M E
T A X E S -D E S C R IP T IO N

1973 1972 1971 1970
Income taxes (*189,284,768). . . . . 426 304 314 280
Federal income taxes 

(*159,457.714). . . . . . . . . . . . . . . . . . . . . 140 239 231 235
U.S. income taxes (*73,253,514). 33 51 45 66
No provision for federal income 

ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 6 10 19

Total Companies.................... 600 600 600 600

Caption titles used to identify the provision for federal 
income taxes and income taxes other than those paya
ble to the United States Government are summarized in 
Table 3-15 and Table 3-16, respectively. Twenty com
panies presented a credit provision for income taxes. 
Examples of income tax presentations follow.

AMERICAN BAKERIES COMPANY (DEC)
1973 1972

Earnings (Loss) Before Income Taxes and
Extraordinary Item s.................................. $(4,766,749) $584,541

Income Taxes (Note 2):
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(1,536,000) $234,000
D eferred. . . . . . . . . . . . . . . . . . . . . . .    (627,000) 178,000
Investm ent cred it re a lize d . . . . . . . . . . . . . . . .  (585,000) --------

$(2,748,000) $412,000
Earnings (Loss) Before Extraordinary 

Item s...........................................................  $(2,018,749) $172,541
Note 2: Income Taxes- Federal and State income tax 

benefit for 1973 is composed of the following elements:

Current
Investment

Credit

F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(1,869,000) $(627,000) $(585,000) $(3,081,000)
S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  333,000 - - -  - - -  333,000

$(1,536,000) $(627,000) $(585,000) $(2,748,000)

Deferred taxes above result from timing differences 
in the recognition of revenue and expense for tax and fi
nancial statement purposes. The major sources of these 
differences in 1973 and the related tax effect of each is 
as follows:

Excess of book over tax d e p re c ia tio n . . . . . . . . . . . . . . . . . . .
Provision for p lant closings to  be deducted in future

years fo r tax purposes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Expenses provided fo r in p rio r years, prim arily  p lant 

c losing and abandonm ent costs, currently  deductib le
fo r tax purposes. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Retirem ent plan provisions not deductib le fo r tax pu r
poses until p a id . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Other, n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Tax
Effect

$(756,000)

(179,000)

559,000

(286,000)
35,000

$(627,000)

The total effective income tax effect on consolidated 
pre-tax losses is 57.7%, which differs from the benefit 
computed at a U.S. Federal income tax rate of 48% for 
the following reasons:

% of 
Pre-Tax

Amount Loss

Income tax benefit at s tatutory r a te . . . . . . .  $(2,288,000) (480%)
Net realization of investm ent credits during

1973 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (585,000) (12.3)
State and local incom e taxes, net of Feder

al incom e tax b e n e fit . . . . . . . . . . . . . . . . . . . . . . . . . .  173,000 3.6
Other, n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (48,000) (1.0)

$(2,748,000) (57.7%)
The Company has consistently recognized in income 

investment tax credits in the years in which such credits 
were realized by reduction of taxes payable. For 1972, 
no taxes were initially anticipated to be currently paya
ble, and therefore no investment credits were recorded 
in that year. During 1973, the Company accelerated the 
recognition of income for tax purposes (primarily the 
gain on sale of four plants in 1972) resulting in the reali
zation of investment credit benefits during the year. 
Benefits realized, partially offset by the expected loss of 
investment credit due to the carryback of 1973 losses to 
a prior profitable year, amounted to $585,000 and are 
recorded in 1973.

As of December 29, 1973, the Company has approxi
mately $1,000,000 in unrecorded investment credit ben
efits, which may be used to reduce future income tax 
obligations. It is expected that the cash outlay for in
come taxes with respect to the years 1974 through 1976 
will not exceed income tax expense for these years.

As a result of operating losses for tax purposes in 
1973, taxes paid in 1970 of approximately $1,330,000 are 
refundable. In addition, certain charges to book income 
in 1973 will become deductible after 1973, and the net 
tax effect of these items is reflected as future tax bene
fits in the accompanying financial statements.

*Refer to Company Appendix Section.

Deferred Total TA BLE 3-16: O THER IN C O M E  TA XES
Com

bined
with

Federal

Shown
sepa
rately Total

Type of Tax
Foreign income faxes

(*43,227,660). . . . . . . . . . . . . . . . . . . . . .
State and/o r local income taxes

56 146 202

(*86,186,746). . . . . . . . . . . . . . . . . . . . .
State and foreign income faxes

51 177 228

(*144,274,679). . . . . . . . . . . . . . . . . . . . 24 18 42
Other (*28,616,710). . . . . . . . . . . . . . . 9 15 24

Total Presentations................ 140 356 496
Number of Companies 1973 1972 1971 1970
Referring to other income taxes 
Not referring to other income

356 289 269 269

taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 244 311 331 331
Total..................................... 600 600 600 600
*Refer to Company Appendix Section
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AMERICAN SMELTING AND REFINING COMPANY 
(DEC)

1973 1972
($ thousands)

Earnings before U.S. and Foreign Taxes on
In c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $136,720 $55,858

U.S. and Foreign Taxes on Income (note 
1 2 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,364 8,974

Net Earnings.................................................  $113,356 $46,884
Note 12: U. S. and Foreign Taxes on Income

(in thousands)

1973 1972
U.S. curren t provision, before c r e d its . . . . .  $23,447 $7,073
Investm ent tax c re d it . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,684) (2,014)
U tilization of foreign tax cred it carryfor

w a rd . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,788) (481)
U.S. curren t p ro v is io n . . . . . . . . . . . . . . . . . . . . . . . . . .  16,975 4,578
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  123 1,138
Foreign curren t p ro v is io n . . . . . . . . . . . . . . . . . . . . .  6,266 3,258
Total U.S. and foreign taxes on income . $23,364 $8,974

Deferred tax expense results from timing differences 
in the recognition of income and expense for tax and fi
nancial statement purposes. The sources and tax effects 
of these 1973 differences are;

(in thousands)
Excess of tax depreciation over book depreciation .. $3,716
Current m ine developm ent costs deducted in tax re

turns in excess of am ortization on books of such
costs capitalized in p rio r y e a rs . . . . . . . . . . . . . . . . . . . . . . . . .  3,790

Estimated loss on c losing B altim ore and Am arillo
plants not deducted in tax re tu rn . . . . . . . . . . .  (9,700)

U ndistributed earnings of investm ents accounted fo r 
by the equity method, on w hich tax is accrued tinder
APB O pinion No. 24 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,930

O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,613)
$123

Total “ U.S. and Foreign Taxes on Income”  is 17.1% 
of “ Earnings Before U.S. and Foreign Taxes on In
come,” as compared to the U.S. statutory income tax 
rate of 48%. The difference is due to the following:
U.S. and Foreign Taxes on In c o m e .. . . . . . . . . . . . . . . . . . . . .  17.1%
U ndistributed earnings of investm ents accounted fo r 

by the equity method on w hich tax was not provided
at the statutory ra te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20.9

D e p le tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7.1
Investm ent c r e d i t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2.7
Capital g a in s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2.7
Other ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2.5)
U.S. statutory income tax ra te ..........................   48.0%

THE ANACONDA COMPANY (DEC)
1973 1972

($ thousands)
Income before incom e taxes and extraord i

nary ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $92,103 $49,557
United States and fore ign incom e ta x e s ... 22,397 5,489
Income before extraordinary item s.........  $69,706 $44,068

Summary of Significant Accounting Policies
Income Taxes -  Under a ruling published by the Inter

nal Revenue Service, the company is permitted to carry 
forward the significant losses resulting from the expro
priation of its Chilean properties in 1971 as an ordinary 
loss for a period of ten years. In addition, the company’s 
major Canadian subsidiary has available future tax ben
efits arising from the write-off of depreciation, mine de
velopment and exploration costs for financial account
ing purposes; the related tax benefits were not recorded 
previously as their realization was not assured. Until 
such time as the U.S. loss carryforward and the availa
ble Canadian tax benefits are fully utilized, the compa
ny’s Statement of Consolidated Income will include a 
charge in lieu of income taxes, representing the addi
tional United States and Canadian income taxes which 
otherwise would have been provided, with an equal and 
offsetting extraordinary credit reflecting the utilization 
of the loss carryforwards. United States investment tax 
credits, which would otherwise reduce the company’s 
U.S. taxes, are applied as a reduction of this charge.

Both the charge in lieu of income taxes and the relat
ed extraordinary credit are based on income reported 
for financial accounting purposes although certain 
items of income and expense, principally mine develop
ment expenditures and income from affiliates, may be 
reported in different periods for tax purposes.

Estimated United States income taxes (or the charge 
equivalent thereto) and foreign income taxes are pro
vided on the company’s share of the earnings of affili
ated companies.

Financial Review

United States and Foreign Income Taxes-Income tax 
expense is comprised of the following:

U.S.
Total Federal Foreign

Year 1973:
Currently p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,592 1,086 1,506
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,458 1,458
Charge e q u iv a le n t* . . . . . . . . . . . . . . . . . . . . . . . . .  18,347 15,296 3,051

$22,397 16,382 6,015
Year 1972:
C urrently p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,506 1,060 446
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  995 995 - - - - - -
Charge e q u iv a le n t* . . . . . . . . . . . . . . . . . . . . . . . . .  2,988 2,988 - - - - - -

$5,489 4,048 1,441
*Charge equivalent to benefit from utilization of loss 

carryforwards.
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At December 31, 1973, the company has available, 
through 1981, approximately $300 million of consoli
dated tax-loss carryforward resulting from its 1971 ex
propriation loss. The loss carryforward amount, which is 
exclusive of any amounts relating to the contracts of 
guaranty with OPIC, is subject to audit by the Internal 
Revenue Service. In addition, the company has approxi
mately $6.2 million of future Canadian tax benefits avail
able.

Total tax expense before extraordinary items amount
ed to $22.4 million (1972-$5.5 million) or an effective 
rate of 24% (1972 -  11%) as compared with the U.S. 
statutory federal income tax rate of 48%. Components of 
this difference (expressed as a percentage of pre-tax in
come) are as follows:

1973 1972
Statutory federal incom e tax r a t e . . . . . . . . . .  48% 48%
Percentage depletion in excess of cost de

pletion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (13) (25)
Foreign incom e sub ject to  lower fore ign

tax ra te s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (10) (9)
Investm ent tax c r e d it . . . . . . . . . . . . . . . . . . . . . . . . . . .  (5) (6)
Other i t e m s - n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4 3
Effective tax rate ..........................................  24% 11%

For financial accounting purposes the company has 
recognized $5.0 million of United States investment tax 
credits as a reduction of the charge in lieu of income 
taxes (1972 - $1.6 million excluding $13.5 million appli
cable to the timberlands sale). For income tax purposes 
the company has unused investment tax credits of ap
proximately $20 million, the major portion of which will 
be available through 1979.

Note 2: Details of income taxes are as follows:
1974

Federal State Total
C ontinu ing Operations:
Current (refundable). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(555,800) 138,400 (417,400)
Deferred. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  686,000 —
Investment Credits. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —  —
Sub-Total..........................................  130,200 138,400
Discontinued Operations;
Current (Refundable). . . . . . . . . . . . . . . . . . . . . . .    (130,200) - - -  (130,200)
Total Income Taxes...............................  $—  138,400 138,400

1973
Continuing Operations:
Current (Refundable). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deferred. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Investment Credits. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (132,000) —  (132,000)
Sub-Total..........................................  171,300 90,800 262,100
D iscontinued Operations:
Current (Refundable). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Total income taxes................................  $(136,030) 90,800 (45,230)

The provision includes deferred income tax charges 
and (credits) provided for timing differences as follows:

1974 1973
Excess of tax over book d e p re c ia tio n ....  $712,600 24,900
Rent accured on discontinued  operations - 75,000
Prepaid advertis ing expensed fo r tax pur

poses in 1973 and charged to  expense in
1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (43,700) 43,700

Other i t e m s - n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17,100 (9,600)
$686,000 134,000

The difference between the total “ expected”  Federal 
income tax rate of 48% and the actual tax expense is ac
counted for as follows:

THE BOHACK CORPORATION (JAN)
1974 1973

Earnings from  continu ing  operations be
fore incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $733,142 $912,141

Provision fo r incom e taxes (Note 2 ) .. . . . . .  268,600 262,100
Earnings from continuing operations......  464,542 650,041
Discontinued operations (Note: 2):
Loss from  d iscontinued operations of 

subsidiary (less applicable incom e tax ben
e fit o f $29,291 in 1974 and $307,330 in 
1 9 7 3 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (91,314) (349,152)

Loss on disposal o f subsidiary (less app li
cable incom e tax benefit of $100,909)... (314,723) - - - - - -

Loss on disposal and discontinued opera
tions of subsidiary.................................... (406,037) (349,152)

Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $58,505 300,889

1974 1973
Percent of Percent of

Income Before Income Before
Amount Taxes Amount Taxes

Computed expected tax expense $94,500 48% 122,720 48%
Increases (reductions) in taxes 

resulting from:
State and local income taxes, net

of Federal income tax benefit. 71,970 37% 47,220 18%
Investment credits. . . . . . . . . . . . . . .  . . . . . .  . . . . . .  (132,000) (51%)
Permanent differences. . . . . . . . . . . . .  (28,070) (15%) (83,170) (33%)
Tax expense (refund).................. $138,400 70% (45,230) (18%)

Based on currently anticipated expenditures and op
erations, it is not expected that there will be significant 
cash outlays in excess of tax provisions provided in the 
next three fiscal periods.

For tax purposes the Company has available for re
duction of future Federal income taxes investment cred
its aggregating approximately $1,700,000, expiring, if 
not used prior to that date, in varying amounts to 1981 
with approximately $900,000 expiring in the two years 
1979 and 1980.
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C urrent tax expense .. 
Deferred tax expense

CHERRY-BURRELL CORPORATION (OCT)

1973 1972
Incom e before ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $998,476 $1,163,646
Provision fo r incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . .  685,000 424,000
Net income....................................................  $313,476 $739,646

Notes to Consolidated Financial Statements
Income Taxes- Income tax expense consists of the 

following components:
1973 1972

. . . . . . . . . . . . . . . . . . .  $557,000 $695,000

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  128,000 (271,000)
$685,000 $424,000

The company follows the practice of providing in
come taxes based on income reported for financial 
statement purposes less any investment tax credits cur
rently available. Deferred tax expense results from tim
ing differences in the recognition of the revenue and ex
pense for tax and financial statement purposes. The tax 
effects of these differences, primarily for depreciation, 
pension and valuation reserves, are reflected as De
ferred or Prepaid Income Taxes in the balance sheet. 
The sources of these differences and the resulting (in
crease) decrease in taxes payable for the two years 
ended October 31 were:

Purchased patents expensed on tax return
and deferred on b o o k s . . . . . . . . . . . . . . . . . . . . . .

Tax over book d e p re c ia tio n . . . . . . . . . . . . . . . . . .
Pensions costs charged to  expense on

books bu t not deductib le  until p a id .. . .
Lease incom e recognized fo r tax purposes 

bu t deferred under operating method of
accounting fo r book p u rp o s e s . . . . . . . . . . . .

Obsolescence reserve charged to expense 
on books but not deducted fo r ta x e s .... 

O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1973

$(20,000)
15,000

41,000

1972

$(20,000)
88,000

(3,000)

87,000 (202,000)

( 11,000)

16,000
(107,000)

(27,000)
$128,000 $(271,000)

Total tax expense amounted to $685,000 in 1973 and 
$424,000 in 1972 (an effective rate of 68.6% and 36.4% 
re sp e c tive ly ), a to ta l d iffe re n t than the amount of 
$479,000 and $559,000 computed by applying the U. S. 
Federal income tax rate of 48% to income before tax. 
The reason of this difference are as follows:

1973 1972

Amount

% of 
Pretax 

Income Amount

% of 
Pretax 

Income
Computed "expected”  tax ex

pense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Increase (decrease) in taxes re

sulting fro m -
Investment tax credit currently

$479,000 48.0% $559,000 48.0%

a v a ila b le . . . . . . . . . . . . . . . . . . . . . . . . . .
Operating loss on Canadian

(20,000) (2.0) (125,000) (10.7)

subsidiary for which no tax bene
fits have been p ro v id e d . . . . . . . . 247,000 24.7 54,000 4.6

Other m isce llaneous. . . . . . . . . . . . . . (21,000) (2.1) (64,000) (5.5)
Actual tax expense................ $685,000 68.6% $424,000 36.4%

Two of the company’s foreign subsidiaries have avail
able loss carry-forward for income tax purposes of ap
proximately $840,000 of which $160,000 expires in 1976, 
$450,000 in 1977 and $230,000 in 1978. No recognition 
has been made in the accounts for the potential benefit.

CORNING GLASS WORKS (DEC)

1973 1972
($ thousands)

Income from Operations............................. $107,567 $81,299
Royalty, dividend, interest and o ther in 

come . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28,438 19,984
Interest and other c h a rg e s . . . . . . . . . . . . . . . . . . .  (33,365) (16,030)
Taxes on in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (50,076) (41,372)
Income before equity in earnings of associ

ated com panies and extraord inary items 52,564 43,881
Equity in earnings of associated com panies 17,818 9,565
Income before extraordinary items (per

share $4.00/1973; $ 3 .04 /197 2). . . . . . . . . . . .  70,382 53,446
Extraordinary ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  828
Net income (per share $4.00/1973;

$3.09/1972).................................................  $70,382 $54,274

Statement o f Accounting Policies
Taxes on Incom e- Certain charges, primarily provi

sions for furnace repairs, employee benefits and depre
ciation, are not deductible in the tax return for the per
iod in which they are recognized as expenses in the fi
nancial statements; certain income from equity basis 
companies and foreign subsidiaries is included in net 
income when it is earned but is not taxed until received 
by Corning (timing differences). In computing income 
tax expense for a period the company deducts these 
charges and includes this income in the period in which 
they are recognized in the financial statements rather 
than in the period in which they are included in the tax 
return (deferred tax accounting).

Income taxes are provided by Corning Glass Works 
on all earnings included in consolidated net income, ex
cept for 50% of the earnings of Corning Glass Interna
tional Sales Corporation, a domestic international sales 
corporation, which are expected to remain invested in
definitely.

Investment tax credits are deferred for financial state
ment purposes and used to reduce income tax expense 
in equal installments over the lives of the related 
properties.

Notes to Consolidated Financial Statements
Taxes on Incom e- Income tax expense is reported 

in the Consolidated Statements of Income and Retained 
Earnings in these segments:

1973 1972
($ thousands)

Taxes on in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $50,076 $41,372
Taxes provided on equity in earnings of as

sociated c o m p a n ie s . . . . . . . . . . . . . . . . . . . . . . . . . .  2,433 111
Taxes related to extraordinary ite m s ..... .  885
Tax expense for the year........................... $52,509 $42,368
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Income tax expense for the year is provided for current 
or future payment to the following taxing authorities:

1973 1972
($ thousands)

U . S .  fe d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $33,210 $30,712
Foreign g o ve rn m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,125 4,923
State and m u n ic ip a l. . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,174 6,733

$52,509 $42,368
Income tax expense for the year is reconciled to taxes
payable in the tax returns as follows:

1973 1972
($ thousands)

Tax expense fo r the y e a r . . . . . . . . . . . . . . . . . . . . .  $52,509 $42,368
Taxes payable currently  due to  deferred tax 

tim ing  differences (see Statement o f Ac
counting  P o lic ie s ). . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,954 1,668

Investm ent credits allowed in the curren t 
tax return in excess of am ortization of 
credits allowed in p rio r y e a rs .. . . . . . . . . . .  (1,588) (832)

Taxes payable in the tax returns............  $52,875 $43,204
Income taxes have not been provided on $7,465,000 

earned (4,889,000 in 1973) by Corning Glass Internation
al Sales Corporation which is expected to remain in
vested indefinitely. Changes in the two years in net de
ferred tax timing differences related to taxes other than 
U.S. federal were minor.

HEWLETT-PACKARD COMPANY (OCT)

C Y C L O P S  C O R P O R A T IO N  (D E C )
1973 1972

($ thousands)
Federal and state incom e taxes (Note 9): 
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,333 $1,911
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,369 2,049

$5,702 3,960

1973 1972

Taxes on incom e (notes 1 and 3): 
Federal;

($ thousands)

C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $27,262 $23,648
Investment tax c re d its . . . . . . . . . . . . . . . . . . . . . . (1,342) (664)
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,412 2,088

31,332 25,072
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,636 7,507
S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,855 4,485

$43,823 $37,064

Note 9: Income taxes— Federal and state income 
taxes have been calculated on the basis of Cyclops and 
its subsidiaries filing separate corporate tax returns.

Deferred income taxes are provided for temporary 
timing differences between financial reporting and in
come tax reporting. The sources of deferred income 
taxes in 1973 and 1972 were: Depreciation $1,754,000 
and $2,554,000; in ve s tm e n t tax c red it carryovers 
$452,000 and ($327,000); and other timing differences 
$163,000 and ($178,000).

The effective tax rates in 1973 and 1972 were 40% and 
34%. The factors causing the effective tax rate to be 
lower than the 48% U. S. Corporate tax rate by 8% in 
1973 and 14% in 1972 were: Tax basis of assets of ac
quired companies exceeding Cyclops’ cost basis 5.9% 
and 6.9%; investment tax credit 3.2% and 5.5% ($451,000 
and $638,000), and other factors (1.1%) and 1.6%.

Note 1 (in part): Summary of Significant Accounting 
Policies

Taxes on Incom e- It is the policy of the Company 
to report income substantially on the same basis for tax 
and financial purposes. Deferred taxes on income are 
provided in recognition of timing differences between 
income reported for tax and financial purposes which 
relate principally to its Domestic International Sales 
Company (DISC). Investment tax credits are accounted 
for as a reduction of income tax expense in the year the 
related assets are placed in service.

Note 3. Taxes on Incom e- The United States Internal 
Revenue Service has completed a review of the Compa
ny’s federal income tax returns for the three years 
ended October 31, 1971. Adjustments from the Service’s 
review have resulted in additional income and related 
income taxes applicable to 1969, 1970 and 1971. Also, 
certain adjustments related to earnings of foreign sub
sidiaries have resulted in assessments of additional 
United States taxes for the years 1964 through 1970. The 
settlement of the above tax issues had no significant ef
fect on net income for the years ended October 31, 1973 
and 1972.

The effect of such tax assessments enabled the Com
pany to repatriate $10,526,000 of undistributed foreign 
earnings in the form of a dividend from its Swiss subsi
diary subsequent to October 31, 1973 without incurring 
any further United States tax liability. In the opinion of 
the Company, undistributed earnings of foreign subsidi
aries, aggregating $52,480,000 (net of the above men
tioned dividend) and $42,877,000 at October 31, 1973 
and 1972 respectively, will be required for use in their 
operations. Accordingly, no provision has been made 
for domestic taxes on income which would accrue upon 
return of such earnings to the Company.

In 1973, the Company’s effective federal and foreign 
income tax rate (after deduction of state taxes on in
come) declined from 46.7% to 43.4%. Had the Compa
ny’s effective tax rate been at the United States statu
tory rate of 48% in 1973, the provision for federal and 
foreign taxes on income would have been $43,064,000. 
The difference is explained as follows:
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Federal and fore ign taxes on incom e at the
United States statutory r a te . . . . . . . . . . . . . . . .

Income of the Com pany’s S ingapore and 
Malaysian subsidiaries substantia lly tax 
free under p ioneer status acts fo r approx i
mately 9 years com m encing in 1973 ...

Taxes accrued on intercom pany pro fits  in 
fore ign subsidiary inventories elim inated 

Tax assessments on undistributed earnings
of fore ign s u b s id ia rie s . . . . . . . . . . . . . . . . . . . . . .

Investment tax c re d its . . . . . . . . . . . . . . . . . . . . . . . . . .
Other, n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Federal and foreign taxes on income pro

vided in the consolidated statement of in
come ...........................................................

Amount 
(In Thousands) Percentage

$43,064 48.0%

(5,834) (6.5)

2,367 2.6

1,430 1.6
(1,342) (1.5)

(717) (.8)

$38,968 43.4%

ELI LILLY AND COMPANY (DEC)
1973 1972

I n c o m e  b e f o r e  t a x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $254,070,910 $196,361,366
P r o v i s i o n  f o r  t a x e s  o n  i n c o m e - N o t e s  C  

a n d  E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  98,551,000 70,082,500

Net Income....................................................  $155,519,910 $126,278,866
Note C: Operations in Puerto R ico -  The company, 

through a subsidiary, has substantial manufacturing 
facilities in Puerto Rico. A substantial portion of this 
subsidiary’s income, derived from both manufacturing 
operations and investments, is exempt from income 
taxes under Puerto Rican and federal tax statutes. Mul
tiple exemption grants, relating to income from manu
facturing operations, will expire in various years starting 
in 1976. C o n so lid a te d  net incom e was increased 
$13,200,000 for 1973 and $17,900,000 for 1972 as a re
sult of this tax-exempt income. The reduction of the tax 
savings in 1973 included the effect of the expiration in 
December, 1972, of the patent on the principal product 
manufactured by this subsidiary.

Note E: Taxes on Incom e- Provision for taxes on in
come is composed as follows:

1973 1972
Current:
F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $76,713,000 $53,796,400
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,782,000 17,297,000
Deferred federal:
Accelerated d e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . .  4,294,400 3,626,600
Unrealized p ro fit e lim inated from  inven

tories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (5,100,000) (3,100,000)
Sundry other tim ing d iffe re n c e s . . . . . . . . . . . . . .  (1,138,400) (1,537,500)
Totals..............................................................  $98,551,000 $70,082,500

At December 31, 1973, the net amount of deferred 
taxes was $1,203,000, classified $17,334,000 in prepaid 
expenses and $16,131,000 as a separate long-term item 
in the balance sheet. Amounts in the table above for 
1972 have been reclassified to conform with the 1973 
classifications: comparable changes have been made in 
the statement of changes in financial position.

Unremitted earnings of foreign subsidiaries which 
have been, or are intended to be, permanently reinvest
ed for Continued use in operations in those countries, 
and which if remitted would result in federal income 
taxes, aggregated approximately $47,000,000 at Decem
ber 31, 1973. Under current federal income tax laws and 
tax treaties and assuming the benefit of all available tax
planning alternatives and available tax credits and de
ductions, it is estimated that, if all such unremitted 
earnings were distributed, the federal income taxes 
thereon would not exceed $23,000,000.

Following is a reconciliation between the amount of 
tax expense at the federal statutory tax rate of 48% and 
the provision for taxes on income:

1973 1972
Income before taxes at 4 8 % .. . . . . . . . . . . . . . .   $121,954,000 $94,253,000
Tax savings from  operations in Puerto Rico (13,200,000) (17,900,000)
Investment tax c r e d it . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,100,000) (973,000)
Effect o f fore ign tax rates and unrem itted

e a rn in g s . . . . . . . . . . . . . . . . .    (6,200,000) (2,300,000)
Sundry o th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,903,000) (2,997,500)
Provision for taxes on incom e.................  $ 98,551,000 $70,082,500

Federal income tax returns for years prior to 1971 
have been examined and all matters have been conclud
ed and reflected in the financial statements. The return 
for the year 1971 is currently under examination.

THE PITTSTON COMPANY (DEC)
1973 1972

In co m e  b e fo re  P ro v is io n  fo r  In co m e  
T a xe s  a n d  E x tra o rd in a ry  I t e m s . . . . . . . . .  $32,368,671 $33,228,305

Provision fo r Income Taxes:
F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,130,776 6,234,792
State and F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,821,668 2,896,459

6,952,444 9,131,251
Income before Extraordinary Ite m s .... . . . .  $25,416,227 $24,097,054

Notes to Financial Statements
Note 3: Income Taxes- The provision for income 

taxes, exclusive of extraordinary items (see note 8), con
sists of the following components:

U.S.
Federal Foreign State Total 

($ thousands)
1973
Currently payable before invest

ment c re d it. . . . . . . . . . . . . . . . . . . . .  $6,178 $1,923 $ 732 $8,833
Investment c red it. . . . . . . . . . . . . . . . .  (1,708) - -  - -  (1,708)
Deferred. . . . . . . . . . . . . . . . . . . . . . . . . .  (340) 167 - -  (173)
Total-1973 ............................... $4,130 $2,090 $ 732 $6,952
1972
Currently payable before invest

ment c re d it. . . . . . . . . . . . . . . . . . . . .  $7,302 $1,546 $1,262 $10,110
Investment c re d it. . . . . . . . . . . . . . . . .  (1,742) - -  - -  (1,742)
Deferred. . . . . . . . . . . . . . . . . . . . . . . . . . .  675 88 - -  763
Total-1972 ............................... $6,235 $1,634 $1,262 $9,131

The sources of the timing differences which gave rise
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to deferred taxes in 1973, and the tax effect of each are 
shown below:

($ thousands)
Adjustm ents resulting from  audits o f p rio r years’ tax

re tu rn s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (600)
Mine developm ent expenditures, capitalized and 

am ortized on books b u t deducted as incurred fo r tax
p u rp o s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,811

W orkm en’s com pensation claims, book provision in
excess of tax d e d u c t io n . . . . . . . . . . . . . . . .  (1,292)

Insurance claims, tax deduction in excess of book
p ro v is io n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  192

Excess of book over tax d e p re c ia tio n . (80)
Excess of book provision over tax deduction fo r bad

d e b ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (74)
M isce lla n e o u s. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (130)

$ (173)
The t o t a l  t ax  p r o v i s i o n  f o r  t h e  year  1973 was

$6,952,000 (an effective tax rate of 21.5%), a total which
is less than the amount of $15,537,000 computed by
applying the U.S. Federal income tax rate of 48% to the 
income before provision for income taxes and extraor
dinary items. The reasons for this difference are as fol
lows:

Amount Percent of
(In thousands) Pre-tax Income

Tax provision com puted at 4 8 % ... . . . . . . . . .  $15,537 48.0
Increases (reductions) in taxes:
“ DISC”  income, taxed at an effective rate

of 2 4 % .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,025) (9.3)
Excess of percentage depletion deducted 

fo r tax purposes over cost depletion per
b o o k s . . . . . . . . . . . . . . . . . . . . . . . . . . .    (5,058) (15.6)

Investm ent c re d it . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,708) (5.3)
M is ce lla n e o u s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,206 3.7
Actual tax p ro v is io n . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 6,952 21.5

In 1972, the effective tax rate was 6 points higher than 
1973 because of lower percentage depletion and DISC 
income and a larger charge resulting from audits of 
prior years’ tax returns.

It is the policy of the Company to accrue appropriate 
U.S. and foreign income taxes on earnings of subsidiary 
companies which are intended to be remitted in the 
near future. Unremitted earnings of such subsidiaries 
which have been permanently reinvested for growth and 
expansion, exclusive of those amounts which, if remit
ted in the near future, would result in little or no such 
tax by operation of relevant statutes currently in effect, 
aggregated approximately $16,550,000 at December 31, 
1973 and $7,970,000 at December 31, 1972. These 
amounts include unremitted earnings ($11,940,000 at 
December 31, 1973 and $5,650,000 at December 31, 
1972) of the Company’s Domestic International Sales 
Corporation (DISC) subsidiary on which taxes have not 
been accrued, and which have been, or are intended to 
be, permanently reinvested in qualified export assets 
and should not become taxable in the foreseeable fu
ture.

The Company and its domestic subsidiaries file a 
consolidated U.S. Federal income tax return. Such re
turns have been audited and settled through the year 
1970.

T IM IN G  D IFFE R E N C E S

tions which give rise to timing differences. In general, 
timing differences occur when the period for reporting a 
transaction for financial accounting purposes is either 
earlier than or later than the period for reporting a 
transaction for tax accounting purposes. Table 3-17 
shows that most companies reporting timing differences 
disclose the reason for the timing difference and the 
amount of the tax effect of the timing difference. In ad
dition to the reasons for timing differences cited in 
Table 3-17, six companies disclosed that the timing dif
ference was caused by the use of cash basis accounting 
for tax purposes and accrual basis for financial ac
counting purposes for certain segments of their busi
ness c.f. farming operations and operating of a school. 
Examples of timing differences are presented in con
nection with Tables 2-42 and 3-16.

TA BLE 3 -17  T IM IN G  D IFFE R E N C E S
Reasons for 1973 1972 1971 1970
Depreciation. . . . . . . . . . . . . . . . . . . . . .  459 439 381 366
Installment sales. . . . . . . . . . . . . . . . .  66 68 59 54
Deferred expenses. . . . . . . . . . . . . . .  73 56 54 57
Unremitted earnings. . . . . . . . . . . . .  92 56 11 N/C
Deferred incom e.. . . . . . . . . . . . . . . .  56 36 29 38
Pensions. . . . . . . . . . . . . . . . . . . . . . . . . . .  43 30 27 27
Other employee benefits. . . . . . . .  50 44 32 32
Discontinued operations. . . . . . . . .  24 30 12 N/C
Research and development.....  29 20 21 19
Long-term contracts. . . . . . . . . . . . .  22 16 15 N/C
Inventory pricing. . . . . . . . . . . . . . . . .  35 15 9 7
Warranties and guaranties.. . . . .  20 12 10 N/C
Pre operating expenses.... . . . . .  11 11 13 N/C
Other estimated expenses. . . . . . .  88 47 45 60
Total disclosures. . . . . . . . . . . . . . . . .  1,068 880 718 660
Number of Companies
Reasons disclosed. . . . . . . . . . . . . . .  507 488 428 410
Reasons not disclosed. . . . . . . . . . .  48 65 102 111
No timing differences disclosed. 45 47 70 79
T o ta l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  600 600 600 600
Amount of tax effect
Disclosed within income state

ment. . . . . . . . . . . . . . . . . . . . . . . . . . . . .  154 188 192 197
Disclosed in notes to financial

statements. . . . . . . . . . . . . . . . . . . . . .  340 269 242 204
Disclosed elsewhere. . . . . . . . . . . . .  20 44 54 51
Subtotal. . . . . . . . . . . . . . . . . . . . . . . . . . .  514 501 488 452
Not disclosed. . . . . . . . . . . . . . . . . . . . .  41 52 42 69
No indication of timing differ

ences . . . . . . . . . . . . . . . . . . . . . . . . . . . .  45 47 70 79
Total Companies. . . . . . . . . . . . . . . . .  600 600 600 600
N / C -  N o t  C o m p i le d
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INVESTM ENT CREDIT

The Revenue Acts of 1962 and 1964 allowed a credit 
against Federal income taxes of up to seven percent of 
the cost of certain depreciable assets purchased and 
placed in service during the tax year. Effective for prop
erty acquired, constructed, or reconstructed after April 
18, 1969, the Tax Reform Act of 1969 terminated the 
credit but permitted unused credits to be carried back 
three years and carried forward seven (in some in
stances ten) years. The Revenue Act of 1971 reinstated 
the credit for property ordered after March 31, 1971 and 
for property ordered prior to March 31, 1971 but ac
quired subsequent to August 15, 1971. The Revenue Act 
of 1971 did not require a particular method of account
ing but did require that once an accounting method was 
adopted no change could be made without the consent 
of the Secretary of the Treasury or his delegate. Treas
ury releases issued subsequent to the enactment of the 
Revenue Act of 1971 stipulated that only the flow
through method or deferral method be used to account 
for the investment credit and specified December 10, 
1971 as the effective date for the accounting require
ments of the Act. Accounting Interpretations, published 
in the April 1972 issue of The Journal o f Accountancy 
and reprinted in Section U 4094 of APB Accounting 
Principles- Current Text As Of June 30, 1973, discuss 
various aspects of the reinstated investment credit.

The manner in which the investment credit is ac
counted for is summarized in Table 3-18. Examples of 
disclosures of the accounting for the investment credit 
follow.

Flow-Through Method

ACME MARKETS, INC. (MAR)

Notes to Financial Statements
Note 1 (in part): Income Taxes- The company pro

vides deferred income taxes or credits where there are 
timing differences in recording income and expenses 
for financial reporting and tax purposes. These timing 
differences relate primarily to accelerated depreciation 
and reserves not currently tax deductible.

The company reduces its current income tax provi
sion for investment tax credits in the year in which the 
credits arise. Credits for 1964 and prior which were de
ferred are being amortized over the estimated lives of 
the related assets.

Note 3: Income Taxes- Federal and state income 
taxes charged to earnings are summarized below:

1973 1972
C urrent:

Federal (before investm ent c re d its ) .....  $1,271,000 8,500,000
Investm ent credits re a lize d . . . . . . . . . . . . . . . . .  (1,500,000) (1,530,000)
S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  414,000 939,000

D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  617,000 1,023,000
A m ortization of investm ent credits deferred 

in 1964 and p rio r y e a rs .. . . . . . . . . . . . . . . . . . . . .  (102,000) (132,000)
$ 700,000 8,800,000

TA BLE 3-18: IN V E S T M E N T  TA X C R E D IT

Flow -thro ugh m ethod;
1973 1972 1971 1970

No prior years deferral. . . . . . . . . . 453 465 307 234
Prior years' deferral being amort

ized . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43 24 22 11
S u b to ta l...................................................

D e fe rra l m ethod:

496 489 329 245

Amortized over productive l ife ... 65 67 62 35
Amortized over shorter period ... 5 5 8 6
Amortization policy not indicated 8 5 12 13

S u b to ta l................................................... 78 77 82 54
No reference to investment credit 26 34 189 301

T o ta l C o m p a n ie s ............................... 600 600 600 600

Federal income tax returns of the company have been 
examined by the Internal Revenue Service through fiscal 
1968. In regard to fiscal years 1963-1968, the IRS has 
proposed adjustments, in addition to those already se
ttled and paid by the company, principally the extension 
of lives used in computing depreciation of buildings and 
leasehold improvements. A tentative agreement has 
been reached on a compromised basis and the estimat
ed additional taxes to be paid have been transferred 
from the deferred tax account to current liabilities since 
the adjustments relate to timing differences.

ADAMS-MILLIS CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note A (in part): Summary of Accounting Policies
Taxes on Incom e- Certain items of income and ex

pense, principally depreciation and royalty expense, are 
reported in different periods for income tax purposes 
and financial reporting purposes. Deferred income taxes 
are provided for financial reporting purposes for these 
timing differences. The investment tax credit is recorded 
by the flow-through method which reduces the provi
sion for taxes on income in the year of utilization.

It is the policy of the Company to accrue appropriate 
federal income taxes on earnings of subsidiary com
panies which are intended to be remitted to the parent 
company in the near future. At December 30, 1973, no 
material amounts of such distributions were anticipated. 
Unremitted earnings of subsidiaries, which have been or 
are intended to be permanently reinvested for the nor
mal operations and expansion of the subsidiaries’ busi
ness, exclusive of those amounts which if remitted in 
the near future would result in little or no such tax by 
operation of relevant statutes currently in effect, aggre
gate $788,560 at December 30, 1973.

Note F: Income Taxes- At December 31, 1972 the 
Company elected to file a consolidated federal income
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tax return with its wholly-owned subsidiaries. As a result 
of this election, substantially all of the deposits of esti
mated federal income taxes made during 1972 were re
fundable. Additional amounts recoverable at December 
31, 1972 resulted from the carryback of unused invest
ment tax credits of which $98,257 was received subse
quent to December 30, 1973.

The investment tax credits used to reduce the provi
sion for federal income taxes amounted to $378,946 in 
1973 and $389,799 in 1972. At December 30, 1973 in
vestment tax credits of $208,525 were available for car
ryforward through 1979 for tax purposes of which 
$90,685 has been recognized for financial reporting pur
poses in 1973.

KEYSTONE CONSOLIDATED INDUSTRIES, INC. (JUN)

Notes to Consolidated Financial Statements
Note A (in part): Income Taxes- The Company pro

vides for income taxes currently payable and, in addi
tion, provides for deferred income taxes resulting from 
timing differences between financial and taxable in
come. Since July 1, 1968, the investment tax credit has 
been recorded on the flow-through method of account
ing. Credits for prior years, which were deferred, are 
being amortized over the useful lives of the related as
sets.

Note D: Income Taxes- The income tax provision is 
comprised of the following:

1973 1972
Provisions fo r incom e taxes, includ ing 

$1,053,000 deferred in 1973 and $684,000
in 1972 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,106,000 $2,329,000

Investm ent tax credits, inc lud ing  am ortiza
tion o f am ounts deferred of $132,000 in 
1973 and $135,000 in 1972.... . . . . . . . . . . . . (614,000)

$2,492,000
(481,000)

$1,848,000
The provision for income taxes has an effective tax 

rate lower than normal due principally to the inclusion 
in earnings of the deferred credit amortization for which 
no income tax provision is required.

WINNEBAGO INDUSTRIES, INC. (FEB)

Notes to Consolidated Financial Statements
Note O. The Company follows the policy of recording 

the investment credit in the year it arises as a reduction 
of current tax expense. This policy has not had a materi
al effect on net income or earnings per share for the 
four fiscal years ended February 26, 1972. For the fiscal 
year ended February 24, 1973 this policy increased net 
income $835,000 and earnings per common share $.03. 

D eferra l M ethod

ALPHA PORTLAND INDUSTRIES, INC. (DEC)

Summary of Significant Accounting Policies

Income Taxes- The Company computes and records 
taxes currently payable based upon determination of 
taxable income which is different from pre-tax financial 
statement Income. Such differences arise from the re
porting of financial statement amounts in different per
iods for tax purposes. The tax effect on such “ timing” 
differences is provided for as deferred taxes.

Investment credits recognized, including those uti
lized in computing deferred income taxes for timing dif
ferences, are reflected as a reduction of income tax ex
pense over the productive life of the related acquired 
property.

Notes to Consolidated Financial Statements
Note 2 (in part): Income Taxes- Income tax provi

sions, other than those applicable to extraordinary 
items, are as follows:

1973 1972
($ thousands)

Federal -  Before am ortization of invest
ment credit:

C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
State and city:
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Am ortization of investm ent c r e d i t . . . . . . . . . .

Income taxes.....................................

ANHEUSER-BUSCH, INCORPORATED (DEC)

Summary of Significant Accounting Principles and 
Policies

Income Taxes- The provision for income taxes is 
based on elements of income and expense as reported 
in the Statement of Income. The company has elected to 
utilize certain provisions of federal income tax laws and 
regulations to reduce current taxes payable, the primary 
item being the calculation of depreciation for tax pur
poses on the basis of shorter lives permitted by the 
Treasury Department. The resulting tax benefit has been 
deferred and will be recognized in the provision for in
come taxes at such time as depreciation reported in the 
Statement of Income exceeds that taken for income tax 
purposes.

The company follows the practice of adding the in
vestment tax credit to income over the productive lives 
of the assets generating such credit, rather than in the 
year in which the assets are placed in service. Accord
ingly, benefits realized from the investment tax credit 
have been deferred and will be recognized as reduc
tions in the provisions for income taxes in the appropri
ate years.

$ 837 
3,510 $2,500

418 467
482 305

5,247 3,272
(250) (500)

$4,997 $2,772
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Notes to Consolidated Financial Statements
Note 8: Income Taxes- The provision for income 

taxes for the years ended December 31, 1973 and 1972, 
includes the following;

1973 1972
($ thousands)

Current tax provision;
F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $41,303 $57,547
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,675 4,758

44,978 62,305
Deferred tax provision;
F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,965 7,516
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  860 572

12,825 8,088
Deferred investm ent tax credit;
Reduction in curren t taxes p a y a b le .........  4,807 1,869
Less am ortization of deferred investm ent 

tax c r e d i t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,952 1,775

2 855 94
T o ta l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $60,658 $70,487

The $70,487,000 provision for income taxes in 1972 
is before giving effect to the income tax reduction of 
$4,006,000 ($3,271,000 current; $735,000 deferred) re
sulting from the loss on the discontinued Houston 
Busch Gardens operation.

The Internal Revenue Service has examined and 
cleared federal income tax returns of the company for 
years through 1969.

The permanent reduction of Federal taxes relative to the 
investment credit on equipment additions has been de
ferred and is being reflected in income over the estimat
ed productive lieves of the acquired facilities.
No provision has been made for additional taxes on un
remitted earnings of domestic and foreign subsidiaries 
and affiliates since substantially all of these earnings 
have been reinvested in working capital and fixed as
sets.

Notes to Consolidated Financial Statements
Note 6 (in part): Income Taxes —  The investment cred

it generated and deferred in 1973 was $729 thousand 
compared to $443 thousand in 1972. The amortization of 
investment credit, included in other operating and sun
dry income, increased net earnings by $741 thousand 
and $773 thousand in 1973 and 1972, respectively.

TA X A S S E S S M E N TS

126 survey companies disclosed tax claims or tax as
sessments. Of the 58 companies disclosing tax claims 
25 resulted from operating loss carrybacks. Of the 68 
companies referring to proposed tax assessments 55 
had not accrued a liability for the proposed tax deficien
cy. Examples of disclosures of proposed tax assess
ments and tax claims are shown below and in connec
tion with Tables 1-20 and 1-21.

BRIGGS & STRATTON CORPORATION (JUN)

Notes to Consolidated Financial Statements
Note 1 (in part): Investment Tax Credits: Investment 

tax credits are deferred and amortized over the useful 
lives of the related assets.

Note 2: Investment C red it- As outlined in the state
ment of accounting policies, the Company follows the 
deferral method of accounting for the Federal invest
ment tax credit. The remaining credit of $1,278,000 at 
year end is being amortized over the lives of the related 
assets. The investment credit amounted to $498,000 and 
$136,000 in 1973 and 1972, respectively. Amortization of 
$173,000 and $131,000 was reflected in income in 1973 
and 1972, respectively.

CHEMETRON CORPORATION (DEC)
Summary of Significant Accounting Policies
Income Taxes- The Company computes deprecia

tion, for tax purposes, on accelerated methods. Provi
sion has been made in the form of deferred income 
taxes for taxes which will become payable in future 
years when depreciation deductible for tax purposes 
will be less than that shown on the books. The Company 
also recognizes the deferred tax effect of other differ
ences between book and tax accounting.

CITATION MANUFACTURING COMPANY, INC. (JUN)

Notes to Financial Statements
Note 8: Income Taxes- Deferred taxes is composed 

of the following;

C urrent
N o n -

Current
Deferred taxes on chem ical royalty income $ 74,373 $ - - -
Deferred taxes on research and develop

ment c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ___ 446,258
$74,373 $446,258

Less; benefit of net operating loss carryfor
ward . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (74,373) (117,425)

$ - - - $328,833
The C om pany and its  subs id ia ries  are presently 

undergoing an examination by the Internal Revenue 
Service. Proposed assessments, if made, would increase 
the Company’s liability for income taxes approximately 
$200,000 over amounts previously provided for by the 
Company, and would also give rise to a net operating 
loss carryforward which would provide a benefit against 
deferred taxes of approximately $100,000. The Company 
is contesting the additional assessments and while the 
final outcome is undeterminable at this time, manage
ment believes that final assesments will not be material.
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FOOD FAIR STORES, INC. (JUL)

Notes to Consolidated Financial Statements
Note 11: Income taxes- Income taxes are comprised 

of the following:
1973 1972

Federal:
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 84,000
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,780,000 3,042,000
Investm ent tax c r e d it . . . . . . . . . . . . . . . . . . . . . . . .  (1,307,000) (10,000)

S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  351,000 582,000
$1,824,000 $3,698,000

Net income tax expense charged to operations in 
fiscal 1973 was $926,000 ($1,824,000 charged to income 
from continuing operations, $898,000 credited to the ex
traordinary item). The financial income subject to tax in
cludes approximately $1,800,000 of income taxable at 
the capital gains rate. An investment tax credit of 
$510,000 was applied in reduction of the Federal income 
tax provision.

The Company and its subsidiaries file a consolidated 
Federal income tax return. Net operating loss and in
vestment tax credit carryforwards of approximately 
$4,600,000 and $3,700,000, respectively, are available for 
fiscal years ending after July 28, 1973. The net operating 
loss carryforwards expire through 1977; the investment 
tax credits expire through 1980.

The Federal income tax returns of the Company and 
certain subsidiaries have been examined by Internal 
Revenue Service for the fiscal years 1964 through 1968. 
The Service has proposed adjustments which would re
sult in additional taxes of approximately $10,500,000. 
The proposed adjustments are being contested by the 
Company. In the opinion of management, based upon 
the advice of tax counsel, the final net additional tax will 
be substantially less than the amounts proposed.

LORAL CORPORATION (MAR)
LONG-TERM LIABILITIES
4½ % convertib le subordinated debentures, due De

cem ber 1, 1980 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    $3,781,000
7⅞% note p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,135,000
8¾ % m ortgage p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  978,000
C ontingent federal incom e taxes (Note 5 ) . . . . . . . . . . . . .  600,000
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  132,000

$7,626,000
Note 5: Income Taxes- The Internal Revenue Service 

has p ro p o s e d  a sse ssm e n ts  o f incom e taxes of 
$2,150,000 (excluding interest), based upon its examina
tion of the Company’s federal income tax returns for the 
four years ended March 31, 1964. The proposed assess
ments, in the opinion of the Company and its Counsel, 
are excessive and are being contested. While there are 
indications to support the Company’s belief that the 
G overnm ent w ill agree to reduce substantia lly the 
amounts of additional taxes being claimed, it is present
ly impracticable to estimate the amount of ultimate lia
bility. Furthermore, a major portion of any ultimate as
sessment may be offset by the resulting development of

operating losses for income tax purposes in years fol
lowing fiscal 1964 which might be carried back to one 
or more years under consideration or carried forward to 
subsequent years. In any event, any such assessment of 
significance which is not already provided for and which 
may not be so offset would be charged directly to re
tained earnings (deficit) rather than to current opera
tions.

Since the Company does not now expect resolution 
prior to April 1974 of the potential liability for open 
years, the  c o n tin g e n t lia b ility  fo r income taxes of 
$600,000 provided for such open years is classified as a 
long-term liability.

Subject to ultimate resolution of the above, the Com
pany has available as deductions from future taxable in
come otherwise subject to federal income tax, carry-for
ward losses of approximately $4,500,000 which expire 
as follows: $2,000,000 in 1976; $2,500,000 in 1977. The 
Company also has unused investment tax credits of ap
proximately $320,000 expiring at various dates through 
1980. The Company follows the policy of crediting to in
come the tax benefits of the investment credit in the 
year taken for federal income tax purposes.

SAFEWAY STORES, INCORPORATED (DEC)
Financial Review
Taxes on Income (in part)— Canadian and United 

States Corporation Income Tax Returns for all years 
prior to 1970 have been reviewed by taxing jurisdictions. 
Returns for 1970 and 1971 are under review and for 
1972 and 1973 are subject to review. The U.S. Internal 
Revenue Service has proposes an assessment of $8.1 
million for the years 1963 through-1969 based on a di
sallowance of the Company’s U.S. Employee Retirement 
Plan contributions for those years. Although a formal 
report has not been received by the Company for the 
years 1970 and 1971, the Service has informally indicat
ed there will be certain disallowances but no adjustment 
in either of the years in connection with the Company’s 
contributions to the U.S. Employee Retirement Plan. 
Any Retirement Plan contributions which may ultimately 
be disallowed would be carried forward as timing differ
ences and claimed as deductions in future years. Man
agement believes that adequate provision has been 
made for payment of taxes with respect to the returns 
that have been reviewed or which are subject to review 
and that any possible additional assessments in excess 
of those provided for will not result in any material ad
verse effect on stated earnings or financial position.

WARNER-LAMBERT COMPANY (DEC)
Notes to Consolidated Financial Statements
Note 6: Tax Litigation -  The Internal Revenue Service 

in its examination of the 1960 Federal income tax return 
of Parke, Davis & Company (which was merged with a 
subsidiary of Warner-Lambert in 1970) made a realloca
tion of income between Parke-Davis and its wholly 
owned subsidiary operating in Puerto Rico. Such reallo
cation resulted in the assessment of a tax deficiency 
and interest for the year 1960 of approximately $990,000
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which has been paid. A suit for refund of the amount 
paid is pending and trial has been set for July 15, 1974.

The Internal Revenue Service has completed its ex
amination of the tax returns of Parke-Davis for the years 
1961 through 1970 and has proposed reallocations of 
income with respect to those years, which would result 
in substantial tax deficiencies. While it is not possible to 
estimate the net tax cost of the resolution of these mat
ters, Warner-Lambert and its counsel are of the view 
that the ultimate net tax cost should not exceed $37 mil
lio n , (the  am oun t p re v io u s ly  repo rted  in a corre
sponding footnote in Warner-Lambert’s 1972 Annual 
Report). Warner-Lambert is of the view that any ultimate 
liability will not materially adversely affect its business 
or operations. Payments of any deficiencies will be allo
cated for accounting purposes on a retroactive basis to 
the years in which they arose.

TA XES ON U N D IS TR IB U TE D  E A R N IN G S

APB Opinion No. 23 stipulates that income taxes 
should be accrued for undistributed earnings of subsid
iaries and corporate joint ventures included in consoli
dated earnings and that such accruals should be ac
counted for as timing differences. If there is evidence 
that the undistributed earnings of a subsidiary or corpo
rate joint venture will not be transferred to the investor, 
income taxes should not be accrued, but disclosures 
should be made as to the reason for not accruing taxes 
(earnings will be reinvested or remitted in the form of a 
tax-free liquidation) and as to the cumulative amount of 
undistributed earnings. With regard to the undistributed 
earnings of other investees which are included in con
solidated earnings. APB Opinion No. 24 stipulates that 
income taxes should be accrued and treated as a timing 
difference.

An Accounting Interpretation of Opinion No. 23, pub
lished in the March 1973 issue of The Journal of Ac
countancy and reprinted in Section U 4095 of APB Ac
counting Principles -  Current Text As of June 30, 1973, 
discusses disclosure of untaxed undistributed earnings 
of subsidiary. The Interpretation states in part:

Care should be exercised in drafting the foot
note required by paragraph 14-b of APB Opinion 
No. 23 so that readers may be fully apprised of tax 
implications of unremitted earnings of subsidiar
ies. The following is illustrative.

“ It is the policy of the company to accrue ap
propriate U.S. and foreign income taxes on earn
ings of subsidiary companies which are intended 
to be remitted to the parent company in the near 
future. Unremitted earnings of subsidiaries which 
have been, or are intended to be, permanently 
reinvested (disclosure of purpose), exclusive of 
those amounts which if remitted in the near future 
would result in little or no such tax by operation of 
relevant statutes currently in effect, aggregated $ 

at December 31, 1972.”

Accounting policies used for undistributed earnings 
as well as reasons for nonaccrual of taxes on undistri-

TA B LE 3-19: TA XES ON U N D IS TR IB U TE D  
E A R N IN G S

1973 1972 1971
Taxes accrued on all undistribut

ed e a rn in gs . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  41 35 33
Taxes accrued on a portion of 

undistributed e a rn in g s . . . . . . . . .  142 98  
Taxes not accrued on undistri

buted e a rn in g s . . . . . . . . . . . . . . . . . .  189 175
No mention of undistributed 

ea rn ings. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  228 292 490

Total Companies........................... 600 600 600

1970

32

51

517

600

Reasons Cited for Non Accrual of Taxes-1973
Subsidiary 

or Jo in t Other 
Venture Investees Total

Earnings to be reinvested .......................  286 34 320
Earnings will be remitted in a tax free

distribution .................................................  13 -  13
Other reasons...............................................  31 2 33
No reason g iven ..........................................  11 1 12

Total Disclosures..........................  341 37 378

buted earnings are shown in Table 3-19. In addition to 
the information presented in Table 3-19, 157 companies 
disclosed the cumulative amount of undistributed earn
ings. Examples of disclosures concerning the accrual or 
nonaccrual of taxes on undistributed earnings follow. 
Examples of disclosures for companies changing their 
accounting policy to conform to Opinion Nos. 23 and 24 
are presented in connection with Table 6-8.

A ccrual For Taxes

AMERICAN BEEF PACKERS, INC. (MAY)
Notes to Consolidated Financial Statements 
Note 1 (in part): Summary of Accounting Policies
Taxes on Earnings- The companies file separate tax 

returns. The Company and certain subsidiaries have 
elected to utilize certain provisions of federal tax law 
and regulations to reduce current taxes payable, the pri
mary items being the calculation of depreciation on an 
accelerated method, the use of the reserve method for 
bad debts, and the deferral of the undistributed earn
ings of a Domestic International Sales Corporation 
(DISC) to future periods for tax purposes. Provision has 
been made for deferred taxes which will be payable 
when depreciation and bad debt expense for financial 
statement purposes exceed depreciation and bad debt 
expense for tax purposes and when the undistributed 
earnings of the DISC will be remitted. Another subsidi
ary utilizes the reserve method for bad debts and 
straight-line depreciation for both financial statement 
and tax purposes. Investment tax credits are

Note 6: Taxes on Earnings- A comparative summary 
of taxes on earnings follows;
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1973 1972
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,805,000 $285,000
D e fe rre d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,412,000 397,000
Investm ent c re d it ... . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (71,000) (64,000)
Tax e ffect of utilization of net operating

loss c a rry fo rw a rd . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  386,000 52,000
$3,532,000 $670,000

Taxes on earnings for the year ended June 3, 1972 
are abnormally low because taxes are not included on 
the undistributed earnings of the DISC corporation due 
to the Company’s plan for reinvestment of the undistri
buted earnings.

For the year ended June 2, 1973 taxes are abnormally 
high because the undistributed earnings of the DISC for 
the prior year were not reinvested in total and in accord
ance with the Accounting Principles Board Opinion No. 
23, the current years taxes on earnings includes taxes 
attributable to these prior year earnings, $73,000 of 
which pertain to earnings that have been distributed 
and are classified as current and $118,000 of deferred 
taxes on the undistributed portion.

The tax effect of utilization of the net operating loss 
carryforward resulted from the utilization of a portion of 
a subsidiary’s net operating loss carryforward available 
at the date of its acquisition by the Company. The tax 
benefit realized was recorded as a retroactive reduction 
of the fair value of property and equipment obtained in 
the acquisition. Any future utilization of the subsidiary’s 
net operating loss and investment tax credit carryfor
wards will also result in such retroactive adjustments.

Certain subsidiaries of the Company have net operat
ing losses and investment tax credits in the amounts of 
$4,439,000 and $405,000 respectively available in vary
ing amounts through 1976 and 1981 respectively.

The federal tax returns of the Company have been ex
amined by the Internal Revenue Service through the 
year ended May 31, 1969. No significant changes were 
made to previously reported taxable earnings.

P. R. MALLORY & CO. INC. (DEC)
Summary of Significant Accounting Policies
Taxes on Income-Adequate provision is made annu

ally for United States, state, local and foreign taxes on 
income. Such provision recognizes additional United 
States taxes on income attributable to the Company’s 
share of undistributed earnings of investee companies 
in which the Company cannot control investment poli
cies. No provision is made for United States taxes on in
come on the Company’s share of undistributed earnings 
of consolidated subsidiaries and investee companies in 
which the Company can control investment policies 
since such earnings have been invested or are expected 
to be invested for the indefinite future.

Investment tax credits are reflected as a reduction of 
the provision for income taxes in the year in which such 
credits are claimed.

Notes to Consolidated Financial Statements
Note 6: (in part) Taxes on Incom e- Total tax ex

pense differs from the “ expected” amount computed by 
applying the U.S. Federal income tax rate of 48% to

earnings before tax because:

Am ounts
1973 1972

Com puted “ expected”  tax e xp e n se . . . . . . . .  $7,705,000 $6,519,000
Increases (reductions) in taxes resulting 

from :
State and local taxes on income, net of

United States tax b e n e f it . . . . . . . . . . . . . . . . . . .  395,000 247,000
Investment fax c re d it . . . . . . . . . . . . . . . . . . . . . . . . . . .  (440,000) (425,000)
Net earnings of investee com panies which 

are su b je c t to  fore ign taxes on incom e and 
which w ill be subject to  m inim al United 
States taxes in the fu tu re  (Excludes Italian
com pany in 1973-s e e  Note 3) .. . . . . . . . . .  (1,155,000) (193,000)

Tax benefit in 1973 from  losses recognized 
in prio r year on investm ent in Italian com 
pany (Note 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (340,000 - - - - - - -

Other, n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  435,000 27,000
Actual tax expense............................. $6,600,000 $6,175,000

The Company’s share of undistributed earnings of 
consolidated subsidiaries and investee companies on 
which deferred United States taxes on income have not 
been provided aggregated $12,380,000 and $9,425,000 
at December 31, 1973 and 1972, respectively.

State and local taxes on income were included in sell
ing, administrative and general expenses in 1972. Such 
taxes for that year have been reclassified and included 
in the provision for taxes on income to accord with cur
rent reporting practices.

ST. REGIS PAPER COMPANY (DEC)

Notes to Financial Statements
Summary of Significant Accounting Policies (in part)
Taxes on Income, Investment Credits, and Capital 

G ains- The company computes and records taxes cur
rently payable based upon determination of taxable in
come, which is different from pretax financial statement 
income. The tax effect of such difference is provided for 
as deferred taxes.

The provision for Federal income taxes gives effect 
to the capital gains treatment of timber cutting and to 
investment credits deductible generally upon comple
tion of qualified facilities. Such credits are reflected as a 
reduction of income tax expense on a flow-through 
basis in the year in which they arise.

Deferred Federal income taxes result principally from 
the company’s use, for tax purposes only, of accelerated 
methods of computing depreciation of property, plant, 
and equipment, and from providing for taxes at the cap
ital gains rate on undistributed earnings of investments 
carried at cost plus equity in undistributed earnings.

No provision is made for income taxes on undistribut
ed earnings of foreign consolidated subsidiaries since 
all of these earnings have been or will be reinvested in 
the business. Provision is made at capital gains rates for 
income taxes on undistributed earnings of companies 
where St. Regis’ investment is accounted for by the eq
uity method, based on the determination that the undis
tributed earnings will be realized by the ultimate dispo
sition of the investment rather than in the form of divi
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dends.

Income taxes- Income taxes for the years ended 
1973 and 1972 are shown in the following table;

1973 1972
FEDERAL:
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $24,480,000 $13,719,000
Less investm ent tax c r e d i t . . . . . . . . . . . . . . . . . . .  3,157,000 2,755,000
Current, n e t...................................................  21,323,000 10,964,000
Deferred:
Accelerated methods o f com puting  deprec

iation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,760,000 5,760,000
Taxes provided on undistributed earnings

of a ff il ia te s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,641,000 1,459,000
Other, n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (574,000) (632,000)

Total deferred...............................................  3,827,000 6,587,000
FOREIGN:
C u rre n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,260,000 3,535,000
Deferred (principa lly  on undistributed earn

ings of a ffilia te s ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,173,000 374,000
Total foreign..................................................  8,433,000 3,909,000
S T A T E . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,451,000 1,225,000
Provision for income ta xe s ........................ $35,034,000 $22,685,000
Deferred taxes on the balance sheet will be reflected 
as a component of current tax expense in subsequent 
years as timing differences reverse. It is anticipated that 
the tax expense will continue to exceed the cash out
flow because of new deferrals.

The 1973 and 1972 provisions for income taxes are 
less than the U.S. Federal income tax statutory rate of 
48 percent, primarily as a result of applying capital gains 
rates, principally on timber cutting (8 percent in 1973 
and 1972), and investment tax credits (3 percent in 1973 
and 4 percent in 1972).

The cumulative amount of undistributed earnings of 
foreign consolidated subsidiaries on which the compa
ny has not recognized income taxes was approximately 
$62,000,000 in 1973 and $52,000,000 in 1972.

Federal income tax returns of St. Regis have been ex
amined by the Internal Revenue Service through 1969. 
Adequate provision has been made in the financial 
statements to cover assessments and interest thereon.

SIGNODE CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Accounting Policies 

Taxes on Earnings- The Company follows the policy of 
recognizing the tax effects of transactions in the year 
they enter into the determination of net earnings re
gardless of when recognized for tax purposes.

The Company has provided for the excess of U.S. 
taxes over international taxes on undistributed earnings

of international subsidiaries through December 30, 
1973, except for an insignificant amount of taxes appli
cable to earnings ($9,768,000) permanently reinvested in 
the years prior to 1969. The investment tax credits, both 
U.S. and international, and investment grants of interna
tional subsidiaries are deferred and amortized to in
come over the estimated useful lives of the applicable 
assets.

The provision for taxes on earnings includes the fol
lowing:

Fiscal Fiscal
1973 1972

Currently payable-
U.S. F e d e ra l. . . . . . . . . . . . . . . . . . .    $8,188,000 $9,553,000
S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  807,000 939,000
In te rn a tio n a l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8,743,000 4,871,000

$17,738,000 $15,363,000
Deferred incom e taxes-
U.S.
Due to  excess of tax over book deprecia

tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  478,000 567,000
Taxes on undistributed curren t earnings of

international s u b s id ia r ie s . . . . . . . . . . . . . . . . . . .  1,229,000 551,000
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  264,000 135,000
In te rn a tio n a l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  446,000 555,000
Deferred credits, net o f a m ortiza tion -
U.S. investm ent tax c r e d i t . . . . . . . . . . . . . . . . . . . .  311,000 259,000
Investm ent grants and tax credits of in ter

national s u b s id ia r ie s . . . . . . . . . . . . . . . . . . . . . . . . .  142,000 (131,000)
$20,608,000 $17,299,000

The effective income tax rates for 1973 and 1972 are 
48.6% and 48.9%, respectively.

ZENITH RADIO CORPORATION (DEC)
Notes to Consolidated Financial statements
Note 1 (in part): Significant Accounting Policies: In

come Taxes- The Company records certain expenses 
for financial reporting in the year in which the expense 
relates, although for income tax purposes the expenses 
are deductible only in subsequent accounting periods. 
Accordingly, the applicable prepaid income taxes have 
been recorded and included in current assets in the ac
companying consolidated financial statements.

The Company provides deferred income taxes on un
distributed earnings of DISC and foreign subsidiaries 
(except to the extent that such earnings are expected to 
be indefinately reinvested). Deferred income taxes are 
also provided for a timing difference in deductions aris
ing from claiming accelerated depreciation for Federal 
income tax purposes for certain plant and equipment 
additions which are depreciated using the straight-line 
method for financial reporting purposes. The accom
panying consolidated statement of financial position for 
1972 has been restated to show deferred taxes as a sep
arate caption.
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Note 5: Income Taxes- The provision for income 
taxes consists of the following:

1973 1972

Currently p a ya b le -
($ thousands)

F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $52,786 $49,298
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 521 1,276
S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,604 4,090

Investm ent tax credit benefit amortized ....
Prepaid taxes arising f r o m -
Product warranty, co-op advertising and

(798) (636)

m erchandising p ro g ra m s .. . . . . . . . . . . . . . . . . . (5,292) (7,725)
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Deferred taxes relating to  undistributed 

earnings o f DISC and fore ign subsidiaries

(548) 262

and accelerated d e p re c ia tio n . . . . . . . . . . . . . 2,354 1,047
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (677) (1,012)

$52,950 $46,600

The cumulative amount of undistributed earnings of 
foreign subsidiaries for which income taxes have not 
been provided is insignificant.

No A ccrual For Taxes

AMERICAN SMELTING AND REFINING COMPANY 
(DEC)

Notes to Financial Statements
Note 4 (in part): Tax accruals under APB Opinion No. 

23 have not been made because the undistributed earn
ings of subsidiaries and of corporate joint ventures, ac
counted for by the equity method, have been reinvested, 
will continue to be reinvested indefinitely, and no remit
tance of such earnings to Asarco is foreseen. At Decem
ber 31, 1973 the cumulative amount of equity in such 
undistributed earnings on which income tax has not 
been recognized is $220,600,000.

Note 12 (in part): U.S. and Foreign Taxes on Income
1973 1972

($ thousands)

U.S. current provision, before credits......  $23,447 $7,073
Investment tax credit...........................  (3,684) (2,014)
Utilization of foreign tax credit carryfor

ward............................................... (2,788) (481)
U.S. current provision.......................... 16,975 4,578
Deferred............................................  123 1,138
Foreign current provision.....................  6,266 3,258
Total U.S. and foreign taxes on income . $23,364 $8,974

Deferred tax expense results from timing differences 
in the recognition of income and expense for tax and fi
nancial statement purposes. The sources and tax effects 
of these 1973 differences are;

Excess of tax depreciation over book depreciation .. 
C urrent mine developm ent costs deducted in tax re

turns in excess of am ortization on books of such
costs capitalized in p rio r y e a rs . . . . . . . . . . . . . . . . . . . . . . . . .

Estimated loss on closing Baltim ore and Arm arillo
plants not deducted in tax re tu rn . . . . . . . . . . . . . . . . . . . . . .

U ndistributed earnings of investm ents accounted for 
by the equity method, on w hich tax is accrued under
APB O pinion No. 2 4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

O th e r... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

($ thousands) 

$3,716

3,790

(9,700)

4,930
(2,613)
$ 123

AMPEX CORPORATION (APR)

Notes to Consolidated Financial Statements
Note 5 (in part): Income taxes- The income tax ex

pense credit consists of:

Provision for federal, foreign, and state
taxes on income.........................

Taxes deferred in prior periods and 
eliminated because of net operating
losses.........................................

Refundable federal taxes arising from 
carryback of net operating loss to prior
years..........................................

Tax benefits realized through utilization 
of net operating loss carryforward ...

Less amounts attributable to discontin
ued operations and extraordinary gain 
(Note 2).................. ...................

Applicable to continuing operations 
(principally foreign taxes in 1973) ...

Opinions No. 23 and 24 of the Accounting Principles 
Board of the American Institute of Certified Public Ac
countants, to the extent that they relate to the accrual of 
taxes with respect to the undistributed earnings of 
subsidiary and associated companies, first have appli
cation to the financial statements of the Company for 
the year ended April 28, 1973. Under the principles es
tablished in the Opinions, it has not been considered 
appropriate for the Company to provide for United 
States taxes on undistributed earnings of foreign sub
sidiaries aggregating about $60,300,000. It is planned 
that repartriation of approximately $32,000,000 of such 
earnings will be made during the period in which net 
operating loss carryforwards are available as an offset; 
the remainder of such earnings is considered to be in
definitely reinvested. The planned repatriation will con
sume approximately $36,000,000 of the $60,000,000 net 
operating loss carryforward which is available at April 
28, 1973, and under present laws will be subject to for
eign withholding taxes of about $1,860,000. The repar
triation will generate foreign tax credits of $4,000,000 in 
addition to the credits of $1,860,000 resulting from the

($ thousands) 
year ended

4/28 /73  4 /29 /72 5/1/71

2,217 3,778 4,378

— (6,135) (7,584)

— — (10,853)

(1,145)
3,072 (2,357) (14,059)

746 1,236 (5,485)

2,326 (3,593) (8,574)
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f o r e ig n  t a x  w i t h h o ld in g .  P r o v is io n  h a s  b e e n  m a d e  d u r 
in g  1 9 7 3  f o r  ta x e s  r e la te d  t o  t h e  f o r e g o in g .  T h e s e  ta x e s  
a r e  d e t a i le d  a s  f o l l o w s :

($ thousands)
1970
and

1973 1972 1972 Prior
U.S. income taxes. . . . . . . . . . . . . . . 910 3,477
Foreign withholding taxes. . . . . . . 90 377 321 1,072

90 377 1,231 4,549
Reversal of foregoing U.S. in

come taxes occasioned by 1972 
operating loss. . . . . . . . . . . . . . . . . . . (4,387)

Net effect................................. 90 (4,010) 1,231 4,549
Amount per share (credit)........ $.01 $(.86) $.12

BLUE BELL, INC. (SEP)

Notes to Financial Statements

Note 1 (in part): Principles of Consolidation -  The fi
nancial statements include the accounts of the Compa
ny and its subsidiaries, all of which are wholly-owned. 
Accounts of foreign subsidiaries are translated into 
United States dollars at current or historical exchange 
rates as appropriate. Gains and losses from currency 
fluctuations and translations, which have not been ma
terial, are included in income.

United States income taxes generally are not provided 
on undistributed earnings of subsidiaries located out
side the United States since the Company intends to 
continue investing such earnings in operations of these 
subsidiaries or to remit them to the Company by means 
of ta x -fre e  liquidations.

Note 7: Income Taxes -  The effective consolidated in
come tax rate is lower than prevailing domestic rates 
primarily due to earnings from international operations 
taxed at lower rates and to earnings exempt from taxa
tion by governments outside the United States.

The deferred income tax provision for 1973 includes 
$1,287,000 of future income tax benefits arising from 
losses of certain foreign subsidiaries in 1973 since the 
Company believes realization of these benefits is as
sured beyond any reasonable doubt.

The cumulative amount of undistributed earnings of 
subsidiaries at September 30, 1973 on which the Com
pany has not provided for United States income taxes 
which may become due if such earnings were distribut
ed to the Company, exclusive of those amounts which if 
remitted in the near future would result in little or no 
such tax by operation of relevant statutes currently in 
effect, is approximately $8,700,000. Under existing in
come tax laws utilizing available foreign tax credits or 
deductions, if all undistributed earnings of subsidiaries 
were distributed to the Company, additional income 
taxes of approximately $3,100,000 would be payable on 
earnings accumulated to September 30, 1973. Such 
taxes have not been provided since the Company in
tends to continue investing the related accumulated 
earnings outside the United States.

HERFF JONES CO. (JUN)

Notes to Consolidated Financial Statements
Note 5: Taxes on Incom e- In computing its federal 

income tax liability, the Company deducts certain ex
penses which are deferred for financial statement pur
poses and uses accelerated methods of depreciation for 
certain properties. Deferred federal income taxes equiv
alent to the reduction in income taxes resulting from 
these timing differences have been provided in the fi
nancial statements.

Certain subsidiaries acquired during 1972 had net op
erating loss carryforwards at the time of the acquisition. 
The tax benefits of utilizing certain net operating loss 
carryforwards in 1973 and 1972 have been reflected in 
the financial statements as a provision for deferred in
come taxes and a reduction of excess of cost of invest
ment in subsidiaries over equity in net assets as dates of 
acquisition. At June 30, 1973, these subsidiaries had net 
operating loss carryforwards available for future use 
aggregating $343,000 which expire principally in 1976.

The government of Puerto Rico has granted a subsi
diary of the Company an industrial tax exemption to 
1986 on substantially all income from manufacturing 
operations in Puerto Rico. No tax provision has been 
recorded for the manufacturing results of operations of 
this subsidiary because the Company plans to reinvest 
the undistributed earnings or remit the earnings in the 
form of a tax-free liquidation. This is the principal rea
son why the percentage relationship between the provi
son for income taxes and income before tax is lower 
than current tax rates. The cumulative amount of undis
tributed earnings from Puerto Rican manufacturing op
erations on which no income tax has been provided is 
$1,304,187 at June 30, 1973. Since the Company files a 
consolidated federal income tax return, no income tax is 
payable on the remittance of undistributed earnings of 
domestic subsidiaries to the parent company.

The Company follows the accounting policy of reduc
ing the provision for federal income tax for investment 
tax credits in the year claimed. The current income tax 
provision has been reduced by $40,000 in 1973 and 
$55,000 in 1972 for such investment tax credits. The 
provision for income taxes includes provisions for state 
taxes on income of $81,000 and $65,000 in 1973 and 
1972.

The Internal Revenue Service has assessed income 
tax deficiencies for the years 1970 and 1971. A protest 
has been filed but a final settlement has not been 
reached. Management feels that the ultimate dispositon 
of this matter will not have a material adverse effect on 
the financial statements.

PALL CORPORATION (JUL)

Notes to Consolidated Financial Statements
Federal Income Taxes- United States income taxes 

have not been provided on the earnings of foreign sub
sidiaries, since management considers such earnings to
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be permanently invested abroad. The amount of such 
accumulated earnings at July 31, 1973 was $516,000.

Deferred income taxes result principally from the use, 
for tax purposes only, of an accelerated depreciation 
method.

Investment tax credits are accounted for on the “ flow 
through”  method and are treated as a reduction of in
come tax expense in the year utilized. Such credits 
amounted to $110,000 in 1973 and $32,000 in 1972.

Pall Corporation has established a domestic interna
tional sales corporation (DISC), the earnings of which 
are partially deferred for tax purposes. Management 
considers such tax deferral to be permanent since it is 
intended to use these earnings to finance export opera
tions. The accumulated earnings of the DISC on which 
income taxes have not been provided are $252,000 at 

■July 31, 1973.

distilled beverages and United Kingdom tobacco duty in 
th e  a m o u n ts  o f $ 1 ,2 3 1 ,4 3 1 ,0 0 0  in 1973 and 
$1,264,608,000 in 1972. The U.K. tobacco duty was re
duced in 1973 to offset the new value added tax, thus 
avoiding higher retail prices. The value added tax is not 
reflected in any reported sales revenue or tax expense.

BROWN-FORMAN DISTILLERS CORPORATION (APR)
1973 1972

Net sales (Note 5 a ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $300,369,859 $273,342,454
Cost of sales (Note 5 a ) . . . . . . . . . . . . . . . . . . . . . . . .  211,480,533 191,546,056

$88,889,326 $81,796,398
Note 5: Other Information:

a. Sales and cost of sales include Federal excise taxes 
and im p o r t d u tie s  o f $139,100,000 fo r 1973 and 
$128,700,000 for 1972.

REXNORD INC. (OCT)

Notes to Consolidated Financial Statements
Income Taxes- Income taxes are provided on trans

actions in the period they enter into determination of 
net income irrespective of when they are recognized for 
income tax purposes. The investment credit is treated as 
a reduction of income tax expense in the year of acqui
sition of the qualified property: this credit totaled 
$187,000 in 1973 and $228,000 in 1972. United States in
come taxes, less allowable credits, are provided on the 
unremitted income of foreign subsidiaries and affiliated 
companies to the extent that such earnings are not in
tended to be reinvested. At October 31 , 1973, unremitted 
income for which United States taxes have not been 
provided totaled $5,100,000; the estimated net United 
States taxes which would be payable upon distribution 
of this income total $1,100,000.

EXCISE TAXES
Thirty-two companies referred to excise taxes in their 

1973 annual reports. Most of the companies disclosing 
excise taxes do so in the income statement or in the 
notes to financial statements.

Examples of various treatments and presentations of 
excise taxes are shown below.

THE AMALGAMATED SUGAR COMPANY (SEP)
COST OF SALES AND EXPENSES;
Cost of sales (includ ing federal excise tax on sugar:

1973, $4,668,000; 1972, $4 ,691,000). . . . . . . . . . . . . . . . . .  $ 94,731,000
Selling, general, and adm inistrative e xp e n se s. . . . . . . . .  19,565,000
Interest e xp e n se . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,073,000
M iscellaneous e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  57,000

$115,426,000

AMERICAN BRANDS, INC. (DEC)
Notes Accompanying Financial Statements: Excise 

Taxes and Tobacco D u ty -  Net sales and cost of sales 
include federal excise taxes on tobacco products and

LOEWS CORPORATION (AUG)
Notes to Consolidated Financial Statements
Note 1 (in part): Excise Taxes O f-  $197,054,000 and 

$194,752,000 paid on sales of manufactured products in 
1973 and 1972, respectively, are included in “ sales of 
manufactured products and revenues of theatre and 
hotel operations”  and “ cost of sales and operating 
costs”  in the accompanying statement of consolidated 
earnings and earnings retained in the business.

THE STANDARD OIL COMPANY 
(AN OHIO CORPORATION)

Gross Sales and O perating R e v e n u e . . . . . . . . . . . . . . . . . . . .
Less excise taxes on petroleum  products and m er

chandise . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

($ thousands) 

$1,733,763

251,769
$1,481,994

SUN OIL COMPANY (DEC)
1973 1972

COSTS AND EXPENSES
Costs and Operating E x p e n s e s .. . . . . . . . . . . . $1,232,010,000 $1,042,096,000
Selling, General and A dm inistrative Ex

p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  308,919,000 302,467,000
Taxes, O ther than Income T a x e s . . . . . . . . . . .  123,714,000 112,893,000
Intangible Developm ent C o s ts . . . . . . . . . . . . . . .  47,157,000 52,145,000
Depreciation, Cost Depletion, Am ortization

and R e tire m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  181,079,000 156,146,000
Interest and Debt E xp e n se . . . . . . . . . . . . . . . . . . .  45,708,000 38,895,000

1,938,587,000 1,704,642,000
Income Before Provision fo r Income Taxes 380,306,000 234,299,000
Provision fo r Income Taxes:
U.S. F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  62,561,000 30,999,000
Foreign and O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  88,014,000 48,591,000

150,575,000 79,590,000
Net In c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $229,731,000 $154,709,000

Notes to Financial Statements
Summary of Significant Accounting Policies (in
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part) Taxes- Income tax effects of certain items of 
income and expense are recognized for book purposes 
in different time periods than for tax purposes. For 
these timing differences tax deferral allocations are 
made at current tax rates and reversed at the rates in ef
fect in subsequent periods.

U.S. income taxes generally are not provided on un
distributed earnings of foreign subsidiaries because 
U.S. taxes on distributions would be offset by foreign 
tax credits.

Investment tax credits are included as a reduction of 
Federal income tax expense in the year the credit is 
earned.

Taxes collected on the sale of products and remitted 
to governmental agencies are not included in the con
solidated statement of income.

Taxes (in part) —
TAXES, OTHER THAN INCOME TAXES, CHARGED TO 
INCOME:

1973 1972
( $  Thousands)

Capital stock and fra n c h is e . . . . . . . . . . . . . . . . . .  $ 3,366 $ 3,225
P a y ro ll. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,945 11,611
Crude oil and natural gas p ro d u c tio n . . . . .  63,820 54,502
Ad v a lo re m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  32,650 33,799
Import, excise, sales and o th e r . . . . . . . . . . . . .  8,933 9,756

123,714 112,893
INCOME TAX EXPENSE COMPONENTS:
Income taxes currently payable:

U.S. F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34,860 9,044
Foreign and o th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . .  76,974 48,450

Deferred Taxes:
U.S. F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  27,701 21,955
Foreign and o th e r .. . . . . . . . . . . .. . . . . . . . . . . . . .  11,040 141

150,575 79,590
TAXES COLLECTED AND PAID FOR OTHERS:
Excise taxes collected from  c u s to m e rs ...  503,466   484,056
Taxes collected from  e m p lo ye e s . . . . . . . . . . . .  72,483 67,236

575,949 551,292
$850,238 $743,775

TABLE 3 -2 0 :TR A N S LA T IO N  OF FO R E IG N  
C U R R E N C Y  A C C O U N TS

Terminology 1973 1972 1971 1970
Translated....................................  374 319 237 159
Converted.....................................  13 29 28 38
Stated or expressed.................... 2 16 15 18
Included.......................................  2 9 8 9
Other term ...................................  -  -  2 3

391 373 290 227
No descriptive term..................... 46 63 125 219
No reference to foreign opera

tions.......................................   163 164 185 154

Total Companies........................  600 600 600 600

Translation method used for balance sheet Accounts-1973

Current-Noncurrent m ethod ................................................  158
Monetary-Nonmonetary method

Inventory at h is torica l........................................................  51
Inventory at c u rre n t............................................................ 35

All accounts except fixed assets at cu rren t.................  96
“Appropriate” rates................................................................  34
Other m e th o d s .........................................................................  17
Method not d isclo sed ............................................................ 46
No reference to foreign operations.................................  163

Total C o m p a n ie s ..................................................................... 600

Translation method used for income statem ent accounts-1973

All accounts except depreciation at average ra te s .... 242
All accounts at average ra te s .............................................  30
Other m e th o d s .........................................................................  26
Method not d isclo sed ............................................................ 139
No reference to foreign operations.................................  163

Total C o m p a n ie s ..................................................................... 600

TRANSLATION OF FOREIGN CURRENCY 
ACCOUNTS

TEXACO INC.

DEDUCTIONS:
Costs and Operating E x p e n s e s .... . . . . . $ 7,874,930,000 $5,892,033,000
Selling, general and adm inistrative expens

es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  868,715,000 788,867,000
Dry hole c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  49,567,000 42,507,000
Depreciation, depletion, and am ortization 550,704,000 426,872,000
Interest c h a rg e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  142,959,000 107,810,000
Taxes other than incom e ta x e s *.. . . . . . . . . . .  305,099,000 254,260,000
Provision fo r incom e taxes -  c u r re n t .. . .  598,800,000 486,800,000
-d e fe r r e d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  134,452,000 69,492,000
M inority interest in net in c o m e .. . . . . . . . . . . .  17,496,000 14,174,000

$10,542,722,000 $8,082,815,000 
*ln addition, motor fuel and other taxes collected from 
consumers and paid (or accrued) to governmental 
agencies in the United States and abroad amounted to 
$2,033,188,000 during 1973 and $1,777,173,000 during 
1972.

Chapter 12 of ARB No. 43 as amended by paragraph 
18 of APB Opinion No. 6 and paragraph 23 of APB Opin
ion No. 30, presents a summary of generally accepted 
accounting principles for translating foreign currency 
accounts into United States dollars. Paragraph 6 of 
Statement o f Financial Accounting Standards No. 1 -  
Disclosure of Foreign Currency Translation Information, 
issued in December 1973 by the Financial Accounting 
S tanda rd s  Board, specifies translation disclosures 
required in financial statements.

Table 3-20 summarizes translation terminology and 
methodology. Table 3-21 shows the accounting treat
ments for translation adjustments. In 1973 only a small 
number of the survey companies identified the foreign 
currencies being translated into U.S. dollars. Excluded 
from Table 3-21 are those companies (246 in 1973, 184 
in 1972, 52 in 1971, and 32 in 1970) which did not dis
close the amount of the translation adjustment.
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TA B LE 3-21: T R A N S LA T IO N  A D JU S TM E N TS

A ccounting T re a tm e n t
1973 1972 1971 1970

Ordinary charge or c re d it. . . . . . . 97 33 44 29
Deferred. . . . . . . . . . . . . . . . . . . . . . . . . . . 63 19 47 N/C
Charged to reserve. . . . . . . . . . . . . . .
Extraordinary charge or credit to

22 28 15 23

income. . . . . . . . . . . . . . . . . . . . . . . . . . . 4 14 35 7
Other. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . - - - - - - 7
Tota l A d ju s tm e n ts .............................

N u m b er o f C om panies

186 94 141 66

Disclosing foreign exchange ad
justment. . . . . . . . . . . . . . . . . . . . . . . . . 143 80 124 52

Not disclosing. . . . . . . . . . . . . . . . . . . . 457 520 476 548
T o t a l .........................................................

N / C -  N o t  C o m p i l e d .

600 600 600 600

Examples of foreign currency account translations 
follow.

AMERICAN METAL CLIMAX, INC. (DEC)
Notes to Financial Statements ($ thousands)

Note 1 (in part): Summary of Significant Accounting 
Policies: Foreign Currencies- Accounts stated in for
eign currencies are translated into U.S. dollar amounts 
as follows: (a) current assets and current liabilities at 
the exchange rate at the balance sheet date, (b) all other 
assets and liabilities and capital accounts at historical 
rates, and (c) income and expense items (except depre
ciation and depletion which are translated at historical 
rates) at average rates prevailing during the year. Prior 
to 1973 unrealized gains or losses arising from foreign 
currency translation were not material and were in
cluded in earnings. This policy was changed in 1973 be
cause of the continuing realignments of foreign curren
cies in relation to the U.S. dollar. Effective January 1, 
1973, unrealized gains from foreign currency translation 
were deferred and are to be credited to income to  the 
extent of losses previously or currently charged to in
come. Net losses are accrued on unperformed forward 
exchange contracts and gains are recorded at maturity.

Note 5: Foreign Exchange- Foreign exchange losses 
of $5,180 were charged against earnings in 1973 and 
profits at December 31, 1973 of $4,360 on open forward 
exchange contracts have been deferred. Unrealized for
eign exchange gains of $8,080 arising from currency 
translations are deferred in Reserves and other liabilities 
at December 31, 1973. Translated at rates of exchange 
in effect on December 31, 1973, long-term debt would 
increase by $590.

GAF CORPORATION (DEC)

Summary of Significant Accounting Policies
Translation of Foreign Currencies- Current assets 

and current liabilities of foreign subsidiaries and long
term foreign obligations are translated into U.S. dollars 
at year-end exchange rates, other assets and liabilities

and depreciation at historical dollar values and other 
operating accounts generally at average exchange rates 
for the year.

Prior to 1973, foreign exchange gains and losses were 
included in income. In 1973, however, the Company mo
dified this policy in response to major and unprecedent
ed changes in the international monetary markets (in
cluding, among other conditions, the floating, without 
limitation, of major international currencies). Under the 
modified policy, cumulative foreign translation gains are 
deferred to the extent they exceed translation losses 
previously charged to income. Foreign translation loss
es will be charged to income currently to the extent they 
exceed net translation gains previously deferred.

Notes to Consolidated Financial Statements
Note 1: Foreign Operations- In 1973, the Company 

had a $2,166,000 unrealized foreign currency exchange 
gain including $225,000 of unrealized gains at Decem
ber 31, 1973 on forward exchange contracts. Unrealized 
foreign currency exchange losses for 1972, amounting 
to $447,000, were charged to income in 1972.
Reference is made to the Foreign Operations section 
of the Financial Review for amounts relating to net in
come and net assets of foreign subsidiaries.

Financial Review
Foreign Operations- The 1973 major foreign financ

ing of 50 million Swiss francs (approximately $16.5 mil
lion at the time of borrowing) and 100 million Belgian 
francs (approximately $2.6 million at the time of borrow
ing) reduced, to some extent, the Company’s potential 
exposure to fluctuations in the relative values of West 
Europe currencies and the U.S. dollar. The Compa
ny’s foreign subsidiaries are located principally in Cana
da, Western Europe, and Australia.

The consolidated balance sheet includes the fol
lowing amounts with respect to foreign subsidiaries (all 
of which are wholly-owned):

($ thousands)

December 31 1973 1972
Current A ssets ..................................................... $53,976 $42,001
Other assets.........................................................  9,993 12,571

Total assets....................................... 63,969 54,572
Current liab ilities................................................  21,321 20,162
Other lia b ilities ...................................................  5,863 2,629

Total liabilities................................... 27,184 22,791
Net assets........................................  $36,785 $31,781

Recognizing the probability of more frequent and sig
nificant fluctuations in currency values, the Company 
modified its accounting at the beginning of 1973 to 
defer gains on foreign currency fluctuations. At year- 
end, the Company’s deferred foreign currency transla
tion gains were $2.2 million, including $1.1 million ap
plicable to the 50 million Swiss franc loan. Such loan 
had been exchanged to $16.5 million at the date the 
loan was secured, and at the 1973 year-end exchange 
rate, was translated at $15.4 million, at which value the 
loan is included in long-term debt.

The foreign subsidiaries achieved major gains of 35%
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in sales and 128% in net income. The consolidated 
statement of income includes the following amounts 
with respect to foreign subsidiaries:

($ thousands)
Year Ended December 31 1973 1972
Net sa le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $106,414 $78,849
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 5,882 $ 2,576

W.R. GRACE & CO. (DEC)

Statement o f Accounting Policies
Translation of Foreign Currencies- The assets and 

liabilities of foreign subsidiaries have been translated 
into United States dollars at year end rates of exchange, 
except that properties and equipment and certain non- 
c u rre n t assets inc lud ing  goodw ill (and the related 
depreciation and amortization) have been translated at 
the rates prevailing on the dates of acquisition. Income 
and expenses (other than depreciation and certain am
ortization) have been translated at weighted average ex
change rates prevailing during the year. Foreign curren
cy exchange adjustments are charged or credited to in
come currently, except that (1) those adjustments aris
ing from the translation of indebtedness incurred to fi
nance additions to properties and equipment and cer
tain permanent investments are amortized over the esti
mated useful lives of the related assets, and (2) gains on 
forward exchange contracts which have not matured, to 
the extent not directly associated with current transla
tion losses, are recognized in income upon maturity.

Notes to Financial Statements
Note 8: Foreign Currency Exchange Adjustments-  

Foreign currency exchange adjustments amounting to a 
net gain of $6,239,000 originated during the year (1972 
$2,349,000 net gain). In accordance with the Company’s 
policy, a net unrealized exchange loss of $1,985,000 
from the translation of indebtedness incurred to finance 
additions to properties and equipment and certain per
manent investments was deferred at December 31, 1973. 
Unrealized gains of $2,269,000 on unmatured forward 
exchange contracts were not recognized in the consoli
dated financial statements at December 31 , 1973, also in 
accordance with the Company’s policy. No such de
ferred losses or unrecognized gains arose in 1972. Ex
change adjustments taken into income in 1973 from the 
translation of other accounts and from completed trans
actions amounted to a net gain of $5,400,000 (1972 -  
$2,100,000), after deducting amortization of $555,000 
(1972 -  $249,000) of net unrealized exchange losses 
deferred in a previous year. Cumulative deferred ex
change adjustments at December 31, 1973 of $2,675,000 
(1972 -  $1,245,000) are included in “ Long term receiv
ables and other assets’’.

R.J. REYNOLDS INDUSTRIES, INC. (DEC)

Notes To Consolidated Financial Statements
Note A (in part): Summary of Significant Accounting 

Policies and Related Matters 
Foreign Currency Translation and Foreign Opera

tio n s-  Current assets (other than leaf tobacco inven
tories) and current liabilities denominated in foreign 
currencies are translated at year-end exchange rates; 
other assets and liabilities are translated at the pre
vailing rate when the asset was acquired or the liability 
incurred. Long-term ship mortgage bonds, which are 
payable in foreign currencies, were recorded at the U.S. 
dollar equivalent of the bonds at their issue date. Differ
ences between U.S. dollars required for the principal 
payments and the recorded bond amount are charged 
or credited to other (income) expense, net. Foreign cur
rency revenues and expenses were translated at average 
exchange rates during the year, except that deprecia
tion, depletion and amortization and leaf tobacco costs 
were translated at the exchange rates in effect on the 
dates the related assets were acquired. Losses resulting 
from foreign currency translation are expensed to the 
extent they exceed translation gains.

During 1972 the Company recognized net foreign cur
rency translation losses of $332,000, all of which were 
charged to other (income) expense, net, bringing to 
$960,000 the amount of net translation losses charged 
against income through December 31, 1972. In 1973, the 
Company had translation gains of $2,052,000, of which 
$960,000 was credited to other (income) expense, net, 
and the remaining $1,092,000 was credited to reserves 
and non-current liabilities. At December 31, 1973, the 
U.S. dollar equivalent of ship mortgage bonds would 
have been $4,527,000 greater if translated at year-end 
rates rather than at the rates in effect on date of issue.

The financial position of the Company’s foreign oper
ations at December 31,1973 and 1972 and results for the
years then ended were as follows:
  1973 1972

($ thousands)
A sse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $270,623 $222,248
L ia b ilit ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  144,382 95,291
Net sales and revenues. . . . . . . . . . . . . . . . . . . . . . . . . . .  460,152 344,584
Earnings from  o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . . . . .  71,886 46,257
Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28,701 12,690

WHITTAKER CORPORATION (OCT)
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies
Translation of Foreign Currencies- Whittaker uses 

the monetary/non-monetary method of translating the 
accounts of its foreign subsidiaries into United States 
dollars. Inventory, property, plant and equipment and 
other non-monetary assets and liabilities are translated 
at the rates of exchange in effect when they were ac
quired or incurred. Cash, receivables, payables and 
other monetary assets and liabilities are translated at 
the rate of exchange in effect at the end of the period. 
Translation adjustments are deferred to the extent that 
they are incurred on monetary liabilities directly related 
to the acquisition of non-monetary assets. All other 
translation adjustments are taken into current income 
as they occur. Revenue and expense accounts are 
translated at a weighted average of exchange rates 
which were in effect during the year, except for con
sumption of inventory, depreciation of fixed assets and 
amortization of prepaid expenses and other non-mone-
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tary assets, which are translated at the rates that were in 
effect at the time the respective assets were acquired.

Deferred translation gains or losses are credited or 
charged to current income as the indebtedness be
comes current or the related asset is consumed, depre
ciated or amortized. Unrealized gains or losses on for
ward exchange contracts are recognized as exchange 
rates fluctuate except that unrealized gains are recog
nized only to the extent of translation losses in the relat
ed currency.

F o re ig n  c u r re n c y  tra n s la tio n  a d ju s tm e n ts  of 
$1,264,000 in 1973 and $256,000 in 1972 have been 
credited to income and are included in “ Income of op
erations to be retained, before extraordinary items” in 
the Consolidated Statement of Operations. “ Invest
ments and miscellaneous” in the Consolidated Balance 
Sheet at October 31, 1973 includes deferred translation 
losses amounting to $132,000.

During 1973, Whittaker took steps to hedge substan
tially against future foreign exchange translation losses 
relating to its French subsidiaries, including the pur
chase of a two year forward exchange contract.

Exchange A d jus tm ent Inc luded  in Incom e

CORNING GLASS WORKS (DEC)
Statement of Accounting Policies
Translation of Foreign Currencies- Foreign invest

ments, goodwill, property and equipment, and deprecia
tion are expressed in U.S. dollars at rat es of exchange 
prevailing when the assets were acquired. All other for
eign assets and liabilities are translated at year-end 
rates. Income and expenses (other than depreciation) 
are converted at rates prevailing during each year.

Consolidated gains and losses resulting from ex
change rate fluctuations are generally reflected in cur
rent earnings. Consolidated gains, and consolidated 
losses in excess of short-term gains, are deferred when 
they are related to long-term receivables or loans paya
ble beyond one year and are amortized over the remain
ing term. Gains and losses on forward exchange con
tracts are recognized when they are realized.

Notes to Consolidated Financial Statements
International Activities- Net assets employed in inter

national activities were $118,477,000 at December 30, 
1973, and $75,506,000 at December 31, 1972 (see page 
3). Net sales outside the United States, including Corn
ing Glass Works export sales, were $289,223,000 in 1973 
and $184,748,000 in 1972.

Foreign currency translation gains and losses are in
cluded in net income as follows:

($ thousands)

Gains (losses) orig ina ting  in the y e a r . . . . .
A m ortization of previously deferred losses 
Portion of the cost of early retirem ent of 

the 6% Swiss Franc debentures repre
senting a realized exchange loss (before 
$2,660,000 tax b e n e fit) . . . . . . . . . . . . . . . . . . . . . .

1973 1972
$ 375 $ 794)

(630) (334)

(5,542)
$(5,806) $(1,128)

At December 30, 1973, $602,000 deferred exchange 
adjustments originating prior to 1973 are included in 
Other Assets. If unperformed foreign exchange con
tra c ts  had been se ttle d  at D ecem ber 30, 1973, a 
$529,000 gain would have been recognized.

THE GOODYEAR TIRE & RUBBER COMPANY (DEC)
Financial Review
Foreign Operations- Earnings from foreign opera

tions included in consolidated net income for 1973 
amounted to $64,462,000 ($59,036,000 for 1972). After 
deducting $32,923,000 in 1973 for minority sharehold
ers’ equity, the net foreign assets were $722,391,000 at 
December 31, 1973 ($647,341,000 at December 31, 
1972).

Foreign currency balance sheet accounts are trans
lated into U.S. dollars at current exchange rates except 
for property and inventory accounts which are trans
lated at historical rates. Revenue and expense accounts 
are translated at the current rates in effect during each 
month except for depreciation and amortization which 
are translated at the rates of exchange in effect when 
the respective assets were acquired. The effects of fluct
uations in exchange rates (including provision for loss
es assuming forward exchange contracts had been 
closed at December 31) are taken to income and in
cluded appropriately in cost of goods sold and income 
taxes except that adjustments applicable to long term 
debt are deferred and amortized over the terms of the 
related long term foreign indebtedness. Foreign curren
cy exchange adjustments charged to income in 1973 
w ere  $3,901,000 ($2,982,000 in 1972) in c lu d in g  
$1,61 5,000 am ortization of previously deferred ex
change adjustments. The unamortized balance of de
fe rre d  exchange  adjustm ents included in deferred 
c h a rg e s  at D ecem ber 31, 1973 was $15,082,000 
($6,401,000 at December 31, 1972) which represented 
future charges to income of $5,283,000 after taxes 
where applicable ($3,578,000 at December 31, 1972).

ROHM AND HAAS COMPANY (DEC)
Notes to Consolidated Financial Statements
Note 1 (in part): Translation Procedures followed in 

converting foreign currency accounts into United States 
dollars are : (1) land, buildings and equipment (and re
lated depreciation), goodwill and intangibles are trans
lated at historic rates of exchange; (2) all other assets 
and liabilities are generally translated at current rates of 
exchange: and (3) income, costs and expenses, other 
than depreciation, for each month are translated at the 
current exchange rate in effect for that month. Foreign 
exchange adjustments, including recognition of unper
formed foreign exchange contracts, are charged or 
credited to current income.

Note 3: Foreign Exchange Adjustments- Prior to
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1973, exchange losses on a long-term foreign currency 
loan were being amortized over the life of the loan. At 
December 31, 1972, the deferred loss amounted to 
$222,000 which was fully amortized in 1973 when the 
loan was paid off.

Exchange adjustments included in income tax are:
1973 1972

F o re ig n  e x c h a n g e  a d ju s tm e n ts  o r ig in a t in g
d u r in g  th e  y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ (3 9 1 ,0 0 0 ) $ (8 2 8 ,0 0 0 )

A m o r t iz a t io n  o f  d is c o u n te d  fo re ig n  c u r r e n 
c y  l o a n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2 2 2 ,0 0 0 ) (72 ,0 0 0 )

N e t g a in  (lo s s ) b e fo re  in c o m e  t a x e s . . . . . . .  (6 1 3 ,0 0 0 ) (9 0 0 ,0 0 0 )
In c o m e  ta x  c r e d i t s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8 7 3 ,0 0 0  6 2 ,0 0 0
Net gain (loss)..............................................  $ 260,000 $(838,000)

1973 1972
($ th o u s a n d s )

D e fe rre d  G a in s , B a la n c e  J a n u a ry  1 . . . . . . . .  $ 3 ,7 1 0  $ 2 ,3 3 6
G a in s  O r ig in a t in g  in  C u r re n t  Y e a r . . . . . . . . .  7 ,1 1 6  1 ,237

10,826 3,573
G a in s  (L o s s e s ) In c lu d e d  in  C u r re n t  Y e a r In 

c o m e  B e fo re  T a x e s . . . . . . . . . . . . . . . . . . . . . . . . . .  5,771 ( 137)

Deferred Gains, Balance December 31 ... $5,055 $3,710
In addition to these exchange adjustments, changes 

from 1972 in currency exchange rates used to translate 
sales, cos ts  and expenses denominated in foreign 
currencies into U.S. dollars increased 1973 Income Be
fore Taxes by $12,232,000. The resulting total effect of 
changes in currency exchange rates after applicable in
come taxes was + 14c. per share in 1973 versus 1972 
and -I- 2c. per share in 1972 versus 1971.

E xchang e A d jus tm ent D e ferred

MERCK & CO., INC. (DEC)

Notes to Financial Statements
Note 1 (in part): Summary of Accounting Policies

Principles of Consolidation- The consolidated fi
nancial statements include the accounts of the Compa
ny and all subsidiaries. Accounts of foreign subsidiaries 
and branches are translated into United States dollars at 
the following rates of exchange: imported inventories, 
fixed assets and related depreciation-at rates pre
vailing at dates of acquisition; net assets protected 
against exchange fluctuation-a t rates fixed by con
tract; remaining net assets-at free rates in effect at 
year end; income and expenses other than depreciation 
and imported inventories-at average rates each month. 
Realized gains and both realized and unrealized losses 
arising from foreign currency translation of assets and 
liabilities are included in other income (net gain) or 
other expenses (net loss) currently. Unrealized gains 
from such balance sheet translations are included in 
current operating results up to the amount of net losses 
that had been previously recognized from asset and lia
bility translations of the same foreign currency. All other 
unrealized gains are deferred and included in current 
liabilities until they are realized.

Note 2 (in part): Foreign Operations- Foreign opera
tions accounted for approximately 45% of sales in 1973 
and 42% in 1972. The rate of profit on these sales is not 
substantially different from that experienced by the 
business as a whole. Earnings of foreign subsidiaries 
and branches are generally available for remittance to 
the United States.

Exchange adjustments and balances arising from 
changes in the currency exchange rates used to tran
s la te  assets and lia b ilitie s  denominated in foreign 
currencies into U.S. dollars are as follows:

RANCO INCORPORATED (SEP)
Notes to Consolidated Financial Statements
Note 1 (in part): Summary of Accounting Policies: 

Translation of Currencies- Assets and liabilities of in
ternational subsidiaries and affiliates have been trans
lated at the rates of exchange in effect at year-end ex
cept for inventory, property, plant and equipment which 
have been translated at rates of exchange prevailing at 
date of acquisition. Revenues and expenses have been 
translated at the weighted average rates of exchange in 
effect during the year except for depreciation which is 
translated at rates of exchange in effect when the re
spective assets were acquired. Translation adjustments 
are deferred to the extent that they do not exceed those 
attributable to long term debt and are amortized by the 
interest method over the remaining term of the debt.

Unrealized currency translation adjustments occur
ring  in 1973 approxim ated  $474,000, and amounts 
amortized and included in other income approximated 
$129,000, respective amounts in 1972 were $335,000 and 
$67,000. At September 30, 1973, $257,000 of deferred 
translation adjustments are included in other assets.

UMC INDUSTRIES, INC. (DEC)
Notes to Financial Statements
Note 1 (in part): Summary of Accounting Policies: 

Principles of Consolidation -  The consolidated financial 
statements include the accounts of all subsidiaries. All 
significant intercompany items have been eliminated.

The voting trusts which held the outstanding shares 
of two subsidiaries were dissolved in September, 1973. 
As a result of the dissolution, control over these subsidi
aries reverted to the Company and, accordingly, the ac
counts of these subsidiaries (previously carried on the 
equity basis of accounting) have been consolidated. The 
accounts for 1972 have been restated to give effect to
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the consolidation. Such restatement increased working 
capital by $2,931,000 in the 1972 consolidated financial 
statements, total assets by $3,769,000, and net sales and 
other operating revenues by $12,952,000; there was no 
effect on net earnings or earnings per share as previ
ously reported.

Current assets (except inventories), current liabilities 
and long-term liabilities of subsidiaries located outside 
the United States are translated into United States dol
lars at year-end exchange rates. Inventories and non- 
current assets are translated at historical rates. State
ments of operations are translated at average rates pre
vailing during the year, except that depreciation and 
amortization are translated at historical rates. The net 
unrealized gains from foreign currency translation have 
been deferred pending further international monetary 
developments.

Note 3: Foreign Subsidiaries- The accompanying 
consolidated financial statements include the accounts 
of the Company’s foreign subsidiaries as follows:

1973 1972
Total a s s e ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $14,872 $12,972
Net asse ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 5,665 $ 4,462
Net sales and o ther operating re ve n u e s ... $22,147 $16,136
Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1,574 $ 696

Translation of the accounts of these subsidiaries into 
United States dollars resulted in net unrealized gains of 
$378,000 at December 31, 1973 (an increase of $364,000 
from the prior year) and $14,000 at December 31, 1972 
(a decrease of $8,000 from the prior year). Such un
realized gains have been deferred and are included in 
other accrued liabilities in the consolidated balance 
sheet.

Commencing in February, 1973, the Company began 
to take income, ratably, over 24 months, a technical as
sistance fee of approximately $1,000,000 in connection 
with a Japanes license agreement.

For 1973, net sales and other operating revenues of 
foreign subsidiaries includes approximately $460,000 of 
such fee.

THE UPJOHN COMPANY (DEC)
Notes to Consolidated Financial Statements
Note A (in part): Summary of Significant Accounting 

Policies- Foreign working capital is translated into dol
lars at year-end exchange rates except that inventories 
are translated at the lower of the historical or year-end 
rates. Other foreign assets, liabilities and allowances for 
depreciation are translated at historical rates. Results 
of foreign operations are translated at average rates of 
exchange in effect during the year, adjusted to reflect 
items translated at historical rates.

Realized foreign exchange gains and losses are in
cluded in earnings. Unrealized exchange gains are de
ferred and unrealized losses are charged against such 
deferral with any excess charged to earnings.

Note E: Foreign Operations- Amounts in the consol
idated financial statements related to foreign operations 
are as follows:

1973 1972
W o rk in g  c a p i t a l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 97,915,000 $85,759,000
P ro p e r ty  a n d  o th e r  a s s e ts  ( n e t ) . . . . . . . . . . . . .  33,325,000 28,145,000
N o n c u r re n t  l i a b i l i t i e s . . . . . . . . . . . . . . . . . . . . . . . . . . .  (10,144,000) (9,120,000)
M in o r ity  e q u i t y . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (12,826,000) (8,773,000)
E q u ity  in fo re ig n  a s s e t s . . . . . . . . . . . . . . . . . . . . . . .  $108,270,000 $96,011,000

Contribution to earnings before tax as a percent of 
sales for individual lines of business is approximately 
the same for foreign and domestic sales.

Provision for United States and foreign taxes payable 
upon distribution of dividends by foreign subsidiaries 
has no t been made fo r  u n d is tr ib u te d  earnings of 
$68,600,000 because such earnings are considered to 
be permanently invested in the operations of the foreign 
subsidiaries.

An analysis of foreign exchange adjustments is as fol
lows:

1973 1972
D e fe rre d  e x c h a n g e  g a in , b e g in n in g  o f  y e a r $ 1 ,3 7 9 ,0 0 0  $ 1 ,2 2 0 ,0 0 0
E x c h a n g e  g a in  o r ig in a t in g  d u r in g  th e  y e a r 1 ,9 7 5 ,0 0 0  7 8 8 ,0 0 0
R e a liz e d  g a in  in c lu d e d  in  e a r n in g s . . . . . . . .  (5 1 1 ,0 0 0 ) (6 2 9 ,0 0 0 )
D e fe rre d  e x c h a n g e  g a in , e n d  o f  y e a r . . . . .  $ 2 ,8 4 3 ,0 0 0  $ 1 ,3 7 9 ,0 0 0
M in o r ity  e q u ity  in  d e fe r re d  e x c h a n g e  g a in  $ 9 2 1 ,0 0 0  $ 9 2 6 ,0 0 0

THE VENDO COMPANY (DEC)

1973 1972
OTHER INCOME:
In te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,562,534 $2,055,531
R o y a lty . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  969,579 864,238
Currency exchange gains (Note 1 ) ........  536,485 281,734
M isce lla n e o u s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  377,210 523,842

$3,445,808 $3,725,345
Note 1 (in part): Translation of Foreign Currencies-  

The accounts of the foreign subsidiaries included in the 
consolidated financial statements have been translated 
to U.S. dollars as follows: at rates prevailing during the 
year for sales, costs (except depreciation) and expens
es; and at year-end rates for liabilities and assets (ex
cept plant and equipment and related depreciation re
serves for which historical rates have been used).

Currency exchange and translation gains totaled 
$1,085,132 for 1973 and $281,734 for 1972. The realized 
portion of the 1973 gain ($536,485) and all of the 1972 
gain have been included in the consolidated statement 
of income. The unrealized gain ($548,647) from the 
translation of December 31, 1973 financial statements of 
foreign subsidiaries has been deferred because of eco
nomic uncertainties in countries where the Company 
operates.

Translation gains deferred at December 31, 1973 will 
be used to offset translation losses in future years or be 
recognized as income when realized. The deferred gain 
has been classified as a current item in the consolidated 
balance sheet since it resulted primarily from the trans
lation of current assets and liabilities.
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Effect of T ran s la tin g  Long Term  R e ce ivab les  and  
P ayab les  at C urren t R ates

SAFEWAY STORES, INCORPORATED (DEC)
Financial Review

Summary of Accounting Policies (in part): Translation 
of Foreign Currencies- Current assets and current lia
bilities are translated at the rate of exchange in effect at 
the close of the period. Long-term assets and long-term 
liabilities are translated at historical rates. Net unreal
ized losses from  fo re ig n  cu rre n cy  translation are 
charged to income currently. Net unrealized gains are 
deferred, except that these gains are credited to income 
to the extent of losses previously charged to income.

Revenues and expenses are translated at weighted 
average of exchange rates which were in effect during 
the year, except for depreciation and am ortization 
which are translated at the rates of exchange which 
were in effect when the respective assets were acquired.

In 1973, there was an unrealized foreign currency ex
change gain of $640,706. Of this amount, there was a 
foreign exchange gain of $81,229 arising from the trans
lation of the overseas subsidiaries’ accounts which has 
been credited to deferred foreign currency exchange 
gain. $559,477 of foreign currency exchange gains aris
ing from translation of the Canadian subsidiaries’ ac
counts is credited to Other Income to offset losses pre
viously charged to income. Accumulated deferred for
eign currency exchange gains of $151,264 are included 
in payables and accruals in the December 29, 1973 bal
ance sheet.

Translated at the rates of exchange in effect on De
cember 29, 1973, long-term receivables would increase 
by $19,444 and long-term debt would increase by 
$212,380.

Forw ard E xchange C ontracts

AMPCO-PITTSBURGH CORPORATION (DEC)
Notes to Financial Statements
Note 1 (in part): Translation of Foreign Currencies -  

Balances and transactions in foreign currencies have 
been translated to United States dollars as follows; in
ventories, investments and property, plant and equip
ment -  at rates current on dates of acquisition; accu
mulated depreciation and amortization-on basis of dol
lar value of the related assets; all other assets and lia
bilities-at rates current at end of period and operating 
income and expenses-at average monthly rates. Ex
change adjustments, including gain or loss on settled 
forward exchange contracts, are recognized in income 
in the period incurred. During the years ended Decem
ber 31, 1973 and 1972, the net gain (loss) on exchange 
adjustments reflected in the determination of income 
amounted to $81,671 and $(27,729), respectively. At De
cember 31, 1973 and 1972, the unrecognized gain on 
unperformed forward exchange contracts amounted to 
$58,785 and $14,136, respectively.

INMONT CORPORATION (DEC)
Notes to Consolidated Financial Statements
Note 1 (in part): Foreign Currency Translation- As

sets and liabilities of foreign subsidiaries are translated 
into U.S. dollars at year-end exchange rates, except that 
fixed assets (and related depreciation) are translated at 
rates prevailing at dates of acquisition. Income and ex
pense items (other than depreciation) are translated at 
the average rates of exchange prevailing during the 
year.

The reserve for “ Assets in Foreign Countries’’ is car
ried in recognition of the Company’s exposure to for
eign exchange fluctuations, devaluations and other pos
sible foreign losses which may affect the Company’s 
foreign investments and operations. Unrealized foreign 
exchange gains and losses are credited or charged to 
this reserve. Losses on forward exchange contracts are 
accrued currently; gains on such contracts are deferred 
until settlement.

Note 3: Foreign Exchange Adjustments—  Realized 
foreign exchange gains reflected in income amounted 
to $288,000 in 1973 and $81,000 in 1972.

Unrealized foreign exchange gains or losses, arising 
primarily from the translation of foreign currency assets 
and liabilities into U.S. dollars, resulted in a net credit to 
the reserve fo r  “ Assets in F ore ign  C ountries ’ ’ of 
$645,000 in 1973 and a charge of $263,000 in 1972. At 
December 31, 1973 a net cumulative gain of $170,000 
was included in this reserve.

At December 31, 1973, the unrealized gain on an un
performed forward exchange contract, based on the ex
change rate then in effect, amounted to $203,000.
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LONG-TERM-CONSTRUCTION-TYPE
CONTRACTS

Long-term construction-type contracts may be ac
counted for by using the percentage-of-completion 
method or the completed-contract method. ARB No. 45 
discusses the accounting for long-term construction- 
type contracts and makes recommendations for the se
lection of the accounting method. Table 3-22 summa
rizes the methods of accounting used for long-term 
construction contracts.

Examples of disclosures regarding long-term con
struction-type contracts follow.

P e rc en tag e  of C om pletion  M ethod

BATH INDUSTRIES, INC. (DEC)
Summary of Significant Accounting Policies
Long Term Contract Accounting Procedures- The 

performance of long term fixed price shipbuilding con
tracts extends over several years and requires estimates 
of both contract prices and future costs of work to be 
performed. Estimates of both contract prices and costs 
are revised each year (quarterly) for all known factors. 
These estimates usually are not finalized until after the 
ships have been completed and delivered. Therefore, 
under the percentage of completion method used for 
fixed price contracts, contract profit or loss includes the 
estimated effect of change orders and claims and the 
cumulative effect of using the most current contract es
timates of sales price and final cost. Accordingly, in 
1973, as in prior years, net sales includes amounts for 
change orders and claims relating to ships previously 
delivered and the cumulative effect of current sales 
price and cost estimates.

Accrued profits for fixed price contracts are deter
mined by applying percentages of completion (related 
to costs incurred) for each year (quarterly) to the esti
mated final retainable earnings for the respective con
tracts. The percentages used are the same that are fur
nished to the customers for billing purposes. Should the 
estimate on a contract indicate a loss, it is the Compa
ny’s practice to record the entire estimated loss in the 
year first indicated.

Costs incurred on shipbuilding contracts plus ac
crued profits in excess of progress billings are recorded

TA B LE 3-22: M ETH O D  O F A C C O U N T IN G  FOR 
LO N G -T E R M  C O N TR A C TS

1973 1972 1971 1970
P e rce n ta g e -o f-co m p le tio n . . . . . . . 66 62 36 35
Com pleted c o n tra c t. . . . . . . . . . . . . . 10 12 8 8
Not d e te rm in a b le . . . . . . . . . . . . . . . . 10 6 20 60
Referring to long-term contracts 86  80 64 103
Not referring to such c o n tra c ts . 514 520 536 497
Total Companies...................... 600 600 600 600

as a current asset in the accompanying balance sheets.
The Company’s income derived from long term U. S. 

Government contracts is subject to renegotiation. Clear
ances have been obtained for all years through 1971. No 
refunds are anticipated for 1972 and 1973.

CURTISS-WRIGHT CORPORATION (DEC)
Notes to Financial Statements
Note 1 C: Accounting for Long-Term Contracts -  The 

Corporation records sales on its long-term contracts 
generally on a percentage-of-completion basis, based 
upon current estimates of manufacturing costs to com
plete such contracts. General and administrative ex
penses are accounted for as period charges and are, 
therefore, not included in the calculation of the esti
mates to complete. The contract price and estimated 
earnings are accrued and reflected as unbilled charges 
based on the percentage that costs to date bear to total 
estimated costs; projected losses are provided for in 
their entirety without reference to the percentage-of- 
completion. As contracts can extend over one or more 
years, revisions in costs and earnings estimated during 
the course of the work are reflected during the account
ing period in which the facts which require the provision 
become known.

NORTHROP CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note A (in part): Summary of Accounting Policies
Sales Contracts- Sales under cost-reimbursement 

and construction type contracts are recorded as costs 
are incurred and include the earned fee or profit based 
upon the relationship that total costs incurred to date 
bear to total estimated costs. Sales are recorded under 
fixed-price contracts as deliveries are made based upon 
the estimated total cost of the contract plus a propor
tionate share of the profit. Certain fixed-price contracts 
contain price redetermination and incentive provisions 
to which applicable recognition has been given in the fi
nancial statements.

Note E: Long Term C ontract- The Corporation is en
gaged in the performance of a long-term contract (ac
counted for by the percentage of completion method) 
with the Imperial Government of Iran. Contract perfor
mance delays and additional customer requirements 
have caused the ultimate job completion date to be ex
tended, resulting in increases in the estimated final cost. 
During 1973, the Corporation submitted documentation 
of contract changes, covering the delays and additional 
customer needs, for the purpose of securing appropri
ate increases in the contract price.

As a result, in August 1973, the customer allocated 
an additional $60 million to the program, increasing the 
to ta l fu n d s  to  approxim ate ly  $205 m illion , w ithout 
agreeing to that figure as the final price.

In 1975, after conclusion of the project, the parties 
will negotiate a final contract price, giving consideration 
to the reasons and justifications for the increased costs 
and the extent of each party’s responsibility for them.
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Management expects to resolve these negotiations sat
isfactorily and expects the contract to be profitable. 
However, due to the uncertainties and until the comple
tion of final price negotiations, the Corporation will not 
record any additional profit on this con tract-a  policy 
followed since January 1, 1972.

In March 1974, substantially all accounts receivable 
as of December 31, 1973, were paid. The customer has 
agreed to make future payments consistent with in
curred costs.

RAYTHEON COMPANY (DEC)

Notes to Financial Statements
Note A (in part): Accounting Policies
Contracts in Process- Sales under long-term con

tracts are recorded under the percentage of completion 
method wherein costs and estimated gross margin are 
recorded as sales as the work is performed. Estimated 
gross margin provides for the recovery of allocable re
search, development, marketing (including bid propos
al), selling and administration costs. Accrued income is 
based on that percentage of estimated total income that 
incurred costs to date bear to total estimated costs after 
giving effect to the most recent estimates of cost and 
funding at completion. On certain contracts, increased 
funding has been assumed based on expected adjust
ments of contract prices for increased scope and other 
changes ordered by the customer. Some contracts con
tain incentive provisions based upon performance in 
relation to established targets to which applicable rec
ognition has been given in the contract estimates. Since 
many contracts extend over a long period of time, revi
sions in cost and funding estimates during the progress 
of work have the effect of adjusting earnings in the cur
rent period applicable to performance in prior periods. 
When the current contract estimate indicates a loss, 
provision is made for the total anticipated loss. In ac
cordance with these practices, contracts in process are 
stated at cost plus estimated profit but not in excess of 
realizable value.

Note C: Contracts in Process- Contracts in process 
consist of the following at December 31:

THE RILEY COMPANY (JUN) 
Consolidated Balance Sheets

C U R R E N T  A S S E T S ;
U n b i l l e d  c o n t r a c t  w o r k  ( N o t e  1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
C U R R E N T  L I A B I L I T I E S :
A d v a n c e s  a n d  d e f e r r e d  c o n t r a c t  r e v e n u e  ( N o t e  1)

$ 5 , 4 9 8 , 4 7 4

$ 2 1 , 0 5 2 , 0 4 1

Consolidated Statem ents o f Incom e and  Reta ined  
Earnings
N e t  s a l e s  a n d  c o n t r a c t  r e v e n u e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1 1 2 , 3 1 0 , 2 2 7

Note 1 (in part): Accounting for Long-Term Con
trac ts - Riley Stoker Corporation recognizes income on 
long-term contracts on a percentage-of-completion 
method. The percentage of completion is determined by 
relating the actual cost of work performed to date to the 
current estimated total cost of the respective contracts. 
When the estimate on a contract indicates a loss, the 
Company’s practice is to record the entire loss. Unbilled 
contract work represents the excess of costs incurred 
and profits recognized on the percentage-of-completion 
accounting method to date over billings to date on cer
tain contracts. Advances and deferred contract revenue 
represent the excess of billings to date over costs in
curred and profits recognized on the percentage-of- 
completion accounting method to date on the remain
ing contracts.

SCOPE INCORPORATED (DEC)
Notes to Consolidated Financial Statements

Note 1 (in part): Contract Income— Income under 
cost-plus-fixed-fee contracts is recorded on the basis of 
direct cost plus overhead, plus an allocable portion of 
the fixed fee.

Income from fixed price contracts is accrued on the 
percentage of completion method with costs and esti
mated profits included in sales as work is performed; if 
the estimate of total contract costs indicates a loss, pro
vision is made for the estimated loss anticipated on the 
contract. General and administrative expenses are in
cluded in costs allocated to the contracts in accordance 
with contractual provisions.

1973 1972
Fixed Fixed

U.S. GOVERNMENT END USE CONTRACTS: Cost Type Price Type Total Cost Type Price Type Total

B il le d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 1 1 ,3 4 1 ,5 2 3 $ 1 2 ,0 5 0 ,0 2 8 $2 3 ,3 9 1 ,5 5 1 $ 1 3 ,2 2 3 ,9 0 8 $ 1 7 ,4 7 8 ,5 9 2 $ 3 0 ,7 0 2 ,5 0 0
U n b il le d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 7 ,2 3 3 ,6 3 5 2 9 3 ,7 8 1 ,3 8 5 3 1 1 ,0 1 5 ,0 2 0 13,098,721 25 0 ,5 2 9 ,0 7 1 2 6 3 ,6 2 7 ,7 9 2
Less progress p a y m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . 2 0 2 ,9 4 7 ,7 3 5 2 0 2 ,9 4 7 ,7 3 5 — 1 7 0 ,3 3 5 ,1 8 7 1 7 0 ,3 3 5 ,1 8 7

T o t a l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  28,575,158 102,883,678 131,458,836 26,322,629 97,672,476 123,995,105
OTHER CUSTOMERS:
B il le d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 4 ,8 4 0 ,6 2 8 7 ,7 6 5 ,6 6 0 2 2 ,6 0 6 ,2 8 8 1 0 ,3 9 4 ,3 2 4 1 1 ,1 2 4 ,6 5 9 2 1 ,5 1 8 ,9 8 3
U n b il le d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 0 ,4 1 9 ,9 8 6 2 0 3 ,9 9 4 ,4 3 5 2 1 4 ,414 ,42 1 6 ,3 6 1 ,6 5 3 1 5 1 ,4 5 4 ,9 0 2 1 5 7 ,8 1 6 ,5 5 5
Less progress p a y m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . . 1 9 2 ,9 2 7 ,7 0 8 1 9 2 ,9 2 7 ,7 0 8 — 1 3 9 ,5 4 8 ,9 5 5 1 3 9 ,5 4 8 ,9 5 5

T o t a l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . ............  25,260,614 18,832,387 44,093,001 16,755,977 23,030,606 39,786,583
$53,835,772 $121,716,065 $175,551,837 $43,078,606 $120,703,082 $163,781,688

Accounts receivable and contracts in process in 1972 
have been restated to conform in presentation to 1973. 
The U. S. Government has a security title in unbilled

contracts associated with those contracts which provide 
for progress payments.
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C om pleted  C o ntrac t M ethod

AIR PRODUCTS AND CHEMICALS, INC. (DEC)
Notes to Consolidated Financial Statements 
Note 1 (in part): Major Accounting Policies

Accounting for Sales- The Company and its wholly 
owned subsidiary, Catalytic, Inc., record profits on fixed 
price contracts for the sale of major equipment and 
plant construction principally on the completed contract 
method; however, provisions for anticipated losses are 
made on incomplete contracts when determinable. In
come from royalties is reported in the periods in which 
earned.

MINORITY INTERESTS

Table 3-23 shows that of the 225 survey companies 
indicating in their 1973 annual reports the existence of 
minority stockholder interest, 127 disclose in the in
come statement the amount of minority stockholders’ 
equity. Examples of the presentation of minority interest 
are shown in connection with Table 2-43.

AMERICAN CHAIN & CABLE COMPANY, INC. (DEC) 
Notes to Financial Statements
Note 1 (in part): Accounting Policies- A significant 

portion of the material handling business is performed 
under long-term contracts, which are accounted for on 
the completed contract method. Under this method, no 
revenue is recognized in the accounts until the contract 
is 95% complete. Whenever losses are anticipated, how
ever, appropriate reserves are established immediately. 
Price increases on contracts are not recorded until cus
tomer approval is obtained.

CHICAGO BRIDGE & IRON COMPANY (DEC)

Consolidated balance sheets
CURRENT ASSETS;
Contracts in progress w ith  accum ulated costs ex

ceeding related progress b illings (Note 1)
Accum ulated c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $116,100,936
Progress b i l l in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (72,567,817)

CURRENT LIABILITIES:
C ontracts in progress w ith  progress b illings exceed

ing related accum ulated costs (Note 1 ) -  . . . . . . . . . . .
Progress b i l l in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $311,109,087
Accum ulated c o s ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (239,993,754)

Consolidated Statem ents o f Incom e
INCOME:
C ontracts closed (Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $364,823,546
Costs o f contracts closed (Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  282,001,248

$82,822,298
Note 1 (in part):The Company and its subsidiaries fol

low the completed contract method of accounting. Ac
cordingly, the consolidated statements of income reflect 
sales prices and costs of contracts completed during 
the year. In addition, anticipated losses to be incurred 
on contracts in progress are charged to income as soon 
as such losses can be determined. Progress billings and 
costs of contracts not completed are deferred and re
flected in the balance sheet.

TA B LE 3 -23: M IN O R IT Y  IN TE R E S TS
1973 1972 1971 1970

Shown among other expenses
(*116,252,702)................. 52 55 63 52

Shown in separate section after
income taxes (*127, 233,713).. 75 66 57 58

Minority interest exists, but
amount not disclosed......... 98 107 104 94

Subtotal......................... 225 228 224 204
No indication of minority interest 375 372 376 396
Total Companies................. 600 600 600 600
*Refer to Company Appendix Section.

EQUITY IN EARNINGS OR LOSSES OF 
INVESTEES

Paragraph 19 of APB Opinion No. 18 states in part;
c. The investment(s) in common stock should 

be shown in the balance sheet of an investor as a 
single amount, and the investor’s share of earn
ings or losses of an investee(s) should ordinarily 
be shown in the income statement as a single 
amount except for the extraordinary items as

  specified in (d) below.
d. The investor’s share of extraordinary items 

and its share of prior-period adjustments reported 
in the financial statements of the investee in ac
cordance with APB Opinion No. 30 should be 
classified in a similar manner unless they are im
material in the income statement of the investor.
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TA B LE 3-24: E Q U ITY  IN  E A R N IN G S  OR LO SSES  
OF IN V E S TE E S

1973 1972 1971 1970
Shown am ong other incom e or

expenses (*88,236,574). . . . . . . . . . . . . .  161 159 119 91
Shown in separate section after

incom e taxes (*7 1 ,2 3 9 ,7 6 4 ).... 56 55 52 41
Disclosed in notes o r elsewhere

(*1 0 0 ,1 7 7 ). . . . . . . . . . . . . . . . . . . . . . .  52 35 24 22
Subtotal..................................    269 249 195 154

A m ount not d is c lo s e d . . . . . . . . . . .  62 87 75 64
No investees at e q u ity . . . . . . . . . . .  269 264 330 382
Total Companies.............................  600 600 600 600
*Refer to Company Appendix Section.

Examples of the presentation of equity in earnings or 
losses of investees are shown in connection with Tables 
2-23 to 2-26.

TA BLE 3-25: O P E R A TIN G  R ESULTS OF  
D IS C O N T IN U E D  O P E R A TIO N S

Operating Results of Discontin
ued Operations Segregated 
from those of continuing opera
tions;

Separate captions fo r operating 
results and fo r loss or gain from 
disposal o f a s s e ts . . . . . . . . . . . . . .

Com bined caption fo r operating 
results and loss or gain from  d is
posal o f assets; separate 
am ounts disclosed in n o te s . . .

Loss or gain from  disposal o f as
sets shown as extraord inary item

Other p re se n ta tio n s . . . . . . . . . . . . . .

Operating Results of Discontin
ued operations not segregated 
from those of continuing opera
tions:

Operating results included in 
o ther incom e or e x p e n s e . . . . .

Operating results shown in sepa
rate section after income taxes

Operating results not d is c lo s e d .
No discontinued o p e ra tio n s . . . . .
Total Companies......................

1973 1972 1971 1970

12

19
5

47

5 11 13 9

- 44 27 27

5 55 40 36
22 77 97 69

526 468 463 495
600 600 600 600

DISCONTINUED OPERATIONS

APB Opinion No. 30, effective for events and transac
tions occurring after September 30, 1973, states (in 
part):

8. Discontinued Operations of a Segment of a 
Business. For purposes of this Opinion, the term 
discontinued operations refers to the operations 
of a segment of a business as defined in parag
raph 13 that has been sold, abandoned, spun off, 
or otherwise disposed of or, although still operat
ing, is the subject of a formal plan for disposal 
(see paragraph 14). The Board concludes that the 
results of continuing operations should be re
ported separately from discontinued operations 
and that any gain or loss from disposal of a seg
ment of a business (determined in accordance 
with paragraphs 15 and 16) should be reported in 
conjunction with the related results of discontin
ued operations and not as an extraordinary item. 
Accordingly, operations of a segment that has 
been or will be discontinued should be separately 
reported as a component of income before ex
traordinary items and the cumulative effect of ac
counting changes (if applicable) in the following 
manner:
I n c o m e  f r o m  c o n t i n u i n g  o p e r a t i o n s  b e f o r e

i n c o m e  t a x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ x x x
P r o v i s i o n  f o r  i n c o m e  t a x e s . . . . . . . . . . . . . . . . . . . . . . . . .  x x x
I n c o m e  f r o m  c o n t i n u i n g  o p e r a t i o n s . . . . . . . . . .  $ x x x
D i s c o n t i n u e d  o p e r a t i o n s  ( N o t e - ) :
I n c o m e  ( l o s s )  f r o m  o p e r a t i o n s  o f  d i s c o n t i n 

u e d  D i v i s i o n  X  ( l e s s  a p p l i c a b l e  i n c o m e
t a x e s  o f  $ - - - - - - - - - - - ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ x x x

L o s s  o n  d i s p o s a l  o f  D i v i s i o n  X ,  i n c l u d i n g
p r o v i s i o n  o f  $ - - - - - - - f o r  o p e r a t i n g  l o s s e s
d u r i n g  p h a s e - o u t  p e r i o d  ( l e s s  a p p l i c a b l e
i n c o m e  t a x e s  o f  $ - - - - - ) . . . . . . . . . . . . . . . . . . . . . . . . . .  x x x  x x x

Net income....................................................  $xxx
Amounts of income taxes applicable to the re

sults of discontinued operations and the gain or 
loss from disposal of the segment should be dis
closed on the face of the income statement or in 
related notes. Revenues applicable to the discon
tinued operations should be separately disclosed 
in the related notes.

An Accounting Interpretation published in the No
vember 1973 issue of the Journal o f Accountancy and 
reprinted in Section U 2012 of APB Accounting Princi
ples-Current Text As o f June 30, 1973 provides illustra
tions of transactions which should and should not be 
accounted for as a business segment disposal. Exa
mples of business segment disposals follow.
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BELDING HEMINWAY COMPANY, INC. (DEC)

($ th o u s a n d s )

CONTINUING OPERATIONS: 1973 1972
N e t s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 9 8 ,9 8 3  $ 9 2 ,0 6 0
C o s t o f  s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6 6 ,1 5 0  6 1 ,6 5 3
G ro s s  p r o f i t  o n  s a le s . . . . . . . . . . . . . . . . . . . . . . .   3 2 ,8 3 3  3 0 ,4 0 7
S e llin g , g e n e ra l a n d  a d m in is t ra t iv e  e x p e n s 

es . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 3 ,0 5 0  21,821
9,783 8,586

D e p re c ia t io n  a n d  a m o r t iz a t io n . . . . . . . . . . . . . . .  1 ,678  1 ,516
8,105 7,070

O th e r  d e d u c t io n s - n e t  ( in c lu d in g  in te re s t
o f  $ 1 ,7 3 4 ,0 0 0  a n d  $ 1 ,3 9 8 ,0 0 0 ) . . . . . . . . . . . .  1 ,523  1 ,495

In c o m e  b e fo re  F e d e ra l in c o m e  t a x e s . . . . .  6 ,5 8 2  5 ,5 7 5
P ro v is io n  fo r  F e d e ra l in c o m e  t a x e s . . . . . . . .  3 ,0 8 8  2,581
Income from continuing operations.........  3,494 2,994
D is c o n t in u e d  o p e ra t io n s  (N o te s  A  a n d  H );

(L o s s ) f ro m  o p e ra t io n s  o f  d is c o n t in u e d
b u s in e s s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (6 2 3 ) (1 ,063)

(L o s s ) o n  d is c o n t in u a n c e  o f  b u s in e s s e s , 
le s s  e s t im a te d  d e fe r re d  F e d e ra l in c o m e  ta x
c r e d it  o f  $ 1 4 8 ,0 0 0 . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (348)

(971) (1,063)
In c o m e  b e fo re  e x t ra o rd in a ry  c r e d i t  (N o te  

(N o te  H ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2 ,5 2 3  $1,931
Note A: During the latter part of 1972, the Company 

discontinued its retail and apparel fabrics divisions. In 
December 1973, the Company discontinued and sold its 
contract knit fabrics business and sold its 50% interest 
in a Mexican company which had manufactured fabrics 
principally for the retail trade. The results of such oper
ations, which are shown as “ Loss from Operations of 
Discontinued Businesses’’ in the accompanying consol
idated statements of income, are summarized as fol
lows:

1973 1972
($  th o u s a n d s )

N e t s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 2 ,4 1 9  $ 9 ,4 4 7
C o s t a n d  e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3 ,5 4 0  11 ,3 5 5

(1,121) (1,908)
E s t im a te d  F e d e ra l in c o m e  ta x  c r e d i t . . . . . .  4 9 8  8 45
Loss from operations of discontinued 

businesses.................................................  ($623) ($1,063)

Note H: The Company has changed its reporting of 
the results of operations to comply with Opinion 30 of 
the Accounting Principles Board of the American Insti
tute of Certified Public Accountants. Therefore, in 1973, 
the loss on discontinuance of businesses referred to in 
Note A has been included under the caption, “ Discon
tinued Operations’’, whereas such transactions would 
have been reported as Extraordinary items prior to this 
change.

Opinion 30 generally prohibits restating the results of 
operations for 1972. Had the Opinion been in effect for 
1972, net income would have been the same and the 
gain of $394,000 ($.13 per share) from the sale of ware
house would not have been reported as Extraordinary 
Credit.

D O Y L E  D A N E  B E R N B A C H ,  IN C . (O C T )

1973 1972
($ thousands)

incom e from  con tinu ing  opera tions before 
taxes o r incom e and extra o rd in a ry  item  $8,540 $11,455

Provision fo r taxes on income:
Federal and fo r e ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,646 4,975
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,026 1,214

4,782 6,189

Income from  continu ing  operations before
extraord inary i t e m . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,868 5,266

D iscontinued retail operation (Note C): ....
(Loss) from  operations, net of incom e tax

b e n e fits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (211) (740)
(Loss) on disposal of assets, net of incom e 

tax b e n e fits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (29) (500)
(240) (1,240)

Income before extraordinary i te m .. . . . . . . .  3,628 4,026
Extraordinary item:

Tax e ffect o f operating loss carry-overs (82)

Net In c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,628 $4,108
PER SHARE OF COMMON STOCK:
Income from  continu ing  operations before

extraord inary i t e m . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2.08 $2.69
Net incom e after loss on discontinued op

eration and before extraord inary item ... $1.95 $2.06
Extraordinary i t e m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (.04)
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1.95 $2.10
Dividends p a id . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $.96 $.96
WEIGHTED AVERAGE NUMBER OF 

S H A R E S . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,859,000 1,959,000
N o te  C : D is c o n tin u e d  R e ta il O p e r a t io n -  O n  F e b r u 

a r y  2 8 , 1 9 7 3 , t h e  C o m p a n y ’ s  r e t a i l in g  s u b s id ia r y .  T r a d e  
M a r t ,  In c . ,  e n t e r e d  in t o  a n  a g r e e m e n t  w i t h  E h r - L i t e  C o r 
p o r a t io n  f o r  t h e  s a le  o f  c e r t a in  o f  i t s  a s s e ts  in  e x c h a n g e  
f o r  1 4 ,5 3 2  s h a r e s  o f  E h r - L i t e ’ s  3 %  C o n v e r t ib le  P r e f e r r e d  
S to c k .  T h e  lo s s  a m o u n t e d  t o  $ 5 2 9 ,4 3 1 ,  n e t  o f  e s t im a t e d  
in c o m e  t a x  b e n e f i t s ,  o f  w h ic h  $ 5 0 0 ,0 0 0  w a s  p r o v id e d  a t  
O c t o b e r  3 1 , 1 9 7 2 .

D e ta i ls  o f  “ D is c o n t in u e d  R e ta i l  O p e r a t io n ’ ’ in c lu d e d  
in  t h e  a c c o m p a n y in g  s t a t e m e n t s  o f  c o n s o l id a t e d  i n 
c o m e  a r e  s u m m a r iz e d  a s  f o l l o w s :

1973 1972
Net s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $175,292 $1,690,400
Income from  leased retail d e p a rtm e n t.. . .  346,860 1,082,729

$522,152 $2,773,129
Loss before incom e tax benefits (including 

depreciation and am ortization of $24,741
and $70,677, re sp e ctive ly ). . . . . . . . . . . . . . . . . .  $406,265 $1,425,064

Estimated incom e tax b e n e fits . . . . . . . . . . . . . .  195,000 684,500
Loss from  opera tions, net o f incom e tax 

b e n e f its . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $211,265 $740,564

Loss on d isposa l o f assets, net o f incom e 
tax bene fits  o f $29,432 and $500,000, re 
spective ly  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $29,431 $500,000

Per share of com m on stock:
Loss from  o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .11 $.38
Loss on disposal o f a sse ts . . . . . . . . . . . . . . . . . . .  02 .25
Net lo s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .13 $ .63
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M c G R A W - E D IS O N  C O M P A N Y  (D E C )
1973 1972

($ thousands)
CONTINUING BUSINESSES:
Net s a les ....................................................... $820,996 $749,260
Costs and expenses:
Cost o f goods s o ld . . . . . . . . . . . . . . . . . . . . . .  . . . . . . 623,199 560,517
General, adm inistrative, engineering and 

selling e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 123,145 112,883
Interest expense, n e t . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,275 1,839
Other (income) and e xp e n se . . . . . . . . . . . . . . . . . (271) (2,957)
Taxes on in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,518 36,983

Total costs and expenses.......................... 783,866 709,265

Income from continuing businesses....... 37,130 39,995
DISCONTINUED BUSINESSES:
O perating losses, net o f incom e taxes of 

$734 and $923 fo r 1973 and 1972, respec
tively . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (788) (1,131)

Estimated losses on disposal (includ ing 
provision of $2,640 fo r operating losses 
during phase-out period), net of incom e 
taxes of $3,325 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,325)

Net Income.................................................... $33,017 $38,864
EARNINGS PER SHARE (based on average 

shares outstanding):
Income from  con tinu ing  bus in e sse s.. . . . . . $2.41 $2.60
Operating losses of d iscontinued busi

nesses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (.05) (.07)
Estimated losses on disposal o f d iscon tin 

ued b u s in e sse s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (.22) _
Net Income.................................................... $2.14 $2.53

Financial Information
Loss from Discontinued Businesses: The loss from 

discontinued businesses arises principally from a plan 
to dispose of and phase out the Edison Avionics busi
ness. During recent years, losses from this business av
eraged in excess of $1,500,000 per year or about 10c per 
share. Since this business no longer held any promise 
of meeting acceptable profitability goals, steps were 
taken to discontinue its operations.

In 1972, the Company formed the Security Products 
Divisons through the acquisition of Securitron, Inc. In 
late 1973, when It became apparent that this business 
would not meet the Company’s expectations, operations 
were discontinued and all assets have been sold.

Net operating results to the applicable date of deci
sion to sell or liquidate (“ decision date” ) these busi
nesses and the estimated losses on disposal thereafter 
are each shown, net of applicable income taxes, under 
the caption “ Discontinued Businesses” in the Consoli
dated Statement of Income.

Net operating results of these businesses include net 
sales of $2,017,000 in 1973 and $3,066,000 in 1972. The 
provision of $2,640,000, less income taxes of $1,320,000, 
is for estimated operating losses to be incurred after the 
decision date (such operating losses in 1973 since the 
decision date were $244,000, net of applicable income 
taxes), and relates principally to contractual commit
ments of the military Avionics business: these commit

ments should be substantially completed in 1974. The 
remainder of the provision for estimated losses on the 
disposal of these businesses relates principally to: (1) 
the estimated loss on the sale (less estimated proceeds 
from such sale) of, and other losses associated with, the 
commercial Avionics business and (2) the sale of the 
remaining operating assets of the military and commer
cial Avionics business.

OMARK INDUSTRIES, INC. (JUN)
1973 1972

($ thousands)
Earnings from  con tinu ing  operations be

fore incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $9,039 $8,290
Provision fo r incom e ta x e s . . . . . . . . . . . . . . . . . . .  2,432 2,021
Earnings from continuing operations......  6,607 6,269
Discontinued o p e ra tio n s :. . . . . . . . . . . . . . . . . . . . . .
Earnings (loss) o f d iscontinued d ivisions 

(less applicable incom e taxes of $5,000 for
1973 and $846,000 fo r 1 9 7 2 ). . . . . . . . . . . . . .  5 (954)

Loss on disposal o f d iscontinued divisions 
(lessapplicable incom e taxes of $100,000) (107)

Total................................................................  (102) (954)
Net Earnings.................................................  $6,505 $5,315
EARNINGS PER SHARE BASED ON AVER

AGE SHARES O UTSTANDING :. . . . . . . . . . . .
C ontinu ing o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . . . .  $1.46 $1.38
Discontinued o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . .  (.02) (.21)
Net earnings.................................................  $1.44 $1.17

Financial Review
Discontinued Operations- In July 1972 Omark adopt

ed a plan to divest the Machine Tools Division. The divi
sion’s assets and product line were sold or liquidated 
during 1973. In March 1973 Omark adopted a plan to di
vest the Williams Air Controls Division. The division was 
sold as a going business for cash as of June 30, 1973. 
Proceeds were primarily used to retire short-term debt.

Omark has elected to report these transactions in 
conformity with the June 1973 Accounting Principles 
Board Opinion No. 30 titled Reporting The Results Of 
Operations, although the opinion’s effective date is for 
events and transactions occurring after September 30, 
1973. Accordingly, Omark is reporting the results of 
continuing operations separately from discontinued op
erations. Gain or loss from the disposal of these divi
sions in 1973, including results of their operations after 
the date plans to divest the divisions were adopted, has 
been reported separately.

The following table presents the components of the 
discontinued divisions which have been excluded from
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continuing operations.

($ thousands)

Earnings (Loss) of 1973 Loss on Disposal 
Discontinued Divisions of Discontinued Divisions

1973 1972
NET S A L E S . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3,400 $5,374 $2,588
Other re venues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34 121 18
Gain on sale of a s s e ts . . . . . . . . . . . . . . . . . . . .  -  -  -  -  204

Total..........................................................  3,474 5,495 2,810
COSTS AND EXPENSES
Cost o f s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,443 4,770 1,811
Selling, general and a d m in is tra tive ....  897 2,178 907
In te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  124 318 295
O th e r . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . . . . . . . . . . .  - -  29 4

3,464 7,295 3,017
Earnings (loss) Before Income T a x e s .. 10 (1,800) (207)
Provision (Credit) fo r Income Taxes ... 5 (846) (100)
Earnings (Loss)......................................  $5 $(954) $(107)

PITNEY-BOWES, INC. (DEC)

1973 1972
($ thousands)

Income from  continu ing  operations before
ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $35,365 $25,999

Provision fo r incom e ta x e s . . . . . . . . . . . . . . . . . . .  15,429 10,844

Income from continuing operations.........  19,936 15,155
Losses, net of incom e tax, from  operations 

of po in t-o f-sa le  term inal business p rio r to
d is c o n tin u a n c e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,352 1,515

Estimated loss on d isposition of po in t-o f- 
sale term inal business (less applicable in 
come tax recovery of $33,000,000)......  37,000

Net income (loss).........................................  ($22,416) $13,640
Notes to Consolidated Financial Statements
Note 7: Discontinued Operations- As of September 

30, 1973, the company wrote off its entire investment in, 
and loans to, Pitney Bowes-Alpex, Inc. (PBA). This 
write-off resulted from the decision to wind up opera
tions of PBA, which was founded in 1970 as a company 
owned 50% by Pitney Bowes and 50% by Alpex Comput
er Corp. Pitney Bowes assumed majority control on July 
3, 1973, and now owns 64% of the stock. PBA had been 
engaged in the production and sale of point-of-sale ter
minals for retail establishments.

Simultaneously, the company wrote off certain other 
assets related to the point-of-sale terminal business. 
These included parts and equipment produced for PBA, 
but not delivered, and inventories, deferred costs, and 
other items connected with the manufacture and mar
keting of point-of-sale equipment in Europe under li

cense from PBA. Point-of-sale equipment in Europe was 
marketed by a wholly owned subsidiary of the company, 
Pitney Bowes Data Systems, Ltd.

The net results of operations prior to discontinuance 
for 1973 and 1972 have been classified separately in the 
statement of consolidated income and, after intercom
pany eliminations, include:

SAV-A-STOP INCORPORATED (AUG)
1973 1972

Earnings from  continu ing  operations be
fore extraord inary ite m .. . . . . . . . . . . . . . . . . . . . . . .  $2,752,987 $2,880,919

D iscontinued operations
O perating lo s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  311,389 - - - - - -
Provision fo r losses on d is p o s a l. . . . . . . . . . . .  265,000 - - - - - -
Loss from discontinued operations.........  576,389 --------
Earnings before extraord inary i t e m . . . . . . . .  2,176,598 2,880,919
Extraordinary item -  tax benefit o f operat

ing loss ca rry fo rw a rd s . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  566,000
Net earnings..................................................... $2,176,598 3,446,919

1973 Financial Review
Discontinued Operations- At the beginning of the 

current fiscal year the Company started its Action Mart 
Division with three Action Mart stores and an interrelat
ed catalog sales operation. In July, 1973, it was decided 
to discontinue and completely phase out the operations 
of the Action Mart Division by January, 1974. Operations 
of the Action Mart Division for the year ended Septem
ber 1, 1973, which are classified as “ Discontinued Oper
ations -  operating loss” in the accompanying state
ment of consolidated earnings, are summarized as fol
lows:

Nine m onths 
ended Sep

tem ber 30 , 1973

Year ended 
December 31, 

1972
$2 541,000 

1,345,000 
170,000 

$1,515,000

R evenues. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $17,629,000
Loss before incom e t a x . . . . . . . . . . . . . . . . . . . . . . . .  6,068,000
Income tax charge (c re d it) . . . . . . . . . . . . . . . . . . .  (716,000)
Net lo s s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,352,000

For th e  last  qu a r te r  of 1972, PBA revenues of 
$3,070,000 are not included above because the compa
ny accounted for PBA on the equity basis from com
mencement of PBA’s commercial operations on October 
1, 1972 through December 31, 1972.

Windup of the point-of-sale terminal business is ex
pected to continue through most of 1974. Costs of 
$49,226,000 before tax effects and net of proceeds re
ceived have been charged to a reserve provided for the 
windup of that business. Although total disposition and 
windup costs cannot yet be finally determined, the re
maining reserve of $20,774,000 at December 31, 1973 is 
believed by the company’s management to be sufficient 
to cover these costs. The estimated tax recovery, shown 
on the consolidated balance sheet, gives effect to the 
tax benefit of $33,000,000 applicable to the disposition 
loss.
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S a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,487,226
Costs and e x p e n s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,109,615
Excess costs and expenses.........................................  622,389
Less incom e tax b e n e fit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  311,000
Operating loss.................................................................. $311,389

“ Discontinued operations-provision for losses on 
disposal’’ is comprised of the following estimated costs 
and expenses necessary to complete the phase out of 
operations and disposal of related assets:
Costs and expenses in excess o f revenues during  

phase o u t period. Reflected as reduction of inven
tories of d iscontinued o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . .  $386,000

W rite-dow n of fix tu res and im provem ents. Reflected
as an increase in accum ulated d e p re c ia tio n . . . . . . . .  84,000

Lease liab ility  on closed stores, less estim ated reve
nue from  su b le a se s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  60,000

530,000
Less incom e tax b e n e fit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  265,000
Provision for losses on disposal.................................  $265,000

UNIFI, INC. (JUN)
1973 1972

($ thousands)
Incom e from continu ing  operations before

incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $4,575 $1,109
Provision fo r incom e taxes or equivalents 1,614 302
Income from continuing operations.........  2,961 807
D iscontinued operations and loss on dis

p o s a l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (1,151) (185)
Net income....................................................  $1,810 $ 622

Notes to Financial Statements
Note 8: Discontinued Operations and Loss on Dispos

al o f a Segment of the Business- As of March 31, 1973 
the Company discontinued the warp-knitting operations 
which commenced in May 1972. The Company wrote off 
the unamortized balance of start-up expense related to 
this operation and wrote down the carrying value of its 
equipment to the estimated realizable value (See Note 
3). The operating results and disposal loss of the dis
continued knitting operations are summarized as fol
lows:

1973 1972
OPERATING RESULTS:
Net s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $4,171,056 $104,529
Costs and expenses, includ ing  interest and 

debt expense of $136,820 ($36,677-1972) 5,535,257 359,481
Loss Before Income Tax Benefit.............  (1,364,201) (254,952)
Income tax b e n e fit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  480,923 69,543
Loss From Discontinued Operations.......  (883,278) (185,409)

DISPOSAL LOSSES:
Unam ortized start-up e x p e n s e . . . . . . . . . . . . . . .  (163,596)
W rite down of e q u ip m e n t. . . . . . . . . . . . . . . . . . . . .  (250,000)
Loss before income tax benefit...............  (413,596)
Income tax b e n e fit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  146,154
Loss From Disposal.....................................  (267,442) ------
T o ta l . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  ($1,150,720) ($185,409)

SEPARATE INCOME STATEMENT 
CAPTIONS

Captions for charges and credits, other than extraordi
nary items or income tax expense, presented in the in
come statement as separate items are summarized in 
Table 3-26. Examples of such captions are presented in 
connection with Table 2-43 (Minority Interest) and Table 
2-23 (Equity in Investee Operations). Additional exa
mples follow.

BAYUK CIGARS INCORPORATED (DEC)
($ thousands)

Income before security transactions and extraordi
nary cred it..................................................................... $1,266

Security tra n s a c tio n s -N o te  3
Loss on sales of s e c u ritie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (194)
Income tax b e n e f i t . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  58
Security transactions, n e t.............................................  (136)
Income before extraord inary c r e d i t . . . . . . . . . . . . . . . . . . . . . . .  $1,130

Note 3: Investment in securities- During 1973 the
company commenced a program of investing in securi
ties of publicly held companies. The maximum invest
ment in securities at cost during the year amounted to 
$8,125. At December 31, 1973, the cost of the securities 
was $4,078 and the quoted market value aggregated 
$3,530. The income statement for 1973 includes $122 of 
dividends relating to these securities.

TA BLE 3-26: SEPA R A TE IN C O M E  S T A TE M E N T  
C A P TIO N S

1973 1972 1971 1970
Charge or Credit to Income
Minority in te re s t. . . . . . . . . . . . . . . . . . .  75 66 57 58
Equity in earnings or losses of in

vestees . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56 55 52 41
Operating results of discontinued

o p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . . .  * 44 27 27
Cumulative effect of Accounting

C ha ng e . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7 5 7 -  -
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 6 8 7

Total Presentations.................  147 176 151 133
Number of Companies
Presenting separate last section 122 152 128 118
Not presenting separate last sec

tion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  478 448 472 482

Total........................................  600 600 600 600
*No longer applicable because of APB Opinion No. 30
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FAIRCHILD INDUSTRIES, INC. (DEC)

1973 1972
($ thousands)

REVENUE;
S a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $237,224 $229,986
Other in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,703 3,710

239,927 233,696
COSTS AND EXPENSES;
Cost of s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  208,334 189,273
Depreciation and a m o rtiz a tio n . . . . . . . . . . . . . . .  4,064 4,383
General, adm inistrative, m arketing and de

velopm ent . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  21,776 24,015
In te re s t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,186 2,666
Other costs and e xp e n se s . . . . . . . . . . . . . . . . . . . .  1,261 1,272

238,621 221,609
1,306 12,087

PROVISION TO REDUCE THE CARRYING 
VALUE OF THE INVESTMENT IN AND AD
VANCES TO AMERICAN SATELLITE COR
PORATION (NOTE 4 ) . . . . . . . . . . . . . . . . . . . . . . . . .  5,500

Earnings (Loss) Before Provision for in
come Taxes...............................................  (4,194 12,087

PROVISION (CREDIT) FOR INCOME TAXES (1,931 5,900
Net Earnings (Loss).....................................  ($2,263 $6,187

Note 4: American Satellite Corporation- American
Satellite Corporation (ASC), a wholly-owned subsidiary, 
has recently developed a revised domestic communica
tions business plan utilizing leased satellite capacity 
and ASC-owned earth segments. Because of the Cor
poration’s intention to seek other equity capital for ASC 
and the developmental nature of the subsidiary, ASC is 
accounted for on the equity basis of accounting.

The accounting policy of ASC is to defer all preoper
ating costs until such time as operations commence 
after which such deferred costs will be amortized over 
appropriate periods. Such accounting methods are 
subject to Federal Communications Commission regu
lation.

At December 31, 1973, the Corporation had invest
ments in and advances to ASC of $11,193,192. On its 
part, ASC, as of February 28, 1974, had commitments 
of $20,400,000 to purchase earth stations and lease sat
ellites of which approximately $12,000,000 has been 
guaranteed by the Corporation. In consideration of the 
recent revisions to ASC’s business plan, the Corporation 
has provided for a reduction of $5,500,000 in the carry
ing amount of the investment advances.

OCCIDENTAL PETROLEUM CORPORATION (DEC)

1973 1972
($ thousands)

Income before gains from  em ergency fleet
p o s it io n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $53,787 $ 1 7 ,013

Gains from  Emergency Fleet Position (Note
7 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  25,976 2,662

Income before extraordinary item s.......  $79,763 $19,675
Note 7: Emergency fleet pos ition - Starting in May, 

1970, when the Libyan government was demanding in
creased revenues from oil producers in Libya, the gov
ernment ordered several cutbacks in permissible levels 
of production of Occidental of Libya, Inc., and other 
major producers. Because of this curtailment and the 
threat of further dislocation of the company’s favorable 
source of crude oil, a wholly-owned subsidiary of the 
company, as an emergency measure, began to substan
tially increase its marine fleet tonnage through addition
al time charter commitments. As a result of the settle
ments with Libya, the subsidiary’s expanded fleet posi
tion at December 31, 1971, significantly exceeded its 
normal operating requirements. This excess position, 
coupled with major downward adjustment of world 
shipping rates during 1971, resulted in substantial loss
es on the excess capacity. Because the loss exposure 
under the charter agreements for the excess vessels ex
tended, in part, into 1974, a reserve of $65 million was 
provided in 1971 against possible future losses on those 
vessels.

The 1973 earnings reflect a credit of $18,912,000 from 
amortization of the emergency fleet reserve compared 
with $29,318,000 in 1972. From the $65 million reserve 
established in 1971, $16,770,000 is remaining at Decem
ber 31, 1973, which will be substantially amortized in
1974. No income is recognized from the tankers in the 
emergency fleet used to carry petroleum for Occidental 
as the charges for this use form a part of the costs of 
petroleum transported. Income from the use of the tank
ers in the emergency fleet to carry petroleum and goods 
of persons other than Occidental was $25,976,000 in 
1973 and $2,662,000 in 1972.
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EXTRAORDINARY ITEMS
Tables 3-27 and 3-28 show that several of the survey 

companies treated such items as provisions for losses 
from discontinued operations, gains or losses on asset 
disposals, asset write-downs, and devaluation or rev
aluation gains as extraordinary. These items, properly 
treated as extraordinary items under APB Opinion No. 9, 
are not considered as extraordinary under APB Opinion 
No. 30. Opinion No. 30 was effective for transactions 
and events occurring after September 30, 1973 and con
sequently was not mandatory for most of the transac
tions listed in Tables 3-27 and 3-28. Opinion No. 30 
states in part:

7. This O p in io n  supersedes paragraphs20 
through 22, paragraph 29 insofar as it refers to 
examples of financial statements and Exhibits A 
through D. of APB Opinion No. 9. It also amends 
paragraph 13 and footnote 8 of APB Opinion No.
15, Earnings per Share, insofar as this Opinion 
prescribes the presentation and computation of 
earnings per share of continuing and discontinued 
o p e ra tio n s . T h is  O p in io n  does not modify or 
amend the conclusions of APB Opinion No. 11, 
Accounting for Income Taxes, paragraphs 45 and 
61, or of APB Opinion No. 16. Business Combina
tions, paragraph 60, with respect to the classifica
tion of the effects of certain events and transac
tions as extraordinary items. Prior APB Opinions 
that refer to the superseded paragraphs noted 
above are modified to insert a cross reference to 
this Opinion.

19. Judgement is required to segregate in the 
income statement the effects of events or transac
tions that are extraordinary items (as required by 
paragraph 11). The Board concludes that an event 
or transaction should be presumed to be an ordi
nary and usual activity of the reporting entity, the 
effects of which should be included in income 
from operations, unless the evidence clearly sup
ports its classification as an extraordinary item as 
defined in this Opinion.

20. Extraordinary items are events and transac
tions that are distinguished by their unusual na
ture and by the infrequency of their occurrence.

23. Certain gains and losses should not be re
ported as extraordinary items because they are 
usual in nature or may be expected to recur as a 
consequence of customary and continuing busi
ness activities. Examples include:
(a) Write-down or write-off of receivables, inven
tories, equipment leased to others, deferred re
search and development costs, or other intangible 
assets.
(b) Gains or losses from exchange or translation 
of foreign currencies, including those relating to 
major devaluations and revaluations.
(c) Gains or losses on disposal of a segment of 
a business.
(d) Other gains or losses from sale of abandon
ment of property, plant, or equipment used in the

TABLE 3-27: EXTRAORDINARY ITEMS IN 
INCOM E STATEM ENT

1973 1972
Nature
Discontinued op era tion s- esti

mated disposal costs or gains or 
losses from disposing of assets

Debit

39

Credit

15

Total

54

Total

148
Sale or disposal of assets other 

than those of discontinued oper
ations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12 36 48 91

Operating loss carryforwards and 
other tax ad ju s tm ents . . . . . . . . . . 1 56 57 46

W rite-down of asse ts . . . . . . . . . . . . . 12 - 12 22
Major ca sua lty . . . . . . . . . . . . . . . . . . . . . 3 - 3 16
Currency revaluations or devalu

ations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 4 14
O th e r. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 13 26 58
Total Presentations............. 80 124 204 395

Number of Companies
1973 1972 1971 1970

Presenting above ite m s . . . . . . . . . . 137 204 204 189
Not presenting above ite m s . . . . . 463 396 396 411
Total..............................
N /C - Not Compiled

600 600 600 600

TABLE 3-28: EXTRAORDINARY  
ITEM S-M ATERIALITY-1973

*Percentage of M ateria lity Total
0-5% 6-10% 11-20% 21+% Items

Debits
Discontinued o p era tion s- es

timated disposal costs or loss
es from disposing of assets 7 7 3 22 39

Sale or disposal of assets other 
than those of discontinued op
erations .. . . . . . . . . . . . . . . . . . . . . . . .  3 5 2 2 12

Write down of assets. . . . . . . . . .  8 1 1 2 12
Major casualty. . . . . . . . . . . . . . . . .  3 _  _  _ 3
O th e r . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 1 3 5 14

Total Debits............  26 14 9 31 80
Credits
Discontinued op era tions-

gain from disposing of assets 3 2 -  10 15
Sale or disposal o f assets other 

than those of discontinued op
erations . . . . . . . . . . . . . . . . . . . . . . . .  14 3 4 15 36

Currency reva lua tion. . . . . . . . . .  2 1 1 - 4
Operating loss carryforwards

and other tax ad justm ents... 21 8 3 24 56
O th e r . . . . . . . . . . . . . . . . . . . . . .  4 2 3 4 13

Total Credits............  44 16 11 53 124
*Ratio of item to income or loss before extraordinary 
item



Extraordinary Items 307

business.

(e) Effects of a strike, including those against 
competitors and major suppliers.
(f) Adjustment of accruals on long-term contracts.

25. Circumstances attendant to disposals of a 
segment of a business and extraordinary items 
frequently require estimates, for example, of asso
ciated costs and occasionally of associated reve
nue, based on judgement and evaluation of the 
facts known at the time of first accounting for the 
event. Each adjustment in the current period of a 
loss on disposal of a business segment or of an 
element of an extraordinary item that was reported 
in a prior period should not be reported as a prior 
period adjustment unless it meets the criteria for a 
prior period adjustment as defined in paragraph 
23 of APB Opinion No. 9. An adjustment that does 
not meet such criteria should be separately dis
closed as to year of origin, nature, and amount 
and classified separately in the current period in 
the same manner as the original item. If the ad
justment is the correction of an error, the provi
s i o n s  of  APB O p i n i o n  No. 20, A c c o u n t in g  
Changes, paragraphs 36 and 37 should be applied.

27. This Opinion shall be effective for events 
and transactions occurring after September 30, 
1973. Events and transactions that were reported 
as extraordinary items in statements of income for 
fiscal years ending before October 1, 1973 should 
not be restated, except that a statement of income 
including operations of discontinued segments of 
a business may be reclassified in comparative 
statements to conform with the provisions of this 
Opinion and the Board encourages such reclassi
fication. In addition, the accounting for events and 
transactions that have been reported previously 
for the fiscal year in which September 30, 1973 oc
curs may be restated retroactively to comply with 
the provisions of this opinion, and the Board en
courages such restatement. Differences in classifi
cation of the effects of events and transactions in 
the financial statements of the current and any 
prior periods presented should be disclosed in 
notes to the financial statements.

An Accounting Interpretation published in the No
vember 1973 issue of the Journal of Accountancy and 
reprinted in Section U 2012 of APB Accounting Princi
ples-C urrent Text As Of June 30, 1973 provides illus
trations of events and transactions which should and 
should not be accounted for as extraordinary items.APB 
Opinion No. 26 sets forth another transaction which 
can, in certain instances, be treated as an extraordinary 
item. Opinion No. 26 states in part:

20. Disposition of amounts. A difference be
tween the reacquisition price and the net carrying 
amount of the extinguished debt should be recog
nized currently in income of the period of extin
guishment as losses or gains and identified as a 
separate item. The criteria in APB Opinion No. 30 
should be used to determine whether the losses or 
gains are ordinary or extraordinary items. Gains 
and losses should not be amortized to future per

iods.
22. This Opinion shall be effective for all extin

guishments of debt occurring on or after January 
1, 1973. Extinguishment transactions are consid
ered to be terminated events similar to that set 
forth in paragraph 16 of APB Opinion No. 20 and 
as such, extinguishments that were previously rec
orded in fiscal years ending before January 1, 
1973, should not be adjusted. However, the ac
c o u n t in g  for refunding transactions that have 
been previously reported in the fiscal year in 
which December 31, 1972, occurs may be retroac
tively restated to comply with the provisions of this 
Opinion.

Examples of Extraordinary items follow.

Tax Loss C arryovers

AMERICAN MOTORS CORPORATION (SEP)

1973 1972
($ thousands)

Earnings Before Taxes on In c o m e ... . . . . . .  $75,626 $31,557
Taxes on incom e (Note H ) . . . . . . . . . . . . . . . . . . .  31,100 15,100
Earnings before extraordinary credits....  $44,526 $16,457
Extraordinary credits (Note H ) . . . . . . . . . . . . . . .  41,450 13,700
Net Earnings.................................................  $85,976 $30,157

Note H: Taxes on Income-Taxes on income for the 
year ended September 30, 1973 of $31,100,000 include 
$24,160,000 of United States taxes after reduction for in
vestment tax credits of $4,675,000, of which $2,317,000 
is c a r r y f o r w a r d  f rom p r io r  years. The balance,  
$6,940,000, represents Canadian and other income 
taxes.

Of the total taxes provided, $12,700,000 is currently 
payable after giving effect to tax loss and foreign tax 
credit carryforwards of $14,215,000. The remainder, 
$4,185,000, represents net deferred tax credits.

Investment tax credits are treated as reductions of in
come tax expense in the year in which the credits are 
realized. Deferred taxes arise primarily from accelerated 
depreciation for income tax purposes and from product 
warranty costs and other expense accruals which will 
provide future income tax reductions.

An extraordinary credit of $14,215,000 was recorded 
in 1973 to reflect the income tax effect of tax loss and 
foreign tax credit carryforwards. In 1972 the credit from 
the tax loss carryforward was $13,700,000. Additionally, 
in 1973 an extraordinary credit of $27,235,000 was rec
orded as a non-recurring adjustment to give recognition 
to deferred income tax charges which were not reflect
ed in the financial statements while the Company had 
a tax loss carryforward.

In 1972, no United States income taxes were payable 
because of loss carryforwards; however, Canadian and 
other foreign taxes of $1,400,000 were charged to oper
ations.
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FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION (DEC)

1973 1972
($ thousands)

Income before extraordinary c re d it .......  $26,749 $7,726
Extraordinary c re d it- in c o m e  tax reduction 

from  carryforw ard of p rio r years' operating 
losses (Note 3 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,410 3,300

Net income...... ...................................................  $41,159 $11,026
Note 3 (in part): Provision for Income Taxes and Ex

traordinary C red it- The provision for income taxes is 
composed of the following;

1973 1972
($ thousands)

Charge equivalent to tax benefits resulting 
from  realization of operating loss carryfo r
wards:
F ed e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $14,636 $3,140
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,624 160

C u rre n t-F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,930
S ta te . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,442 626
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,433 1,244

D e fe rre d -F e d e ra l. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,431)
S tate. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (454)
F o re ig n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (447) (90)

 $23,733 $5,080
The provision for Federal income tax in 1972 and 

1973 represents the amount that would have been pro
vided in the absence of a net operating loss carryfor
ward. Such provision has been computed based on fi
nancial statement income and after utilization of foreign 
and investment tax credits of approximately $1,350,000 
in 1973 and $900,000 in 1972, becoming available as the 
result of current transactions.

At December 31, 1972 the Company had an unused 
net operating loss carryforward for Federal income tax 
purposes of approximately $24 million from losses sus
tained in 1970 and 1971 and which included approxi
mately $4,700,000 of tax deductions in excess of finan
cial statement expenses. In addition, the Company had 
unused foreign tax credit and investment tax credit car
ryforwards of approximately $2,100,000 and $400,000, 
respectively. During 1972 and 1973 the Company used 
all of the carryforwards available and the income tax re
ductions resulting therefrom have been included as an 
extraordinary credit in the consolidated statement of in
come.

to reduce federal income taxes of future periods as fol
lows:

Net investment
Operating Ta«

Expiration Losses Credits

August 31, 1975 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,307,000 - - - - - -
August 31, 1976 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  421,000 12,000
August 31, 1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  906,000 - - - - - -
August 31, 1979 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    1,000
August 31, 1980 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  2 ,000

$2,634,000 15,000
Net operating loss carryforwards totalling $439,000 

were utilized to offset taxable income in the year ended 
August 31, 1973, including the prior period adjustment 
(Note 7). The portion of the resulting federal tax benefit 
which is allocable to income of the current year, 
$144,221, is shown on the consolidated statement of in
come as an extraordinary item.

THE RATH PACKING COMPANY (SEP)
1973 1972

($ thousands)

Earnings (loss) before provision in lieu of
federal incom e ta x e s . . . . . . . . . . . . . . . . . . . . . . . .  $191 $(2,915)

Provision in lieu of federal incom e taxes 
(Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  85

Earnings (loss) before extraordinary cred
it ...................................................................  106 (2,915)

C redit arising from  utiliza tion  of net operat
ing loss carry-over (Note 1 ) . . . . . . . . . . . . . . . .  85

Net earnings (loss)......................................  $191 $(2,915)
Note 1 (in part): Accounting Policies
Federal Income Taxes- In the statement of opera

tions, a provision in lieu of the federal income taxes that 
would have been required for the 1973 fiscal year in the 
absence of a net operating loss carry-over (see Note 4) 
is charged against operations before extraordinary 
credit, and the credit arising from utilization of the net 
operating loss carry-over is reflected as an extraordi
nary item. In statements of operations of future periods, 
any required provisions for income taxes will be offset 
by extraordinary credits to the extent of such tax provi
sions until the effect of all loss carry-overs (approxi
mately $7,900,000 at September 29, 1973-see Note 4) 
has been recognized.

GRANGER ASSOCIATES (AUG)
Income (loss) before extraord inary i te m .. . . . . . . . . . . .  $132,340
Extraordinary item (Note 6)
Tax benefit from  operating loss c a rry fo rw a rd ......  144,221
Net income (loss) for year.......................................... $276,561

Note 6: Income Taxes-Unused net operating loss 
carryforwards and investment tax credits are available

TWENTIETH CENTURY-FOX FILM CORPORATION 
(DEC)

($ thousands)

Earnings before extraord inary i te m s . . . . . . . . . . . . . . . . . . . .  $7,678
Extraordinary items (note 1 6 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  3,071
Net earnings..................................................................... $10,749

Note 16 (in part): Extraordinary item s-A  summary of
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extraordinary items follows:

1973:
Gain on sale of Australian real estate 

and other extraordinary transactions
(through September 1973).............

Gain on sale of New York building in
March 1973 .................................

Federal income tax benefit from operat
ing loss carryforward...................

(thousands)

Gross

APPLICABLE
INCOME
TAXES NET

$871 (494) 377

1,029 (494) 535

— 2,159 2,159
$1,900 1,171 3,071

In ves tm en t C red it C arryo ver

WHEELING-PITTSBURGH STEEL CORPORATION (DEC)
1973 1972

($ thousands)

Income before extraordinary credit......... $18,047 $13,197
Extraordinary credit............................. 1,277 2,000
Net income....................................................  $19,324 $15,197

Notes to Financial Statements

Note C (in part): Income Taxes- The estimated tax 
provisions give recognition to investment credits of 
$6,065,000 in 1973 and $4,218,000 in 1972. Investment 
credit carry-forwards at December 31, 1973 amounted to 
approximately $19.2 million, of which $3.1 million has 
not been utilized for financial accounting purposes. 
Provision has been made for the possible effect of fu
ture taxes relating to timing differences only to the ex
tent that benefits were realized from such timing differ
ences. The Corporation could become liable for sub
stantial additional federal income taxes if it is unable to 
continue the inventory method used for tax purposes 
and if presently available tax-loss and investment credit 
carry-forwards are no longer available.

The final amount of $1,277,000 in 1973 and $2,000,000 
in 1972 of investment credit carry-forward have been 
recorded as extraordinary credits which result from the 
financial accounting basis of recording investment 
credit in 1968. Such extraordinary credits have been 
recorded to the extent that investment credit carry-for
wards are utilized as a reduction of taxes on the years’ 
earnings.

O ther Tax A d jus tm ent

LIBBY, McNEILL & LIBBY (JUN)
Earnings (Loss) Before Extraordinary Credits.......... 4,588,000
EXTRAORDINARY CREDITS:
Reversal of long-term income taxes (Note D)......... 3.400,000
Gain on redemption of sinking fund debentures..... 575,000
Other-principally gains on disposal of certain facili

ties, including adjustment of previous estimates ... 353,000
Total Extraordinary Credits...........................................  4,328,000
Net Earnings (Loss).......................................................  $8,916,000

Note D: Income Taxes- Effective July 5, 1970, the 
Company changed from the last-in, first-out (LIFO) 
method to the first-in, first-out (FIFO) method of valuing 
certain product inventories. The agreement with the IRS 
provided for amortization of the increased valuation 
over a ten-year period for tax purposes, but stipulated 
that the entire unamortized balance would be taxable 
immediately upon reduction of inventories below speci
fic levels. Due to such a reduction, the unamortized bal
ance of the increased valuation will be included in fiscal 
1973 taxable income. The accrual for Federal income 
taxes provided in fiscal 1971 in connection with recog
nizing the effect of this accounting change is no longer 
required due to the availability of tax loss carry forwards 
and has been recognized as an extraordinary credit.

The c u m u la t i v e  amount  of undistributed foreign 
subsidiary earnings on which the Company has not pro
vided U.S. income taxes is $32,000,000. The Company 
intends to reinvest such undistributed earnings.

A d jus tm ent O f Prior Period E x traord inary  item

CITIES SERVICE COMPANY (DEC)

1973 1972
($ thousands)

Income before extraordinary credits....... $135,600 $ 99,100
Extraordinary Credits (net)-(Note 3)...... 11,300 13,000
Net income.................................................... $146,900 $112,100

Note 3: Extraordinary Credits -The extraordinary
items in 1973 and 1972 were as follows ($ millions):

a) Gain on the sale of 1.4 million shares of 
Atlantic Richfield Company Common

1973 1972

Stock(net of income taxes of $22.1 million) 
b) In 1972, provision for anticipated loss on 

disposition of the agricultural chemicals 
business (net of deferred income tax credit 
of $13.6 million). In 1973, reduction of such 
provision to actual loss incurred (net of in-

$ - - 48.0

come taxes of $7.9 million)...............
c) Provision for loss on disposition of cer

tain marginal oil and gas leases (net of de
ferred income tax credit of $5.6 million)

11.3 (18.7)

which leases were sold in 1973 .......... - - (16.3)
Net extraordinary credits............................ $11.3 13.0
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The agricultural chemicals operations disposed of in 
March 1973 had sales of $19.8 million in 1973 and 
$123.4 million in 1972 and net income of $1.5 million in 
1973 and $2 million in 1972.

MIDLAND-ROSS CORPORATION (DEC)
Income Before Extraordinary L o s s . . . . . . . . . . . . . . . . . . . . . .  $12,540,000
Extraordinary L o s s -(N o te  E ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  935,000
Net Incom e.......................................................................  $11,605,000

Note E: Extraordinary Loss- The Company’s sale in 
July 1973 of its Maumee, Ohio frame facility (included in 
“ idle facilities held for sale”  in the December 31, 1972 
balance sheet) resulted in a loss of $1,798,000 before 
applicable Federal income tax credits of $863,000. The 
loss has been reported as an extraordinary item in 1973 
in accordance with Accounting Principles Board Opin
ion No. 30, because the loss represents an adjustment 
of extraordinary items reported in 1970 and 1971 reflect
ing the estimated loss from the expected sale of this fa
cility.

TOBIN PACKING CO., INC. (OCT)
Loss before extraord inary i te m . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $(151,915)
Extraordinary ite m -g a in  (loss) on leased p lan t fa c ili

ties, net o f applicable incom e taxes (Note 2 ) ......  100,000
Net Loss.......................................................... $(51,915)

Note 2 (in part): Leased Plant Facilities- In May 1973 
the Company secured a two-year sublease for a major 
portion of its leased plant in Miami, Florida, formerly 
operated by the Company. The 1973 extraordinary gain 
of $213,000, less applicable income taxes of $113,000, 
represents the recovery of a portion of certain costs and 
expenses over the sublease period, which had been fully 
provided for in 1972 as an extraordinary item in the 
amount of $922,000, less income tax benefit of $488,400, 
in connection with these Miami facilities.

M ajo r C asualty

THE UNITED STATES SHOE CORPORATION (JUL)
Earnings before extraord inary lo s s . . . . . . . . . . . . . . . . . . . . . . .  $12,441,633
Extraordinary L o s s -  Flood, less applicable income 

taxes of $989,000 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  927,264
Net earnings for the y e a r.............................................  $11,514,369

Litigation S e ttlem en ts

INTERSTATE BRANDS CORPORATION (DEC)
Incom e before extraord inary ite m s . . . . . . . . . . . . . . . . . . . . . . .  $99,626
E xtraordinary items, net of federal incom e tax 

(benefits) (note 8 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  161,284
Net income (loss)...........................................................  $260,910

Note 8 (in part): Extraordinary Item s- The company 
has previously reported an anti-trust case in the United

States District Court at Denver, Colorado, which was 
tried in June 1971, and resulted in a judgment in favor of 
the company on its cross-claim against one of the code
fendants. The appeals taken from the verdict have been 
denied. In November 1973, the company received pay
ment of the judgment and recorded an extraordinary 
credit of $317,489 (net of legal expenses and before fed
eral income tax of $156,205).

OWENS-ILLINOIS, INC. (DEC)

($ thousands)
Earnings before extraord inary g a in s . . . . . . . . . . . . . . . . . . . . .  $74,496
Extraordinary gains:
Gain on exchange of stock of O w ens-Corning F iber

glas C orporation fo r com m on shares of O w ens-Illi
nois, Inc., no tax e ffe c t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  56,435

Net earnings.....................................................................  $130,931
Financial Review
Listed Securities (in p a rt)-  The Company’s invest

ment in Owens-Corning Fiberglas Corporation at De
cember 31, 1973, represents 13.1% of the outstanding 
common stock of that corporation compared with 21.3% 
at December 31, 1972. Based on shares outstanding at 
December 31, 1973 and 1972, the Company’s equity in 
the net assets of Owens-Corning amounted to $45.9 mil
lion and $66.8 million, respectively, and the equity in 
1973 net earnings was $6.0 million compared with $7.6 
million in 1972. Under an antitrust consent judgment 
entered in 1949, the Company is enjoined from exercis
ing any control over Owens-Corning. This judgment was 
modified by a consent order entered on October 23, 
1973, which requires the Company within five years to 
divest itself of sufficient shares of Owens-Corning com
mon stock in order that the Company after such period 
would not own more than 3% (94,469 shares) of the 
shares owned by the Company on October 23, 1973, in 
addition to the shares reserved for the possible ex
change for $25 million Owens-Illinois, Inc., 4½% ex
changeable subordinated debentures due 1987.

Following entry of the modified consent order, the 
Company  invited tenders and exchanged 1,200,000 
shares of Owens-Corning common stock for 1,333,333 
of the Company’s common shares, resulting in an ex
traordinary gain of $56.4 million. The gain represents 
the excess of fair value over cost of the Owens-Corning 
common stock given in the exchange. Such fair value 
was deemed to be equivalent to the estimated net pro
ceeds that would have been realized in a secondary 
public offering of the Owens-Corning common stock. 
The Company has received a ruling from the Internal 
Revenue Service to the effect that the exchange is non- 
taxable to the Company as the exchange of Owens- 
Corning common stock is in connection with the re
quired divestiture of such stock pursuant to the 1973 
modification of the 1949 consent judgment. The gain 
has been classified as an extraordinary item since the 
exchange relates to the 1973 modification of the con
sent judgment. The modification is an event unrelated to 
the ordinary and typical activities of the Company and 
will not recur.
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WINNEBAGO INDUSTRIES, INC. (FEB)
Income before extraord inary i t e m . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $19,371,316
Extraordinary item, net of related deferred incom e tax 

effect of $1,926,323 ( e ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,073,677)
Net income.............................................................................  $17,297,639

Note (e): Relates to a $4 million judgment for breach 
of contract. The Company has announced its intention 
to appeal this judgment and its bond in support of such 
appeal has been approved. See Item 5. Pending Legal 
Proceedings elsewhere in this Form 10-K.

Item 5 (in part): Pending Legal Proceedings- In Au
gust, 1970 an action was filed in the United States Dis
trict Court for the Northern District of Iowa by Life-Time 
Industries, Inc., a former dealer and distributor of Win
nebago products naming Winnebago and certain of its 
officers and directors as defendants requesting dam
ages in an amount, as subsequently increased by an 
amendment, of $445.6 million, on each of five alternative 
theories. In essence the complaint alleged that Winne
bago (1) fraudulently induced the plaintiff to enter into a 
contract for Winnebago to manufacture motor homes 
for distribution by the plaintiff, (2) interfered with the 
plaintiff’s property rights and trade secrets under said 
contract, and (3) breached said contract both as written 
and as modified by various oral representations, all for 
the purpose of obtaining profit and economic gain at 
the expense of the plaintiff.

On November 8, 1972 the plaintiff’s claims of fraud 
and tortious interference were dismissed on the merits 
as to Winnebago in accordance with the findings of the 
jury. Damages in the amount of $4,000,000 were award
ed against Winnebago for breach of contract and dam
ages in the amount of $400,000 each were awarded 
against two officers of the Company for tortious inter
ference with business relationships and expectancies. 
The jury failed to reach a verdict on the trade secret 
count and a mistrial was declared as to that.

The Company intends to appeal the judgment and its 
bond and support of such appeal has been approved by 
the Court. Counsel for the Company have filed a variety 
of post-trial motions challenging the judgments which 
are now pending decision.

Should the Court deny the Company’s motion for 
judgment for the defendant on the trade secret count, 
the count can be expected to be retried. Counsel for the 
Company have advised that in their opinion there is no 
legal merit to the plaintiff’s claim on this count, and that 
the evidence introduced in the first trial did not estab
lish either the existence or misappropriation of a trade 
secret; however, such counsel have advised that it 
should be noted that the jury was unable to reach a de
cision on these matters.

EARNINGS PER SHARE

APB Opinion No. 15 states in part:

12. The Board believes that the significance at
tached by investors and others to earnings per 
share data together with the importance of eva
luating the data in conjunction with the financial 
statements, requires that such data be presented 
prominently in the financial statements. The Board 
has therefore concluded that earnings per share 
or net loss per share data should be shown on the 
face of the income statement. The extent of the 
data to be presented and the captions used will 
vary with the complexity of the company’s capital 
structure, as discussed in the following parag
raphs.

13. The reporting of earnings per share data 
should be consistent with the income statement 
presentation called for by APB Opinion No. 30. 
Earnings per share amounts should therefore be 
presented for (a) income before extraordinary 
items and (b) net income. It may also be desirable 
to present earnings per share amounts for extraor
dinary items, if any.

14. The capital structures of many corporations 
are relatively s im ple- that is, they either consist 
of only common stock or include no potentially di
lutive convertible securities, options, warrants or 
other rights that upon conversion or exercise 
could in the aggregate dilute earnings per com
mon share. In these cases, a single presentation 
expressed in terms such as Earnings per common 
share on the face of the income statement (based 
on common shares outstanding and computed in 
accordance with the provisions of paragraphs 
47-50 of Appendix A) is the appropriate presenta
tion of earnings per share data.

15. Corporations with capital structures other 
than those described in the preceding paragraph 
should present two types of earnings per share 
data (dual presentation) with equal prominence on 
the face of the income statement. The first presen
tation is based on the outstanding common shares 
and those securities that are in substance equiva
lent to common shares and have a dilutive effect. 
The second is a pro-forma presentation which re
flects the dilution of earnings per share that would 
have occurred if all contingent issuances of com
mon stock that would individually reduce earnings 
per share had taken place at the beginning of the 
period (or time of issuance of the convertible se
curity, etc., if later). For convenience in this Opin
ion, these two presentations are referred to as 
“ primary earnings per share’’ and “ fully diluted 
earnings per share,’’ respectively, and would in 
certain circumstances discussed elsewhere in this 
Opinion be supplemented by other disclosures 
and other earnings per share data. (See parag
raphs 19-23.)

20. A schedule or note relating to the earnings 
per share data should explain the bases upon
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which both primary and fully diluted earnings per 
share are calculated. This information should in
clude identification of any issues regarded as 
common stock equivalents in the computation of 
fully diluted earnings per share. It should describe 
all assumptions and any resulting adjustments 
used in deriving the earnings per share data. 
There should also be disclosed the number of 
shares issued upon conversion, exercise or satis
faction of required conditions, etc., during at least 
the most recent annual fiscal period and any sub
sequent interim period presented.

Table 3 -2 9  summarizes data as to the computation 
and presentation of earnings per share by the survey 
companies. Stock options and preferred stock are the 
most frequently recognized common stock equivalents: 
while convertible debt is the most frequent cause of a 
separate computation of fully diluted earnings per 
share.

Examples of the presentation of earnings per share 
by the survey companies in their 1973 annual reports 
follow.

Prim ary Earn ings Per S h are  Only

TABLE 3-29: E A R N IN G S  PER S H A R E -1 9 7 3

Additional shares issuable for 
Preferred

Effect of Additional Shares
Included in primary per share

•Debt Stock Options Warrants Other

c a lc u la tio n . . . . . . . . . . . . . . . . . . . .
Included in fully diluted per

16 48 112 24 23

share c a lc u la tio n . . . . . . . . . . . . . 118 76 74 13 1
No d ilu t io n . . . . . . . . . . . . . . . . . . . . . . 55 29 171 23 19
Not d isc lo se d . . . . . . . . . . . . . . . . . . . 25 10 176 16 19
No additional shares issuable 386 437 67 524 538

Total Companies. . . . . . . . . . . . . . 600 600 600 600 600
Computation Basis; 1973 1972 1971 1970
Average shares outstanding ... 526 515 491 465
Not de term inab le . . . . . . . . . . . . . . .
Year end shares outstanding-

57 61 77 104

change less than 3% . . . . . . . .
Year end shares outstanding-

17 20 30 26

change more than 3 % ... . . . - 4 2 4
No earnings per share shown - - - 1
Total Companies. . . . . . . . . . . . . . 600 600 600 600

KANE-MILLER CORP. (DEC)

EARNINGS PER COMMON SHARE AND 
COMMON EQUIVALENT S H A R E (N O TE  11)

1973 1972
Income from continu ing  o p e ra tio n s . . . . . . . .  $4.05 $1.73
Loss from  discontinued o p e ra t io n ... . . . . . .  -  -  (.09)
Income before extraordinary item s.........  4.05 1.64
Extraordinary ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    -  -  (.07)
Net income............................................................  $4.05 $1.57

Notes to Financial Statement
Note 1 (in part): Earnings per Share- Earnings per 

common share and common equivalent share are com
puted based on the weighted average number of com
mon shares outstanding during each year, additional 
common shares issuable under acquisition agreements, 
and in 1973, the assumed exercise of certain stock op
tions and warrants as follows: (In 1972, stock options 
and warrants were not included in the computation 
since their effect was anti-dilutive).

1973 1972
W eighted average num ber o f shares o u t

standing during y e a r. . . . . . . . . . . . . . . . . . . . . . . . .  2,213,540 2,273,739
Dilutive stock options and w a rra n ts . . . . . . .  129,844 - - - - - -
C ontingent shares issuable (returnable) 

under acquis ition agreem ents based on 
maintenance of specified earnings level 
subject to  (in 1973) an aggregate market 
value lim ita tion (Note 6 (D) ) .....    74,627 (60,770)

W eighted average num ber of com m on 
shares and com m on equivalent shares 
used at December 31 . . . . . . . . . . . . . . . . . . . . . . .  2,418,011 2,212,969

In computing the dilutive effect in 1973 of assumed ex
ercise of the options and warrants, anticipated proceeds

therefrom were partially used to purchase common 
stock and the remainder to retire debt with appropriate 
adjustment for after tax interest of $301,000, which was 
added to net income of $9,480,000 for the purpose of 
computing per share earnings.

Per share amounts are unchanged on a fully diluted 
basis since the results as computed, would be anti-dilu
tive in 1972 and not significant in 1973.

McGRAW-HILL, INC. (DEC)
1973 1972

Earnings per com m on share and com m on 
equivalent share (Note 11):

Income before extraord inary i te m s ........  $1.11 $92
Extraordinary ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (.09) (.02)
Net income............................................................  $1.02 $.90

Note 11: Earnings per common share- Earnings per 
common share and common equivalent share are based 
on the average number of such shares outstanding dur
ing the year. Common share equivalents consist of $1.20 
preference stock and stock options. The number of 
shares issuable upon exercise of stock options has been 
reduced by the number of common shares assumed to 
have been purchased with the proceeds from the exer
cise of the options. Earnings per share are based on 
24,992,295 shares for 1973 and 24,998,160 shares for 
1972.

The conversion of the 3⅞ per cent debentures would 
not result in any dilution of earnings per share.
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1973 1972
Primary earnings per share based on the 

w eighted average num ber o f shares of 
com m on stock and com m on stock equiva
lents ou tstanding during  the years ended 
March 31 (Note 1F):
1 9 7 3 - 2,911,143; 1 9 7 2 - 2,478,708 .....  $2.02 $1.48
Note 1F: Earnings Per Share- Earnings per common 

share and common share equivalents were computed by 
dividing net income by the weighted average number of 
shares of common stock and common stock equivalents 
outstanding during the year. The options and warrants 
outstanding have been considered to be the equivalent 
of common stock from the time of their issuance. The 
number of shares of common stock was increased by 
the number of shares issuable on the exercise of op
tions and the warrants when the market price of the 
common stock exceeds the exercise price of the options 
and the warrants. This increase in the number of shares 
was reduced by the number of shares which are as
sumed to have been purchased with the proceeds from 
the exercise of the options and the warrants; these pur
chases were assumed to have been made at the average 
price of the common stock during that part of the year 
when the market price of the common stock exceeded 
the exercise price of the options and the warrants. Op
tions granted within three months of the end of any per
iod were ignored; cancelled options were retrospec
tively removed in the calculations.

Earnings per common share assuming full dilution 
were not reported because changes in. any of the per
iods would have been minimal.

MORSE ELECTRO PRODUCTS CORP. (MAR)

PENNWALT CORPORATION (DEC)

Net Earnings per Com m on and Common 
Equivalent S h a re . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1973

$2.13

1972

$1.58

Notes to Consolidated Financial Statements 
Earnings Per Share- Earnings per common and 

common equivalent share have been computed by di
viding net earnings by the weighted average shares of 
common stock and dilutive common stock equivalents 
outstanding (7,891,000 in 1973 and 7,353,000 in 1972). 
Stock options and both series of preference stock are 
common stock equivalents; however, earnings per share 
have been computed after providing for annual divi
dends of $3,308,000 on the second series preference 
stock in 1973 and $4,448,000 for annual dividends on 
both series of preference stock in 1972, since assumed 
conversion would increase earnings per share. Fully di
luted earnings per share are the same as the earnings 
per share indicated.

UNARCO INDUSTRIES, INC. (DEC)

Net Incom e per share (Note 1 ) . . . . . . . . . . . . . .
1973

$2.06
1972

$1.16

Note 1 (in part): Net Income Per Share- The compu
tation of net income per share is based on the weighted 
average number of common shares outstanding during 
each year, including common stock equivalents (Class A 
and B Convertible Preferred Stock, contingently issua
ble shares and options). Each common stock equivalent

has been considered outstanding from the beginning of 
each year or date of issuance. The preferred dividend 
requirement has been eliminated. The fully diluted net 
income per common share is equal to the net income 
per share of common stock and common stock equiva
lents under this computation.

Average shares outstanding used to compute net in
come per share for the years 1973 and 1972 include the 
following;

1973 1972(i)
Common shares is s u e d . . . . . . . . . . . . . . . . . . . . . . . .  1,597,198 1,594,111
Common shares reserved fo r conversion of

preferred s t o c k . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  810,000 810,000
Common shares contingently  issuable in 

1976 depending on earnings of Rohn Man
ufacturing  D ivision ( i i ) . . . . . . . . . . . . . . . . . . . . . . .  108,000 108,000

Common shares reserved fo r stock options 
which result in d i lu t io n . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  14,567

Average number of shares outstanding .. 2,515,198 2,526,678
(i) Adjusted for 8% stock dividend declared June 1973 

(Note 4)

(ii) The common shares contingently issuable are 
contingent upon pretax profits, as defined, of Rohn for 
the five years ending December 31, 1975, but in no event 
will the total issued exceed 108,000 common shares. 
The cost of additional common shares issued, if any, 
will be allocated to assets as appropriate.

NATIONAL INDUSTRIES, INC. (DEC)
1973 1972

Income (loss) per share of Com m on Stock 
and Com m on Stock equivalents (after d iv i
dends on Series B Preferred S tock of 
$1,397,000 in 1973 and $1,420,000 in 1972)
(Note K):

Income from  con tinu ing  o p e ra tio n s . . . . . . . .  $.70 $.26
Loss of d iscontinued o p e ra tio n s . . . . . . . . . . . .  -  -  (.02)
Income from operations.............................. $.70 $.24
Extraordinary ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (.05) .02
Net income....................................................  $.65 $.26

Note K: Income Per Share- Income per share of 
Common Stock and Common Stock equivalents was 
computed by dividing net income available for Common 
Stock by the weighted average number of shares of 
Common Stock and Common Stock equivalents out
standing during the year as follows:

1973 1972
Common Stock;
Common shares, less shares in treasury,

(weighted average) ou tstanding during the
y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,049,000 7,075,000

Common Stock equivalents:
Common shares issuable upon conversion 

of $.60 Series A Preferred S to c k .. . . . . . . .  192,000 192,000
Total Common Stock and Common Stock 

Equivalents................................................  7,241,000 7,267,000
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,077,000 $3,281,000
Less dividend requirem ent on outstanding 

shares of $1.25 Series B Preferred Stock 1,397,000 1,420,000
Net Income Available for Common Stock 

and Common Stock Equivalents............... $4,680,000 $1,861,000
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WINNEBAGO INDUSTRIES, INC. (FEB)
1972 1973

EARNINGS PER COMMON SHARE (b):
Income before extraordinary i te m .. . . . . . . . .  $ .56 $ .77
Extraordinary item, net of related deferred

incom e tax e f fe c t . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  . . . . . . .  .08
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .56 $ .69
W eighted average num ber of shares of 

com m on stock ou tstanding during each 
period ( b ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  24,336,456 25,201,191
Note (b): All number of shares and earnings per share 

amounts have been retroactively adjusted to give effect 
to all stock split-ups and stock dividends. The common 
stock equivalents (stock option and employee stock 
purchase plan) have not entered into the earnings per 
share computations because they would not have a di
lutive effect. See Exhibit C.

E X H IB IT  C
CO M PUTATION OF EAR NING S PER SHARE

1972 1973
Num ber of shares of com m on stock o u t

standing at beginning of the p e r io d .. . .  24,193,600 25,193,600
W eighted average num ber of shares of 

com m on stock issued during the period 142,856 7,591
Weighted average number of shares of 

common stock outstanding during each 
period............................................  24,336,456 25,201,191

Income before extraord inary i te m .. . . . . . . . .  $13,596,832 $19,371,316
Extraordinary item, net of related deferred 

incom e tax e ffect of $1,926,323 .   (2,073,677)
Net Income........................................ $13,596,832 $17,297,639
EARNINGS PER COMMON SHARE:
Income before extraord inary i te m .. . . . . . . . .  $ .56 $ .77
Extraordinary item, net o f related deferred 

incom e tax e f fe c t . . . . . . . . . . . . . . . . . . . . . . . . . . . .    .08
Net income........................................ $ .56 ‘ $ .69

All number of shares and earnings per share amounts 
have been retroactively adjusted to give effect to all 
stock split-ups and stock dividends.

The common stock equivalents, as computed by the 
treasury stock method, resulting from the stock option 
and employee stock purchase plans would have an ef
fect at February 26, 1972 of adding 35,520 shares for 
primary earnings per share and 37,148 shares for earn
ings per share assuming full dilution and at February 24, 
1973 of adding 45,857 shares for primary and fully-dilut
ed earnings per share. The common stock equivalents 
have not entered into the earnings per share computa
tions because they would not have a dilutive effect.

XEROX CORPORATION (DEC)

1973 1972
Average Com m on Shares O utstanding Dur

ing Y e a r . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  79,092,456 78,934,275
Net Incom e Per Com m on S h a re . . . . . . . . . . . .  $3.80 $3.16

Notes to Consolidated Financial Statements 
Summary of Significant Accounting Policies (in part):

1973 192

$1.43* $1.01*

$1.34 $ .97

Net Income per Common Share- Net income per com
mon share is computed by dividing consolidated net in
come by the average number of shares of common and 
Class B stocks outstanding during each year. Common 
stock equivalents (outstanding stock options and the 
5% convertible subordinated debentures) and the 6% 
convertible subordinated debentures are excluded as 
the potential dilution, upon assumed exercise of out
standing stock options and assumed conversion of the 
debentures, is less than 3%.

Fully D ilu ted  Earn ings Per S h are

BEECH AIRCRAFT CORPORATION (SEP)

Earnings per share (after g iving retroactive 
effect to  the three fo r tw o stock s p lit)-  
Note E

P r im a ry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Fully d iluted (assuming the conversion of 

the 4¾ % subordinated d e b e n tu re s ). . . . .
*Based on the average shares outstanding and assum
ing the exercise of dilutive stock options. If computed 
on a basis consistent with that used in the first three 
quarters of the year ended September 30 , 1973 and dur
ing the year ended September 30, 1972 the comparable 
amounts (before giving retroactive effect to the three for 
two stock split) would be $2.14 and $1.51 respectively.

Note E (in part): Common Stock and Additional Paid- 
in Capita l- The board of directors on October 9, 1973 
declared a three for two stock split payable November 
21, 1973 to stockholders of record October 19, 1973. 
This stock split will result in the issuance of 2,390,173 
additional shares of Common Stock and the transfer of 
the par value of the shares issued from additional paid- 
in capital to Common Stock. Fractional shares will be 
paid in cash and will result in a charge to retained earn
ings of $59,665. The earnings per share data have been 
retroactively adjusted to reflect this stock split.

BORDEN, INC. (DEC)
1973 1972

Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $72,961,820 $67,477,353
Average num ber of com m on shares and 

equivalents outstanding during the year 30,810,296 30,945,652
Net incom e per share
P r im a ry . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2.37 $2.18
Fully d i lu te d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2.28 2.13

Notes to Consolidated Financial Statements 
Note 1 (in part): Summary of Significant Accounting 

Policies: Earnings Per Share- Primary earnings per 
share are computed based on the weighted average 
number of shares of Common Stock and Equivalents 
(Series A and B Convertible Preferred Stocks and Stock 
Options) outstanding during the year of computation.

Fully diluted earnings per share computations are 
based on the weighted average number of shares of 
Common Stock and Equivalents outstanding as if the
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outstanding Convertible Debentures had been convert
ed into Common Stock at the beginning of the period 
or date of issue, whichever prevailed, and after giving 
effect to the elimination of interest expense applicable 
to the Convertible Debentures.

Note 8: Earnings Per Share—  The average number 
of Common Shares and Equivalents entering into the 
calculation of primary and fully diluted earnings per 
share are as follows;

1973 1972
Common s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  29,856,533 29,744,492
Convertible Preferred:
Series A . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  459,618 472,750
Series B . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  466,986 708,660
Stock options and incentive com pensation 27,159 19,750
Total for primary calculation...................... 30,810,296 30,945,652
Convertible Debentures:
6¾% .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,043,479 1,043,479
5 % .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  952,380 299,245
Total for fully diluted calculation.............  32,806,155 32,288,376

H A R N IS C H F E G E R  C O R P O R A T IO N  (O C T )
EARNINGS PER COMMON SHARE;

1973 1972
Primary:
Income before extraord inary i te m .. . . . . . . . . $4.92 $2.76
Extraordinary i t e m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .25 - -
Net Income.................................................... $5.17 $2.76
Fully Diluted:
Income before extraord inary i te m .. . . . . . . . . $4.67 $2.63
Extraordinary i t e m .. . . . . . . . . . . . . . . . . . . . . . . . . . . . . .23

Net Income.................................................... $4.90 $2.63
Financial Notes
Note 9: Earnings per Common Share- T h e  n u m b e r  

o f  s h a r e s  e n t e r in g  in t o  th e  c o m p u t a t io n  o f  e a r n in g s  p e r
c o m m o n  s h a r e  a r e  a s  f o l lo w s :

1973 1972
PRIMARY:
Average com m on shares o u ts ta n d in g . . . . .
Common share equivalents resulting from

1,571,204 1,565,732

dilu tive  stock options o u ts ta n d in g ...... 7,653 4,713

Total- Primary............................................. 1,578,857 1,570,445
FULLY DILUTED;
Average com m on shares o u ts ta n d in g . . . . .
Common share equivalents resulting from

1,571,204 1,565,732

dilu tive  stock op tions o u ts ta n d in g ......
Assumed conversion of the 6% S ubord i

nated Convertible N o te . . . . . . . . . . . . . . . . . . . . . .

8,434

103,369

5,155

107,098
Total- Fully Diluted.................................... 1,683,007 1,677,985

INTERNATIONAL MINERALS & CHEMICAL 
CORPORATION (JUN)

EARNINGS PER COMMON AND COMMON 
EQUIVALENT SHARE:

P r im a ry -
1973 1972

Earnings before extraord inary ite m s .. . . . . . $2.10 $1.64
Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Fully d i lu te d -

2.17 1.64

Earnings before extraord inary ite m s .. . . . . . $1.94 $1.54
Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.00 1.54

Financial Review
E a rn in g s  Per C om m on and Common Equivalent 

Share- Primary earnings per share are based on the 
weighted average number of common and common 
equivalent shares outstanding. Common equivalent 
shares include dilutive stock options granted after May 
31, 1969, and shares contingently issuable based on 
specified earnings of acquired businesses. The per 
share computations reflect preferred dividends, includ
ing dividends on the Series C preferred stock at $1 per 
share. Fully diluted earnings per share have been deter
mined as stated previously, adjusted as to options for 
market prices at the end of the period, and assume the 
exercise of dilutive stock options granted prior to June 
1, 1969, conversion of the Series C preferred stock and 
the 4% convertible subordinated debentures and, in 
1973, conversion of the Series B preferred stock. For 
purposes of these computations, dividends on the Se
ries C preferred stock and, in 1973, on the Series B pre
ferred stock and interest on the debentures, after appro
priate income tax effect, (1973-$1,272,000; 1972- 
$1,363,000) have been added to earnings applicable to 
common shares. Shares issuable on the exercise of 
other conversion, option and contract rights, including 
the Series B preferred stock in 1972, have been exclud
ed from the computations as they would either have no 
effect or would be anti-dilutive. Shares used in the com
putations are as follows:

1973
PRIMARY EARNINGS PER SHARE;
Weighted average common shares-
Outstanding........................................ 11,097,184
Pertaining to stock options...................
Issuable for acquisitions.......................

41,748
9,438

1972

11,119,773
24,188

11,148,370 11,143,961
FULLY DILUTED EARNINGS PER SHARE:
Common and com m on equivalent shares,

per a b o v e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,148,370
Additional shares perta in ing t o -
S tock o p t io n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  47,558
Conversion of Series C preferred s to c k .... 787,932
Conversion of 4% convertib le  subordinate

d e b e n tu re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Conversion of Series B preferred s to c k .

823,377
108,108

12,915,345

11,143,961

7,123
796,213

874,223

12,821,520
If an annual dividend rate of $5 per share is assumed 
on the Series C stock (rate in effect after June 30, 1973), 
primary earnings per share would be:

1973 1972
Earnings before extraordinary items.......  $2.03 $1.57
Net earnings......................................  $2.09 $1.57

In computing fully diluted earnings per share, net in
come was adjusted for the related interest expense, net 
of applicable income taxes.
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MAREMONT CORPORATION (DEC)
1973 1972

PER COMMON AND COMMON EQUIVA
LENT SHARE:

Incom e from  con tinu ing  o p e ra tio n s . . . . . . . .  $2.49 $2.43
Income from  d iscontinued Textile M achin

ery O p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . .    .51 .36
Effect of accounting change on p rio r year (.07)
Total................................................................. $2.93 $2.79
PER COMMON SHARE ASSUMING FULL 

DILUTION;
Income from  con tinu ing  o p e ra tio n s . . . . . . . .  $2.43 $2.27
Income from  discontinued Textile M achin

ery O p e ra tio n s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  .49 .33
Effect o f accounting  change on p rio r year (.07)
Total................................................................. $2.85 $2.60

Notes
Note 1 (in part): Summary of Significant Accounting 

Policies: Earnings per Share- Earnings per common 
and common equivalent share (4,298,000 shares in 1973 
and 3,890,000 shares in 1972) and earnings per common 
share assuming full dilution (4,453,000 shares in 1973 
and 4,254,000 shares in 1972) have been computed 
based on the weighted average number of common 
shares outstanding, adjusted retroactively for the 1972 
stock dividend and 3-for-2 stock split. The computations 
reflect additional shares which may be issued in con
nection with the possible exercise of warrants and stock 
options. The computation of earnings per share assum
ing full dilution also reflects the possible conversion of 
certain debentures and preferred shares. See notes 5, 6 
and 7 for descriptions of possible future issuances of 
common stock.

1973 1972
(Am ounts 

in Thousands)
ADJUSTMENT OF NET INCOME:
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
D ividends on preferred s to c k . . . . . . . . . . . . . . . .
Reduction in interest expense, net o f in 

com e ta x ,fo r the assumed tender o f 6½% 
Subordinated Income Debentures if 
w arrants had been exercised. . . . . . . . . . . . . .

Common and Common Equivalent Shares
Further adjustm ents assum ing fu ll d ilu tion : 
Reduction in interest expense, net o f in

come tax, fo r the assumed conversion of 
convertib le debentures:

4% debentures issued in 1967 . . . . . . . . . . . . . . .
5% debentures issued in 1 969 . . . . . . . . . . . . . . .

Adjusted Net Earnings-
Assuming Full Dilution................................
ADJUSTMENT OF SHARES OUTSTAND

ING;
Average shares of com m on stock outstand

ing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Assumed exercise of warrants (expired De

cem ber 3, 1973) and options:
W a rra n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Employee stock o p tio n s . . . . . . . . . . . . . . . . . . . . . . .
Total Average Common and Common 

Equivalent Shares....................................
Further adjustm ents assum ing fu ll d ilu tion : 
Assumed conversion of convertib le  deben

tures:
4% debentures issued in 1967 . . . . . . . . . . . . . . .
5% debentures issued in 1 969 . . . . . . . . . . . . . . .
Total Average Shares of Com m on S to c k -  

Assum ing Full D ilu t io n . . . . . . . . . . . . . . . . . . . . . .
EARNINGS PER COMMON SHARE:
On Average O utstanding and Equivalent

S h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Assuming Full D ilu t io n . . . . . . . . . . . . . . . . . . . . . . . . .

$46,476
(2,096)

2,085
46,465

3,040
5,699

12,379

1,932
2

14,313

1,197
2,778

18,288

$3.25
$3.02

$43,078
(2,096)

2,277

43,259

3,040
5,699

$55,204 $51,998

12,260

2,095
34

14,389

1,197
2,778

18,364

$3.01
$2.83

TRANS WORLD AIRLINES, INC. (DEC)
1973 1972

EARNINGS PER COMMON SHARE (NOTE
5):

On average outstanding and equivalent
s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $3.25 $3.01

Assum ing fu ll d i lu t io n . . . . . . . . . . . . . . . . . . . . . . . . . .  $3.02 $2.83

Note 5: Earnings per Common Share- The earnings 
per common share is computed as follows:

See Notes 9 and 10 for a description of rights and 
privileges of outstanding convertible securities, war
rants, and optiions entering into the computation of 
earnings per share. Earnings per common share are 
computed by dividing adjusted earnings available for 
such shares by the weighted average number of shares 
assumed to be eligible for participation in such earn
ings. Warrants and options are considered to be com
mon share equivalents from date of issuance except 
that they are excluded from the computation whenever 
they have the effect of increasing the earnings per 
share. As to warrants, net earnings were adjusted for the 
portion of the interest expense, net of tax effect, that 
would not have accrued under the assumption that the 
6 ½ % Subordinated Income Debentures were surren
dered in an amount sufficient to exercise all warrants 
outstanding. Unexercised warrants, originally issued 
with the 6 ½ % Subordinated Income Debentures, ex
pired on December 3, 1973. As to employee stock op
tions, the increase in the number of shares that would
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occur if such options were exercised was reduced by 
the number of shares that presumably could have been 
repurchased in the open market, at the average market 
price during the period, with the assumed proceeds 
from exercise of such employee stock options. As to 
convertible debt, net earnings were further adjusted for 
the interest expense, net of tax effect, that would not 
have accrued under the assumption that such debt was 
converted to common stock at the beginning of the year 
or date of issuance, whichever occurred later. These ad
justments are excluded from the computation in any 
period in which they would have the effect of increasing 
the earnings per share.

Election A dopted  for S ecu rities  O uts tand ing  M ay  
31, 1969

LESLIE FAY INC. (APR)
1973 1972

Per share d a ta -N o te  9:
Earnings per com m on and d ilu tive com 

mon equivalent share:
Incom e before extraord inary i te m s . . . . . . . . .  $1.49   $1.21
Extraordinary ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - -  .11
Net income............................................................. $1.49 $1.32
Earnings per com m on s h a re -  assuming 

fu ll d ilu tion ;
Income before extraord inary i te m s . . . . . . . . .  $1.49 $1.20
Extraordinary ite m s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - -  .11
Net Income............................................................  $1.49 $1.31

Note 9: Per Share D a ta - Earnings per common and 
dilutive common equivalent share are based upon the 
average number of shares outstanding, adjusted to re
flect 5% stock dividends paid in each year. Equivalent 
shares include those issuable (i) upon the assumed ex
ercise of stock options granted after May 31, 1969, re
flected under the treasury stock method using the aver
age market price of the Company’s shares during each 
year and (ii) upon the assumed conversion of converti
ble debentures, as of the beginning of each year, giving 
effect to the resultant reduction in interest costs, net of 
taxes thereon. Options granted prior to June 1 ,  1969 are 
not considered common stock equivalents.

Fully diluted per share data in each year reflects addi
tional dilution resulting from inclusion of options grant
ed prior to June 1, 1969 and the use, under the treasury 
stock method, of quarter-end market prices in those 
quarters where such prices were higher than average 
market price.

Cash dividends per share are based upon the current 
equivalent numbers of shares outstanding at the re
spective declaration dates.

PHILIPS INDUSTRIES INC. (MAR)

EARNINGS PER SHARE (NOTE 9) 
Earnings per com m on and com m on equiv

alent s h a re . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Earnings per com m on share, assum ing fu ll 

d i lu t io n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1973 1972

$1.10 $1.10

$1.10 $1.09

Note 9: Earnings Per Share- The earnings per com
mon and common equivalent share are based on the 
following:

1973 1972
(In Thousands)

EARNINGS AVAILABLE TO COMMON:
Net in c o m e . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,510 $6,477
Preferred d iv idends-
$3.00 s e r ie s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (176) (178)
Total................................................................. $6,334 $6,299
AVERAGE SHARES OUTSTANDING:
C o m m o n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,849 4,788
Dilutive com m on stock equivalents (a) (c) 917 946
Basis for primary earnings per share ....  5,766 5,734
Other d ilu tive stock options (b) ( c ) ........  5 35
Basis for fully diluted earnings per share 5,771 5,769

(a) The Special Preferred Stock $1,00 Issue, and certain 
stock options are considered common stock equiva
lents.
(b) The Preferred Stock $3,00 Series and stock options 
issued through May 31, 1969, are not considered to be 
common stock equivalents and enter into the computa
tion of fully diluted earnings per share only when the ef
fect is dilutive.
(c) The number of common shares included for dilutive 
stock options is reduced by shares assumed to have 
been purchased with the proceeds from the exercise of 
options.

SOLA BASIC INDUSTRIES, INC. (MAR)
1973 1972

NET EARNINGS PER COMMON AND COM
MON EQUIVALENT SHARE

Assuming no d i lu t io n . . . . . . . . . . . . . . . . . . . . . . . . . .  $1.57 $1.21
Assuming fu ll d i lu t io n . . . . . . . . . . . . . . . . . . . . . . . . . .  $1.47 $1.13

Notes to Consolidated Financial Statements
Net Earnings Per Share of Common S to ck-  Net 

earnings per share of common s to ck - assuming no 
dilution is based on the weighted average number of 
common and common equivalent shares outstanding 
during the respective years. Common equivalent shares 
relate to stock options granted subsequent to May 31,
1969. Net earnings per share computations are based 
upon the assumption that the stock options were exer
cised at the beginning of the respective years or at the 
date of grant, if later. It is assumed that the proceeds 
from the exercise of the options were used to purchase 
treasury stock.

Net earnings per share of common stock-assuming 
full dilution is based on the assumption that the con
vertible subordinated debentures were converted and 
that the stock options granted prior to June 1, 1969 
were exercised at the beginning of the respective years 
or at the date of grant, if later. As to the convertible sub
ordinated debentures, interest and debt expense related 
to such debentures, net of applicable tax effect, are 
added back to net earnings for the calculation of the net 
earnings per share amount.
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Supplem entary Earnings Per Share Data

EMERSON ELECTRIC CO. (SEP)

EARNINGS PER COMMON SHARE
Primary e a rn in g s . . . . . . . . . . . . . . . . . . . . . . .
Fully d iluted e a rn in g s . . . . . . . . . . . . . . . .

1972
Restated fo r 

Poolings 
 of Interests

1973
$1.54
$1.46

$1.36
$1.29

Previously
Reported

$1.32
$1.26

Notes to Consolidated Financial Statements
Note 1 (in part): Earnings per Common Share- Pri

mary earnings per common share are computed by di
viding net earnings, after deducting dividends of pre
ferred stock, by the weighted average number of com
mon and common equivalent shares outstanding during 
the respective years. Fully diluted earnings per common 
share are computed by dividing net earnings by the 
weighted average number of common and common 
equivalent shares which would have been outstanding if 
conversion of all outstanding preferred stock had taken 
place at the beginning of each respective year. Stock 
options are considered to be common stock equiva
lents.

The weighted average number of common and com
mon equivalent shares used in the computation of pri
mary earnings per common share includes common 
shares issued on conversion of the preferred stock from 
the date of conversion. Assuming that these conver
sions of preferred stock had taken place at the begin
ning of fiscal 1972, primary earnings per common share 
would have been $1.49 for 1973 and $1.32 for 1972.

shareholders.
Under Method B, earnings per common share have 

been computed by deducting from net earnings, in ad
dition to the preferred dividends paid or payable, the 
portion of earnings equivalent to the preferred divi
dends that would have been paid (had they been de
clared) on the preferred shares tendered in connection 
with the offer described in Note 5 to the Consolidated 
Financial Statements because such shares were out
standing for approximately 7.7 months of the year. This 
method represents the view of the Company’s auditors, 
Peat, Marwick, Mitchell & Co.

It is considered appropriate to present both methods 
of computation since both contain information useful to. 
shareholders.

Per Common
Am ount Share

Net e a rn in g s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $2,811,847
Less:
Dividends p a id . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 758,860
Dividends p a y a b le . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 252,953

Net earnings applicable to  com m on stock 
under Method A . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

1,011,813

1,800,034 $ .91
Less the earnings applicable to  the pre

ferred shares te n d e re d *... . . . . . . . . . . . . . . . . . . 1,127,902
Net earnings applicable to  com m on stock 

under M ethod B . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 672,132 $ .34
W eighted average num ber of com m on 

s h a re s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,976,647

*Assumes that tendered shares were outstanding 
through the midpoint of the offering (233rd day of year) 
computed as follows; 233/365 of $2.20 = $1.404 x 
803,349 = $1,127,902

FOOTE MINERAL COMPANY (DEC)
1973 1972

EARNINGS (LOSS) PER COMMON SHARE 
AFTER DEDUCTING PREFERRED DIVI
DENDS PAID OR PAYABLE (Note 9):

From con tinu ing  o p e ra tio n s . . . . . . . . . . . . . . . . . .  $ .84 - - - - - - - -
From d iscontinu ing  o p e ra tio n s . . . . . . . . . . . . . .  .07 - - - - - - - -
Before extraord inary i te m . . . . . . . . . . . . . . . . . . . . .  $ .91 - - - - - - - -
Net earnings (lo s s ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .91 (3.28)
EARNINGS (LOSS) PER COMMON SHARE 

AS ABOVE AND AFTER DEDUCTING THE 
EARNINGS APPLICABLE TO THE PRE
FERRED SHARES TENDERED (Note 9):

From continu ing  o p e ra tio n s . . . . . . . . . . . . . . . . . .  $ .31 - - - - - - - -
From d iscontinu ing  o p e ra tio n s . . . . . . . . . . . . . .  .03 - - - - - - - -
Before extraord inary ite m s .. . . . . . . . . . . . . . . . . .  $ .34 - - - - - - - -
Net earnings (lo s s ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ .34 (3.28)

Note 9: Earnings per Share—  The computation of 
earnings per share is presented below under two meth
ods:

Under Method A, earnings per common share have 
been computed by deducting from net earnings only the 
amount of preferred dividends paid or payable. This rec
ognizes the net earnings legally available to common

Earnings per common share have been allocated be
tween continuing operations and discontinuing opera
tions on a pro rata basis.

Shares reserved for issuance under employee stock 
option plans and conversion requirements of preferred 
stock and debentures would not be dilutive.

LEHIGH PORTLAND CEMENT COMPANY (DEC)

1973
PER SHARE (Note 2)
Earnings from  operations before extrao rd i

nary i te m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2.94
Extraordinary item, net o f ta x e s .. . . . . . . . . .  —
Net Earnings.................................................  $2.94

1972

$1.83
.50

$2,33
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Note 2: Earnings Per Share- Earnings per share are 
calculated based on the weighted average number of 
common shares outstanding during the year (3,682,909 
and 4,150,332 shares during 1973 and 1972, respective
ly).

Pursuant to a May 1973 tender offer, Lehigh acquired 
738,804 shares of its common stock at $17.50 share. An 
additional 11,528 shares were subsequently purchased 
on the open market at an average price of $17.77 per 
share. Assuming that all of the reacquired shares had 
been purchased on January 1, 1973, and that the cash 
used to purchase such shares had not been available for 
investment in short-term, interest-bearing securities 
after that date, earnings per share for 1973 would have 
been $3.13.

dividends for the ensuing ten years on the Special Stock 
outstanding. For 1973, per share results also reflect the 
assumed exercise of all stock options and warrants, the 
conversion of certain convertible securities and related 
adjustments to income for the interest expense, less ap
plicable income taxes, on the debt assumed to have 
been converted or retired by application of warrant and 
option proceeds. For 1972 such assumptions with re
spect to stock options and warrants were anti-dilutive 
and accordingly not required.

LONG-TERM LEASES-DISCLOSURE BY 
LESSORS

O ptions and W arran ts  E xceed  Tw enty  P ercen t

THE LTV CORPORATION (DEC)

1973 1972
Per share data:
P rim ary-
Income from  continu ing  o p e ra tio n s . . . . . . . .  $ 4.08 $ 1.31
Income before extraord inary i te m s .......  3.50 0.63
Net income....................................................  5.16 0.73
Assuming fu ll d i lu t io n -
incom e from  continu ing  o p e ra tio n s . . . . . . . .  2.91 1.18
Income before extraord inary i te m s .......  2.69 0.57
Net Income....................................................  3.32 0.66

Financial Comments
Incom e P er Share -  P rim ary  incom e per share 

amounts for 1973 are after deducting preferred stock 
dividend requirements of $2,573,000 and are based 
upon a total of 10,472,933 shares, representing the sum 
of (a) 7,431,445 shares -  the average number of com
mon shares outstanding, (b) 906,634 shares -  the aver
age number of Special Stock, Class AA shares outstand
ing, adjusted to the beginning of the year conversion 
ratio of 1.15 common shares for each share of Special 
Stock, and (c) 2,134,854 shares -  the number of com
mon equivalent shares issuable upon the assumed exer
cise of stock options and warrants issued after May 31, 
1969, less shares assumed purchased with a portion of 
the funds assumed to have been received. It has been 
further assumed in these calculations that funds ob
tained from the exercise of warrants and options have 
been applied (a) to purchase of common shares at the 
average market price for the year to the extent of 20% of 
the total common and Class AA shares outstanding, and 
(b) to repurchases of outstanding debt, with $6,719,000, 
representing the related reduction in interest expense 
less applicable income taxes, being added to earnings 
as result. For 1972, the assumptions with respect to the 
exercise of warrants and options were not required be
cause of anti-dilutive effects.

Fully diluted per share results for both years have 
been determined by increasing the average number of 
shares outstanding to reflect the maximum conversion 
ratio (1.50) and the cumulative effect of 3% annual stock

APB Opinion No. 7 -  Accounting for Leases in Finan
cial Statement of Lessors sets forth two acceptable ac
counting methods for lessors (financing and operating), 
the circumstances under which a particular method is to 
be used, and the appropriate financial statement pres
entation for each method.

To provide additional guidance for situations involv
ing leases “ entered into with independent lessees by 
manufacturers or dealers to assist in marketing their 
products or services”  The Accounting Principles Board, 
in November 1972, issued Opinion No. 27.

Opinion No. 27 states in part:

3. The Board has concluded that more specific 
criteria are needed to determine when a manufac
turer or dealer lessor should recognize a lease 
transaction with an independent lessee as if it 
were a sale. This Opinion supersedes the last sen
tence of paragraph 8 and all of paragraph 12 of 
APB Opinion No. 7. Except as stated in the pre
ceding sentence, this Opinion does not modify 
APB Opinion No. 7. Because of the highly special
ized problems involved, this Opinion does not 
apply to lease agreements concerning real estate 
and natural resources such as oil, gas, timber and 
mineral rights. It also does not apply to the ac
counting for lease financing transactions by inde
pendent financing institutions and independent 
leasing companies. The Opinion is, however, ap
plicable to these organizations if they are acting as 
dealers.

TABLE 3-30: LO N G -T E R M  L E A S E S -
A C C O U N T IN G  M ETH O D S USED BY LESSO RS

Operating m e tho d . . . . . . . . . . . . . . . . .
Financing m e tho d . . . . . . . . . . . . . . . . .
Both operating and financing 

m e thods. . . . . . . . . . . . . . . . . . . . . . . . . . .

Tota l C o m p a n ie s . . . . . . . . . . . . . . . . .

1973 1972 1971 1970
41 47 42 34

5 4 2 3

7 6 3 1

53 57 47 38
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18. The provisions of this Opinion shall be effec
tive for all lease transactions involving manufac
turers or dealers with independent lessees after 
December 31, 1972. However, the accounting for 
lease transactions that have previously been en
tered into in the fiscal year in which December 31, 
1972, occurs may be adjusted to comply with the 
provisions of this Opinion.

O perating  M ethod

years are as follows:
Revenues Depreciation

1974 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,898,771 1,291,000
197 5  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,558,775 1,291,000
1976  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,155,556 1,253,750
1977 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  620,408 1,187,000
1978  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  233,050 509,714

For those leases with terms of less than five years, 
the Company expects that the present lessees will ex
tend the leases and/or the equipment will be leased to 
others.

GEARHART-OWEN INDUSTRIES, INC. (JAN)

Consolidated Balance Sheet
Rental Equipm ent,
(At Cost), net o f accum ulated deprecia tion (1974 

$515,992 -  1973 $425,553 ). . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $858,626
Notes To Consolidated Financial Statements
Note 1 (in part): Summary of Significant Accounting 

Policies: Rental Income on Leased Equipm ent- Rental 
contracts for use of equipment manufactured by the 
company are accounted for by the operating method 
with the equipment shown as rental assets at cost less 
accumulated depreciation and rent recorded as income 
over the lives of the contracts.

LUNDY ELECTRONICS & SYSTEMS, INC. (JUN)
1973 1972

INCOME-PRODUCING RENTAL EQUIP
MENT (NET OF ACCUMULATED DEPREC
IATION OF $924,787 IN 1973; $153,500 IN
1972) (NOTE 1 ( d ) . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $5,455,213 $1,036,500

PROPERTY, PLANT AND EQUIPMENT, AT 
COST;

L a n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  325,000 550,000
Build ings and im pro ve m e n ts . . . . . . . . . . . . . . . . .  1,741,267 2,998,594
M achinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . .  1,940,299 1,688,934
Office fu rn itu re  and sundry e q u ip m e n t...  215,326 230,535
Capitalized leased p ro p e rtie s . . . . . . . . . . . . . . . .  1,783,786 ----
Equipm ent construction  in p ro c e s s . . . . . . . .  469,000 - - - - - -

6,474,678 5,468,063
Less accum ulated d e p re c ia tio n . . . . . . . . . . . . .  1,588,649 1,323,050

4,886,029 4,145,013
Note 1 d: Income-Producing Rental Equipm ent- The 

Company’s policy is to lease data entry systems equip
ment over periods of three to five years (except for cer
tain governmental agencies which are limited to one 
year terms) and use the operating method to account 
fo r  th e  le a se  c o n tra c ts . A c c o rd in g ly , revenues 
are recorded as earned and depreciation is computed 
by the straight-line method and charged to operations 
over periods of four to five years. Depreciation of equip
ment on lease will be evaluated annually as to whether 
the market conditions warrant continuation of the above 
lives or, alternatively the noncancellable lease period. 
Revenues from  re n ta ls  and deprec ia tion  for 1973 
amounted to $1,357,091 and $771,287, and for 1972 
amounted to $327,995 and $153,500. Under lease con
tracts in force at June 30, 1973 rental revenues and 
depreciation related thereto over the next five fiscal

POTTER INSTRUMENT COMPANY, INC. (JUN)

Consolidated Balance Sheet
Rental Equipm ent, at Cost (Note 1 ) . . . . . . . . . . . . . . . . . . . . . .
Less accum ulated d e p re c ia tio n . . . . . . . . . . . . . . . . . . . . . . . . . . . .

. . . . . . . . . . . . . . .  $24,311,056

. . . . . . . . . . . . . . .  7,366,343
$16,944,713

Note 1 (in part): Rental Equipm ent- Equipment 
leased to customers is recorded at manufacuring cost 
plus applicable freight and duties. Costs incurred in the 
modernization or model conversion of previously leased 
e q u ip m e n t is c a p ita liz e d . (See also “ Accounting 
Changes”  later herein.)

Depreciation of rental equipment is calculated on the 
straight-line method over five years (without salvage 
value) from the month in which the equipment is first 
placed on rent. Equipment off-rent (approximate net 
book value at June 30, 1973 -  $2,157,000) continues to 
be depreciated on the same basis as when on-rent. 
Modernization and model conversion costs are depreci
ated over the remaining life of the original equipment.

Revenues from rental equipment are reported month
ly as billed under the operating method of accounting. 
Upon sale of rental equipment the related costs and ac
cumulated depreciation are removed from the accounts 
and any gain or loss is taken into income or expense.

SUNDSTRAND CORPORATION (DEC)

Consolidated Balance Sheet
Equipm ent systems leased to  custom ers (net of accu

mulated depreciation of $211 ,000 ). . . . . . . . . . . . . . . . . . . . .  $1,128,000
Financial Summary
Summary of Significant Accounting Policies (in part)
E q u ip m e n t Systems Leased to Customers, under 

long-term leases, are accounted for under the operating 
method and are depreciated over their estimated useful 
lives on the straight-line method.

XEROX CORPORATION (DEC)

Consolidated Balance Sheet
1973 1972

($ thousands)
Rental Equipment and Related Inven

tories
At cost (less accum ulated deprecia tion:

1973-$1,360,151; 1 9 7 1 -$ 1 ,0 6 7 ,3 6 2 ).. . .  $1,102,986 $869,662
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Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies
Revenues from Rental Equipm ent- Revenues from 

rental equipment are accounted for by the operating 
lease method. Revenues from leased copiers and dupli
cators vary each month based on the number of copies 
produced: revenues from leased computers are based 
upon the terms of lease agreements.

Rental Equipment and Related Depreciation -  Rental 
equipment is capitalized at cost. Significant improve
ments which result in conversion from one model to an
other are capitalized; maintenance and repairs are 
charged to income. The cost of equipment is depreci
ated over the estimated useful life of each model, gener
ally five years. The double declining balance method of 
computing depreciation is generally used in the U.S. 
and in Canada; the straight line method of computing 
depreciation is used in other countries.

Financing  M ethod

1973 1972
($ thousands)

Aggregate Payments Receivable-
Long-term  le a s e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $40,094 $31,898
Installm ent s a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15,298 5,622

$55,392 $37,520
Less unearned financing in c o m e . . . . . . . . . . .  12,891 11,789

$42,501 $25,731
Less cu rren t p o r t io n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,196 5,019

$32,305 $20,712
The $42,501,000 balance in “ Contracts Receivable’’ 

as of December 31, 1973 will be recovered as follows: 
1 9 7 4 -  $ 1 0 ,1 9 6 ,0 0 0 ; 1 9 7 5 -  $7,790,000; 1 9 7 6 -  
$7,298,000; 1 9 7 7 -  $6,143,000; 1 9 7 8 - $3,658,000; 
thereafter- $7,416,000.

INDUSTRIAL NUCLEONICS CORPORATION (DEC) 

Consolidated Balance Sheet
1973 1972

CURRENT ASSETS
($ thousands)

C a s h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .
Accounts R eceivable-
Trade C u s to m e rs -le s s  allowance of

$3,169 $2,571

$70,000 and $50,000 . . . . . . . . . . . . . . . . . . . . . . . . .
C ontracts R e ce iva b le -C u rre n t (note 4 ) -

22,953 18,050

Long-Term  Leases . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,719 2,778
Installm ent S a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,477 2,241

Inventories, at firs t-in , firs t-o u t c o s t . . . . . . . 26,212 16,031
P re p a ym e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,580 1,104

Total Current Assets...................................
OTHER RECEIVABLES 
C ontracts Receivable (note 4 ) -

$65,110 $42,775

Long-term  Leases. . . . . . . . . . . . . . . . . . . . . . . . . . . . . $23,817 $17,906
Installm ent S a le s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

Jo in t Venture Notes, 7% due in 1975-1976
7,988 2,506

(note 8 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 62 280
$31,867 $20,692

Note 4: Contracts receivable—  Operating revenues 
include $8,868,000 in 1973 and $7,677,000 in 1972, for 
process control systems installed under long-term lease 
agreements of five to ten years. These agreements have 
been accounted for under the financing method using 
discount rates in excess of the company’s cost of bor
rowed funds, and, commencing in 1971, without consid
ering residual values. Operating revenues also include 
$8,898,000 in 1973 and $3,587,000 in 1972 for systems 
installed under installment sales agreements of varying 
lives from six months to six years.

Contracts receivable are presented net of unearned 
interest and service charges. The payments are reported 
for income tax purposes in the year received and a pro
vision has been made for deferred income taxes. Sys
tems are generally s ubject to an evaluation period (nor-

-  MULTIGRAPH CORPORATION (JUL)

Consolidated Balance Sheet
Lease C ontracts Receivable, due after one year, less 

unearned finance c h a rg e s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $15,930,000
Financial Review and Summary of Accounting Poli

cies
Equipment Leasing Agreements- Under the Compa

ny’s method of accounting, machines leased under cer
tain long-term leases are treated as sales and the trad
ing profit is recognized currently in the income state
ment. Related finance charges are taken into income 
over the life of the leases. However, for federal income 
tax purposes, the Company has adopted the installment 
method of reporting income so that lease receipts are 
not taxed until the year received.

Net sales derived from leases treated as explained 
above were $7,386,000 in 1973 and $11,316,000 in 1972. 
F i n a n c e  i n c o m e  f rom such leases a m oun te d  to 
$3,125,000 in 1973 and $3,182,000 in 1972.

O perating  and F inanc ing  M ethods

AMPEX CORPORATION (APR)

Summary of Accounting Policies
Lease Accounting- The operating method is used 

for computer peripheral equipment leases in which the 
present value of lease rentals does not equal normal 
selling price (rentals are recorded monthly as income). 
When the present value of lease rentals exceeds the 
normal selling price, the finance method is used (pres
ent value of total rentals is recorded as a sale). The cost 
of computer peripheral equipment on operating leases 
is fully depreciated over three and four years by the 
straight line method.

mally six months) during which time the customer may 
return the system and cancel the contract without pen
alty. Reserves of $500,000 in 1973 and $300,000 in 1972 
have been provided for any losses which may be in
curred as the result of such returns.

Contracts receivable excluding reserves are summa
rized below:
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CODEX CORPORATION (SEP)

Balance Sheet
CURRENT ASSETS:
Lease Receivables, due w ith in  one year, net o f de

ferred finance incom e of $197,500 in 1973 and $76,700
in 1972 (Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $2,272,569

LEASE RECEIVABLES, due after one year, net o f de
ferred finance incom e of $51,100 in 1973 and $20,200 
in 1972 (Note 1 ) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 976,488

EQUIPMENT LEASED TO OTHERS, at cost, less am or
tization of $636,800 in 1973 and $460,800 in 1972 
(N o te  1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $1,491,866
Note 1 (in part): Summary of Accounting Policies
Lease Accounting -  The Company accounts for com

mercial leases with a noncancelable term of two years 
or more by reporting as sales the discounted amount of 
future lease payments and reporting as cost of sales the 
cost of the equipment. Deferred finance income appli
cable to these leases is being recognized over the lease 
terms using the sum-of-the-months-digits method. The 
Company does not assign a residual value to such 
equipment.

The Company accounts for all other leases under the 
operating method by recognizing revenues over the 
lease term and by depreciating the leased equipment 
over its estimated useful life.

CONTROL DATA CORPORATION (DEC)
($ thousands)

LONG-TERM CONTRACTS RECEIVABLE, LESS CUR
RENT PO R TIO N . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $98,912

PROPERTY, PLANT AND EQUIPMENT, AT COST
L a n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,923
B uild ings and im p ro v e m e n ts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  86,070
M achinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  148,836
Leased and data centers com puting  e q u ip m e n t.....  441,969

683,798
Less accum ulated depreciation
Build ings, m achinery and e q u ip m e n t. . . . . . . . . . . . . . . . . . . .  115,768
Leased and data centers com puting  e q u ip m e n t.. . . .  186,778

302,546
Net property, p lant and e q u ip m e n t. . . . . . . . . . . . . . . . . . . . . . .  381,252

Significant Accounting Policies
Lease Revenues and Lease C osts- Non-cancellable 

long-term lease contracts which are in substance equiv
alent to installment sales are accounted for as outright 
sales, at the discou nted present value of rentals to be 
collected, less provision for other costs to be incurred 
over the lease period. The related cost of the leased 
equipment is charged to cost of sales. Other lease con
tracts are accounted for as operating leases and rentals 
are included in rental revenue over the terms of the 
leases.

Allocated portions of certain product and software 
development costs, systems application costs and mar
keting expenses related to the acquisition of operating 
leases are deferred for amortization over a three-year 
period. Unamortized deferred costs related to leases 
cancelled or converted to sale prior to expiration of the 
three-year period are charged to cost of sales.

ACF INDUSTRIES- INCORPORATED (DEC)

Consolidated Balance Sheet
1973 1972

($ thousands)
PROPERTY, PLANT AND EQUIPMENT, AT 

C O S T -N O T E  3
L a n d . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $6,342 $6,146
M anufacturing fa c il it ie s . . . . . . . . . . . . . . . . . . . . . . . .  133,230 116,777
Specialized railroad cars leased to others 

and repair service fa c ilit ie s . . . . . . . . . . . . . . . .  471,762 439,625
611,334 562,548

L e ss-A ccu m u la te d  d e p re c ia tio n . . . . . . . . . . . .  246,266 228,191
365,068 334,357

NET RECEIVABLE FROM FINANCE LEAS
IN G -N O T E  3 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12,468,000 13,007,000

Note 1 (in part): Major Accounting Policies
Railroad Car Leasing- Most of the Company’s 

specialized railroad cars are leased to industrial cus
tomers under full operating leases. Revenue is recog
nized as it accrues over the life of the lease. The cost in
curred in the manufacture of the cars is capitalized and 
is depreciated over the estimated useful life of the cars. 
Maintenance and repair costs are charged to expense 
as incurred.

Certain leased railroad cars manufactured by the 
Company in 1971 and 1972 have been recorded under 
the financing method of accounting. The Company rec
ognized in both years the applicable manufacturing rev
enues, costs and profit and recorded the aggregate 
rental receivable net of the amount of unearned financ
ing charges. The unearned financing charges are to be 
recognized in decreasing amounts which will provide a 
level rate of return on the unrecovered investment.

Note 3: Net Receivable From Finance Leasing of Rail
road cars— Certain leased railroad cars manufactured 
by the Company in 1971 and 1972 have been recorded 
under the financing method of accounting. The Compa
ny recognized in those years the applicable manufactur
ing revenues, costs and profit and recorded the aggre
gate rental receivable net of the amount of unearned fi
nancing charges. The unearned financing charges are 
to be recognized in decreasing amounts which will pro
vide a level rate of return on the unrecovered invest
ment.

DECEMBER 31 

1973 1972
Aggregate rental rece iva b le . . . . . . . . . . . . . . . . . . .  $28,064,000 $29,884,000
,Unearned financ ing  c h a rg e s . . . . . . . . . . . . . . . .  (15,057,000) (16,389,000)
Net receivable from  finance le a s in g . . . . . . .  13,007,000 13,495,000
Portion to  be recovered w ith in  one y e a r .. (539,000) (488,000)
Balance receivable in installm ents th rough 

1992 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $12,468,000 $13,007,000
The estimated residual value, $758,000, of these rail

road cars is included with specialized railroad cars 
leased to others.
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Section 4: Stockholders’ Equity

This section reviews the presentation of transactions, other 
than net income (loss) for the year, affecting the stock
holders’ equity accounts.

TA B LE 4-1: P R E S E N TA TIO N  O F R ETA IN ED  
EA RNING S TR A N S A C T IO N S

RETAINED EARNINGS
Combined statement of income and 

retained earnings (*53, 55, 56)

1973

185

1972

199

1971

209

1970

227

PR ESE N TA TIO N  O F C H A N G ES IN R ETA IN ED
Separate statement of retained 

earnings (*118, 123, 134, 153) 199 206 222 238

EA RNING S

Table 4-1 shows the manner in which changes in retained

Combined statement of retained 
earnings and additional capital 
and/or capital stock (*57, 58, 
64).............................................. 209 190 164 132

earnings are presented. Examples of statements of retained Changes shown in balance sheet... 5 5 3
earnings follow. Total Companies......................... 600 600 600 600

C om bined S tatem ent o f Incom e and Retained  
Earnings

ALLIED MILLS, INC. (MAR)

Consolidated Statem ent o f Earnings and Retained
Earnings

1973 1972
Net sales ........................................ $347,957,000 $364,286,000
Costs and expenses:

Cost of sales............................... 303,538,000 323,571,000
Selling and administrative.......... 27,842,000 34,154,000
Interest ...................................... 3,233,000 3,085,000
Provision for closing of facilities 4,157,000
Other— net ................................ (59,000) 114,000

338,711,000 360,924,000
Earnings before income foxes....... 9,246,000 3,362,000
Provision for income taxes:

Current ...................................... 5,600,000 1,083,000
Deferred ..................................... (1,235,000) 293,000

4,365,000 1,376,000
Net earnings ............................. 4,881,000 1,986,000
Retained earnings at beginning of

period ......................................... 51,045,000 51,105,000
Cash dividends (56¼c per share in

1973 and 75c in 1972) ............ (1,527,000) (2,046,000)
Retained earnings at end of

period.................................. $ 54,399,000 $ 51,045,000
Net earnings per share .............. $1.80 $.73

*Refer to Company Appendix Section.

S eparate S tatem ent o f R etained Earnings

THE MAYTAG COMPANY (DEC)

Statement of Consolidated Retained Earnings
1973 1972

Retained earnings at beginning of
($ thousands)

year............................................ $62,380 $52,474
Net income for the year................ 29,394 27,993

Cash dividends— (1973— $1.50 a
91,774 80,467

share; 1972— $1.35 a share) . 20,080 18,087
Retained earnings at end of year... $71,694 $62,380
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C om bined S tatem ents  o f R etained Earn ings and  
C ap ita l A ccounts

AIR PRODUCTS AND CHEMICALS, INC. (SEP)

Changes in Shareholders’ Equity
Common 
Stock $1

Par Value Capital in 
(Number Excess of Retained 

of Shares) Par Value Earnings 
(Amounts in Thousands) 

6,019 $82,211 $ 80,326
18,334

Balance, beginning of year 1972.
Net Income...................................
Cash Dividends

Convertible Preferred Stock ... 
Common Stock, 10c per share 

Shares issued for;
2% Stock Dividend, at quoted 

market price, less cost of
issue.....................................

Conversion of 41,600 shares of
Preferred Stock...................

Stock Options...........................
Treasury shares issued at market 

price for:
Employees Savings and Stock 

Ownership Plan— Savings
Years 1971 and 1972 .......

Incentive Compensation Plan ..
Miscellaneous...............................
Balance, beginning of year 1973.
Net Income...................................
Cash Dividends

Common Stock, 15c per share 
Shares issued for;

2% Stock Dividend, at quoted 
market price, less cost of
issue.....................................

Two-for-one stock split..........
Stock Options...........................

Treasury shares issued at market 
price for:

Employees Savings and Stock 
Ownership Plan— Savings
Year 1973............................

incentive Compensation Plan ..
Miscellaneous .............................
Balance, end of year 1973 

($63,000,000 of Retained 
Earnings restricted) (Nate 2)

(74)
(1,237)

123 7,552 (7,709)

109
14

16
3
8

6,292

126
6,438

28

12
2
5

(68)
523

887
167
(8)

91,264 89,640
24,059

9,177
(6,438)

821

466
152
(31)

(1,927)

(9,336)

BROWN GROUP, INC. (OCT) 

Consolidated Stockholders’ Equity
Year Ended

November 3, October 28,
1973 1972

COMMON STOCK
(53 weeks) (52 weeks)

Balance at beginning of year .......
Par value of shares sold under stock

$ 28,387,275 $ 28,420,991

option plans— Note C ...............
Par value of shares purchased for 

treasury— 305,200 in 1973

116,486 32,250

and 23,300 in 1972 ................ (1,144,500) (87,375)
Other............................................... 22,943 21,409
Balance at end of year .............. $ 27,382,204 $ 28,387,275
ADDITIONAL CAPITAL  
Balance at beginning of year.........
Excess of proceeds over par value 

of Common Stock sold under

$ 14,081,522 $ 13,959,463

stock option plans ...................
Charge attributable to Common

580,464 174,738

Stock purchased for treasury... (576,247) (43,202)
Other............................................... (22,943) (9,477)
Balance at end of year ..................
RETAINED EARNINGS

$ 14,062,796 $ 14,081,522

Balance at beginning of year ........ $138,985,087 $128,265,637
Net earnings ..................................
Cash dividends paid: 1973—  

$ 1 .5 2 ½ a share; 1972—

24,582,098 22,754,659

$1.50 a share .........................
Charge attributable to Common

(11,329,225) (11,367,075)

Stock purchased for treasury .. (6,923,135) (668,134)
Balance at end of year.................... $145,314,825 $138,985,087

12,903 $95,411 $102,436
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EMERSON ELECTRIC CO. (SEP)

Consolidated Statement o f Stockholders’ Equity

Preferred
Stock

Common
Stock

Additional
Paid-in
Capital

Retained
Earnings

Treasury
Stock Total

Year ended September 30, 1973 
Balance at beginning of year..................... $8,275 47,283

($ Thousands)

12,637 337,134 (5,241) 400,088
Add (deduct):
Net earnings............................................... __ __ 75,873 __ 75,873
Stock options exercised............................. — 99 2,453 — 128 2,680
Preferred stock conversions...................... (4,789) 2,682 2,107 — — —
Expenses of common stock split................ — — (153) — — (153)
Stock issued by pooled companies prior to 

combination........................................... 66 574 — - 640
Cash dividends:

Preferred stock— $.90 per share......... (2,572) (2,572)
Common stock— $.62½ per share........ — — — (29,498) — (29,498)
By pooled companies prior to 

combination........................................ _  (379) __ (379)
Balance at end of year............................... $3,486 50,130 17,618 380,558 (5,113) 446,679

Year ended September 30, 1972 
Balance at beginning of year:
As previously reported............................... $8,584 22,963 33,741 291,324 (5,288) 351,324
Adjustments:

Common stock split................................ 22,963 (22,963) - . — —
Poolings of interests............................... — 1,119 174 9,676 — 10,969

As restated.................................................. 8,584 47,045 10,952 301,000 (5,288) 362,293
Add (deduct):
Net earnings............................................... _ — .. . 66,867 _ 66,867
Stock options exercised............................. — 65 1,549 — 55 1,669
Preferred stock conversions...................... (309) 173 136 — — —
Cash dividends:

Preferred stock— $.90 per share......... _ (3,014) - - - (3,014)
Common stock— $.59½ per share....... — — — (26,975) — (26,975)
By pooled companies prior to 

combination........................................ _ (744) — (744)
Treasury stock acquired............................. — — — — (8) (8)
Balance at end of year......................... $8,275 47,283 12,637 337,134 (5,241) 400,088



326 Section 4: Stockholders’ Equity

217 1,834

862

(4,100)

936
52,610

LIBBEY-OWENS-FORD COMPANY (DEC)

Statement of Consolidated Shareholders’ Equity
Additional

Preferred Common Paid-in Retained
Stock Stock Capital Earnings

($ Thousands)
Balance at January 1, 1972 $53,579 $53,685 $4,498 $221,634
Issuance of 5,267 preferred 

shares and 43,396  
common shares under 
employee stock option
plans...............................  202

Conversion of 7 preferred 
shares into 10 common
shares............................  —

Charges arising from pur
chase of 97,654 pre
ferred shares.................. (3,762)

Issuance of 172,300 com
mon shares in acquisi
tions —  Note B.............

Net earnings for the year...
Cash dividends paid:

Common stock— $2.15 a
share............................

Preferred stock— $4.75 a
share............................

Balance at December 31,
1972.......................  50,019

Issuance of 41,824 common 
shares under employee
stock option plans.........

Conversion of 48 preferred 
shares into 72 common
shares............................  (1)

Charges arising from pur
chase of 148,933 pre
ferred shares.................. (5,738)

Charges arising from pur
chase of 46,812 common
shares ............................

Net earnings for the year...
Cash dividends paid:

Common stock— $2.50 a
share............................

Preferred stock— $4.75 a
share............................

Balance at December 31,
1973..........................  $44,280

(23,320)

(6,436)

54,764 6,332 241,324

209 1,630

(5,741)

(234) (33) (1,295)
62,210

(27,412)

(5,710)

$54,739 $7,930 $263,376

MEREDITH CORPORATION (JUN)

Statement of Consolidated Stockholders’ Equity
1973 1972

($ Thousands)
COMMON STOCK:
Beginning of year............................ $14,058 $14,234
Treasury stock adjustment (Note 5) — (372)
Shares issued during year (Note 5) 290 196
End of year............................... 14,348 14,058
ADDITIONAL PAID-IN CAPITAL: 
Beginning of year............................ 3,426 4,679
Treasury stock adjustment (Note 5) — (2,036)
Excess of proceeds on shares issued 

over par value (Note 5)............ 775 783
End of year............................... 4,201 3,426
RETAINED EARNINGS (NOTE 4): 
Beginning of year............................ 45,852 44,826
Deduct adjustment for conversion of 

50 percent owned company to 
equity basis (Note 3 )................ (473)

Beginning of year as adjusted....... 45,852 44,353
Net earnings (loss)......................... (8,527) 3,455
Dividends paid— 70 cents per share (1,990) (1,956)
End of year............................... 35,335 45,852
Total Stockholders' Equity............ $53,884 $63,336

D IV ID EN D S

Tables 4-2 and 4-3 show the number of companies paying 
cash dividends and Table 4-4 shows the number of com
panies distributing stock dividends. As indicated in Tables
4-2 and 4-3, most companies paying cash dividends disclose 
the per share amount of such dividends in the statement of 
retained earnings.

Chapter 7B of ARB No. 43 discusses the accounting for 
stock dividends. APB Opinion No. 15 refers to Chapter 7B 
and states in part:

48. Stock dividends or splits. If the number of com
mon shares outstanding increases as a result of a 
stock dividend or stock split or decreases as a result of 
a reverse split, the computations should give retroac
tive recognition to an appropriate equivalent change in 
capital structure for all periods presented. If changes in 
common stock resulting from stock dividends or stock 
splits or reverse splits have been consummated after 
the close of the period but before completion of the 
financial report, the per share computations should be 
based on the new number of shares because the read
ers’ primary interest is presumed to be related to the 
current capitalization. When per share computations 
reflect such changes in the number of shares after the 
close of the period, this fact should be disclosed.

Examples of cash and stock dividend presentations follow.
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TABLE 4-2: DIVIDENDS ON COMMON STOCK

Nature of Dividend*
Cash dividends— per share amount 

disclosed in statement of re
tained earnings (*191 , 463,

1973 1972 1971 1970

7 6 6 ) ..............................................
Cash dividends— per share amount

426 421 417 429

not disclosed in statement of re
tained earnings...........................

Dividends of pooled companies
78 73 78 87

(*32, 286, 333 )......................... 19 18 22 39
Stock dividends................................. 40 48 44 51
Dividends in k in d ..............................
Dividends or distributions to com

mon stockholders...................

1

564

4

564

2

563

2

608

Number of Companies
Making payments or distributions to

common stockholders.................. 513 512 514 532
Payments by pooled companies only 
No payments or distributions to

— — 2 1

common stockholders.................. 87 88 84 67
Total ....................................... 600 600 600 600

TABLE 4-3: DIVIDENDS ON PREFERRED STOCK
1973 1972 1971 1970

Full dividend paid-per share amount 
disclosed in statement of re
tained earnings (*413 , 415,
7 5 3 ) ..............................................  166 176 165 175

Full dividend paid-per share amount 
not disclosed in statement of re
tained earnings...........................  63 72 86 85

Dividends in arrears.........................  7 8 7 6
Dividend not cu rren tly  payable

(newly-issued) ...........................  —  2 1  2
Number of companies with preferred

stock outstanding...................  236 258 259 268

* Refer to Company Appendix Section.

*Refer to Company Appendix Section. H. J. HEINZ COMPANY (APR)

Cash Dividends

ARMSTRONG CORK COMPANY (DEC)

RETAINED EARNINGS
Amount at beginning of y e a r.........
Net earnings for the year................

Deduct dividends:
P re fe rred  stock— $ 3 .7 5  per

share...........................................
Voting preferred stock: 1973 —  

$.59375 per share; 1972
—  $2.375 per sha re .........

Common stock: 1973— $.82 per 
share; 1972— $.80 per share

Amount at end of year................

1973 1972
($ Thousands)

$329,341
55,733

385,074

443

59

21,098

21,600
$363,474

$308,769
41,761

350,530

443

238

20,508

21,189
$329,341

Statements of Consolidated Additional Capital and Re
tained Earnings

1973 1972
RETAINED EARNINGS
Amount at beginning of year, as

previously reported..................... $274,409,817
Prior years' adjustment (Note 3 )...  (2,565,000)

Amount at beginning of year, as
adjusted........................................ 271,844,817

Add Net income for the ye a r.......... 21,552,285

293,397,102
Deduct Dividends paid:

On preferred stock:
3.65%  series...........................  112,800
$3.50 series............................. 52,213

165,013
On common stock, $1.05 per 

share
($1.01 in 1972)......................  15,813,928

15,978,941
Amount at end of year................  $277,418,161

$247,485,619
(2,565,000)

244,920,619
42,286,568

287,207,187

119,423
64,462

183,885

15,178,485

15,362,370
$271,844,817
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UTAH-IDAHO SUGAR COMPANY (FEB)

Statements o f Consolidated Earnings and Earnings Re
tained for Use in the Business
Net Earnings..................................... $ 1,107,750 $ 2,517,094
Earnings Retained for Use in the 

Business
Dividends paid on Preferred Stock:

Class A— $1.265 per share in 
1973 and $.6325 per share in
1972.......  124,501 62,251

Class B— $.6325 per share......  62,254
Earnings Available to Common Stock 920,995 2,454,843
Amount at beginning of year......... 30,131,570 29,534,009

31,052,565 31,988,852
Dividends paid on Common 

Stock— $.80 per share each
year............................................  1,855,469 1,857,282

Amount at End of Year...............  $29,197,096 $30,131,570

Financial Review
Discontinued operations— Effective May 31, 1973, Gable 

distributed as a dividend to its shareholders (on a pro rata 
basis) 100% of the stock in its wholly-owned subsidiary, 
Fuqua Television, Inc. The dividend was charged to retained 
earnings, based on the net carrying amount of the subsidiary 
at the effective date. Net income of Fuqua Television, Inc. 
has been included in the consolidated results of operations 
through May 31 , 1973. If the dividend had been distributed as 
of July 1, 1971, Gable’s sales and revenues, net income, 
primary income per share and fully diluted income per share 
would have been $160,162,000; $5,236,000; $2.17 and 
$2.04 for 1973 and $86,781,000; $3,839,000; $1.90 and 
$1.70 for 1972, respectively.

D ividends in Arrears

ARDEN-MAYFAIR, INC. (DEC)

D ividend in Kind

GABLE INDUSTRIES, INC. (JUN)

Statement of Changes in Consolidated Stockholders’ 
Equity

Common 
Stock $1

Additional
Paid-In Retained

Par Value Capital Earnings

Balance at July 1, 1971............. $1,380
($ Thousands) 

$1,060 $4,114
Net income for year..................... — — 4,315
Additional shares issued resulting 

from the merger of Central 
Foundry and Fuqua National.. 512 7,927

Fair value of shares issued for 
purchased business................ 222 4,860

Conversion of 8 % Convertible 
Subordinated Debentures....... 150 2 ,1 0 0

Other ............................................ — ( 12) (88 )
Balance at June 30, 1972......... 2,264 15,935 8,341
Net income for year..................... — — 5,792
Fair value of shares issued for 

purchased business................ 250 2,269
Retirement of shares held in 

treasury.................................. (212 ) (3,789)
Net carrying amount of capital 

stock of Fuqua Television, Inc. 
distributed as a dividend ...... (1,832)

Fair value of additional shares is
sued based on earnings of ac
quired businesses................... 59 932

Conversion of 5% Convertible 
Subordinated Debentures....... 55 736

Common Stock sold under Stock 
Option Plan............................. 30 307

Fair value of warrants issued with 
8 ½ % Senior Subordinated 
Notes...................................... 675

Other.............................................. 14 286
Balance at June 30, 1973......... $2,460 $17,351 $12,301

Notes to Financial Statements
Note 3 (in part): Long Term Insurance Loans and 6% Sub

ordinated Income Debentures— The most restrictive cove
nants of the loan agreements and debenture indenture per
tain to restrictions on retained earnings for payment of cash 
dividends, acquisition of any class of the Company’s stock, or 
payment of principal or interest on the debentures. There was 
no retained earnings available for such acquisitions or pay
ments at December 29, 1973. The Company would be re
quired to have $3,189,385 of retained earnings in order to be 
able to pay interest and dividends that were in arrears on that 
date, without restriction. The arrearages of interest that was 
due September 1, 1973 and of quarterly preferred stock div
idends that were scheduled for payment on September 1, 
1973 and December 1, 1973 but were not declared, 
amounted to $657,006 and $218,710 ($1.50 per share of 
Preferred stock), respectively.

GENERAL REFRACTORIES COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 7: Capital Stock— The first series preferred shares 

are convertible into five common shares and are redeemable 
at the Company’s option. Liquidation and redemption value is 
$105 per share, plus accumulated and unpaid dividends. As 
of December 31, 1973, three quarterly dividend payments 
amounting to $3.75 per share or $196,000 in the aggregate 
were unpaid. An annual contribution of approximately 
$650,000 to a sinking fund for redemption of the preferred 
shares is required except that such contribution shall be re
duced by an amount equal to the redemption price of shares 
redeemed, reacquired or converted into common stock of the 
Company. Redemptions and acquisitions eliminated the 
need for a contribution in 1973. At December 31, 1973, suffi
cient preferred shares had been converted or reacquired to 
reduce the required annual contribution for 1974 to approxi
mately $210,000.

During 1973, 5,599 preferred shares were repurchased 
under a tender offer and other transactions for $299,000. The 
preferred shares acquired during 1973, along with the 6,000 
common shares acquired previously at a cost of $84,000, are 
currently held in the Company’s treasury.
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LYKES-YOUNGSTOWN CORPORATION (DEC)

Notes to Financial Statements
Note 10 (in part): Capital Stock and Stock Options— The 

Series A convertible preferred stock has a $2.50 annual 
cumulative dividend, is subject to redemption after June 1, 
1974, at amounts ranging from $62.50 to $60.00 per share 
plus accrued dividends and is convertible into common stock 
on a basis of 1 share of preferred for 1.94 shares of common 
stock.

The $4 Series convertible preferred stock has a $4 annual 
cumulative dividend, is subject to redemption at amounts 
ranging from $167.66 to $166.66 per share plus accrued div
idends and is convertible into common stock on a basis of 1 
share of preferred for 3.885 shares of common stock.

After payment of the dividends on January 15, 1974, 
cumulative dividends of $20,336,000 and $192,000 ($3.75 
and $6.00 per share) were in arrears for the Series A and $4 
Series cumulative convertible preferred stock, respectively.

TA B LE  4-4: STO C K D IV ID E N D S -P E R C E N T
1973 1972 1971

5% or less....................................... 33 48 41
More than 5% but not more than

10% ........................................... 5 —  1
More than 1 0 % .............................. 2 —  2
Total .......................................  40 48 44

1970
49

51

Notes to Financial Statements
Note 7-Common Stock— The changes in common stock 

are as follows:
1973 1972

Balance, beginning of year............ $ 891,931 $856,969
Par value of shares issued on con

version of $16,000 face value
of subordinated debentures......  —  963

Par value of shares issued on 4%
stock dividends.........................  $35,310 33,999

Par value of shares issued on 10%
stock dividend............................  92,297 —

Balance, end of year................... $1,019,538 $891,931
Since the par value of the common stock is $1.00 a share, 

the above analysis of changes also shows the changes m the 
number of shares issued.

S tock D ividends

ABERDEEN M ANUFACTURING CORPORATION  
(DEC)

C onsolidated S tatem ent o f A dditional Pa id-In  C apital 
an d  R etained  Earnings

ADDITIONAL PAID-IN CAPITAL:
1973 1972

Balance, beginning of year............
Excess of fair market value of stock 

dividends distributed (14% in 
1973 and 4% in 1972) over par

$3,535,032 $3,086,529

value of shares issued.............
Amount in excess of par value of 

common stock upon conversion 
of $16,000 of convertible sub
ordinated debentures, less cash

1,116,058 433,487

paid for fractional shares......... — 15,016
Balance, end of year...................
RETAINED EARNINGS:

$4,651,090 $3,535,032

Balance, beginning of year............ $5,899,103 $4,899,594
Net income for the year................ 1,799,932 1,824,040
Total .......................................
Less: Cash dividends— 42½ c  a 

share in 1973 and 40c a share

7,699,035 6,723,634

in 1972......................................
Fair market value of stock dividends 

distributed (14% in 1973 and 
4% in 1972) plus cash paid in

399,776 353,200

lieu fractional shares................ 1,251,471 471,331
1,651,247 824,531

Balance, end of year................... $6,047,788 $5,899,103

BLISS & LAUGHLIN INDUSTRIES INCORPORATED 
(DEC)

C onsolidated Statem ents o f A dditional C apita l an d  R e
ta ined  Earnings

1973 1972
ADDITIONAL CAPITAL:
Balance at beginning of year......... $ 7,920,205 $ 7,413,526
Add (Deduct):
Market value in excess of par value 

of common stock issued in pay
ment of 10% common stock
dividend..................................... 4,109,602 —

Principal amount of convertible de
bentures in excess of par value 
of common stock issued upon
conversion (Notes 4 and 6 )......  —  522,500

Other, net........................................ (37,665) (15,821)
Balance at end of year.......................  $11,992,142 $ 7,920,205
RETAINED EARNINGS:
Balance at beginning of year.........  $38,325,238 $35,099,750
Add (Deduct):
Net income......................................  8,205,471 6,078,108
Cash dividends paid ($.98 per share 

in 1973 and $.91 per share in
1972).........................................  (3,054,571) (2,852,620)

10% Common stock dividend.......  (4,838,775) —
Balance at end of year (Note 3)... $38,637,363 $38,325,238
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Notes to Consolidated Financial Statements 
Note 6: Common stock transactions were as follows:

Shares
1973 1972

Issuance of previously unissued
common stock:

For conversions of 5¾%  conver
tible subordinated debentures 31,460

To employees under a stock op
tion plan.......... ........................ 319

10% stock dividend..................... 291,668 —
Acquisition of treasury s tock.......... 39,469 14,135

T h ro u g h o u t th e  1973  a n n u a l re p o rt p rio r y e a rs ’ re fe re n c e s  
to  n u m b e rs  o f s h a re s  and  a m o u n ts  p e r sh a re  h ave  b een  
re s ta te d  to  re fle c t th e  10%  s to c k  d iv id en d .

ELECTRIC HOSE & RUBBER COMPANY (AUG)

Statem ents o f R eta ined  Earnings
1973 1972

Balance at beginning of ye a r..........
Add (deduct)

$10,169,000 $10,522,300

Net income.....................................
Dividends

1,378,600 377,100

Cosh— $ .3 0  per shore in 
1973.......................................... (436,400)
Stock— Note 8 ......................... (219,300) (730,400)

Balance at end of year................ $10,891,900 $10,169,000

Note 8: Capital Stock and Stock Dividends— The Board 
of Directors has the authority to issue the authorized unis
sued preferred stock at its discretion with preferences and 
rights and at prices which it deems appropriate.

During the two years ending August 31, 1973, four stock 
dividends of two percent each were declared by the Board of 
Directors on the issued common stock of the Company, in
cluding common shares held in the treasury. The following 
summarizes the capitalization of retained earnings in each 
year based on fair values at dates of declaration:

1973 1972
Number of tw o  percent stock

dividends......................................  One Three
Number of shares issued.................. 30,247 87,229
Capitalization of retained earnings.
Common stock, $5 par value.......... $151,300 $436,100
Capital in excess of par value........  68,000 294,300

$219,300 $730,400

CONAGRA, INC. (JUN)

C onsolidated S tockholders’ Equity
1973 1972

PREFERRED STOCK:
Beginning of year..............................  $ 4,619,150 4,621,650
Retirements........................................ (6,400) (2,500)

End of year...............................  4,612,750 4,619,150
COMMON STOCK:
$5 par value per share. Authorized 

5 ,0 0 0 ,0 0 0  shares; issued 
2,954,591 shares (2,811,099 
in 1972), including 264 shares 
held in treasury:

Beginning of year..............................  14,054,175 13,230,390
5%  stock dividend 140,542 shares

(132,304 in 1972)..................... 702,710 661,520
Shares issued in acqu is ition ,

3 2 ,7 1 7 .........................................  —  163,585
Exercise of stock options, 2 ,950

shares...........................................  14,750 —
Treasury stock acquired, 264 shares —  (1,320)

End of year...............................  14,771,635 14,054,175
ADDITIONAL PAID-IN CAPITAL:
Beginning of year..............................  10,516,427 9,192,435
Excess of fa ir market value over par 

value of common stock issued as
a stock dividend.........................  1,247,310 1,157,655

Excess of fair market value over par 
value of stock issued in acquisi
tion of a subsidiary..................... —  167,511

Excess of issue price over the par 
value of stock issued under
stock option p la n ........................  15,519 —

Excess of cost over par value of
treasury shares required...........  —  (1,174)

End of year...............................  11,779,256 10,516,427
RETAINED EARNINGS:
Beginning of year..............................  10,700,875 11,094,257
Net earnings......................................  6 ,062,928 3,060,115
Cash dividends declared:

Preferred stock, all classes, cash (257,517) (257,620)
Common stock:
Cash— $.495 per share ($.50 in

1972).........................................  (1,444,545) (1,376,698)
Stock— 5% , at fa ir market value

at date of declaration............. (1,950,020) (1,819,179)

End of year...........................  13,111,721 10,700,875
Total Stockholders' Equity............ $44,275,362 39,890,627
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HYGRADE FOOD PRODUCTS C O R PO R ATIO N  
(OCT)

Statement of Consolidated Retained Earnings
1973 1972

Balance at beginning of ye a r.......... $ 9,215,556 $ 6,191,036
Net earnings for the year................ 6 ,099,692 4,963,072

15,315,248 11,154,108
Dividends paid:
Preferred stock;

Series A— $4 a share.................. 22,294 22,756
Series B— $5 a share.................. 45,905 50,056

Preference stock—  Series A—  $4 a
share..............................................  149,995 198,151

Stock dividend— 5%:
Market value of 50,512 common

shares issued (48,220 in 1972) 1,205,974 1,657,562
Cash in lieu of fractional shares... 13,751 10,027

1,437,919 1,938,552
Balance at end of year................  $13,877,329 $ 9,215,556

Statement of Consolidated Other Capital
1973 1972

Balance at beginning of ye a r.......... $13,128,388 $13,921,803
Excess of proceeds over par value 

of common shares issued 
under restricted stock option
agreements................................ —  38,500

Excess of m arket value of 5%  
common stock dividend over par 
value of 50,512 shares issued
(48,220 in 1972)........................ 953,414 1,416,462

Excess of par value over cost of pre
ferred stock, Series A, pur
chased and retired (208 and 
132 shares in 1973 and 1972,
respectively)................................ 11,491 7,260

14,093,293 15,384,025
Preference stock conversions, in

cluding cash inducements.......... —  2,170,491
Preference stock redemptions 

Excess of cost over par value of 
4 ,0 1 0  shares purchased
(15,040 in 1972)..................... 178,139 718,746

Reversal of 1971 provision for
redemption requirements........  —  (633,600)

Excess of cost over par value of 
5 7 ,7 0 0  common shares
purchased..................................... 931,069 —

1,109,208 2,255,637
Balance at end of year................  $12,984,085 $13,128,388

TABLE 4-5: ADJUSTMENTS TO OPENING  
BALANCE OF RETAINED EARNINGS

1973 1972 1971
Reasons for Adjustment

1970

Poolings of interests......................... 56 67 69 97
Litigation or income tax settlements 
Equity method adopted for invest

ments ...........................................

29

9

26

41

15

56

17

7
Accrual of taxes on undistributed

earnings........................................ 5 19 — —

Consolidation of subsidiaries previ
ously carried at c a s t.................. 5 6 11 11

O th e r....... .......................................... 17 23 20 18
Total Presentations.....................
Manner of Presentation
P rio r yea r's  balance sheet 

restated—  retained earnings 
statem ent shows amount of

121 182 171 150

adjustment.....................................
P rio r yea r's  balance sheet 

restated—  retained earnings

92 127 117 68

statement shows adjusted bal
ance only......................................

P rio r year's  balance sheet nat
26 46 44 79

restated......................................... 3 9 10 3

Total Presentations.....................
Number of Companies

121 182 171 150

Opening balance of retained earn
ings adjusted................................ 106 156 144 132

Opening balance of retained earn
ings not adjusted........................ 494 444 456 468

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

ADJUSTMENTS TO OPENING BALANCE OF 
RETAINED EARNINGS

Certain events of accounting significance necessitate an 
adjustment of the opening balance of retained earnings. 
Such accounting events include certain accounting changes 
described in paragraph 27 of APB Opinion No. 
20-Accounting Changes; changes in a reporting entity be
cause of either a pooling of interests or consolidation of a 
subsidiary previously carried as an investment at cost; adop
tion of the equity method for investments; adoption of policy 
of accruing taxes on undistributed earnings of consolidated 
subsidiaries or investees; correction of an error in prior period 
financial statements; and settlement of litigation, income 
taxes, or renegotiation proceedings. Pertinent authoritative 
pronouncements describing the manner of reporting the 
aforementioned accounting events include Appendix B of 
Opinion No. 20 which pertains to accounting principle 
changes discussed in paragraph 27 of Opinion No. 20; 
paragraphs 56 to 65 of APB Opinion No. 16— Business 
Combinations and paragraph 35 of Opinion No. 20 which 
relate to poolings of interests and consolidation changes, re
spectively; and paragraphs 18 and 26 of APB Opinion No. 
9-Reporting the Results of Operations which relate to the 
equity method, tax accrual on undistributed earnings, correc
tion of an error and litigation, etc. settlements.
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Table 4-5 summarizes both the reasons disclosed by the 
survey companies as to why the opening balance of retained 
earnings was adjusted and the financial presentation of such 
adjustments. Examples of adjustments follow.

C hange in R eporting Entity

RELIANCE ELECTRIC COMPANY 

Statement of Consolidated Stockholder’s Equity
Serial Preferred Stock Common Other Retained

YEAR ENDED OCTOBER 31, 1972:

Series A Series B
(Thousands

Stock 
of Dollars)

Capital Earnings

Balance at November 1, 1971, as previously reported.......
Pooling of interests..............................................................
Cumulative effect of accounting changes..........................

$7,253 $10,536 $16,476
4,859

$3,107 $ 83,384 
8,816 

535
Balance at November 1, 1971, as restated......................
Net earnings............................................................................
Cash dividends:

Series A— $3.00 per share...............................................
Series B— $1.60 per share.................................................
Common— $.70 per share..................................................

Sale of 120 Series A shares, 2,570 Series B shares and

7,253 10,536 21,335 3,107 92,735
15,370

(2,918)
(2,134)
(4,747)

9,455 common shares under option plans......................
Purchase of 5,257 common shares for treasury..................
Issuance of 267,192 common shares on conversion of 

13,350 Series A shares and 125,458 Series B shares and

2 81 23
(13)

124
(2) (114)

other....................................................................................
Dividends of pooled companies before mergers...................

(99) (919) 668 392 9
(171)

Balance at October 31, 1972.................................................

YEAR ENDED OCTOBER 31, 1973:
Net earnings............................................................................
Cash dividends:

Series A— $3.00 per share...............................................
Series B— $1.60 per share.................................................
Common— $.725 per share...............................................

Purchase of 5,600 Series A shares, 39,600 Series B shares

7,156 9,698 22,013 3,621 98,030

23,171

(2,861)
(1,995)
(5,449)

and 7,392 common shores for treasury...........................
Issuance of 173,735 common shares on conversion of 

14,100 Series A shares and 73,121 Series B shares and

(42) (292) (18) (3) (1,241)

other....................................................................................
Dividends of pooled company before merger........................
Adjustment for change in fiscal year of pooled company....

(104) (539) 434 260
(430)
(206)

Balance at October 31, 1973........................................ $7,010 $ 8,867 $22,429 $3,878 $109,019

Notes to Financial Statements
Note B-Acquisitions-In August 1973 the Company ac

quired Lorain Products Corporation for 1,945,759 common 
shares in a transaction accounted for as a pooling of in
terests. For 1973, the fiscal closing of Lorain was changed 
from December to October to conform to that of the Com
pany. The results of operations of Lorain for its year ended 
December 31, 1972 are included in the statement of consoli
dated earnings for the fiscal year ended October 31, 1972. 
Net sales and net earnings of both companies for the periods 
preceding the acquisition were:

Nine months ended July 31, 1973

Net Net
Sales Earnings

(Thousands of Dollars)

(unaudited)
Reliance.................................. $336,060 $14,393
Loraine........................... ......... 20,244 1,174

$356,304 $15,567
1972 fiscal year

Reliance........................ ......... $375,468 $13,849
Lorain .......................... ......... 23,805 1,521

$399,273 $15,370
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In 1972, the Company acquired two companies for 
100,370 common shares in transactions accounted for as 
poolings of interests.

G. D. SEARLE & CO. (DEC)

Consolidated Statement of Shareowners’ Investment

Common
Capital 

In Excess Retained Cost of
Stock of Par Earnings Treasury

(Note 6) Value (Note) Stock
($ Thousands)

Balance at Beginning of 
1972

As previously reported.... $13,502 $ 7,972 $124,851 $(6,582)
Pooling of Will Ross (Note

1) ................................ 1,923 11,937 30,450 —

As restated........................ $15,425 $19,909 $155,301 $(6,582)

Note 1: Merger of Will Ross.— Effective December 31, 
1973, the company exchanged 6,157,000 shares of its com
mon stock for all the outstanding common stock of Will Ross 
Inc. in a merger accounted for as a pooling of interests. Ac
cordingly, the accompanying financial statements for 1973 
include the consolidated financial statements of Will Ross 
Inc. and its subsidiaries for that calendar year. The accom
panying financial statements for 1972 have been restated to 
include the consolidated financial statements of the Will Ross 
companies for their fiscal year ended March 31, 1972. Such 
financial statements exclude the sales ($23,213,000 in 1972) 
but include the losses ($329,000 in 1972) of the Matheson 
Scientific Division, which was sold in February, 1973. The net 
earnings, dividends and other changes in shareowners’ in
vestment of the Will Ross companies between April 1 and 
December 31, 1972, have been recorded directly in the ap
propriate shareowners’ investment accounts.

The accompanying consolidated financial statements in
clude the following amounts for the Will Ross companies for 
periods prior to the date of the merger (in thousands of dol
lars):

The consolidated financial statements of the Will Ross 
companies for the years ended March 31, 1972, and De
cember 31, 1973, were examined by auditors other than Ar
thur Andersen & Co.

The accompanying consolidated statement of earnings in
cludes the following amounts (in thousands of dollars):

Net earnings......................
Cash dividends:

Preferred........................
Common ($.43-1/3 per

share).........................
W ill Ross p rio r to

pooling........................
Common stock issued to: 

Employees upon exer
cise of stock options 

Convert convertible de
bentures and p re 
ferred stock..............

Acquire a company......
Profit sharing plan........

Other....................................

Balance at Beginning of 1973
Net earnings......................
Cash dividends:

Preferred........................
Common ($ .4 5  per

share)..........................
W ill Ross p rio r to

pooling........................
Common stock issued to:

Profit sharing plan........
Employees upon exer

cise of stock options 
Convert convertible de

bentures and prefer
red s tock...................

Will Ross transactions dur
ing period A p ril 1 
through December 31,
1972 (note 1)............

Other....................................

Balance at December 31,
1973 ...........................

48,518

(1,214)

(17,455)

(2,102)

31 1,209

75 3,325
366 (2,065) 2,012
561 483

65 318 188
$15,596 $25,688 $181,171 $(4,087)

59,793

(283)

(18,648)

(2,408)

930 546

20 1,073

543 3,692 34

18 1,640 3,586
23 14 34

$16,200 $33,037 $223,245 $(3,507)

Net sales..........................
Net earnings.....................
Other increases (de

creases) in share- 
owners' investment:

Dividends..........................
Common stock issued on: 

Exercise of stock
options...... ................

Conversion of debt......
Combinations accounted 

for as poolings of in
terests (prior years not 
restated)......................

G. D. Searle & Co. Will Ross Inc. 
Calendar Calendar Calendar Fiscal

1973 1972 1973 1972
$314,885 $271,878 $156,796 $131,053

66,409 53,388 13,156 12,826
52,950 41,891 6,843 6,627

Net sales..................
Earnings before in

come taxes.........
Net earnings............

Year Ended 4/1/72 thru Year Ended
12/31/73 12/31/72 3/31/72

$156,796 $107,899 $131,053
6,843 5,332 6,627

(2,408) (1,746) (2,102)

59 241 149
1,093 1,417 435

71 —  571
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SCOVILL MANUFACTURING COMPANY (DEC)

Consolidated Statement o f Stockholders’ Equity
Preferred 

Stock 
(Cumu
lative) 
$2.50 

Convert
ible 

Series A

Balances at December 26,
1971 —  as previously
reported......................  $25,786

Retained earnings of 
Brazilian subsidiary —
Note B.........................

Balance at December 26,
1971 —  as restated.. 25,786 

Additions:
Stock options exercised 

(Preferred —  1,168  
shares;

Common —  74,386
shares)......................  25

Issuance of 313 ,993  
shares of Common 
Stock upon conversion 
of 128,687 shares of
Preferred Stock..........  (2,863)

Net earnings.....................
Deductions:
Cash dividends declared:

Preferred Stock 
(Cumulative)
$2.50 Convertible
Series A...............

Common stock —
$.725 a share.........

Balances at December 31,
1972 .......................  22,948

Additions:
Stock options exercised 

(Common— 600 shares)
Issuance of 116,518  

shares of Common 
Stock upon conversion 
of 47,754 shares of
Preferred Stock..........  (1,062)

Net earnings.....................
Deductions:
Cash dividends declared:

Preferred Stock (Cumu
lative) $2.50 Con
vertible Series A.

Common Stock —
$.775 a share.........

Acquisition of 5 ,000  
shares of common 
Stock for the treasury.

Balances at December 30,
1973 ................  $21,886

Additional 
Capital 

Paid in by 
Common Stock- 

Stock holders 
($ Thousands)

Retained
Earnings

$40,544 $5,026 $ 82,881

40,544 5,026

1,632

84,513

465 1,116

1,963 900
18,031

42,972 7,042

3 10

728 334

2,680

4,899

94,965

31

$43,672 $7,386

20,453

2,517

5,375

57

$107,469

Note B— As of January 1, 1973 the Company’s Brazilian 
subsidiary was consolidated since management is satisfied 
that economic conditions have reached sufficient stability to 
warrant consolidation. Previously this investment was carried 
at cost and income was recorded to the extent of dividends 
received. The effect of this change was to increase net earn
ings and net earnings per share as follows;

Fiscal Year Ended 
December 30, December 31, 

1973 1972
Net earnings........................................  $1,005,000 $509,000
Net earnings per share of Common

Stock:
Primary...............................................  $.15 $.08
Fully diluted........................................  $.11 $.05

Also, in 1973 the Company acquired an additional 20% 
interest in an Australian subsidiary and commenced 
consolidation of the accounts of this subsidiary. Previously 
this subsidiary was carried at cost plus equity in undistributed 
earnings and, accordingly, net earnings and net earnings per 
share were not affected by this action.

The financial statements for the fiscal year ended De
cember 31, 1972 have been restated for comparative pur
poses.

During 1973 the Company also purchased an interest in 
two small foreign and two small domestic businesses and 
sold a small domestic division. The results of operations of 
these businesses, and the gain on the disposition, are not 
significant in relation to the overall consolidated results.
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TIME INCORPORATED (DEC)

Consolidated Statement of Shareholders’ Equity
Additional Shore-

Common Paid-In Retained holders'
Stock Capitol Income Equity

($ Thousands)
Shareholders' Equity at

December 31, 1971.. $ 7,278 $23,479 $215,509 $246,266
Adjustment for acquisi

tion of Temple Indus
tries, Inc., accounted 
for as a pooling of
interests...................  3,029 22,912 36,038 61,969

Shareholders' Equity as 
Restated at December
31, 1971...............  $10,307 $46,391 $251,547 $308,245

Net income —  $3.07 a
shore.........................  —  —  31,849 31,849

Stock options exercised, 
including stock op
tions of Temple prior
to acquisition............ 61 944 —  1,005

Awards under Temple
stock bonus plan......  —  245 —  245

Dividends paid;
Time Incorporated —

$1.90 a share......  —  —  (13,839) —
Temple prior to

acquisition.............  —  —  (1,646) (15,485)
Shareholders' Equity at

December 31, 1972.. $10,368 $47,580 $267,911 $325,859
Net income —  $4.58 a

share.........................  —  —  47,520 47,520
Stock options exercised, 

including stock op
tions of Temple prior
to acquisition............  13 437 —  450

Awards under Temple
stock bonus plan......  —  218 —  218

Dividends paid:
Time Incorporated —

$1.90 a share......  —  —  (16,794) —
Temple prior to

acquisition.............  —  —  (987) (17,781)
Shareholders' Equity at

December 31, 1973.. $10,381 $48,235 $297,650 $356,266

1973 (First Half) 1972
Revenues Net Income Revenues Net Income 

(in thousands of dollars)
Company................  $278,972 $14,772 $510,983 $22,407
Temple Industries,

Inc........................ 60,462 6,960 99,599 9,613
Intercompany

eliminations........ (901) (82) (2,024) (171)
Combined...............  $338,533 $21,650 $608,558 $31,849

Equity M ethod A dopted

THE GENERAL TIRE & RUBBER COMPANY (NOV)

Statement of Consolidated Earnings
1973 1972

($ thousands)
Balance, beginning of year, as pre

viously reported........................ $368,514 $324,833
Adjustments applicable to prior 

years to reflect adoption of
equity accounting (Note A)........ 15,020 14,080

RKO General, Inc. adjustments
(Note B )..................................... 1,060 1,060

Balance, beginning of year, as
restated...............................  384,594 339,973

Net income......................................  76,846 74,839
461,440 414,812

Cash dividends:
On preference stock at required 

rates—
4.75% series.........................  348 368
$5 series................................  271 281

619 649
On common stock, $1 .05  in 

1973 and $1.00 in 1972, per
share........................................ 21,605 19,296

22,224 19,945
Stock dividends— 2% payable April 

19, 1974 and April 20, 1973 at
approximate market values......  6,540 10,273

28,764 30,218
Balance, end of year................... $432,676 $384,594

Notes to Financial Statements
Acquisitions, Dispositions, and Discontinued Operations 

(in part)-On August 16, 1973, the Company acquired Temple 
Industries, Inc. for 3,082,000 shares of the Company’s com
mon stock in a transaction accounted for as a pooling of 
interests. Accordingly, the consolidated financial statements 
for 1973 include Temple Industries, Inc. for the entire year, 
and 1972 has been restated.

Revenues and net income of the Company and Temple for 
the six months ended June 30, 1973 (unaudited), and the 
year 1972 (Temple had no extraordinary items during these 
periods) were as follows:

Notes to Consolidated Financial Statements 
Note A-Equity Accounting-In 1973, the Company adopted 

the equity method of accounting in accordance with Opinion 
No. 18 of the Accounting Principles Board for investments in 
foreign subsidiaries and associated companies in which the 
Company holds over 20% of the voting securities and exer
cises significant influence. The investments in these com
panies, previously carried at cost, have been adjusted to re
flect the Company’s equity in the underlying net assets ex
cept for companies in countries where there are substantial 
uncertainties as to realization of undistributed earnings be
cause of existing political and economic conditions. The 
latest available unaudited financial statements, generally Au
gust 31, were used to determine the Company’s equity. The
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financial statements of the Company for the prior years have 
been restated to reflect an increase, as of December 1 , 1971, 
in investments $18,093,000, deferred income taxes 
$5,838,000, retained earnings $14,080,000 and other assets 
and liabilities, net $1,825,000. Net income for 1972 was in
creased by $940,000 or $ .05 per share of common stock, 
from the amount previously reported and net income for 1973 
was increased by $1,688,000, or $ .08 per share of common 
stock, as a result of the adoption of equity accounting.

Current assets, current liabilities and long term debt are 
translated at the rate of exchange in effect at the close of the 
period. Other assets and liabilities are translated at the rates 
in effect at the date the asset was acquired or the obligation 
was incurred. Revenues and expense accounts are trans
lated at the weighted average exchange rate in effect during 
the year except for depreciation, which is translated at histor
ical rates. Net unrealized translation losses are charged to 
income currently and net unrealized translation gains are de
ferred, neither of which were material. Foreign withholding 
and U.S. income taxes have been provided as deferred in
come taxes on unremitted foreign earnings accounted for 
under the equity method.

Summary financial data, unaudited, relating to the foreign 
subsidiaries and associated companies, generally at August 
31, are as follows (dollar amounts in thousands):

1973 1972
Current assets.................... $159,126 $143,254
Current liabilities................. 111,089 101,272

48,037 41,982
Other assets....................... 116,876 109,097

164,913 151,079
Other liabilities.................... 64,710 57,996
Stockholders’ equity........... $100,203 $ 93,083
Net earnings....................... $ 12,273 $ 6,633

The Company’s equity in the net earnings of the com
panies amounted to $5,083,000 and $2,689,000 for 1973 and 
1972, respectively and $1,686,000 and $1,070,000, respec
tively, were received as dividends.

In 1973, certain reclassifications of expense items, namely 
cost of products sold and selling, general and administrative, 
were made for better management control analysis, and ac
cordingly, the 1972 expenses have been similarly reclassified 
for comparative purposes.

Litigation S e ttlem ents

ARDEN-MAYFAIR, INC. (DEC)

S tatem ents o f O perations an d  R eta ined  Earnings  
(Deficit)

1973 1972
Net loss............................................  $(17,970,269) $(1,039,704)
Retained earnings, beginning of

year, restated (Note 7 ) ............. 3,501,485 4,986,860
(14,468,784) 3,947,156

Less, cash dividends:
Preferred stock, $1.50 and 3.00

per share, respectively..............  220,585 445,671
Retained earnings (deficit), end of

year..................................... $(14,689,369) $3,501,485

Note 7: Restatement-During 1973, the State of Califor
nia completed their audit of sales tax returns filed by the 
Company for the 50 month period ended December 1968. 
The audit resulted in assessments in excess of amounts 
previously provided by $317,900 (net of applicable income 
taxes of $293,000) which have been charged to retained 
earnings as a prior period adjustment for years prior to 
1969. The effect on earnings per share for the four years 
1965 through 1968 was $.03 for each year.

NATIONAL GYPSUM COMPANY (DEC)

1973 1972

RETAINED EARNINGS
Balance at beginning of year, as

($ Thousands)

previously reparted...................
Settlement of certain antitrust litiga

tian related to 1966 and 1967, 
less applicable income taxes of

$150,376 $137,030

$10,078,000............................
Balance at beginning of year, as

9,644 9,644

restated ............................... 140,732 127,386
Net income for the year................ 31,264 30,625

Deduct cash dividends:
171,996 158,011

On $4.50 Cumulative Preferred
Stock........................................

On Common Stock —  $1.05 per
258 286

share........................................ 16,843 16,992
17,101 17,279

Balance at end of year................ $154,895 $140,732

Notes to Financial Statements
Restatement: The settlement of the antitrust litigation (see 

Litigation note) in the amount of $19,722,000 has been re
corded as an adjustment of prior periods. Accordingly, re
tained earnings as of December 3 1 , 1971 have been reduced 
$9,644,000 the after tax cost of the settlement. The cost of 
settlement has been charged to earnings for the years ended 
December 31, 1967 and 1966 on the basis of board feet of 
gypsum shipped in those years. There is no significant effect 
on current year’s earnings.

Litigation: A number of civil antitrust damage suits were 
brought in the United States District Court for the Northern 
District of California against the company and other gypsum 
wallboard manufacturers by a substantial number of plain
tiffs. In 1973, as part of an overall settlement by the gypsum 
industry of these treble damage claims, the company made 
aggregate payments of $19,722,000. The effect of this set
tlement, which became final in early January 1974, is to bar 
all such further claims for any period prior to August 1973, 
except for those persons who declined to participate in the 
settlement. A few nonparticipating claimants together with 
the United States of America, which filed a single damage 
claim, could pursue their claims. The aggregate amount of 
damages, if any, which may be awarded to such claimants is 
not expected to materially and adversely affect the financial 
condition or business of the company.
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On December 27, 1973, a Federal Grand Jury sitting in 
Pittsburgh, Pennsylvania (United States District Court for the 
Western District of Pennsylvania) handed down indictments 
against the company, its Chief Executive Officer and Vice 
President-Sales of its Gold Bond Building Products Division 
and against five other gypsum manufacturers and eight of 
their officers charging that they engaged in a combination 
and conspiracy in unreasonable restraint of interstate trade 
and commerce in the manufacture and sale of gypsum wall- 
board products in violation of Section 1 of the Sherman Act. 
On the same date, the United States Department of Justice 
filed a petition with the United States District Court for the 
District of Columbia asking the Court to adjudge the com
pany, its Chief Executive Officer, and three other gypsum 
manufacturers and three of their officers to be in criminal 
contempt on the grounds that the same acts alleged in the 
Pennsylvania indictment constituted a violation of certain of 
the provisions of a Final Judgment of said Court dated May

15, 1951. The company and its officers deny any alleged 
violations of law or court decrees and will vigorously defend 
themselves against these charges. In the event the final de
cision of the Court in respect to the above indictment is ad
verse to the company and if pertinent provisions of the Tax 
Reform Act of 1969 are given retroactive application, two- 
thirds of the amount paid in settlement of the treble damage 
action referred to above might be disallowed as a deduction 
for Federal income tax purposes. This would add approxi
mately $6,719,000 to the after tax cost of such settlements as 
charged to retained earnings (see Restatement footnote).

The company is a defendant in litigation other than de
scribed above. Although the ultimate liability in respect of 
such other litigation can not be determined at this time, such 
liability is not expected to have any material adverse effect on 
the company’s financial condition.

VARIAN ASSOCIATES (SEP)

Consolidated Statement of Stockholders’ Equity
Less

Capital in Treasury

Common Excess of Retained Stock,

Stock Par Value Earnings 
($ Thousands)

Subtotal at Cost Total

Balances, September 30, 1971 as previ
ously reported......................................... $7,489 64,698 52,427 124,514 (3,402) 121,212

(2,300)
Prior period adjustment relating to settle

ment with tax authorities...................... (2,300) (2,300)

Balances, September 30, 1971 as restated
Net earnings for year ended September 30,

7,489 64,698 50,127 122,314 (3,402) 118,912

3,7901972........................................................... 3 ,790 3,790
Proceeds of shares issued under employee

stock purchase p la n ................................ 270 3,501 3,771 3,771

Purchase of treasury s tock.......................... (5,905) (5,905)

Balances, September 30, 1972..............
Net earnings for year ended September 30,

7,759 68,199 53,917 129,875 (9,307) 120,568

6,7881973........................................................... 6,788 6,788
Proceeds from issuance of treasury shares

under employee stock purchase and 
stock option p lans................................... (169) (169) 2,966 2,797

Dividends declared ($.05 per share)........ (331) (331) (331)

Purchase of treasury s tock.......................... (10,183) (10,183)

Balances, September 30, 1973.............. $7,759 68,030 60,374 136,163 (16,524) 119,639

Notes to Consolidated Financial Statements 
Taxes on Earnings-The d e ta il o f ta x e s  o n  e a rn in g s is a s

fo llo w s :

1973 1972
(Dollars in Thousands)

Taxes on earn ings, cu rre n tly
payable......................................... $3,550 2,612

Deferred taxes on earnings............. 2,634 (759)
Net change in deferred investment 

tax credit...................................... 76 (20)
Tax recovery related to extraordi

nary items..................................... _ 917

Total taxes on earnings............... $6,260 2,750
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Federal income tax returns for the years 1962 through 
1971 have been examined by the Internal Revenue Service. 
Agreement has been reached on substantially all of the is
sues related to this ten-year period. In June 1973, the Com
pany recorded a prior period adjustment to retained earnings 
in the amount of $2,300,000 as a result of this examination. 
The effect of this prior period adjustment was as follows:

Reduction in Prior Periods
Net Earnings

Earnings 
(Dollars 

in Thousands)

Per Share

1963 and prior................... ..........  $ 17 $ -
1964..................................... ..........  14 —

1965..................................... ..........  49 .01
1966..................................... ..........  150 .02
1967..................................... ..........  295 .05
1968..................................... ..........  333 .05
1969..................................... ..........  377 .06
1970..................................... ..........  482 .07
1971..................................... ...........  583 .08
Total adjustment................... ...........  $2,300

Although the income tax returns for fiscal years 1972 and 
1973 have not been examined, it is believed the reserves for 
income taxes payable are adequate for these years.

Lifo Discontinued

THE KROGER CO. (DEC)

Consolidated Statement of Accumulated Earnings
1973 1972

Accumulated earnings— Beginning
of the year................................  $301,334,665 $273,635,341

Inventory valuation adjustment (for
the years 1950 through 1971). 24,732,940

As restated...............................  $301,334,665 $298,368,281
Net earnings for the year (1972

restated)..................................... 29,916,386 20,372,938
Treasury stock transactions............ (410,687)

$330,840,364 $318,741,219
Dividends on common stock —

$1.30 per share........................ 17,460,862 17,406,554
Accumulated earnings —  End of the

year..................................... $313,379,502 $301,334,665

Notes to Consolidated Financial Statements
Accounting Change-Inventory- For the years 1950 

through 1972 the LIFO (last-in, first-out) method of inventory 
valuation had been used for a portion of the consolidated 
inventory. During 1973 the FIFO (first-in, first-out) method 
was adopted for inventories previously valued using the LIFO 
method. This change results in greater comparability of the 
financial statements of the Company to those of other major 
companies in the supermarket industry, the great majority of 
which use the FIFO method of valuing inventories.

As a result of adopting FIFO for 1973, consolidated net 
earnings are higher than they would have been on a LIFO 
basis by approximately $10,508,000 or 78c per share. As 
required by generally accepted accounting principles, the 
Company has retroactively adjusted its financial statements 
of prior years for this change. Accordingly, the 1972 financial 
statements have been restated resulting in an increase in net 
earnings of $1,947,712 or 14c per share and accumulated 
earnings at January 2, 1972 has been increased 
$24,732,940. Inventories and deferred federal income taxes 
at December 30, 1972 have been increased by $51,308,947 
and $25,066,224, respectively. For federal income tax pur
poses, the adjustment to inventory amounts will be taken into 
taxable income ratably over 20 years commencing with the 
year ended December 29, 1973.

THE RATH PACKING COMPANY (SEP)

Statement of Operations and Retained Earnings
1973 1972

Retained earnings (deficit):
Beginning of year, as previously

reported.....................................  $(2,299,000) $2,317,000
Adjustment for the cumulative effect 

on prior years of applying re
troactively a change in basis of 
pricing certain inventories (Note
3 ) ...............................................  4,544,000 2,843,000

Beginning of year, as restated......  2,245,000 5,160,000
End of year......................................  $2,436,000 $2,245,000

Notes to Financial Statements
Note 1 (in part): Accounting Policies:
A summary of major accounting policies follows:

lnventories-Meat and other products are priced at approx
imate current market, less allowance for selling and distribu
tion expenses. Materials and supplies are priced at the lower 
of first-in, first-out cost or market.

Effective with the beginning of the 1973 tax year (De
cember 31, 1972), the basis of pricing pork product inven
tories was changed from the last-in, first-out (Lifo) cost to 
approximate current market, less allowance for selling and 
distribution expenses, and the revised basis of pricing has 
been reflected retroactively in the accompanying financial 
statements. Approval for this change in accounting principle 
has been received from the Internal Revenue Service. The 
change was made to reduce the effect on earnings of cyclical 
fluctuations in supply and purchase cost of hogs, which effect 
had been significantly magnified by the use of the Lifo ac
counting method. In addition, the revised basis of pricing will 
make the Company’s financial statements more comparable 
with those of other companies in the industry, most of whom 
no longer use the Lifo accounting method. The effects of the 
change are reported in Note 3.
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Note 3-Inventories: A summary of the composition of in
ventories follows:

Sept. 29, Sept. 30, 
1973 1972

  (Restated)
Pork products.................................. $12,352,000 $8 ,5 1 7 ,0 0 0
Products other than pork............... 4,173,000 3,584,000
Materials and supplies...................  2,949,000 2,657,000

$19,747,000 $14,758,000

As described in Note 1, the basis of pricing pork product
inventories was changed during the 1973 fiscal year from 
last-in, first-out (Lifo) cost to approximate current market, less 
allowance for selling and distribution expenses. The retroac
tive effect of this change in accounting principle is reflected in 
the financial statements by increases of $4,544,000 in inven
tories and retained earnings at September 30, 1972 and by 
an increase of $2,843,000 in retained earnings at the begin
ning of the 1972 fiscal year. This change also had the effect 
of increasing net earnings for the 1973 fiscal year by 
$2,862,000, or $2.40 per share, and of reducing net loss for 
the 1972 fiscal year by $1,701,000, or $1.43 per share.

O ther

GREAT WESTERN UNITED CORPORATION (MAY)

Accountants in 1973 (see Note 1 for the description of the 
installment accounting method). Under the accounting 
method used prior to such change, income from land sales 
was recognized substantially on the accrual basis. The finan
cial statements for years prior to fiscal 1973 have been re
stated for comparative purposes on the basis of the install
ment method.

Settlement of Attorney General Matter— In March 1973 the 
Attorney General of the State of California, the California 
Real Estate Commissioner, and Great Western Cities 
reached an agreement resolving claims by the Attorney Gen
eral alleging misrepresentations made in connection with cer
tain sales at the California City project. Under the terms of the 
agreement, which has been incorporated into a consent 
order filed in the Los Angeles Superior Court on March 8, 
1973, Great Western Cities and the Attorney General have 
identified certain purchasers of land who will, if they so elect, 
receive refunds of principal payments estimated to be 
$2,500,000. In addition, Great Western Cities has agreed to 
provide $1,000,000 for full or partial refunds of principal pay
ments to another class of purchasers. The refunds will be 
made by initial cash payments of approximately $800,000 
and by issuance of 7% promissory notes, payable over five 
years. The financial statements for years prior to fiscal 1973 
have been restated for the estimated net effect of this agree
ment which is included in other realty liabilities. Income pre
viously recognized and related to principal collections on 
those sales for which refunds are to be made has been elimi
nated from the years in which recorded.

Consolidated Statement of Retained Earnings
1973 1972 1971

(thousands of dollars)
Retained earnings 
Balance, beginning of year:
As previously reported.........................  $68,316 $65,989 $72,491
Effect of retroactive restatement in ac

cordance with Industry Accounting
Guide (Note 2 ) ................................  (28,552) (23,574) (26,183)

Effect of settlement with California At
torney General (Note 2)...............  (1,200) (1,000) (700)
As restated................................  38,564 41,415 45,608

Net income (loss)..................................  (1,387) 740 2,321
Dividends:

$1.88 cumulative preferred stock .. (1,428) (2,856)
$3.00 convertible serial preferred

stock.............................................. (887) (1,792)
Common stock..................................  (468) (1,866)

Excess of cost over market value of 
shares issued or issuable in connec
tion with:

Employee incentive compensation
program........................................... (2)

Employee stock purchase plan..............  (28) (761)
Acquisition of pizza parlor.................. (45)
Balance, end of year.......................  $37,149 $38,564 $41,415

Note 2: Restatements of Realty Accounts 
Change in Accounting Method for Land Sales— Great 

Western Cities has implemented the installment method of 
accounting for land sales in accordance with provisions of the 
industry accounting guide, “Accounting for Retail Land 
Sales” , issued by the American Institute of Certified Public

The effects on revenues and net income of the change in 
accounting method and settlement of the California Attorney 
General matter were as follows:

Reduction in Revenues 
Accounting Attorney

Change General Total
(thousands of dollars)

1969 ......................................  $19,925 $200 $20,125
1970 ......................................  16,562 600 17,162
1971 ......................................  9,115 700 9,815
1972 ......................................  13,971 400 14,371

Addition (Reduction) in Net Income
Per

  Accounting Attorney Common
Change General Total Share

(thousands of dollars 
except per share figures)

1968 and prior.. $(12,703) $ (300) $(13,003) $ (6.21)
1969 ...............  (5,904) (100) (6,004) (2.87)
1970 ...............  (7,576) (300) (7,876) (3.80)
1971 ...............  2,609* (300) 2,309* 1.12*
1972 ...............  (4,978) (200) (5,178) (2.49)

Total..................  $(28,552) $(1,200) $(29,752) $(14.25)

*lncludes effect of cumulative charge of $10,157,000 in 
1971 for a prior land sales recognition change. Without this 
charge net income would have been reduced by $7,548,000.
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DIRECT CHARGES AND CREDITS TO RETAINED  
EARNINGS

In addition to opening balance adjustments, the retained 
earnings account is affected by direct charges and credits. 
Direct charges result usually from one or more of the follow
ing: (1) net loss for the year, (2) cash or stock dividends, (3) 
creation of or additions to appropriated retained earnings, or
(4) losses on capital stock transactions. Direct credits result 
usually from either net income for the year or restorations of 
appropriated retained earnings. Direct charges and 
credits— other than net loss, net income, dividends and stock 
splits— are summarized in Table 4-6. Examples of such 
charges and credits follow.

TABLE 4-6: OTHER CHANGES IN RETAINED  
EARNINGS

Capital Stock Transactions

THE ANACONDA COMPANY (DEC)

Statement of Consolidated Income and Retained Earn
ings

1973 1972
($ Thousands)

Net Income.........................................
Retained Earnings

$ 88,053 $133,037

At beginning of y e a r ........................
Dividends paid ($.05 and $.125 per

414,861 284,560

common share).............................
Excess of cost of treasury stock over 

proceeds from sales under em
ployee stock option p lan ..................

(11,031)

(265)

(2,736)

Adjustment resulting from capital 
transactions of an a ffilia ted  
company accounted for on the
equity basis................................. (590)

Retained Earnings at end of year... $491,028 $414,861

Financial Review
Foreign Investments— The company has significant in

vestments in foreign companies and a mining joint venture, 
which are located principally in Mexico, Brazil and Australia. 
At the end of 1973 the carrying value of these investments 
was $51,8 million (1972-$42.3 million). Anaconda’s equity in 
the net income of these operations amounted to $9.0 million 
in 1973 and $5.5 million in 1972.

The company also has a $23.2 million equity investment, 
through a subsidiary, in a Jamaican alumina cost partnership. 
The amount of this investment reflects changes in the 
company’s proportionate share of the partnership including a 
change which became effective as of January 1, 1974.

During 1973, the company sold its direct interest in Cobre 
de Mexico, S.A., a Mexican copper refining company, to Mex
ican nationals for a net after-tax gain of $.8 million. In addi
tion, during the year Nacional de Cobre, S.A. sold additional 
shares, the effect of which was to reduce the company’s 
percentage of ownership from 49% to 40%. The adjustment 
of $590 thousand required to reflect the impact of this trans
action has been made to “ Retained earnings.

Charges
Capital stock transactions................
Poolings of interests adjustments .. 
Cash payments in lieu of fractional

shares ...........................................
Other transactions— described.......
Unidentified charges..........................

Total charges..............................
Credits
Capital stock transactions................
Poolings of interests..........................
Other transactions— described.......
Unidentified credits...........................

Total credits..............................
Total presentations.....................
Number of Companies 
Presenting other changes in re 

tained earnings...........................
Only changes are income, d i

vidends, splits and changes to
opening balance...........................

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

N/C— Not Compiled.

1973 1972 1971 1970

87 67 58 82
19 17 23 20

11 12 N/C N/C
8 14 11 11
3 2 1 2

128 112 93 115

6 4 5 6
26 21 26 30

4 11 10 9
2 3 1 3

38 39 42 48
166 151 135 163

131 133 108 127

469 467 492 473

600 600 600 600

CANNON MILLS COMPANY

Statement o f Consolidated Income and Retained Earn
ings

1973 1972
Net Income.........................................  $ 10,578,184 $ 16,350,142
Retained Earnings, January 1. 207,605,620 198,987,841

Total...........................  218,183,804 215,337,983
Deduct:
Excess of cost over par or stated 

value of treasury stock retired
(Note 2 ) .......................  8,864,981

Cash dividends declared (per share:
1973 —  $.86, 1972 —  $.83)
(Note 2 ) ......................  8 ,029,769 7 ,732,363

Total...........................  16,894,750 7,732,363
Retained earnings, December 31.... $201,289,054 $207,605,620

Note 2: Recapitalization— Effective May 25, 1973, the
Company amended its Certificate of Incorporation to (1) 
change the value of the no par value (stated value of $25 per 
share) common voting stock (1,037,189-85/100 shares is
sued at December 31, 1972) to $5 par value common voting 
stock, (2) convert the previously authorized $25 par value 
Class B, common non-voting stock (1,037,009 shares issued 
at December 31 , 1972) to $5 par value common voting stock, 
and (3) change the number of authorized shares from
1,100,000 shares of no par value common voting stock and
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3,300,000 shares of $25 par value Class B, common non
voting stock to 11,000,000 shares of $5 par value common 
voting stock. The Company then effected a 5 for 1 stock split 
for each share of the no par value common voting stock and 
the $25 par value Class B, common non-voting stock out
standing at the close of business on May 25, 1973.

As part of the recapitalization plan, the Company retired 
45,559-25/100 shares of the no par value common voting 
stock and 169,846 shares of the $25 par value Class B, 
common non-voting stock held in its treasury at December 
3 1 , 1972 at a cost of $15,426,955. The excess ($10,042,765) 
of the cost of the treasury stock over its stated value or par 
value and the cost of fractional shares, acquired in connec
tion with the recapitalization, has been deducted from Addi
tional Capital ($1,177,784) and Retained Earnings 
($8,864,981).

All references to common shares and amounts per com
mon share in the accompanying financial statements have 
been adjusted to give effect to the recapitalization.

CROWN CORK & SEAL COMPANY, INC. (DEC)

Consolidated Statement of Retained Earnings
1973 1972

Retained Earnings at beginning of
year............................................  $133,312,000 $112,122,000

Net income......................................  34,288,000 31,193,000
Excess of cost over par value of 

Common Stock purchased and 
retired (1973 —  839,200  
shares; 1972 —  534,047
shares)........................................ (16,542,000) (10,003,000)

Retained earnings at end of year... $151,058,000 $133,312,000

U.S. INDUSTRIES, INC. (DEC)

Retained earnings
Balance at beginning of year.........
Add (deduct):
Net income for the year................
Excess of cost over par value of, or 

fair value attributed to, treasury 
stock issued principally pursuant 
to contingent payment
agreements................................

Cash dividends declared:
Special Preference Stock............
Common Stock (1973 —  $.818 

per share (a); 1972 —  $.624
per share)...............................

Balance at end of year —  Notes A
and D..................................

(a) Includes declaration of first quar
ter 1974 dividend of $.169 per 
share, or $4,786,000.

1973 1972
($ Thousands)

$360,548

66,851

(17,923)

(4,526)

(23,935)

$381,015

$303,483

80,739

(8691

(4,614)

(18,191)

$360,548

THE MEAD CORPORATION (DEC)
SMC INDUSTRIES, INC. (AUG)

Consolidated Statement of Retained Earnings
Statement of Retained Earnings 1973 1972

1973 1972 Balance at beginning of year......... $3,791,263 $3,196,697
($ Thousands) Add consolidated net income for the

Retained earnings: year............................................ 760,336 763,104
Balance— beginning of year.......... $240,730 $243,000 4,551,599 3,959,801
Net earnings for the year............... 49,461 17,644 Deduct:

290,191 260,644 Cash dividends paid —  $0.24 per
Less: share in 1973 and $0.19 per
Cash dividends paid: share in 1972............................ 193,056 168,538

Preferred— $4.25 a share......... 104 104 Portion of excess of cost over par
Preferred— $5.00 a share......... 145 157 value of treasury stock
Preferred— $6.00 a share......... 60 91 cancelled................................... 291,404 —
Voting cumulative preferred — 484,460 168,538

$2.80 a share........................
Common— $.65 a share in 1973;

8,015 8,015
Balance at end of year.................... $4,067,139 $3,791,263

$.60 a share in 1972............ 10,083 9,841
Excess price of common shares re-

purchased over stated value 
(average purchase price per 
share $14.82  in 1973 and '
$14.36 in 1972)...................... 5,491 1,706

23,898 19,914

Balance— end of year................. $266,293 $240,730
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Pooling of Interests Adjustment

NABISCO, INC. (DEC)

1973 1972
Net income......................................
Retained earnings, beginning of

$ 43,967,000 $ 58,502,000

year, as previously reported ... 
Retained earnings of Associated

— 243,969,000

Products, Inc. accounted for as 
a pooling of interests................ 21,199,000

Retained earnings, beginning of 
year, as restated...................

Common dividends declared, $2.30
289,647,000 265,168,000

per share in 1973; $2.225 per 
share in 1972............................ (35,176,000) (33,534,000)

Dividends of Associated Products,
Inc. before acquisition...............

Adjustment to conform Associated
(610,000) (489,000)

Products, Inc. reporting period 
to that of Nabisco..................... (1,645,000)

Retained earnings, end of year..... $296,183,000 $289,647,000

Notes to Financial Statements
Acquisitions (in part)— In October, 1973, Nabisco, Inc. ac

quired Associated for 867,230 shares of its common stock. 
The transaction has been accounted for as a pooling of in
terests. Associated’s results of operations for its fiscal year 
ended May 31 , 1973, which reflects net sales and net income 
of $66,285,000 and $4,137,000, respectively, have been 
combined with Nabisco’s results of operations for 1972. After 
the acquisition by Nabisco, Associated changed to the calen
dar year basis for reporting. The consolidated results of op
erations for 1973 include Associated’s net sales and net in
come of $71,651,000 and $3,835,000, respectively, for the 
year ended December 31, 1973. As a result of this presenta
tion, Associated’s net income of $1,645,000 for the five 
months ended May 31, 1973, which has been included in 
both years, has been deducted from retained earnings. For 
the nine months ended September 30, 1973, prior to its ac
quisition, Associated had net sales and net income of 
$54,267,000 and $2,594,000, respectively.

Restoration of Subsidiary’s Retained Earnings

FOOTE MINERAL COMPANY (DEC)

Consolidated Statements of Stockholders Equity

Preferred Common
Additional

paid-in Retained Treasury
Total

stockholders'
stock stock capital earnings stock equity

Balance, December 31, 1971................... $1,263,264 2,140,867 49,768,864 31,078,784 (3,368,610) 80,883,169
Net earnings (loss)..................................... — — — (6,492,538) — (6,492,538)
Balance, December 31, 1972................. 1,263,264 2,140,867 49,768,864 24,586,246 (3,368,610) 74,390,631
Preferred shares purchased and cancelled

(note 5).................................................. (803,349) — (17,569,634) — — (18,372,983)
Restoration of retained earnings of 

Rhodesian Vanadium Corporation at 
date of deconsolidation, January 1,
1968 (note 1)........................................ _ __ — 863,457 — 863,457

Net earnings............................................... __ — — 2,811,847 — 2,811,847
Preferred dividends declared..................... — — — (1,011,813) — (1,011,813)
Balance, December 31, 1973................. $ 459,915 2,140,867 32,199,230 27,249,737 (3,368,610) 58,681,139

Note 1: Investments in Foreign Countries— From January 
1, 1968 to December 31, 1972 the Company carried its in
vestment in Rhodesian Vanadium Corporation, a wholly- 
owned subsidiary incorporated in Delaware, at cost inas
much as the Company was prohibited from exercising effec
tive control over this subsidiary’s operations. Prior to 1968, 
this subsidiary was consolidated and its accounts were in
cluded in the Company’s consolidated financial statements.

During 1973 Rhodesian Vanadium Corporation sold sub
stantial assets and the proceeds and remaining assets were 
transferred to the Company through liquidation. Net equity of 
Rhodesian Vanadium Corporation at the time of liquidation 
amounted to $2,577,518 which exceeded the Company’s 
cost of its investment by $1,841,253. Of this excess, 
$863,457 has been restored to retained earnings since such 
amount was previously included in consolidated operations;

the remaining $977,796 has been recognized as a gain in 
1973. The accounts of Rhodesian Vanadium Corporation 
were translated into United States dollars at the exchange 
rate prevailing at the liquidation date.

In August, 1973 the Company sold its 50% interest in 
Foote Allevard France, S.A. to Forges d’Allevard for 
$114,124 resulting in a loss of $99,501. In the latter part of 
1973 an advance to a foreign company, previously included 
in other assets, was written down in the amount of $515,472.

During 1973 the Company subscribed to a 33-1/3% in
terest in Silicon Smelters (PTY) Limited. A 10% initial pay
ment of $78,155 was made and reflected in the accounts. 
Future payments of this subscription are wholly contingent on 
future sales by Silicon Smelters (PTY) Limited. In addition, 
the Company loaned Silicon Smelters (PTY) Limited $88,300 
with interest at 5%.
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CAPITAL ACCOUNTS

PR ESE N TA TIO N  O F C H A N G E S  IN A D D IT IO N A L  
C A P ITA L

APB Opinion No. 12 states in part:

10. When both financial position and results of op
erations are presented, disclosure of changes in the 
separate accounts comprising stockholders’ equity (in 
addition to retained earnings) and of the changes in the 
number of shares of equity securities during at least the 
most recent annual fiscal period and any subsequent 
interim period presented is required to make the finan
cial statements sufficiently informative. Disclosure of 
such changes may take the form of separate state
ments or may be made in the basic financial state
ments or notes thereto.
One hundred and six survey companies presented sepa

rate statements for either additional capital, or additional cap
ital and capital stock, or capital stock. All such statements 
were covered by the Accountants’ Opinion.

Table 4-7 summarized the management in which the sur
vey companies presented changes in additional capital.

TA B LE  4-7: PR ES E N TA TIO N  O F A D D IT IO N A L  
C A P ITA L TR A N S A C TIO N S

1973 1972 1971 1970
Statement of stockholders' equity

(*3 2 2 ,3 4 4 ,3 7 4 )..................... 158 148 H 6  110
Statement of additional capital

(*3 8 9 ,4 7 4 ,5 0 2 ) ..................... 108 123 128 125
Schedule in notes (*441,523,667) 66 77 95 94
No statement or schedule but

changes disclosed......................  93 91 93 97
Balance unchanged during year.... 98 86 90 89
Subtotal...................................  523 525 522 515
Additional capital account not

presented...................................  77 75 78 85
Total Companies........................  600 600 600 600

* Refer to Company Appendix Section.

TABLE 4-8: STOCK SPLITS
1973 1972 1971 1970

Ratio
Less than three-for-two.................. 4 2
Three-for-two (50%) to two-tor- 

one ............................................. 10 13 7 10
Two-for-one (100% )...................... 20 23 19 18
Greater than two-for-one............... 6 9 — 5
Total ....................................... 40 45 28 33
Account Charged
Additional capital............................ 16 16 15 13
Retained earnings............................ 8 14 4 9
No charge ........................................ 16 15 9 11
Total....................................... 40 45 28 33

STO C K  SP LITS

Chapter 7B of ARB No. 43 discusses the accounting for 
stock splits. APB Opinion No. 15 refers to Chapter 7B and 
states in part:

48. Stock dividends or splits. If the number of com
mon shares outstanding increases as a result of a 
stock dividend or stock split or decreases as a result of 
a reverse split, the computations should give retroac
tive recognition to an appropriate equivalent change in 
capital structure for all periods presented. If changes in 
common stock resulting from stock splits have been 
consummated after the close of the period but before 
completion of the financial report, the per share compu
tations should be based on the new number of shares 
because the readers’ primary interest is presumed to 
be related to the current capitalization. When per share 
computations reflect such changes in the number of 
shares after the close of the period, this fact should be 
disclosed.

Table 4-8 shows the number of survey companies disclos
ing stock splits and also summarizes the accounting treat
ments for stock splits. Examples of stock splits follow.
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C harge to Additional Capital

AMERICAN GREETINGS CORPORATION (FEB) 

Statements of Consolidated Shareholders’ Equity
Total

Common Shares Capital in Share-
Par Value $1 Excess of Retained holders'

Class A Class B Par Value Income Equity
($ Thousands)

Balance March 1,
1971........... $ 5,186 $ 827 $42,969 $26,970 $75,952

Net income —
restated......... 12,129 12,129

Cash dividends —  
$.23 a share 

Exchange of
(3,160) (3,160)

11,758 Class 
B for Class A 
Shares .......... 12 (12)

Proceeds from
10,898 Class 
A Shares sold 
under option 
plan............... 11 276 287

Issuance of
2,603,681  
Class A and 
407,597  
Class B Shares 
to effect a 
three-for-two 
stock split.... 2,604 407 (3,011)

Balance February
29, 1972..... 7,813 1,222 40,234 35,939 85,208

Net income.........
Cash dividends —

14,654 14,654

$.24 a share. 
Exchange of

(3,276) (3,276)

42,076 Class 
B for Class A 
Shares .......... 42 (42)

Proceeds from
27,663 Class 
A Shares sold
under option 
plans............. 28 561 589

Issuance of
3,941,061  
Class A and 
590,159  
Class B Shares 
to effect a 
three-for-two 
stock split.... 3,941 590 (4,531)

Balance February
28, 1973..... $11,824 $1,770 $36,264 $47,317 $97,175

Notes to Consolidated Financial Statements
Note D (in part): Common Shares and Stock Options— At 

February 29, 1972, Common Shares authorized consisted of
12,300,000 Class A and 1,226,163 Class B shares. On Feb
ruary 19, 1973, the shareholders approved increases in the 
authorized number of Class A and Class B Common Shares 
to 18,450,000 shares and 1,771,865 shares, respectively, 
and a three-for-two stock split. Outstanding at February 28, 
1973 and February 29, 1972 were 11,823,241 and 7,812,441 
Class A and 1,770,474 and 1,222,391 Class B Shares, re
spectively. Class A Shares have one vote per share and 
Class B Shares have ten votes per share. Class B Shares are 
convertible at the option of the holders thereof, on a share for 
share basis, into Class A Shares and, upon conversion, can
not be reissued.

CHAMPION SPARK PLUG COMPANY (DEC)

Financial Review
Shares and Stockholders— At the close of 1973 there were 

37,590,936 shares of the Company’s common stock out
standing in the hands of 13,423 stockholders. Stockholders 
approved a three-for-one stock split at the annual meeting on 
April 23, 1973. They also approved an amendment of the 
Company’s Certificate of Incorporation increasing the 
number of authorized shares from 20,000,000 to 40,000,000 
and a change in the par value of each share from 83 1/3c to 
30c. The stock split and reduction in par value required a 
transfer from Capital in Excess of Par Value account to the 
Common Stock account in the amount of $834,650.

Issued shares and per share figures for 1972 have been 
restated to reflect the stock split.

HON INDUSTRIES INC. (DEC)

Consolidated Statements of Additional Paid-in Capital 
and Retained Earnings

ADDITIONAL PAID-IN 
CAPITAL

1973 1972

Balance, beginning.........................
Net increase (decrease) resulting 

from:

$ 2,559,996 $ 2,529,837

2-for-1 stock split (Note 4 )........
Other capital stock transactions

(1,729,566) —

during the period................... 442 30,159
Balance, ending..........................
RETAINED EARNINGS

$ 830,872 $ 2,559,996

Balance, beginning......................... $10,034,672 $ 7,564,291
Add net income............................... 4,645,351 3,034,996

Deduct cash dividends:
$14,680,023 $10,599,287

Preferred stock........................... $ 19,063 $ 19,307
Common stock............................ 739,074 545,308

$ 758,137 $ 564,615
Balance, ending.......................... $13,921,886 $10,034,672
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Note 4 (in part): Capital Stock— Change in capital stock 
structure: During 1973, the Company increased its au
thorized $1 par value common stock from 2,000,000 to
5,000,000 shares and issued a 2-for-1 stock split effected in 
the form of a dividend chargeable to additional paid-in capital. 
Earnings per common share were computed on the weighted 
average number of shares outstanding during each period 
after giving effect to this 2-for-1 stock split.

in the transfer of $35,175,000 from the capital surplus ac
count to the common stock account. Such transfer was at 
$5.00 par value for each share issued. Net earnings and 
dividends per share, as well as all shares of common stock 
contingently issuable, shares subject to option, shares re
served for conversion, and the related conversion prices 
where appropriate have been adjusted to reflect the stock 
split.

K-TEL INTERNATIONAL, INC. (JUN)

Consolidated Statement of Shareholders’ Investment
Common Stock Contributed Reinvested 
Shares Amount Capital Earnings 

(Amounts in Thousands)
3,000 $300 $1,868 $1,864

2 —

—  2,312

30

Balance, June 30, 1971 
Net income, per accom

panying statement... 
Exercise of employee 

stock options (Note 6) 
Cash contribution by cer

tain principal share
holders, pursuant to 
indemnity agree
ment, for costs of 
litigation settlement 
in 1972 in excess of 
$250,000 (net of re
lated tax benefit).... 

Balance, June 30, 1972. 
Net income, per accom

panying statement... 
Four-for-three common 

stock split-up ef
fected in the form of 
a stock dividend, in
cluding cash paid for 
fractional shares of
$3,147 (Note 5 )......

Exercise of employee 
stock options (Note 6) 

Balance, June 30, 1973.

Note 5: Common Stock Split-Up— In November, 1972, the 
Board of Directors approved a four-for-three common stock 
split-up which was effected in the form of a stock dividend 
payable on December 22, 1972, to the shareholders of rec
ord on December 6, 1972. This stock split-up resulted in the 
issuance of 1,000,549 additional common shares and the 
transfer of $100,055 (representing the par amount of shares 
issued) from contributed capital to common stock. Further, 
cash of $3,147 was paid for fractional shares as a result of 
this stock split-up.

ST. REGIS PAPER COMPANY (DEC)

Notes to Financial Statements
Stock split— On October 24, 1973, the Board of Directors 

authorized a three-for-two stock split of St. Regis common 
stock to holders of record November 5, 1973. On December 
12, 1973, 7,034,947 additional shares were issued, resulting

3,002 $300
168

$2,066 $4,176

■ ■

— 3,301

1,000 100 (103) —

4,003 $400
4

$1,967 $7,477

WINNEBAGO INDUSTRIES, INC. (FEB)

Consolidated Statements of Stockholders’ Equity
Additional

Common Shares Paid-In Reinvested
Number Amount Capital Earnings

(Amounts in Thousands)
Balance, February 24,

1968 ..................... 1,387 $ 1,387 —  $ 1,493
A 2-for-1 stock split-up

in connection with a 
change in par value
from $1.00 to $.50. 1,387 —  —  —

Proceeds from the sale of
250,000 shares of 
common stock less 
issue expenses of
$81,994...................  250 125 9,793 —

Net Income..................... —  —  —  2,429
Balance, February 22,

1969 .................  3,024 $ 1,512 $ 9,793 $ 3,922
A 2-for-l stock split-up 

effected as a 100%
stock dividend.........  3,024 1,512 (1,512) —

Net Income..................... —  —  —  3,206
Balance, February 28,

1970 .................  6,048 $ 3,024 $ 8,281 $ 7,128
Net Income................  —  —  —  4,615

Balance, February 27,
1971 ............ ........  6,048 $ 3,024 $ 8,281 $11,743

A 2-for-l stock split-up
effected as a 100%
stock dividend..........  6,048 3,024 (3,024) —

Proceeds from the sale of
500, 000 shares of 
common stock less 
issue expenses of
$88,726...................  500 250 22,773 —

Net Income..................... —  —  —  13,597
Balance, February 26,

1972 .................  12,596 $ 6,298 $28,030 $25,340
A 2-for-l stock split-up 

effected as a 100%
stock dividend.......... 12,600 6,300 (6,300) —

Proceeds from the sale of 
common stock to em
ployees and the ex
ercise of the officer
stock options (Note 6) 10 5 20 —

Net Income..................... —  —  —  17,298
Balance, February 24,

1973 .................  25,206 $12,603 $22,150 $42,638



346 Section 4: Stockholders' Equity

WINN-DIXIE STORES, INC. (JUN)

Statement o f Consolidated Stockholders’ Equity
1973

CAPITAL STOCK (notes 4, 6 and 7):
Common Stock;
Beginning of year............................  $ 8,610,216
Add— Par value of shares issued in 

exchange for Class B common
stock........................................... 45,473

Par value of common shares is
sued in connection with 3 for 2
stock split...............................  4,299,451

End of year...............................  12,955,140
Class B Common Stock:
Beginning of year............................  4,270,856
Add— Par value of Class B common 

shares issued in connection with
3 for 2 stock split..................... 2,135,236

6,406,092
Deduct— Par value of shares ex

changed for shares of common
stock........................................... 38,551

End of year.............   6,367,541
CAPITAL IN EXCESS OF PAR VALUE 

OF CAPITAL STOCK:
Beginning of year............................  6,363,858
Add— Excess of net proceeds over 

cost of reacquired stock sold 
under stock plans......................  —

Deduct— Excess of cost of reac
quired common stock over net 
proceeds of sales under stock
plans...........................................

Excess of par value of common 
shares issued upon conversion 
of 100 shares (24 ,064 in 
1972) of Class B common
stock........................................

Par value of common and Class B 
shares issued in connection
with 3 for 2 stock split.........

End of year...............................

6,363,858

7,416

14

1972

8,583,017

27,199

8,610,216

4, 294,920

4,294,920

24,064
4,270,856

4,072,579

2,294,414
6,366,993

3,135

6,356,428
—  6,363,858

RETAINED EARNINGS;
Beginning of year............................  180,311,552 155,790,949
Net earnings...................................  42,720,357 39,163,903

223,031,909 194,954,852
Deduct— Cash dividends on com

mon stock $1.20 per share
($1.16 per share in 1972)..... 15,255,944 14,643,300
Excess of cost of reacquired 

common stock over net pro
ceeds of sales under stock
plans........................................ 337,213 —

Excess of par value of common 
shares issued upon conversion 
of 38,451 shares of Class B
common stock.........................  6,908 —

Par value of common and Class B 
shares issued in connection
with 3 for 2 stock split......... 78,259 —

Fractional shares and other costs 
in connection with 3 for 2
stock split...............................  285,185 —

15,963,509 14,643,300
End of year...............................  207,068,400 180,311,552
COST OF COMMON 
STOCK REACQUIRED:
Beginning of year 86,659 shares

(382,012 shares in 1972)........ 933,031 6,825,625
Add— Cost of 167,874 shares 

reacquired during year (44,242
shares in 1972).........................  5,426,886 1,206,320

6,359,917 8,031,945
Deduct— Cost of 93,336 shares is

sued under stock plans
(339,595 shares in 1972)........ 3,102,614 7,098,914

End of year 161,197 shares
(86,659 shares in 1972)........  3,257,303 933,031

Total Stockholders' Equity............ $223,133,778 198,623,451
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MULTI-AMP CORPORATION (APR)

C harge to Retained Earn ings

BUCYRUS-ERIE COMPANY (DEC)

Notes to Financial Statements
Stock Transactions (in part)— The Board of Directors on 

October 30, 1973, voted a four-for-three split in the form of a 
3 3 ⅓ % stock dividend. In connection with the stock split, 
$11,105,310, the par value of the 2,221,062 shares issued, 
was credited to common stock by transfers from additional 
paid-in capital ($1,351,965) and from earnings retained in the 
business ($9,753,345). The stock option and per share 
amounts in the financial statements have been restated to 
give effect to the stock split.

KELLOGG COMPANY (DEC)

Consolidated Statements of Stockholders’ Equity

Preferred
Stock

Balance, January 1, 1972 $2,464
Net earnings for the year

1972............................
Dividends declared:

Preferred Stock—
$3.50 a share.........

Common Stock—  $.52
a share .....................

Stock options exercised...
Preferred stock purchased

for treasury................  (33)
Balance, December 31,

1972 .......................  $2,431
Net earnings for the year

1973 ...................
Dividends declared:

Preferred Stock—
$3.50 a share.........

Common Stock—  $.54
a share .....................

Stock options exercised...
Preferred stock purchased

for treasury................  (33)
Par value of 36,480,681 

common shares issued 
as a 1 0 0 %  stock
distribution..................

Balance, December 31,
1973.......................  $2,398

Capital in 
Common Excess of 

Stock Par Value 
($ Thousands) 

$18,187 $11,502

29 1,101

11

$18,216 $12,614

Retained
Earnings

$235,710

60,512

(85)

(37,861)

$258,276

65,047

(84)

(39,424)
96 2,293

11

18,240

$36,552 $14,918

Consolidated Statement of Stockholders’ Equity
Common Stock Capital in

Number of excess of Retained
Shares Amount par value Earnings

($ Thousands)
For the year ended April 

30, 1973
Balance— April 30, 1972. 606,278 $60 $3,187 $1,119
Additional shares issued 

for exercised stock
option..........................  400 4

Stock distribution (Note 2) 303,083 30 (30)
Cash in lieu of fractional

shares.........................  (4)
Cash dividends.................. (150)
Net income.........................................................  760
Balance— April 30, 1973. 909,761 $90 $3,191 $1,695
For the year ended April 

30, 1972
Balance—April 30, 1971. 606,278 $60 $3,187 $ 658
Cash dividends.................. (139)
Net income.........................................................  600
Balance— April 30, 1972. 606,278 $60 $3,187 $1,119

Note 2: Changes in Capital— On February 21, 1973, the 
board of directors declared a 3 for 2 stock split effected in the 
form of a stock dividend on April 6, 1973. Net income per 
share and stock options have been adjusted to reflect the 
stock distribution.

A. C. NIELSEN (AUG)

Consolidated Balance Sheet
1973 1972

($ Thousands)

(18,240)

$265,573

STOCKHOLDERS' EQUITY:
Capital stock (Note 3):
Class A Common, $1 par value, au

thorized, 10 ,0 0 0 ,0 0 0  shares; 
issued and outstanding, 
6,957,440 shares at August
31, 1973...................................

Class B Common, $1 par value, au
thorized, 5,000,000 shares; is
sued and outstanding, 
3,640,600 shares at August
31, 1973...................................

Class C Special, $0.02 par value, 
authorized, 3,600,000 shares; 
issued and outstanding, 
2,880,000 shares at August 
31, 1973...................................

Capital in excess of par value (Note
3 ) ...............................................

Retained earnings, per accompany
ing statement............................

Total stockholders' equity.............

$ 6,957

3,641

58
10,656

59,119
$69,775

$ 3,479

1,820

29
5,328

1,360

53,942
$60,630



348 Section 4: Stockholders’ Equity

Note 3: Capital Stock— Class A and Class B Common 
Stock have equal rights, except that the Class B Common 
Stock has voting rights and the Class A Common Stock has 
no voting rights other than as required by laws of the State of 
Delaware.

Class C Special Stock is also entitled to voting rights and 
these shares are generally voted with the Class B Common 
Stock as a single voting class. Further, Class C Special Stock 
has preemptive and other rights that allow the holders of such 
stock to maintain their proportionate voting power in the 
Company. On liquidation, Class C Special Stock is entitled to 
not more than one cent per share ($28,800) and the Common 
Stock is entitled to the remaining assets. The maximum an
nual dividend allowable on Class C Special Stock is one-half 
mill per share and, at the option of the Board of Directors and 
with the affirmative vote of 80% of the outstanding shares of 
Class B Common Stock, such Class C shares are redeema
ble at one cent per share.

On February 12, 1973, the stockholders voted to amend 
the Restated Certificate of Incorporation to increase the 
number of authorized shares of Class A Common Stock from
4,000,000 to 10,000,000, the number of authorized shares of 
Class B Common Stock from 2,000,000 to 5,000,000, and 
the number of authorized shares of Class C Special Stock 
from 1,440,000 to 3,600,000.

In February 1973, the Board of Directors declared a 100% 
distribution on shares of Class A and Class B Common and 
Class C Special Stock, which was paid on March 1, 1973. 
The distribution increased the outstanding shares of Class A 
and Class B Common and Class C Special Stock by 
3,478,720, 1,820,300 and 1,440,000 shares, respectively, 
and was recorded by transferring $1,360,000 from capital in 
excess of par value and $3,967,000 from retained earnings to 
the capital stock accounts on the basis of the par value of the 
additional shares issued.

Dividends of $.27 and $.245 per share (adjusted to reflect 
the March 1973 stock distribution) were paid on Class A and 
Class B Common Stock in 1973 and 1972, respectively. Di
vidends of one-half mill per share (adjusted for the March 
1973 distribution) were paid on Class C Special Stock in both 
1973 and 1972.

No C hange in C apita l A ccounts

AMP INCORPORATED AND PAMCOR, INC. (DEC)

Notes to Combined Financial Statements
Note 7: 3-for-1 Stock Split— At the April 26, 1973 annual 

meeting, shareholders increased the number of authorized 
shares to 50,000,000 and approved a 3-for-1 stock split effec
tive on a May 7 ,  1973 record date. The stated value of the no 
par stock was changed from $1.00 per share to 33⅓c per 
share. All per-share earnings and dividends and references 
to AMP common stock have been retroactively restated to 
reflect the increased number of AMP common shares out
standing.

THE EASTERN COMPANY (DEC)

Notes to Consolidated Financial Statements
Note E: Authorized Common Stock and Stock Split— At 

the annual meeting of stockholders on April 25, 1973, the 
stockholders amended the Certificate of Incorporation to in
crease the number of authorized shares of Common Stock 
from 1,500,000 shares to 1,875,000 shares and reduced the 
par value of the Company’s Common Stock from $12.50 per 
share to $10.00 per share. In addition, a stock split was ef
fected in which each four shares of Common Stock were split 
into five shares which were distributed on May 25, 1973, 
including 4,407 shares added to Common Stock in treasury. 
An additional 126 shares were acquired for the treasury rep
resenting purchase of fractional shares issued in connection 
with the split. All per share information shown herein for both 
1973 and 1972 and all stock option data are based on the 
adjusted number of shares of Common Stock.

CR ED ITS  A N D  C H A R G ES TO  C A PITA L  
A C C O U N TS

Table 4-9 and Table 4-10 summarize credits and charges 
to capital accounts. Examples of such credits and charges 
follow.

Conversion  of Preferred S tock

THE RUCKER COMPANY (DEC)

Notes to Financial Statements
Note 9: Stockholders’ Equity— Serial Preferred Stock, 

without par value, authorized 2,000,000 shares:

Changes in the outstanding 50,000 shares of $5 cumula
tive convertible preferred stock are summarized as follows:

1973 1972
Balance, January 1 .........................  $ 5,000,000 $5,000,000
Converted to common stock..........  (5,000,000) —
Balance, December 31....................  $ —  $5,000,000

The cumulative convertible preferred stock was converted 
during the year at the rate of ten shares of common stock for 
each share of preferred stock; 496,000 additional shares of 
common were issued and 4,000 shares of treasury stock 
were used in the conversion.

Common Stock, without par value, stated value $1.00 per 
share, authorized 10,000,000 shares:

Changes in common shares issued (including 35,796 
shares in 1973 and 39,796 shares in 1972, in treasury) are 
summarized as follows:

1972
$3,203,878

1973
Balance, January 1 .........................  $3,203,878
Issued for conversion of preferred

stock........................................... 496,000
Balance, December 31.................  $3,699,878 $3,203,878
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TA B LE  4-9: C R ED ITS  TO  C A P IT A L  A C C O U N T S TA B LE 4-10: C H A R G ES TO  CA PITA L A C C O U N TS

Sale or issuance of stock:

Common
Stock

Preferred
Stock

Additional
Capital

Conversion of preferred.......... 98 1 55
Conversion of debt.................. 67 2 62
Business combinations............. 87 4 54
Stock option or purchase plan. 333 20 279
Other employee benefits......... 67 2 52
Warrants and rights................ 11 1 18
Other sales and issuances...... 87 4 54

Purchase or retirement of stock.. _ _ 53
Other— identified...................... 6 _ 39
Unidentified.................................. 16 5 16
Total Credits............................ 772 39 682

Conversion of preferred stock........

Common
Stock

Preferred
Stock

104

Additional
Capital

14
Purchase or retirement of stock.... 200 97 71
Business combinations.................. — — 51
Treasury stock issued for less than 

cost............................................ 8 45
Other— described ....................... 19 3 30
Unidentified ................................ 13 6 24
Total Charges.......................... 240 210 235

WEYERHAEUSER COMPANY (DEC)

The Company has reserved 264,000 shares of common 
stock for employees’ qualified stock options and 324,535  
shares for conversion of subordinated debt. In January, 1974  
the Company reserved an additional 150 ,000  shares of 
common stock for unqualified stock options (see Note 10).

Changes in capital in excess of stated value of common 
stock are summarized as follows:

1973 1972
Balance, January 1 ............................. $ 7,754,496 $7,730,819
Add;
Recovery of previously incurred 

costs incident to acquisition of
pooled companies......................  —  23,677

Excess of stated value of preferred 
stock over the stated value of 
common stock issued on
conversion..................................  4,464,000 —

12,218,496 7,754,496
Deduct:
Excess of cost of treasury stock 

over stated value of preferred
stock exchanged on conversion 7,799 —

Balance, December 31.................  $12,210,697 $7,754,496

Consolidated Other Capital
1973 1972

($ Thousands)
Balance at beginning of year. . . .  . $ 395 $ 23
Stated value of $2.75 second pre

ferred shares in excess of cost 
of treasury common shares and 
par value of new common 
shares issued upon conversion
(Note 7 ) ..................................... 63,850 —

Cost to redeem in excess of stated 
value of $2.75 second preferred
shares (Note 8 ) .........................  (67) —

Proceeds in excess of cost of trea
sury common shares and par 
value of new common shares is
sued upon exercise of stock
options........................................ 1,158 370

Other transactions— net.................. 150 2
Balance at end of year................  $65,486 $395

Note 7 (in part): Common shares— A summary of 1973 
common shares transactions follows (amounts in 
thousands):

Issued Treasury
Shares Amount Shares Amount

Beginning of year.... 125,929 $236,117 601 $ 6,925
Purchases ............... —  —  800 23,155
Stock options............  26 48 (140) (1,487)
Preferred shares

conversion ..........  2,112 3,960 (1,273) (28,741)
Other— net .............  —  —  12 148
End of year............ 128,067 $240,125 —  —
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Purchase A cquisition

BLUE BELL, INC. (SEP)

Notes to Financial Statements
Note 4: Capital Stock and Additional Paid-In Capital— The 

number of authorized shares of common stock is 15,000,000. 
Changes in the common stock account during the years 
ended September 30, 1973 and 1972 were as follows:

Par Value 
Number of ($3 .3 3 ⅓

Shares Issued per share)
Balance, October 1, 1971.............  6,011,858 $20,039,527
Exercise of stock options...............  1,150 3,833
Balance, September 30, 1972......  6,013,008 20,043,360
Issued in acquisitions accounted for

as purchases.............................. 60,928 203,091
Exercise of stock options...............  2,000 6,667
Balance, September 30, 1973 ......  6,075,936 $20,253,118

The Company is authorized to issue in series 300,000 
shares of $100 par value preferred stock.

Additional paid-in capital increased $1,783,790 during the 
year ended September 30, 1973 and $24,626 during the pre
ceding year. The increase in 1973 principally represents the 
excess ($1,763,687) of market value over par value of shares 
issued in acquisitions accounted for as purchases.

FRUEHAUF CORPORATION (DEC)

Consolidated Statement of Additional Paid-In Capital
1973 1972

Balance at beginning of the year... $132,713,701 $132,324,087
Excess of fair value (market price) 

over par value of 3,681,715 
shares of Common Stock issued 
in exchange for Common Stock 
of Kelsey-Hayes Company (Note
A )...............................................  88,361,160

Excess of principal amount of Con
vertible Subordinated Deben
tures over the par value of 
Common Stock issued upon con
version (1973— 1,787 shares;
1972— 12,869 shares)............  45,158 324,917

Excess of par value over cost of 4%
Preferred Stock purchased 
(1973— 772 shares; 1972 —
1,892 shares)............................  33,064 64,697

Balance at end of the year..........  $221,153,083 $132,713,701

Note A (in part): Kelsey-Hayes Acquisition— Effective Oc
tober 31, 1973, Kelsey-Hayes Company, a manufacturer of 
wheel and brake components principally for automobile origi
nal equipment manufacturers, was acquired through a 
merger whereby all the outstanding shares of Kelsey-Hayes 
Company were exchanged for 3,681,715 shares of Fruehauf 
Common Stock, at a fair value of $25.00 ($92,042,875), and 
the subsequent purchase through tender by Fruehauf from

the former Kelsey shareholders of 550,000 of the Fruehauf 
Common shares so issued at $25.00 a share. The Kelsey- 
Hayes acquisition has been accounted for as a purchase and 
the results of Kelsey-Hayes’ operations for the two months 
ended December 31, 1973, are included in the consolidated 
statement of net earnings. Under the purchase method of 
accounting, the total cost was assigned to the net tangible 
assets acquired on the basis of their estimated value.

Stock Issued in C onnection  W ith Em ployee  
Plans

AMF INCORPORATED (DEC)

Consolidated Statements of Capital in Excess of Par 
Value

1973 1972
($ Thousands)

Balance at beginning of year (Note
1 ) ...............................................  $63,358 $62,322

Excess of proceeds over par value 
of common stock issued upon 
exercise of stock options (Note
7 ) ...............................................  382 5,328

Cost of treasury stock in excess of 
proceeds received upon exer
cise of stock options (Note 7 ).. (787) —

Tax benefit related to disposition of
stock option plan shares..........  47 668

Retirement of common stock.........  (594) (33)
Other...............................................  42 73
Balance at end of year................  $67,448 $68,358

Note 7: Stock Options— At December 31, 1973, 640,021 
shares (695,813 at December 31, 1972) of the Company’s 
common stock were reserved under stock option plans for 
officers, executives and key managerial employees, against 
which options were outstanding for 277,581 shares at prices 
ranging from $17.75 to $65.25 per share (except for prices 
ranging from $13.33 to $36.87 on outstanding options for 
3,704 shares issued in exchange for options of an acquired 
company), the fair market value on the date of grant. The 
options expire at various dates to December 1983. At De
cember 31, 1973, options were exercisable with respect to 
121,846 shares (77,202 shares were exercisable at De
cember 31, 1972).

At December 31, 1972, options for 268,313 shares were 
outstanding. In 1973, options for 88,080 shares were 
granted: options for 32,490 shares were cancelled; and op
tions were exercised for 46,322 shares at prices ranging from 
$13.33 to $36.25 per share (options were exercised by em
ployees in 1972 for 215,058 shares at prices ranging from 
$13.33 to $38.25 per share, and a 1968 option to purchase
30,000 shares for $750,000 was exercised in May 1972).
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W. T. GRANT COMPANY (JAN) 

Statement o f Capital

Cumulative
Preferred

Stock
Common

Stock

Amounts paid by Earnings
employees under retained

Paid-in stock purchase for use in
Capital contracts the business

Treasury 
Common 

Stock
Balance at February 1, 1972...............
Purchase of 284,140 shares of treasury

Common Stock.......................................
Purchase and cancellation of 4,532 shares

of Cumulative Preferred Stock.............
Receipts from employees under stock

purchase contracts.................................
Issuance of 40,525 shares of unissued 

Common Stock and 62,355 shares of 
treasury Common Stock under Em
ployees' Stock Purchase Plans............

Conversion of 4% Convertible Subordi
nated Debentures into 6,279 shares of
Common Stock......................................

Net earnings for the year...........................
Cash dividends;

3¾%  Cumulative Preferred Stock- 
— Four quarterly dividends of 93¾c
each per share....................................

Common Stock— Four quarterly di
vidends of 37½c each per share .... 

Balance at January 31, 1973.................

Purchase of 4,600 shares of treasury
Common Stock......................................

Purchase and cancellation of 11,353  
shares of Cumulative Preferred Stock . 

Receipts from employees under stock
purchase contracts.................................

Issuance of 73,340 shares of treasury 
Common Stock under Employees' Stock
Purchase Plans.......................................

Conversion of 4% Convertible Subordi
nated Debentures into 9,356 shares of
Common Stock......................................

Net earnings for the year...........................
Cash dividends:

3¾ %  Cumulative Preferred Stock- 
— Four quarterly dividends of 93¾c
each per share....................................

Common Stock— Four quarterly div
idends of 37½c each per share........

Balance at January 31, 1974.................

$9,053,000

(453,200)

8,599,800

(1,135,300)

$7,464,500

$18,529,243 $83,963,834 $1,231,674

201,609

3,491,518

50,656 386,353 (3,294,115)

7,849 166,190

18,587,748 84,717,986 1,429,077

517,513

2,583,998 

(1,211,874) (2,374,716)

11,695 247,844

$18,599,443 $84,271,469 $1,638,359

$244,507,739

37,787,066

(334,709)

(20,806,653)
261,153,443

8,429,473

(293,054)

(20,828,989)
$248,460,873

($31,540,396)

(11,466,198)

2,857,106

(40,149,488)

(133,315)

3,586,590

($36,696,213)
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HALLIBURTON COMPANY (DEC)

Changes in C apita l S tock a n d  Paid-In  C apital

DRESSER INDUSTRIES, INC. (OCT)

C onsolidated S tatem ents o f C apita l in Excess o f P a r or
S tated  Value a n d  o f R eta ined  Earnings

1973 1972

CAPITAL IN EXCESS OF PAR OR 
STATED VALUE

($ Thousands)

Balance at beginning of year.........
Excess of proceeds over par value 

of common shares sold under

$ 94,916 $ 94,620

stock option plans.....................
Excess of deferred compensation 

liability over cost of treasury 
shares or par value of common

1,131 203

shares issued............................
Excess of stated value of preferred 

shares converted over par value 
of common shares issued upon

456 93

conversion.................................. 78 —

Balance at end of year................
RETAINED EARNINGS

$ 96,581 $ 94,916

Balance at beginning of year......... $275,897 $261,628
Net earnings................................... 44,196 38,933

Deduct dividends paid:
On common shares— $1.40 a

320,093 300,561

share........................................
On $2.20 Series A preferred

13,770 13,694

shares .....................................
On $2.00 Series B preferred

7,503 7,539

shares ..................................... 3,424 3,431
Balance at end of year................ $295,396 $275,897

Common Stock

Paid-in 
Capitol in 
Excess of

Shares Amount Par Value 
($ Thousands)

Balance, December 31, 1971 ....17,568,352  
Exercise of employees' stock

$43,921 $ 21,016

options..................................... 4,975 12 100
Sale of restricted stock to emp

loyees (Note 7 ) ......................
Amortization of market value in 

excess of proceeds received 
on sale of restricted stock

65,416 164 —

(Note 7 ) .................................. — — 947
Balance, December 31, 1972......
Conversion of 4% and 4.5%  con

vertible subordinated deben
tures (Note 5 ).........................

17,638,743

531,290

44,097

1,328

22,063

67,471
Sale of stock by public offering .. 
Sale of restricted stock to em

ployees (Note 7 ).....................

1,000,000

4,524

2,500

11

168,666

Amortization of market value in 
excess of proceeds received 
on sale of restricted stock
(Note 7 ) .................................. — — 1,294

Balance, December 31, 1973..... 19,174,557 $47,936 $259,494

Note 5 (in part): Long-Term Debt— In August 1973, the 
Company called for redemption all of its outstanding 4% con
vertible subordinated debentures due September 15, 1997. 
As a result of the call, $69,625,000 principal amount of the 
debentures were converted into 531,237 shares of the 
Company’s common stock. The remaining $375,000 princi
pal amount of such debentures were redeemed. The 4.5% 
debentures (a Eurodollar obligation) are convertible into Hal
liburton Company common stock at $132 per share. During 
1973, $7,000 principal amount of such debentures were con
verted into 53 shares of the Company’s common stock.

Note 7 (in part): Capital Stock— Under the terms of the 
Company’s career executive incentive stock plan, adopted in 
1969, 500,000 shares of the Company’s common stock were 
reserved for sale to officers and key employees at a purchase 
price not to exceed par value of $2.50 per share. Shares sold 
under this plan are restricted as to sale or disposition by the 
employee with such restrictions lapsing periodically over an 
extended period of time. In addition to the plan, individual 
agreements were entered into with similar restrictions. At De
cember 31 , 1973, 314,590 previously unissued shares (net of 
7,710 shares forfeited) and 8,000 treasury shares (net of
1,000 shares forfeited) have been issued under the career 
executive incentive stock plan and the individual agreements 
described above. The fair market value of the stock, on date 
of issuance, in excess of sales price is being amortized and 
charged to income (with similar credits to paid-in capital in 
excess of par value) generally over a fifteen year period. At 
December 31, 1973 the unamortized excess amounted to 
$15,655,723 and there were 190,410 shares available for 
future sales under the plan.
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TEXAS INSTRUMENTS INCORPORATED (DEC)

McGRAW-EDISON COMPANY (DEC)

Consolidated Statement of Additional Paid-in Capital
1973 1972

Balance at Beginning of Year, as
Previously Reported.................. $51,772,000 $61,841,000

Excess of par value of shares issued 
over par value of stock and capi
tal surplus of predecessor com
panies, combined on a
"pooling-of-interests" basis......  (100,000) (100,000)

Combined Balance at Beginning of
Year....................................  51,672,000 61,741,000

Excess of quoted market value over 
par value of 519,999 shares is
sued for companies acquired on
a purchase basis........................ 9,787,000 —

Proceeds in excess of par value of 
5,460 shares of stock in 1973 
and 13,592 shares in 1972 sold
under stock option plans..........  138,000 326,000

Excess of quoted market value over 
par value of 244,030 Treasury 
shares contributed to the 
Company's Profit Sharing Trust 
in partial satisfaction of the 
Company's profit sharing
liability........................................ 5,857,000 —

Cost in excess of par value of 
250,959 Treasury shares
acquired.....................................  —  (10,395,000)

Other...............................................  126,000 —
Balance at End of Year...............  $67,580,000 $51,672,000

Notes to Financial Statements
Shareowners’ Equity— In April 1973 the shareowners ap

proved an increase in the authorized common stock of the 
company from 12,500,000 shares to 30,000,000 shares and 
a two-for-one common stock split.

Thousands of Dollars 
1973 1972

Cumulative preferred stock, $25 par value; au
thorized 750,000 shares........................... $ —  $ —

Common stock; $1 par value:
Shares

1973 1972
Authorized ......... 30,000,000 12,500,000
Issued ................  22,852,392 11,113,333 22,852 11,113

Additional paid-in capital.....................................  94,302 75,478
Retained earnings................................................. 352,183 283,036

$469,337 $369,627

Shares issued include 85,510 in 1973 and 49,036 (ad
justed for two-for-one stock split) in 1972 purchased for 
awards under the company’s incentive compensation plan; 
the cost of such shares, $5,696,000 and $2,000,000 in 1973 
and 1972, respectively, is included in other assets and defer
red charges.

Thousands of Dollars 
1973 1972

Paid-in capital at beginning of year $75,478 $73,314
Excess over par on stock issued on 

exercise of stock options 
(625 ,726 shares in 1973;
65,978 shares in 1972, ad
justed for two-for-one stock
split)........................................... 23,951 2,010

Tax benefit resulting from disqual
ifying disposition by employees 
of stock purchased under stock 
option plans and from the dis
tribution of stock to employees 
under the incentive compensa
tion plan.....................................  5,704 154

Difference between market and cost 
of treasury shares estimated to 
be awarded in January 1974 as 
a part of incentive compensation
accrued in 1973........................ 631 —

Transfer of par value of common 
stock issued as a result of two- 
for-one split (1 1 ,3 8 9 ,9 1 8
shares)........................................ (11,390) —

Expenses associated with two-for-
one split.....................................  (72) —

Paid-in capital at end of year.....  $94,302 $75,478
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Incom e Tax B enefit from  Issuan ce of 
Stock to  Em ployees

FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION (DEC)

Consolidated Statement of Shareholders’ Equity
Additional

Common Stock Paid-In Retained
Shares Amount Capital Earnings

Balance, January 2, 1972 4,387,620
($ Thousands) 

$4,388 $47,888 $ 5,522
Net income— 1972.......... — — — 11,026
Public offering of common 

stock, less related ex
penses of $173,000 .. 500,000 500 15,378

Sales of common stock 
under employee stock 
option plan.................. 91,856 91 1,887

Other................................ — — 11 —

Balance, December 31, 
1972............................ 4,979,476 4,979 65,164 16,548

Net income— 1973 ......... — — _ 41,159
Sales of common stock 

under employee stock 
option plan.................. 77,287 78 1,829

Conversion of convertible 
subordinated notes .... 49,424 49 3,824

Tax benefit related to em
ployees' premature 
disposition of option 
shores and exercise of 
non-qualified stock op
tions (Note 3 ) ............. 2,094

Cash dividends—  $.30 per 
share............................ (1,517)

Balance, December 30, 
1973............................ 5,106,187 $5,106 $72,911 $56,190

Note 3 (in part): Provision for Income Taxes and Extraordi
nary Credit— At December 31, 1972 the Company had an 
unused net operating loss carryforward for Federal income 
tax purposes of approximately $24 million from losses sus
tained in 1970 and 1971 and which included approximately 
$4,700,000 of tax deductions in excess of financial statement 
expenses. In addition, the Company had unused foreign tax 
credit and investment tax credit carryforwards of approxi
mately $2,100,000 and $400,000, respectively. During 1972 
and 1973 the Company used all of the carryforwards availa
ble and the income tax reductions resulting therefrom have 
been included as an extraordinary credit in the consolidated 
statement of income.

The $4,700,000 of deductions in excess of financial state
ment expenses resulted principally from employee exercises 
of non-qualified stock options and use of accelerated depre
ciation methods for income tax purposes. The tax effect of 
the deductions applicable to employee exercises of non
qualified stock options of approximately $829,000 was cred
ited to additional paid-in capital. The remaining net tax effect

of differences between financial and tax reporting of approx
imately $1,513,000 was credited to deferred taxes in the bal
ance sheet.

During 1973, there were differences between financial and 
taxable income similar to those described in the previous 
paragraph as well as differences resulting from financial 
statement provisions which are not currently tax deductible. 
The tax effect of the deductions applicable to employee exer
cises of non-qualified stock options and employees’ prema
ture disposition of option shares resulted in tax benefits of 
approximately $1,265,000 which was credited to additional 
paid-in capital. The remaining tax effects of differences bet
ween financial and taxable income have been charged or 
credited to accumulated income tax prepayments or deferred 
taxes in the balance sheet.

JOHN H. HARLAND COMPANY (DEC)

Notes to Financial Statements
Note 2: Shareholders’ Equity— In December 1973, the 

Company called and retired the cumulative 5% preferred 
stock. The call premium of $3,222 was charged to retained 
earnings.

There are 500,000 authorized shares of series preferred 
stock (par value $1.00), but none have been issued.

Changes in additional paid-in capital were as follows:
1973 1972

Balance at beginning of year.......
Income tax benefit resulting from

$ 355,426 $ Nil

stock distribution (See Note 5). 
Sale of common stock to employees

500,357

(See Note 4 )........................
Portion of excess of fair value of 

restricted stocks sold to em
ployees in 1969 over issuance

314,019 322,558

price...................................
Income tax benefit from early dis

position by employees of stock 
issued under Stock Purchase

20,644 20,644

Plan.................................... 11,170 12,224
Balance at end of year................ $1,201,616 $355,426

Note 5: Stock Distribution— -The Company realized an in-
come tax benefit of $500,357 from the distribution of 38,623 
shares of common stock to 774 employees from an irrevoca
ble trust formed by the founder of the Company. The distribu
tion was made in commemoration of the Company’s fiftieth 
anniversary. No conditions were attached to the delivery of 
the shares, and no employee received more than 200 shares. 
The income tax benefit resulting therefrom is included in addi
tional paid-in capital and an equivalent income charge is in
cluded in income tax expense.



Charges and Credits to Capital Accounts 355

LA MAUR INC. (DEC)

Notes to Consolidated Financial Statements 
Note G; Additional Paid-in Capital— Changes in this ac

count are summarized below:

1973 1972
Balance at beginning of year......... $2,347,356 $2,302,509
Tax benefit resulting from executive

stock sale plan (Note F)..........  29,005 31,407
Excess of proceeds over par value 

of shares issued pursuant to op
tions exercised........................... —  13,440

Balance at end of year................  $2,376,361 $2,347,356

Note E (in part): Executive Stock Sale Plan— Under current 
income tax regulations, the Company is entitled to a tax de
duction for the difference between the employee’s purchase 
price and the lesser of the market prices on the date of the 
employee’s purchase or the date the restrictions on the stock 
lapse. An amount equivalent to the tax benefit thus derived 
has been charged to income as part of the provision for in
come taxes and has been credited to additional paid-in capi
tal as additional consideration received by the Company for 
the stock sold under the plan.

C o nversion  o f Debt

BURROUGHS CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 3: Common Stock and Paid-In Capital— The Com

pany has 30,000,000 shares of authorized common stock. 
Changes in issued common stock and paid-in capital are 
summarized as follows:

Common Stock Paid-in
Shares Amount Capital

Balance at December 31,
1971 ......................  18,518,463 $92,592,315 $232,179,620

Sale of stock under the
stock option and
purchase plans......... 169,103 845,515 17,067,836

Conversion of convertible
debt..........................  10,493 52,465 1,446,207

Balance at December 31,
1972 ..................  18,698,059 $93,490,295 $250,693,663

Sale of stock under the 
stock option and
purchase plans......... 117,166 585,830 19,733,877

Conversion of convertible
debt..........................  678,673 3,393,365 102,154,933

Balance at December 31,
1973 ..................  19,493,898 $97,469,490 $372,582,473

Treasury stock consists of 23,340 shares valued at cost. At 
December 31, 1973, 1,238,740 shares of unissued common 
stock of the Company were reserved for conversion of con
vertible debt, and the stock option and purchase plans.

WARNER-LAMBERT COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 12: Capital in Excess of Par Value of Common Stock:

Year Ended December 31, 
1973 1972

(in Thousands) 
$128,435 $120,860Balance at beginning of year.........

Value ascribed to shares for 100% 
Common Stock distribution
(38,874,807 shares)................

Excess of proceeds over the par 
value of common shares issued 
under stock option plans 
(67 ,580  shares in 1973;
139,246 in 1972)....................

Excess of principal amount of con
vertible debentures over par 
value of common shares issued 
upon conversion (83,397 shares 
in 1973; 109,874 in 1972).... 

Excess of market over par value of 
common shares issued under the 
Alternate Stock Plan (13,377 
shares in 1973; 24 ,956 in
1972).........................................

Excess of carrying value of equity 
securities of pooled companies 
not requiring restatement over 
par value of common shares is
sued (56,658 shares in 1973;
421,136 in 1972).....................

Value ascribed to 28,512 additional 
shares of Common Stock issued 
in connection with acquisition of 
Elizabeth Bio-Chemical Labora
tory in 1969 per acquisition
agreement..................................

Other ...............................................
Balance at end of year................

(38,875)

1,736

2,144

667

3,315

2,873

1,130

21 146

(29) -
48 111

$ 94,147 $128,435
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FILTER DYNAMICS INTERNATIONAL, INC. (NOV)

Consolidated Statement o f Capital in Excess o f Par 
Value

1973
Balance— At beginning of period... $15,473,183 
Excess of market value over par 

value of 23,241 and 19,997 
preferred shares issued as a 5%  
stock dividend for 1973 and
1972 respectively..................... 511,302

Excess of exercise price of warrants 
over par value of preferred
stock issued thereon................  49,000

Offering price over par value of
300,000 common shares is
sued, net of related expenses..

Excess of market value over par 
value of 3,024 common shares
issued as compensation............ —

Excess of market value over par 
value of 16,897 and 87,307 
additional shares issued in 1973 
and 1972 respectively which 
were earned by acquired com
panies upon attainment of
specified earnings levels..........  236,558

Excess of conversion price of 7% 
convertible subordinated deben
tures over par value of stock is
sued upon conversion............... 1,080,000

Excess of market value over par 
value of shares received pur
suant to indemnification agree
ments with former officer and 
former owners of an acquired
subsidiary.................................. (48,170)

Balance— At end of period..........  $17,301,873
( ) Denotes deduction

1972
$ 5,918,823

499,925

—  6,885,176

30,238

2,139,021

Notes to Financial Statements
Note 6 (in part): Capital Stock— Changes in capital stock 

outstanding were as follows:

$15,473,183

Outstanding at November 30, 1971 
Contingent shares issued subse

quent to acquisition pursuant to 
earning levels;

Torite Enterprises, inc.................
E. E. Lohn Company, Inc............

Conversion of preferred to common
shares ........................................

Sale of shares in a public offering. 
Issued per employment contract....
Preferred stock dividend................
Outstanding at November 30, 1972 
Conversion of 7% convertible sub

ordinated notes.........................
Exercise of warrants associated 

with 7% convertible subordi
nated notes................................

Contingent shares issued subse
quent to acquisition pursuant to 
earnings level of California Tube
Products, Inc..............................

Conversion of preferred to common
shares ........................................

Preferred stock dividend................
Shares received pursuant to indem

nification agreement with 
former officer and with former 
owners of an acquired
subsidiary..................................

Outstanding at November 30, 1973
( ) denotes deduction

Preferred 
Shares 
(Net of 
Escrow 
Shares) 

401,590

(19,648)

19,997
401,939

60,000

3,500

(20,095)
23,241

Common 
Shares 
(Net of 
Escrow 
Shares) 

1,246,851

44,000 
43,307

19,648
300,000

3,024

1,656,830

60,000

16,897

20,095

468,585
(4,961)

1,748,861
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Purchase or R edem ption of C apita l S tock

HYGRADE FOOD PR O D U C TS C O R PO R ATIO N  
(OCT)

Statement of Consolidated Other Capital
1973 1972

Balance at beginning of year......... $13,128,388 $13,921,803
Excess of proceeds over par value 

of common shares issued under 
restricted stock option
agreements................................  —  38,500

Excess of market value of 5%  
common stock dividend over par 
value of 50,512 shares issued
(48,220 in 1972)......................  953,414 1,416,462

Excess of par value over cost of pre
ferred stock, Series A, pur
chased and retired (208 and 
132 shares in 1973 and 1972,
respectively).............................  11,491 7,260

14,093,293 15,384,025
Preference stock conversions, in

cluding cash inducements.........  —  2,170,491
Preference stock redemptions (Note 

6):
Excess of cost over par value of

4 ,010  shares purchased
(15,040 in 1972)...................  178,139 718,746

Reversal of 1971 provision for
redemption requirements.......  —  (633,600)

Excess of cost over par value of 
57,700 common shares
purchased..................................  931,069 —

1,109,208 2,255,637
Balance at end of year................  $12,984,085 $13,128,388

Note 6: Capital Stock— Preference stock may be re
deemed by the Company at $52.25 up to June 30, 1974 with 
annual reductions thereafter to a minimum price of $49 per 
share at any time after June 30, 1986. The involuntary liqui
dation price of such preference stock is $49 per share, which 
aggregated $1,757,140 at November 3, 1973. After deduct
ing the equity of preference and preferred stockholders at the 
involuntary liquidation price and par value, respectively, the 
net equity attributable to common stockholders as of 
November 3, 1973 was $30,207,027, or $29.81 per share.

The holders of preference stock have the right to convert 
their stock into shares of common stock of the Company at 
any time at an adjusted conversion price of $36.28 per share 
(taking the preference at $49 per share), subject to further 
adjustment in the event of the issuance of common stock for 
a consideration less than the conversion price then in effect 
and also in respect of stock splits, com binations and stock 
dividends.

During the year the Company purchased on the open mar
ket 4,010 shares of preference stock.

Because current conversions and redemptions have ex
ceeded sinking fund requirements the Company has no ob
ligation to redeem any portion of the preference stock until

1985. Consequently, there is no current liability with respect 
to the redemption requirements for preference stock. How
ever, the Company has the option to redeem 13,200 shares 
of preference stock on July 1 of each year at $49 per share.

The preferred stock is callable at par at the discretion of the 
Board of Directors except that 830 shares of the Series B 
preferred stock are required to be redeemed annually at par 
on each December 1 through 1974, and 1,244 shares annu
ally thereafter until retired. All required redemptions to date 
have been made. In addition, during the year the Company 
purchased 208 shares of Series A preferred stock.

No dividend may be paid or distribution of assets in liquida
tion or otherwise may be made in respect of common stock 
unless dividends and other amounts payable with respect to 
the preference stock have first been paid in full. Likewise, no 
dividends may be paid or distribution of assets in liquidation 
or otherwise may be made in respect of such preference 
stock unless dividends and other amounts payable in respect 
of the preferred stock have first been paid in full.

During the year the Company purchased on the open mar
ket 57,700 shares of its common stock at a cost of 
$1,219,569, which are held in the treasury.

OWENS-ILLINOIS, INC. (DEC)

Consolidated Capital in Excess of Stated Value
1973

($ Thousands)
1972

Balance at beginning of year......... $70,859 $69,520
Credits arising from:
Retirement of 8 ,523 preferred 

shares (7,732 shares in 1972) 
purchased for cash................... 205 189

Issuance of 38,378 common shares 
under stock option plans........... _ 1,586

Conversions of:
3,455 preference shares into 

5,159 common shares.......... 53
$3,107,000 principal amount of 

4 ½% convertible subordi
nated debentures into 52,655 
common shares...................... 2,942

$25,000 principal amount of 5% 
guaranteed convertible deben
tures into 397 common shares 24

Applicable portion of acquisition 
cost of common treasury shares: 

79,300 shares purchased (220,700 
shares in 1972)......................... (157) (436)

1,333,333 shares received in ex
change for Owens-Corning 
Fiberglas Corporation common 
stock........................................... (2,637)

Balance at end of year................ 71,289 70,859
Unpaid installments on common 

stock subscriptions under option 
plan............................................ (35) (59)

Balance at end of year after deduc
tion of subscriptions..... ........ $71,254 $70,800
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R ecapita lization

ASG INDUSTRIES INC. (DEC) 

Statement of Shareholders’ Equity
5% Cumulative

Preferred Common Paid-in Retained
Shares Amount Shares Amount Capital Earnings

Balance, December 31, 1971.......................... 142,907 $3,572,675 2,361,781 $2,361,781 $12,545,619 $2,347,272
Exercise of stock options (Note 7 ) ..................
Income tax effect of losses and tax credits 

arising prior to the 1970 quasi
reorganization (Note 5 ) ..............................

213,550 213,550 865,425

626,000
Net earnings for the year................................. — — — — — 3,461,961
Balance, December 31, 19 7 2 ...........................
Reclassification of 142,907 shares of 5%  

Cumulative Preferred Stock, $25 par 
value, and dividend arrearages thereon 
($2,098,947) into 428,721 shares of

142,907 3,572,675 2,575,331 2,575,331 14,037,044 5,809,233

Common Stock, $1 par value (Note 9 ) . . . .  
Exchange of promissory note for conversion 

privileges of 6% First Mortgage Converti
ble Bonds (Note 4 ) .....................................

(142,907) (3,572,675) 428,721

  _

428,721 5,242,901

(4,000,000)

(2,098,947)

Exercise of stock options (Note 7 ) ..................
Income tax effect of losses arising prior to the

— — 2,000 2,000 6,250

1970 quasi-reorganization (Note 5).......... — — — — 521,000 —
Net earnings for the year................................. — — — — — 2,926,095
Balance, December 31, 1973 ........................... — $ — 3,006,052 $3,006,052 $15,807,195 $6,636,381

Note 4 (in part): Long-Term Debt— Long-term debt con
sisted of:

6% First Mortgage Bonds due April

December 
31, 1973

December 
31, 1972

1, 1982 .....................................
6%  First Mortgage Bonds due April

$20,790,000 $20,790,000

1, 1982 (Formerly Convertible) 
9¼% Promissory Note due April 1,

7,260,000 7,260,000

1993...........................................
6 ⅛% Subordinated Promissory

7,000,000 —

Note due April 1, 1993............
9% Subordinated Promissory Note

4,000,000 4,000,000

due June 1, 1982 .....................
5½% Subordinated Debentures due

4,000,000 —

April 1, 1983............................
Other Long-Term Debt and

3,055,800 3,055,800

Obligations................................

Less payments due within one year

1,934,231
48,040,031

2,184,231
37,290,031

included in current liabilities.... 2,535,660
$45,504,371

250,000
$37,040,031

Note 5: Income Taxes— Taxes on income consisted of;

(a) The 6% First Mortgage Bonds are redeemable at their 
principal amount through the operation of a sinking fund and 
are callable, at the Company’s option, at 102% or at principal 
amount under certain circumstances. Semi-annual sinking 
fund payments of $990,000 commence on April 1, 1974.

In 1973, the Company issued a 9%— $4,000,000 Subordi
nated Promissory note for the conversion privileges of the 6% 
First Mortgage Convertible Bonds.

1973 1972
Amount currently payable............... $ 915,000 $3,272,000
Provision in lieu of income taxes .. 521,000 626,000
Deferred income taxes................... 208,000 (133,000)

1,644,000 3,765,000
Less investment tax credits:
Applied against current liability .... (442,000) (606,000)
Carry-back portion.......................... (806,000) —

$ 396,000 $3,159,000

The provision in lieu of income taxes represents the tax 
benefits of pre-1971 investment credits, and certain charges 
against current taxable income that had been recognized for 
financial reporting purposes prior to 1971. This provision rep
resents no actual tax payment, and has been credited to 
paid-in capital since the cumulative losses of the Company 
prior to 1971 were charged to paid-in capital as a result of a 
quasi-recorganization at December 31, 1970. Deferred in
come taxes result from timing differences in the recognition of 
expense for tax and financial statement purposes, principally 
depreciation and pensions.

Certain charges against income during 1970 (approxi
mately $7,000,000) will be used in the future to reduce in
come tax payments when such charges are deductible for 
income taxes. The tax benefits of these charges when 
realized will be credited to paid-in capital.
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Note 9: Preferred Stock— In January 1973, the sharehol
ders approved a Plan of Recapitalization which amended the 
Certificate of Incorporation of the Company to eliminate the 
5% Cumulative Preferred Stock (including dividend arrear
ages thereon) by reclassifying each share of Preferred Stock 
into three shares of Common Stock.

At the annual meeting of shareholders in April 1973, an 
amendment to the Certificate of Incorporation was approved 
to eliminate the 30,000 shares of 6% Cumulative Preference 
Stock from the Company’s authorized capital. None was is
sued or outstanding in either 1973 or 1972.

Purchase— Additional S tock Paym ents

KOPPERS COMPANY, INC. (DEC)

Cumulative
Preferred Common

Capital 
In Excess 

of
Treasury

Stock,

Earnings 
Retained 

in the

Total 
Preferred 

and Common 
Shareholders'

Stock Stock Par Value at Cost Business Equity
Balance at January 1, 1972............................ $15,000,000 $27,547,250 $59,508,338 $ — $134,025,389 $236,080,977
Increase resulting from adapting equity method 

of accounting for investments................... _ — 952,221 952,221
Net income for the year 1972 ........................ — — — — 23,144,694 23,144,694
Cash dividends paid:

On preferred stock, $4.00 per share......... _ — (600,000) (600,000)
On common stock, $1.66 per share........... __ — — — (9,246,525) (9,246,525)

Common stock issued during 1972:
115,500 shares for companies acquired ac

counted for as poolings of interests (Note 
2) .............................................................. 577,500 (73,406) 2,232,683 2,736,777

3,195 shares os additional consideration for 
companies acquired in prior year ac
counted for os purchases........................ 15,975 (5,957) 10,018

Balance at December 31, 1972....................... 15,000,000 28,140,725 59,428,975 — 150,508,462 253,078,162

Net income for the year 1973 ........................ $ - $ - $ - $ - $ 29,535,344 $ 29,535,344
Cosh dividends paid:

On preferred stock, $4.00 per shore......... — (600,000) (600,000)
On common stock, $1.80 per shore.......... __ — — — (10,130,640) (10,130,640)

Common stock issued during 1973:
59,793 shares os additional consideration 

for company acquired in 1970 accounted 
for as a purchase (Note 2 ) ..................... 298,855 1,860,058 870 2,159,783

Common stock reacquired during 1973:
22  shares returned from escrow account es

tablished in connection with company ac
quired in prior year accounted for as a 
purchase.................................................... (870) (870)

Balance at December 31, 1973....................... $15,000,000 $28,439,580 $61,289,033 $ - $169,313,166 $274,041,779

Notes to Financial Statements
Note 2: Acquisitions— As a result of the Company’s com

mon stock not attaining a price level stipulated in a 1970 
merger agreement with General Crushed Stone Company, 
59,793 shares of common stock were issued as additional 
consideration to the former shareholders of the acquired 
company. The fair market value of the shares issued has 
been charged to depreciable assets. In the original account
ing for the acquisition, the excess of the book value at date of 
acquisition over the market value of the stock issued and the 
maximum value of additional shares which might be issued is 
being amortized over the average remaining life of the depre
ciable assets.

Public O ffering of S tock

THE QUAKER OATS COMPANY (JUN)

Notes to Financial Statements
Shareholders’ Equity (in part): Changes in Capital 

Accounts— Changes in Common stock, Additional paid-in 
capital and Treasury common stock during 1972 and 1973 
are summarized as follows:
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Amounts in Thousands of Dollars (deduct)
Additional Treasury

Common Stock Paid-In Common Stock
Shares Amount Capital Shares Amount

Balance, June 30, 1971 .............................................................. 12,878,007 $ 64,390 $ 1,710 216,825 $ 7,323
Needlecraft Corporation of America pooling of interests.......... 424,813 2,124 (1,643) — —
Restated June 30, 1971................................................... 13,302,820 66,514 67 216,825 7,323
Stock options exercised and conversions of preferred............ 118,202 591 3,191 (16,408) (555)
Sale of common stock to trustee of profit sharing plan........... — — 92 (12,500) (422)
Balance, June 30, 1972.................................................... 13,421,022 67,105 3,350 187,917 6,346
Stock options exercised and conversions of preferred............ 146,646 733 3,093 (804) (23)
3-for-2 Stock split September 22, 1972.................................. 6,725,190 33,626 (3,968) 89,648 —
Additional stock issuance November 1, 1972 .......................... 600,000 3,000 19,622 — —

Sale of common stock to trustee of profit sharing plan........... — — 262 (8 ,200 ) (277)
Balance, June 30, 1973................................................... 20,892,858 $104,464 $22,359 268,561 $6,046

Cash D ividends on Preferred  S tock

STRUTHERS WELLS CORPORATION (NOV)

W arrants

UNITED FOODS, INC. (FEB)

C onsolidated S tatem ent o f A dditional Pa id -In  C apita l 
a n d  R eta ined  Earnings

ADDITIONAL PAID-IN 
CAPITAL:

1973 1972

Amount at beginning of year......... $7,734,573 $5,960,346
Additional cost of rights offering... 
Excess of proceeds over par value 

from exercise of common stock 
purchase warrants for 619,909

(16,815)

and 535,006 shares................
Excess of face amount of 6 and 

61/2% convertible subordinated 
notes over par value of 336,185 
common shares issued on con-

929,959 802,509

version less unamortized costs. — 971,718
Amount at end of year................
RETAINED EARNINGS:

$8,647,717 $7,734,573

Amount at beginning of year as pre
viously reported........................ $3,738,455 $ (341,147)

Prior period adjustment.................. (165,340) (165,340)
As restated...................................... 3,573,115 (506,487)
Net income for year........................
Adjustment required to effect

1,879,913 4,354,722

pooling........................................
Excess of amount paid over market 

value of 254 ,636 common

(275,120)

shares acquired in treasury...... (604,760) —
Amount at end of year................ $4,848,268 $3,573,115

C onsolidated S tatem ent o f A d d itio n a l P a id -in  C ap ita l
1973 1972

Balance— Beginning of year..........  $10,702,778 $10,457,137
Cash distribution paid on $1.25

cumulative preferred stock......  (103,160) (103,160)
Excess of fair value over par value 

of 1,153 shares issued under
employment agreement............  4,808

Fair value of warrants issued in 
connection with 8% subordi
nated notes................................. 222,240

Increase due to public sale of stock
by 27½% owned company......  348,801

Balance— End of year.................  $10,826,666 $10,702,778

Notes to the Financial Statements
Note 10 (in part): Shareholders’ Equity 
Additional Paid-In Capital— In the absence of retained 

earnings, cash distributions paid on $1.25 cumulative pre
ferred stock were charged to additional paid-in capital in ac
cordance with applicable Maryland law. Such distributions 
are payable before any distributions are made on common 
stock and are cumulative. As of November 30, 1973, there 
were no arrears, but should they occur in the future, they 
would be payable without interest. These distributions accrue 
from day to day, beginning with each quarterly dividend 
period, regardless of the availability of surplus for the pay
ment thereof. Payment of these distributions to preferred 
shareholders are specifically permitted by both the note and 
bank agreements. Preferred shareholders are entitled to nine 
votes for each share held. However, should four quarterly 
distributions on the preferred stock be unpaid, the preferred 
shareholders are entitled to the exclusive voting right to elect 
a majority of the Board of Directors.
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Section 5: Statement of Changes
in Financial Position

This section reviews the format and content of the State
ment of Changes in Financial Position. APB Opinion No. 
19-Reporting Changes in Financial Position requires that “a 
statement summarizing changes in financial position . . .  be 
presented as a basic financial statement for each period for 
which an income statement is presented.” The Statements 
appearing as examples in this section have been edited to 
show, if not already so shown in the annual report, all dollar 
amounts in thousands. Except for several examples at the 
end of this section, disclosures of changes in elements of 
working capital (required by Opinion No. 19) have been omit
ted to emphasize other information contained within the 
statement.

PRESENTATION AND OPINION

Table 5-1 shows that all the survey companies presented a 
statement of changes in financial position and all such state
ments were referred to in the Auditors’ Report. For 1973 599 
of the aforementioned statements were presented on a com
parative basis as compared to 600, 596, and 538 in 1972, 
1971, and 1970, respectively.

TA B LE 5-1: PR ESEN TA TIO N  O F S TA TE M EN T OF  
C H A N G ES IN F IN A N C IA L PO SITIO N IN 
A N N U A L REPO RT

1973 1972 1971 1970
Statement Referred to in Auditors'

Report:
Final statement (*48 , 437 , 6 3 2 )... 442 443 466
Between income statement and bal

ance sheet (*159 , 364, 7 3 0 ) .. 51 46 54
First statement (* 19, 308, 6 8 4 ) . . .  13 20 22
Other (*115 , 204, 5 8 2 ) ................... 89 86 51
Statement separated from other fi

nancial statements ( *1 18, 419) 5 5 3
Subtotal ................................... 600 600 596
Statement not Referred to in Au

ditors' Report:
Statement included with other fi

nancial statements.......................  —  —  1
Statement separated from other fi

nancial statements........................ —  —  —
Subtotal ................................... —  — 1
Companies Presenting Statement ... 600 600 597

*Refer to Company Appendix Section.

424

45
31
40

19

TITLE

Opinion No. 19 recommends the title Statement of 
Changes in Financial Position. Table 5-2 summarizes the 
titles used by the survey companies to describe the state
ments of changes in financial position.

TA B LE 5-2: T ITLE  O F STA TE M E N T O F CH A N G ES  
IN F IN A N C IA L PO SITIO N

559
Statement of changes in financial

1973 1972 1971 1970

position............................................ 590 580 526 —

8
Source and application/use/ disposi

tion of funds/working capital. . . 7 13 52 472

6
14

Changes in working capital or work
ing capital changes......................

Funds statement or statement of
2 2 12 50

573 funds................................................ — 2 4 29
Miscellaneous other titles................. 1 3 3 22
Companies Presenting Statement.... 600 600 597 573
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FORM

The format of statements of changes in financial position 
may be divided into two types depending upon the purpose of 
the statement. One type analyzes operations and the noncur
rent accounts in order to present the reasons for the change 
in working capital. The other type analyzes all accounts in 
order to determine and display the reasons for the change in 
cash and cash equivalents. Changes in working capital or 
cash and cash equivalents are usually shown in one of three 
forms— as a balancing figure added to either sources or ap
plications, as the statement’s final amount, or as an addition 
to a beginning balance to obtain an ending balance. Table
5-3 summarizes the frequency of the presentation of the 
three possible forms within each type.

Paragraph 11 of Opinion No. 19 states:

11. Provided that these guides are met, the State
ment may take whatever form gives the most useful 
portrayal of the financing and investing activities and 
the changes in financial position of the reporting entity. 
The Statement may be in balanced form or in a form 
expressing the changes in financial position in terms of 
cash, of cash and temporary investments combined, of 
all quick assets, or of working capital. The Statement 
should disclose all important changes in financial posi
tion for the period covered; accordingly types of trans
actions reported may vary substantially in relative im
portance from one period to another.

Examples of statements of changes in financial position 
follow.

T A B L E  5 - 3 :  F O R M A T  O F  S T A T E M E N T  O F  

C H A N G E S  IN  F IN A N C IA L  P O S IT IO N

1973 1972 1971
Changes in Working Capital:

1970

Sources equal uses (*6, 232, 521) 
Increase (decrease) in working capi

tal (*340, 431, 675).................

87

404

101

390

117

346

178

197
Ending working capital (*108, 257,

7 5 6 ) .............................................. 77 80 95 154

Subtotal ...................................
Changes in Cash:

568 571 558 529

Sources equal uses (*367, 5 0 2 )... 
Increase (decrease) in cash or cash 

and cash equivalent (*176, 316,

9 5 9 9

6 3 7 ) .............................................. 13 11 16 16
Ending cash or cash and cash equi

valent (*35, 356, 5 3 9 )............. 10 13 12 14
Miscellaneous other forms.............. — — 2 5
Subtotal ................................... 32 29 39 44

Total Companies.........................

*Refer to Company Appendix Section.

600 600 597 573

Sources Equal Uses

CENTRAL SOYA COMPANY, INC. (AUG)

Consolidated Statement o f Changes in Financial Posi
tion

1973 1972
($ Thousands)

FINANCIAL RESOURCES PROVIDED:
Operations—
Net earnings ......................................
Charges to net earnings not requir

ing use of working capital during 
the period:

Depreciation...................................
Amortization...................................
Deferred income taxes................
M inority interests in net earnings

of subsidiaries.........................

Working capital provided by
operations............................

Issuance of long-term debt—
7½ %  sinking fund debentures less 

bond discount and expense of
$478..............................................

Other, including in 1972 contract 
payable of $6,117 relating to
purchased companies..................

Long-term debt of purchased com
panies at date of acquisition....

Disposition of property.....................
Other net changes............................

FINANCIAL RESOURCES USED:
Acquisition of property, plant and

equipment....................................
P roperty , p lant and equipment 

($12,771) and net noncurrent 
assets of purchased companies
at date of acquisition..................

Payment of cash dividends.............
Reduction of long-term deb t...........
Acquisition of companies..................
Purchase of 50,000 capital shares

for treasury.................................
Increase in working capital.............

$26,002 $16,154

11,282
399

2,765

8,709
346
197

336 311

40,784 25,717

29,522

3,793 13,132

2,070
1,001

$47,648

6,995
1,910

614

$77,890

$13,666 $19,814

7,692
11,042

14,155
7,317
7,527
1,131

1,408 
13,840 

$47,648

27,946

$77,890
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SQUARE D COMPANY (DEC)

Consolidated Statement of Changes in Financial Posi
tion

FUNDS USED FOR:

1973 1972

SOURCES OF FUNDS: 
Operations:

($ Thousands)

Net earnings............................... $33,702 $35,641
Depreciation................................ 6,216 5,148
Deferred income taxes............... 927 855

Total from operations............ 40,845 41,644
Long-term debt incurred................
Decrease in cash and marketable

20,000 11,225

securities...................................
Increase in accounts payable and

4,259 15,198

accrued expenses......................
Disposal of property, plant and

1,035 (258)

equipment.................................. 789 630
Exercise of stock options............... 349 972
Increase in income taxes payable.. 41 (1,440)
Miscellaneous.................................. 635 1,021

USE OF FUNDS:
$67,953 $68,992

Dividends to shareholders............. $23,743 $23,422
Additions to property, plant and

equipment.................................. 16,191 22,160
Increase in inventories................... 10,666 14,313
Increase in receivables................... 10,073 7,540
Payments on long-term debt.......... 4,542 1,288
Decrease in notes payable............. 2,000 (10,915)
Increase in dividend liability.......... 738 901
Purchase of minority interest......... — 10,283

$67,953 $68,992

STOKELY-VAN CAMP, INC. (MAY)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972

FUNDS PROVIDED BY:
($ Thousands)

Net earnings...................................
Add (deduct) items not affecting 

working capital:
Depreciation charged to costs

$ 8,220 $ 7,162

and expenses .........................
Income taxes deferred to future

5,553 5,422

years....................................... 980 120
Other, net...................................

Working capital provided by
(45) (137)

operations.....................
Disposals of property, plant and

14,708 12,568

equipment.................................. 541 3,687
Additional long-term debt............... 20,000 7,500
Conversion of debentures............... — 37

$35,249 $23,792

Increase in working capital............
Purchase of property, plant and

$11,705 1,531

equipment.................................. 10,928 7,081
Purchase of treasury stock............ 729 667
Cash dividends................................
Current maturities and prepayments

4,061 4,113

of long-term debt...................... 7,563 8,592
Other, net........................................ 263 1,808

$35,249 $23,792

Increase (D ecrease) in W orking C ap ita l o r Cash

ANCHOR HOCKING CORPORATION (DEC)

Statement of Consolidated Changes in Financial Posi
tion

1973 1972
($ Thousands)

WORKING CAPITAL PROVIDED:
Net income......................................
Charges to income not requiring a 

current cash outlay:
Depreciation and amortization...
Deferred income taxes,

non-current.............................
Working capital provided by

operations.....................
Common stock issued under stock

option plans...............................
Sales and retirements of property,

plant and equipment..................
Increase in long-term debt and

liabilities.....................................
Total working capital provided...

WORKING CAPITAL USED:
Dividends paid................................
Property, plant and equipment, in

cluding acquired companies......
Reduction in long-term debt..........
Purchase of preferred stock..........
Purchase of common stock............
Other................................................

Total working capital used.......
Increase in working capital...

$18,726 $20,740

12,045 10,754

1,151 1,175

31,922 32,669

12 930

293 444

2,139 780
34,366 34,823

7,612 7,057

19,874 19,362
1,571 1,051

67 62
2,392

626 754
32,142 28,286

$ 2,224 $ 6,537



GREAT WESTERN UNITED CORPORATION (MAY)

Consolidate d Statement of Changes in Financial Position

364 Section 5; Statement of Changes in Financial Position

1973 1972
Real Real

Estate Other Estate Other

Operations Operations Total
($ thousands)

Operations Operations Total

SOURCES OF WORKING CAPITAL:
From operations:
Income (loss) before extraordinary loss... 
Add (deduct):

$(5,696) $ 4,309 $ (1,387) $(3,106) $ 4,550 $ 1,444

Provision fo r deprecia tion  and
amortization...........................................

Provision (credit) for deferred income
1,349 5,555 6,904 1,177 5,691 6,868

taxes....................................................... (3,361) 18 (3,343) 1,133 (43) 1,090
Loss on disposal and valuation of  proper

ties (Note 9 ) .........................................
Reductions (additions) in realty contracts

6,932 6,932

receivable, less deferred gross profit 
Additions (reductions) to estimated real

3,169 3,169 1,836 1,836

estate improvement costs................... 774 774 (211) (211)'

Funds provided by (used in) opera
tions exclusive of extraordinary 
loss....................................... 3,167 9,882 13,049 829 10,189 11,027

Effect of extraordinary loss (1)...................
Reductions (additions) in other realty

2,412 2,412

assets......................................................... 2,804 2,804 1,560 1,560

Property disposals......................................... 2,396 2,396 1,355 1,355

Additions to long-term debt......................... 189 189 1,059 1,059

Additions to realty notes and loans payable 265 265 5,491 5,491

Reductions (additions) of realty inventories 6 6 (2,489) (2,489)

Total sources........................... 6,242 12,467 18,709 5,391 15,024 20,415
USES OF WORKING CAPITAL:
Capital expenditures...................................... 6,372 6,372 5,725 5,725

Reduction in realty notes and loans payable 4,957 4,957 8,540 8,540

Reduction of long-term deb t........................
Reductions (additions) in other realty

4,220 4,220 5,749 5,749

liabilities.................................................... 1,269 1,269 (1,361) (1,361)

Other.................................................................
Sinking fund provision for redemption of

1,508 1,508 1,583 1,583

$1.88 cumulative preferred stock (Note 
8 ) ............................................................... (58) (58) 1,750 1,750

Cash dividends (2 )......................................... 2,783 2,783

Total uses............................... 6,226 12,042 18,268 7,179 17,590 24,769
Increase (decrease) in Working Capitol.... $ 16 $ 425 $ 441 $(1,788) $(2,566) $ (4,354)
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ESB INCORPORATED (MAR)

C onsolidated S tatem ents o f C hanges in F inancial Posi
tion

1973 1972

SOURCE OF WORKING CAPITAL:
($ Thousands)

Net income............................................
Items not requiring (providing) 

working capital:

$15 ,387 $11 ,570

Provision for depreciation............ 7 ,536 6 ,489
Deferred income taxes.................
Equity in net income of partially- 

owned companies, net of div
idends received.........................

297

(2 ,256)

624

(1 ,328)
Working capital provided by

operations..................... 20,964 17,355
Increase in long-term debt...............
Changes in industrial revenue bond

— 14,500

funds held by trustee..................
Proceeds from exercise of stock

2,916 (3 ,707)

options............................................. 995 1,438
Minority interests................................ 108 526

Working capital provided.....
USE OF WORKING CAPITAL:

24,983 30,112

Cash dividends paid ...........................
Expenditures for property, plant and

6 ,980 6,572

equipment......................................
Other property, plant and equip

ment transactions.........................

12 ,393

(608)

11,562

599
Purchase of treasury stock.............
Other increase (decrease) in in

vestments in partially-owned

2 ,210

companies...................................... 911 (2 ,296)
Current maturities of long-term debt 
Increase (decrease) in long-term re

ceivables and other assets........

233

1,318

222

(1 ,041)
Working capital used...........

Increase in Working Capitol, as
23,437 15,618

below.................................. $ 1,546 $14,494

LOWE’S COMPANIES, INC. (JUL)

C onsolidated  S tatem ent o f Changes in F inancial Posi
tion

1973 1972
($ Thousands)

Amount %  Amount %
SOURCE OF FUNDS:
Net Earnings............................  $12 ,728  4 8 .2  $ 9,121 50.7
Depreciation and Amortiza

tion......................................  2,791 10.6  2 ,295  12.7
Total Funds from

Operations................  $15,519 58.8 $11,416 63.4
Sale of Common Stock Under

Option Plan........................ 473 1 .8  532 3 .0
Disposals of Property and

Equipment.........................  152 .6  302 1.7
Additions to Long-Term Debt 9 ,9 0 7  37 .5  5 ,714  31 .7
Tax Benefit from Optionee

Stock Dispositions..........  344  1.3
Other.......................................... 42 .2

Total ........................... $26,395 100.0 $18,006 100.0

USE OF FUNDS:
Retirem ent of Preferred

Stock...................................
Dividends Paid........................
Reduction of Long-Term Debt 
Additions to Property and

Equipment.........................
Other..........................................

Total...........................
Increase in Working

$ $ 45 .2
1,017 3 .9 946 5.3
1,683 6 .4 2 ,996 16.6

12,851
40

48 .6
.2

7 ,840 43 .5

$15,591 59.1 $11,827 65.6

$10,804 40.9 $ 6,179 34.4

MARCOR INC. (JAN)

S tatem ent o f Changes in F inancial Position
1974 1973

SOURCE OF FUNDS: 
Operations

($ Thousands)

Net earnings........................................
Depreciation, amortization and cost

$ 96 ,652 $ 72 ,672

of timber harvested.................... 75,911 71,462
Deferred federal taxes on income . 
Earnings of unconsolidated sub

sidiaries and affiliates net of div
idends received............................

49 ,056

(31 ,544)

35 ,632

(15 ,989)
Total provided from operations........
Other
Proceeds from  stock options

$190,075 $163,777

exercised........................................ 3 ,062 5,311
Long-term financing...........................
Sale of property (principally

35 ,934 27 ,659

sale-leasebacks)...........................
Increase (decrease) in notes pay

able to affiliates...........................

64 ,625

14,908

85 ,669

(7 ,000)
Increase in short-term loans and 

current portion of long-term
debt..................................................

Increase in accounts payable and
16,000 2,961

accrued expenses.........................
Increase in taxes on income cur

rently payable................................

160,868

4 ,630

72,293

410
Decrease (increase) in treasury

common stock................................ 8 ,820 (8 ,171)
Other, n e t............................................. 7 ,528 3,917
Total sources of funds........................
DISPOSITION OF FUNDS:
Property additions and

$506,450 $346,826

improvements................................ $202 ,589 $150 ,595
Reduction of long-term debt............ 30 ,842 18,187
Cash dividends..................................... 36 ,799 34 ,370
Increase in inventories........  .......... 140,996 79,211
Increase in receivables......................
Increase (decrease) in prepaid

58,921 43 ,805

expense ..........................................
Increase in investments and other

1 ,660 (12 ,176)

assets............................................... 35 ,943 42 ,688
Total disposition of funds..................
Decrease in cash and marketable

$507,750 $356,680

securities......................................... $ 1,300 $ 9 ,854
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OSCAR MAYER & CO. INC. (OCT)
\

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)

RESOURCES WERE PROVIDED BY:
Net income...................................... $17,382 $15,975
Depreciation..................................... 9,995 8,440
Deferred investment credit and in-

come taxes................................ 2,543 813
Equity in income of affiliated

companies.................................. (1,907) (765)
Working capital provided by

operations.......................... 28,013 24,463

Dividends from affiliated companies 950 1,300
Proceeds from long term

borrowings................................ 4,160 6,000
Sales of properties......................... 568 927
Stock options exercised.................. 566 895
All others......................................... 25 146

34,382 33,731

RESOURCES WERE USED FOR:
Additions to properties................... 22,742 20,632
Investments in foreign affiliates.... — 11,395
Dividends to stockholders............... 6,147 5,875
Reduction in long term debt.......... 6,000 —

34,889 37,902
(Decrease) in working capital...... $ (607) $ (4,171)

End o f Year W orking  Capital or Cash

ALAN WOOD STEEL COMPANY (DEC)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972

SOURCE OF WORKING CAPITAL: 
Operations:

($ Thousands)

Income before extraordinary items 
Items not affecting working capital 

in the current period:

$ 2,545 $ 1,235

Depreciation (Note 1 ) ................
Reserves and deferred income

7,427 6,850

taxes........................................
Amortization of deferred charges

431 (21)

and other assets.....................
Working capital provided from oper

ations exclusive of extraordinary

240 275

items...................................
Proceeds from extraordinary items, 

net of related income taxes

10,644 8,340

(Note 7 ) .....................................
Working capital provided from

— 2,464

operations.......................... 10,644 10,804
Proceeds from long-term debt....... 2,252 6,296

12,896 17,101

APPLICATION OF WORKING CAPI
TAL:

Expenditures for property, plant and
equipment..................................

Reduction of long-term debt..........
Insurance claims receivable............
Dividends.......  ...............................
Redemption of Preferred Stock 

shares (1973 —  714; 1972 —  
4,919)........................................

Increase in working capital..........
Working capital at beginning of year 
Working capital at end of year.....

CHOCK FULL O’NUTS CORPORATION (JUL)

Statement o f Consolidated Changes in Financial Posi
tion

6,098 9,039
6,712 3,941

(2,797) 2,797
158 490

37 316
10,209 16,585
2,687 515
9,515 9,000

$12,203 $ 9,515

SOURCES OF WORKING CAPITAL:
Net income......................................
Add (deduct) items not requiring 

(providing) working capital: 
Depreciation and amortization...
Deferred income taxes...............
Amortization of deferred charges 
Write-off of unamortized 1971 

deferred charges (Note 2)....
Other............................................

Working capital provided from
operations.....................

Increase in long-term debt (Note 3) 
Proceeds received from exercise of

stock options.............................
Sale of property and equipment.... 
Value of 5,181 shares of treasury 

stock issued under incentive
bonus plan (Note 4 ) ..................

Total sources of working
capital..........................

USES OF WORKING CAPITAL:
Cash dividends paid to stockholders
Reduction of long-term debt..........
Purchase of marketable securi

ties— amount invested with pro
ceeds from long-term notes
(Note 3 ) .....................................

Purchase of treasury stock (1973 
—  11,102 shares; 1972 —
20,800 shares).........................

Additions to property and equipment 
Increase in deferred charges and

other assets...............................
Total uses of working capital

Increase in Working Capital.........
Working Capitol at beginning of

period.........................................
Working capital at end of period...

1973 1972
($ Thousands)

$ 2,314 $ 1,283

899 868
325 (734)

53 275

_ 1,197
33 202

3,624 3,091
10,125 —

_ 16
29 169

28 —

13,806 3,276

863 880
311 119

10,000 —

86 179
1,159 775

_ 167
12,419 2,120
1,387 1,156

13,608 12,452
$14,995 $13,608



Form 367

THE GREAT ATLANTIC & PACIFIC TEA COMPANY, 
INC. (FEB)

Statement of Changes in Consolidated Financial Posi
tion

1973 1972
($ Thousands)

SOURCE OF FUNDS:
From operations:
Net income (loss)............................
Expenses (income) not requiring 

(providing) working capital: 
Depreciation and amortization... 
Deferred income taxes (non-

current portion)......................
Deferred investment tax credit..

Working capital provided from
(used in) operations.......

Sale of property, equipment and
fixtures......................................

Proceeds from borrowings.............
Other................................................

Total................................
DISPOSITION OF FUNDS: 
Expenditures for property, equip

ment and fixtures......................
Cash dividends................................

Total................................
Increase (decrease) in working

capital.......................................
Working capital— Beginning of year
Working capital— End of year.....

$ (51,277)

48,870

593
(1,544)

(3,358)

15,629
55,000

866
68,137

48,458
14,925
63,383

4,754
324,683

$329,437

$ 14,619

48,536

3,511
(418)

66,248

2,091

1,050
69,389

61,987
29,229
91,216

(21,827)
346,510

$324,683

MWA COMPANY (JUN)

Consolidated Statement o f Changes in Financial Posi
tion

1973 1972

SOURCE OF WORKING CAPITAL:
($ Thousands)

Net income......................................
Expenses not requiring current out

lay of working capital:

$ 509 $ 72

Depreciation and amortization... 257 283
Total from operations..................
Disposals of property, plant and

766 355

equipment —  N et.....................
Realization of cash surrender value

40 162

of officers' life insurance......... — 49
Exercise of employee stock options 1 —

Decrease in other assets................ — 29
807 595

APPLICATION OF WORKING CAPI
TAL:

Dividends paid..........  ...................
Additions to property, plant and

equipment..................................
Reduction in long-term debt..........
Increase in other assets..................

Increase in working capital..........
Working capital at beginning of year
Working capital at end of year....

HUDSON PULP & PAPER CORP. (DEC)

Consolidated Statements of Changes in Financial 
Position

FUNDS PROVIDED BY:
Income before extraordinary items 
Charges/(credit) to income not af

fecting funds:
Depreciation and depletion.........
Deferred Federal income taxes.. 

Total from operations exclu
sive of extraordinary items

Extraordinary item (credit) net of
tax .............................................

Construction costs for water pollu
tion treatment facility, reim
bursed by trustee......................

Decrease in inventories..................
Decrease in other current assets... 
Increase in accounts payable and

accrued expenses......................
Increase in current portion of long

term debt...................................
Increase in Federal income taxes..
Increase in dividends payable.......
Sales of fixed assets......................
Other items— net............................

Total funds provided............
FUNDS USED FOR:
Portion of extraordinary item 

(charge) requiring outlay of
funds..........................................

Additions to plant assets and timber
resources...................................

Dividends............................  ...........
Capital stock acquired.....................
Decrease in long-term debt............
Decrease in current portion of long

term debt...................................
Increase in receivables...................
Increase in inventories...................

Total funds used.................
Increase in cosh and short-term

investments...........................
Cash and short-term investments at

beginning of year......................
Cash and short-term investments at 

end of year...........................

1973 1972
($ Thousands)

$ 5,568 $ 2,005

6,051 5,683
159 (142)

11,778 7,546

6,294 —

153 1,325
— 468

233 107

2,433 476

_ 2
4,023 315

294 —

695 61
341 223

26,244 10,523

— 71

7,640 5,014
588 511
929 877

2,046 2,064

18 _
929 933

1,385 —

13,535 9,470

12,709 1,053

10,339 9,285

$23,048 $10,338

206 —

511 330
17 90
29 —

763 420
44 175

4,878 4,704
$4,922 $4,879
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WINNEBAGO INDUSTRIES INC. (FEB)

Consolidated Sta tements of Changes in Financial Position

FINANCIAL RESOURCES PROVIDED BY—
Operations;
Income before extraordinary item...........................................
Items which did not require outlay of working capital during 

the year:
Depreciation and amortization............................................
Other.....................................................................................

Working capital provided by operations before extraordinary 
item......................................................................

Extraordinary item, net of related deferred income tax effect
of $1,926,323...................................................................

Total working capital provided by operations....................
Equity financing, net procedures from the sale of common

stock....................................................................................
Other.........................................................................................

FINANCIAL RESOURCES APPLIED TO—
Acquisition of long-term assets:

Purchase of property and equipment.....................
Investment in Winnebago Acceptance Corporation. 
Advances to Winnebago Acceptance Corporation..
Purchase of other assets.........................................

Long-term debt transferred to current liabilities.......
Advance payment of long-term debt..........................
Other..............................................................................
Total................................................................
Increase (decrease) in working capital......................
Working capital at beginning of year.........................

1969 1970 1971 1972 1973

$ 2,429,713 $ 3,206,142 $ 4,614,625 $13,596,832 $19,371,316

193,094 454,940 855,370 1,322,798 2,692,165
— 75,000 165,500 179,802 373,011

$ 2,622,807 $ 3,736,082 $ 5,635,495 $15,099,432 $22,436,492

— — — — (2,073,677)
$ 2,622,807 $ 3,736,082 $ 5,635,495 $15,099,432 $20,362,815

9,918,006 _ _ 23,023,774 424,540
50,141 32,755 34,252 90,547 181,641

$12,590,954 $ 3,768,837 $ 5,669,747 $38,213,753 $20,968,996

$ 2,471,214 $ 4,739,067 $ 2,408,195 $ 6,686,581 $24,233,942
— — — 1,500,000 —

— — — — 5,767,101
29,821 1,360,068 119,676 1,529,231 942,915
12,863 13,805 15,293 — —

244,954 — — 335,044 —

49,800 — — — —

$ 2,808,652 $ 6,112,940 $ 2,543,164 $10,050,856 $30,943,958
$9,782,302 $(2,344,103) $ 3,126,583 $28,162,897 $(9,974,962)

1,747,277 11,529,579 9,185,476 12 ,312,059 40,474,956
$11,529,579 $ 9,185,476 $12,312,059 $40,474,956 $30,499,994

WORKING CAPITAL OR CASH PROVIDED 
FROM OR USED IN OPERATIONS

Paragraph 10 of Opinion No. 19 states;

The ability of an enterprise to provide working capital 
or cash from operations is an important factor in con
sidering its financing and investing activities. Accord
ingly, the Statement should prominently disclose work
ing capital or cash provided from or used in operations 
for the period, and the Board believes that the disclo
sure is most informative if the effects of extraordinary 
items . . .  are reported separately from the effects of 
normal items. The Statement for the period should 
begin with income or loss before extraordinary items, if 
any, and add back (or deduct) items recognized in de
termining that income or loss which did not use (or 
provide) working capital or cash during the period. 
Items added and deducted in accordance with this pro
cedure are not sources or uses of working capital or 
cash, and the related captions should make this clear,
e.g., “Add— Expenses not requiring outlay of working 
capital in the current period.” An acceptable alternative

procedure, which gives the same result, is to begin with 
total revenue that provided working capital or cash dur
ing the period and deduct operating costs and ex
penses that required the outlay of working capital or 
cash during the period. In either case the resulting 
amount of working capital or cash should be appro
priately described, e.g., “Working capital provided from 
(used in) operations for the period, exclusive of extra
ordinary items.” This total should be immediately fol
lowed by working capital or cash provided or used by 
income or loss from extraordinary items, if any; extra
ordinary income or loss should be similarly adjusted for 
items recognized that did not provide or use working 
capital or cash during the period.

Four hundred fifty-eight (388 in 1972 and 382 in 1971) of 
the survey companies presented net income or loss (no ex
traordinary items) as the first amount in the statement of 
changes in financial position. Another one hundred twenty- 
one (187 in 1972 and 171 in 1971) companies presented 
income or loss before extraordinary items as the first amount. 
Five hundred ninety-seven (581 in 1972 and 573 in 1971) 
reported a subtotal for working capital or cash provided from 
(or used in) operations.



TABLE 5-4: W ORKING CAPITAL OR CASH
PROVIDED FROM OPERATIONS-
COMPONENTS

1973 1972 1971
Net Income or Loss
Net income or loss (no extraordinary items) 
Income or loss before extraordinary items

467 395 396

(effect of extraordinary item on working 
capital or cash shown immediately after 
working capital or cash from operations) 122 139 118

Income or loss before extraordinary items
(effect of extraordinary item not pre
sented immediately after subtotal for 
operations)............................................... 11 66 83

Companies Presenting Statement...............
Other Frequent Components
Depreciation ond/or amortization and/or

600 600 597

depletion...................................................
Deferred taxes and/or deferred investment

599 599 592

credit........................................................ 456 439 404
Equity in earnings or losses of investees.... 170 158 130
Minority interest............................................ 65 62 57

Table 5-4 shows those items most frequently included in 
the calculation of working capital or cash provided from (or 
used in) operations. Examples of the aforementioned calcula
tion follow.

Calculation Includes Net Income

ALLEGHENY LUDLUM INDUSTRIES, INC. (DEC)

C onsolidated  Sta tem ents o f C hanges in  F inancial Posi
tion

1973 1972

SOURCE OF FUNDS:
From operations:
Earnings before extraordinary in-

($ Thousands)

come ...............................................
Items not requiring funds:

$28,757 $ 17,698

Depreciation.....................................
Replacement items consumed in

17,608 17,126

production..................................
Increase in other long-term

10,104 8,874

liabilities.....................................
Deferred income taxes (1972 —  

$7,950 less current deferred

7,101 6,112

portion of $4 ,175 )...................
Equity in net earnings of affiliated 

companies, exclusive of extra
ordinary income of $2,424 in

3,151 3,775

1973 not affecting funds.......... (2,644) (1,029)
Funds provided from operations..... 64,077 52,556
From borrowings............................. 3,484 52,665
Other net,........................................ 2,425 4,323

69,986 109,544

USE OF FUNDS:
Capital expenditures....................... 20,731 27,679
Replacement items purchased........ 11,099 9,394
Dividends......................................... 11,507 10,795
Reduction of long-term debt..........
Reduction of other long-term

5,802 5,301

liabilities.....................................
Increase in investments in affiliated

6,537 6,235

companies..................................
55,676

29,336
88,740

Increase in working capital.......... $14,310 $ 20,804

APECO CORPORATION (NOV)

Statem ents o f C onsolidated Changes in F inancial Posi
tion

1973 1972
($ Thousands)

SOURCE:
Income from continuing operations

before extraordinary loss.........
Expenses not requiring outlay of 

working capital in the current 
period—

Depreciation and amortization........
Deferred income taxes...................
Working capital provided by con

tinuing operations..................
Discontinued operations—
Losses applicable to discontinued

operations..................................
Expenses not requiring outlay of 

working capital in the current 
period—

Depreciation and amortization........
Write-off of cost in excess of book 
  value of company acquired and 

write down of equipment to es
timated realizable value............

Working capital absorbed by discon
tinued operations...................

Net working capital provided by 
continuing and discontinued
operations............................

Extraordinary loss..........................
Proceeds from stock options

exercised...................................
Proceeds from new long-term debt 

and refinanced short-term debt 
Working capital of company

purchased ..................................
Financing for purchase of 

business—
Market value of common shares

issued......................................
Long-term debt assumed............

Total Source..............................

$ 422

3,326
( 12)

$ 3,736

$(6,354)

286

$ 3,852

2,236
( 112)

$ 5,976

$ (214)

85

4,387 —

$ (1,681) $ (129)

$ 2,055

1,406

324

$ 5,847
(405)

98

13,331

$ 3,785

2,831
712

$22,414

Working Capital Provided By Operations 369



APPLICATION:
Cash and notes paid for companies 

acquired........................................ $ 807 $ 230
Additions to property, plant and 

equipment (including equipment 
in customers' possession), net of 
re tirem ents of $ 3 6 5 ,0 0 0  in 
1973 and $423,000 in 1972 .. 4,641 3,578

Loan to Van Dyk Research 
Corporation................................... 5,000

Loans to Cascade Data, Inc. in 1971 
which were eliminated in con
solidation in 1972 upon acquisi
tion of Cascade ........................... (1,000)

Cash dividends pa id ......................... 1,246 1,605
N oncurrent assets of company 

acquired........................................ 5,041
Current maturities of long-term debt 95 100
Other.................................................... 130 (11)
Total Application........................ $11,919 $ 9,543
Increase (decrease) in working 

capital................................. $ (8,134) $12,871

THE BOHACK CORPORATION (JAN)

Statement of Consolidated Changes in Financial Posi
tion

1973 1972
($ Thousands)

WORKING CAPITAL PROVIDED: 
From operations:
Earnings from continuing operations $ 465 650
Charges against earnings not requir

ing outlay of working capital: 
Depreciation and amortization... 4,603 3,640
Deferred income taxes and de

ferred cred its ........................... 686 142
Debenture interest paid in com

mon s tock................................. 221 222

Working capital from operations be
fore discontinued operations.... 5,975 4,654

Discontinued operations................... (406) (349)
Charges against discontinued opera

tions not requiring outlay of 
working capital:

Depreciation and amortization... 21 55

Working capital used by discon
tinue operations......................... (385) (294)

Total working capital provided from 
operations..................................... 5,590 4,360

From other sources:
Proceeds from sale of property, 

plant and equipment................... 3,153 161
Proceeds from exercise of stock 

options........................................... _ 60
Increase in long-term debt.............. 2,312 12,699
Acquisition of subsidiary's d e b t... . 952 —
Increase in deferred taxes and de

ferred credits to income........... 546 312
Decrease in working capita l........... 1,176 979

$13,729 18,571

WORKING CAPITAL USED:
Dividends paid (5½ %  cumulative

preferred stock)...........................
Additions to property, plant and

equipment....................................
Acquisition of subsidiary's property,

plant and equipment...................
Additions (deductions) to deferred

charges and other assets..........
Reduction of long-term deb t...........
Purchase and retirement of 5½ %  

cumulative preferred s to ck ......

4 5

9,025 17,188

1,569 —

(295) 423
3,417 948

9 7

$13,729 18,571

CURTISS-WRIGHT CORPORATION (DEC)

Consolidated Statements of Changes in Financial Posi
tion

1973 1972
($ Thousands)

SOURCES OF WORKING CAPITAL:
Earnings before extraordinary items 
Items which reduced (increased) 

earnings but did not affect work
ing capital:

Depreciation and amortization...
Deferred income taxes................
M inority interest...........................
Write down of property held for

sa le ............................................
Equity in net (earnings) loss of

a ffilia te ......................................

Working capital provided from
operations............................

Extraordinary items, increased by 
items which did not affect work
ing capital: ($757,000 in 1972)

Decrease in minority interest due to 
redemption by subsidiary of its
capital shares..............................

Book value of long-term investment
so ld ................................................

Proceeds from exercise of qualified
stock options................................

Tax benefit from sale by officers 
and employees of stock obtained 
under various company stock
plans..............................................

Increase of long-term debt, n e t. .. .
Book value of property, plant and

equipment sold or retired..........
Decrease in other assets and other

changes, n e t................................

Total sources of working capital....

USES OF WORKING CAPITAL:
Additions to property, plant and

equipment.....................................
Payment of long-term debt, n e t....

Total uses of working capital.......
increase in working capital..........

$ 8,883 $ 4,787

8,414
(283)
1,364

10,092
(1,272)

1,247

3,630 1,218

(71) 491

21,937 16,563

1,503

(259)

4,197

1,914

309
248

500

6,226 7,523

1,315

34,232
751

28,495

6 , 543

6,543 
$27,689

3,878
9,788

13,666
$14,829
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ELTRA CORPORATION (SEP)

Consolidated Statement of Changes in Financial Posi
tion

LIBBY, MgNEIL & LIBBY (JUN)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972 1973 1972

FINANCIAL RESOURCES PROVIDED ($ Thousands)

BY: WORKING CAPITAL PROVIDED BY:

Net income......................................... $32,448 $25,570 Operations:
Income charges (credits) not affect

ing working capital:

Earnings (loss) before extraordinary 
cred its ........................................... $ 4,588 $ (1,634)

Depreciation...................................
Minority interests.........................

11,367
1,255

10,935
712

Charges (credits) to earnings not af
fecting working capital:

Amortization of deferred credit.. (609) (921) Depreciation................................... 5,168 5,037

Deferred income taxes................ 8,579 3,125 Deferred income taxes................ 954 654

Equity in earnings of equipment U ndistributed earnings of
leasing and finance companies (1,614) (1,589) affilia tes.................................... (717) (534)

W orking ca p ita l provided by Minority interest........................... 58 152

operations...................................... 51,428 37,832 Working capital from operations,

Proceeds of term loan borrowing .. 34,000 — exclusive of e x trao rd ina ry
Increase (decrease) other long

term debt (including assumption
credits...........................................

Extraordinary Credits:

10,051 3,675

of $5,540,977 of debt on Con- Total extraordinary cred its ............. 4,328 1,102
verse acquisition in 1972)........

Proceeds from exercise of stock
(5,696) 11,782 Charges (credits) to earnings not af

fecting working capital:
options........................................... 220 619 Long-term income ta x e s ............. (3,400) —

Disposals of property, plant and Reserves for estimated losses
equipment....................................

Other....................................................
6,526
(514)

4,411
253

and costs on disposal of cer
tain fac ilities ............................ (595) (1,965)

85,964 54,897 Working capital from extraordinary

FINANCIAL RESOURCES USED FOR: credits........................................... 333 (863)

Additions to property, plant and Disposal of property, plant, and
equipm ent (including equipment.................................... 1,545 2,015
$ 5 ,50 0 ,0 0 0  relating to Con
verse acquisition in 1972)........ 23,306 21,671

Proceeds from  long-term  
borrowings................................... 44,176 1,226

Increases in investments in and ad
vances to nonconsolidated sub
sidiaries and in other noncurrent

Other— n e t.........................................

Total working capital provided.....
WORKING CAPITAL APPLIED TO:

439

56,544
620

6,673

assets............................................ 1,252 3,524 Additions to property, plant, and
Purchase of treasury shares........... 4,347 919 equipment.................................... 5,897 9,584
Cash dividends................................... 10,181 9,393 Reduction of long-term deb t........... 6,782 392
Dividends paid by subsidiaries to Preferred stock— retirement and

minority shareholders................ 593 712 dividends...................................... 550 589
39,679 36,219 Excess of cost over net assets of

Increase in working capital.......... $46,285 $18,678 businesses acquired................... — 1,287

Total working capital applied....... 13,229 11,852
Increase (decrease) in working

capital................................. 43,315 (5,179)
Working capital, beginning of year 82,830 88,009

Working capital, end of year........ $126,145 $82,830
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J. B. LIPPINCOTT COMPANY (DEC)

Consolidated Statement o f Changes in Financial Posi
tion

1973 1972
($ Thousands)

SOURCE OF WORKING CAPITAL: 
Operations
Net income...................................... $ 713 $ 747
Add (deduct) items not requiring 

(providing) working capital  
Amortization of printing plates .. 1,746 1,510
Depreciation................................ 101 97
Royalty advances earned and

write offs................................ 666 501
Provision for unfunded pension

liability..................................... 119 121
Deferred income taxes............... (66) (67)
Journal subscriptions earned...... (2,436) (2,111)

Total from operations...................... 843 798
Proceeds from sale of 350,000  

shares of common stock net of
offering costs............................ — 4,374

Increase in non-current portion of
notes and loans payable.......... 440 2,038

Journal subscriptions received....... 2,481 2,315
Total working capital provided....... 3,764 9,525

USE OF WORKING CAPITAL:
Purchase of printing plates............ 2,063 2,137
Purchase of property and equipment 158 58
Increase in cash surrender value,

life insurance............................. 46 39
Royalty advances to authors.......... 982 600
Increase in deferred charges......... 178 2
Paid cash dividends........................ 236 191
Redemption of preferred stock...... — 210
Total working capital used............. 3,664 3,237
Net increase in working capital.... $ 100 $6,288

MILTON ROY COMPANY (DEC)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)

RESOURCES PROVIDED:
Net income....................... $2,252
Add— (Deduct) income or expense 

items not causing an inflaw or 
outlay of current period working 
capital:

Depreciation................. 631
Amortization................  15
Write-off of unamortized intangi

ble asset relating to discon
tinued operations...  198

Value of stock received for the 
formation of a joint venture .. (162)

Increase in equity in undistrib
uted earnings of joint ventures (330)

Working capital provided by
operations............. 2,604

$1,911

525
21

(183)

2,274

Proceeds received from common 
stock issued under employee 
stock option plan...................... 53 10

Sole of property, plant and equip
ment, net...................................

Increase in notes payable, due after
152 20

one year..................................... — 85
Other (net)...................................... 31 (160)
Total Resources Provided................

RESOURCES APPLIED:
Reduction in notes payable, due

$2,840 $2,229

after one year..........................
Additions to property, plant and

$ 201 $ 200

equipment.................................. 838 1,526
Cash investment in joint ventures.. 49 1,440
Dividends paid................................
Increase (decrease) in working

258 —

capital........................................ 1,494 (937)
Total Resources Applied.............. $2,840 $2,229

REPUBLIC STEEL CORPORATION (DEC)

Statement o f Consolidated Changes in Financial Posi
tion

1973 1972

SOURCE OF FUNDS:
($ Thousands)

Net income......................................
Items not affecting funds:

$ 86,744 $ 43,060

Depreciation and depletion.........
Amortization of blast furnace

79,439 77,490

linings......................................
Noncurrent portion of deferred

12,504 11,619

income taxes..........................
Equity in net income of associated 

companies less dividends

6,268 15,371

received.................................. (2,434) (3,197)
Funds provided from operations...... $182,521 $144,343
Issuance of long-term debt............
Increase in other liabilities and

10,702 23,037

reserves..................................... 2,271 2,752
Decrease in other assets................
Increase in working capital resulting 

from consolidation of certain 
subsidiaries formerly carried at

3,030

equity......................................... 11,201 —
Other— net...................................... 8,237 7,869

USE OF FUNDS:
$217,962 $178,001

Dividends paid................................
Capital expenditures:

For properties, plants and equip
ment (including advances to 
associated companies

$ 34,778 $ 20,220

therefor).................................. $ 79,207 $ 34,523
For blast furnace linings............ 29,148 13,565

Reduction of long-term debt.......... 84,498 33,590

(Decrease) increase in working
$227,631 $101,898

capital................................. $ (9,669) $ 76,103
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RICHARDSON-MERRELL INC. (JUN) USM CORPORATION (FEB)

Statement of Changes in Consolidated Financial Posi
tion

1973 1972*

FINANCIAL RESOURCES WERE PRO
VIDED BY:

Earnings for the year.........................

($ Thousands) 

$41 ,400  $36 ,740
Add— Expenses not requiring outlay 

of working capital in current 
year:

Provision for depreciation............ 9 ,940 8,938
Charge for minority interest....... 147 669
Charge for foreign operations .. .  
Credit to reserve applicable to

— 700

foreign operations.................... 3 ,047 323
Amortization of goodwill.............. 660 —

Other non-cash charges............... 164 —

Working capital provided from oper
ations for the year............... 55,358 47,370

Increase in long-term debt...............
Book value of fixed assets sold and

3 ,306 1,859

retired ............................................. 1 ,562 3,510
Decrease in intangible assets.......... 173 1,503
Proceeds and tax benefits from is

suance of treasury stock............
Increase in long-term liabilities and

1,321 2,063

reserves .......................................... 2 ,527 614
64,247 59,919

FINANCIAL RESOURCES WERE USED 
FOR:

Cash dividends.....................................
Prior year adjustment to earnings

12,277 11,890

reinvested in the business........
Additions to property, plant and

381 1,209

equipment...................................... 2 1 ,369 22 ,987
Increase in intangible assets............ 2 ,586 830
Decrease in long-term debt............. 7 ,587 6,326
Decrease in minority interest.......... 2 ,833 746
Other changes, net including ac

quired fixed assets in 1 9 7 3 .. . . 295 1,188
47,328 45,176

Increase in working capital..........
*Reclassified

$16,919 $11,743

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)

RESOURCES PROVIDED:
Earnings from continuing operations

before extraordinary item s.......
Depreciation and amortization........
Deferred income taxes.....................
Other expense or income not affect

ing working capital.....................

Working capital provided from con
tinuing operations........................

Loss from discontinued operations .
Depreciation and amortization —

discontinued operations.............

Working capital provided from con
tinu ing  and d iscontinued
operations.....................................

Working capital provided (used) by
extraordinary item s...................

Working capital provided from oper
ations and extraordinary items..

Extraordinary items not affecting
working ca p ita l...........................

Revaluation gains credited to re
serve fo r  in te rna tiona l
operations....................................

Assets of subsidiary sold, net of
working cap ita l...........................

Decrease in intangibles...................
Long-term borrowing........................
Fixed assets sold or retired —  net 
Stock issued for minority interest..
Other....................................................

RESOURCES APPLIED:
Net assets of purchased companies,

other than working capital........
Minority interests purchased..........
Excess of cost over equity in net

assets acquired...........................
Excess of equity in net assets ac

quired over c o s t.........................
Additions to property, plant and

equipment.....................................
Additions to machinery for leasing.
Dividends p a id ...................................
Purchase of treasury and optioned

shares ...........................................
Payment of long-term de b t.............
Long-term debt falling due within

one year........................................
Increase (decrease) in w orking

ca p ita l...........................................
Other....................................................

$10,791
20,970

2,422

$ 3,949 
20,599 

1,764

1,442 1,324

35,625 27,636
(1,306)

179

35,625 26,509

728 (2,189)

36,353 24,320

(8,876)

3,675 3,696

142
3,548
5,212

438
4,771

$54,139

2,829
5,146

15,605
6,093

408
4,127

$53,348

$ 22 
665

$ 135 
1,582

422 3,293

(470)

14,602
8,688
3,468

14,971
13,570

5,293

3
8,928

537
7,365

113 19,039

13,162
4,066

$54,139

(12,141)
174

$53,348
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XEROX CORPORATION (DEC)

Consolida ted  Statem ents o f C hanges in F inancial Posi
tion

C alcu lation Includes Net Loss

APCO OIL CORPORATION (DEC)

Section 5: Statement of Changes in Financial Position

1973 1972
($ Thousands)

WORKING CAPITAL PROVIDED BY 
Operations
Net income $300,484 $249,507
Charges (cred its ) not a ffecting 

working capital
Depreciation of rental equipment 339,384 312,031
Depreciation of buildings and

equipment.................................  64,055 50,783
Amortization of goodwill, patents

and licenses........ .....................  5,408 7,918
Outside shareholders' interests in

income........................................ 66,153 52,707
United Kingdom corporation tax. 8,752 12,382
N oncurrent de ferred  income

taxes........................................... 171 (20,324)
Amortization of investment tax

cred its ........................................ (7,502) (6,220)
Other...............................................  14,669 20,894

Working capital provided by
operations............................  791,574 679,678

New long-term deb t.........................  141,050 177,126
Common stock issued upon exercise

of stock options...........................  14,703 15,330
Investment tax credits received... .  13,532 13,964

Working capital provided.............  960,859 886,098

WORKING CAPITAL USED FOR 
Additions to rental equipment and

related inventories......................
Additions to land, buildings and

equipment....................................
Payments made or due within one

year on long-term d e b t.............
Dividends declared —  Xerox Cor

poration shareholders................
D ividends declared —  outside

shareholders  ..............................
United Kingdom corporation tax cur

rently payable..............................
Deferred pre -p roduction

expenditures................................
Other....................................................

Working capital used...................
Working Capital Increased............

597,570

192,834

18,706

71,156

21,317

12,382

439,361

125,109

155,113

66,278

49,353

22,072

7,931 7,534
9,503 (2,306)

931,399 862,514
$ 29,460 $ 23,584

C onsolidated Changes in F inancial Position
1973 1972

($ Thousands)
SOURCE OF WORKING CAPITAL:
Earnings (loss) before extraordinary

item ...............................................  $ (5,717) 6,186
Items which do not use (provide) 

working capital:
D eprecia tion, depletion and

amortization..............................  11,057 7,849
Reduction in carrying value of

foreign properties..................... 10,982 —
Retirements................................... 2,575 914
Deferred income taxes................  (1,198) 1,074
Other...............................................  (368) 610

17,331 16,633
Extraordinary item ............................  —  948

Working capital derived from
operations............................  17,331 17,581

Long-term debt issued......................  2,112 4,337
Proceeds from sale of property,

plant and equipment...................  1,032 1,931
Other, n e t........................................... 140 926
Decrease in working capita l...........  80 4,195

$20,695 28,970
APPLICATION OF WORKING 
CAPITAL:
Capital expenditures.........................  16,873 16,060
Additions to investm ents and

advances......................................  750 9,901
Reduction of long-term deb t...........  3,072 3,009

$20,695 28,970

ARDEN-MAYFAIR, INC. (DEC)

Statem ents o f Changes in F inancial Position
1973 1972

SOURCE OF WORKING CAPITAL:
($ Thousands)

Net loss...............................................
Items not requ iring  (provid ing) 

working capital:

$(17,970) $(1,040)

Undistributed earnings of unconsoli
dated subsidiary.........................

Gain on disposal of security
(298) (128)

investments................................. (604)
Depreciation........................................ 5,455 5,257
Deferred income taxes.....................
Accrued in te re s t on income

3,376 127

debentures ...................................
Increase in reserve for future lease 

costs and loss on planned

1,085

disposals.......................................

Total working capital provided from
4,791 626

(used in) operations.............. (3,561) 4,238
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Decrease in advances to unconsoli
dated subsidiary.......................

Decrease in noncurrent receivables 
Transfer property for resale to cur

rent assets ................................
Proceeds from sale of investments 
Retirement or sale of property,

plant and equipment..................
Decrease in licenses, buying de

posits and other.......................
Increase in other long-term

liabilities.....................................
Other transactions, net...................
Decrease in working capital..........

USE OF WORKING CAPITAL: 
Investment in property, plant and

equipment..................................
Decrease in long-term debt............
Decrease in reserves for future

lease costs................................
Repurchase of Preferred stock......
Cash dividends................................
Increase in working capital............

RICHFORD INDUSTRIES, INC. (DEC)

705 700
1,421 700

1,079

2,619

854

1,080

1,440 131

891
135 137

2,897
$ 7,626 $7,840

$ 4,470 $4,088
2,228 2,212

658 829
50 35

220 446

$ 7,626
230

$7,840

Consolidated Statement of Changes in Financial Posi
tion

1973 1972

SOURCES OF WORKING CAPITAL: 
Provided by operations:

($ Thousands)

Loss before extraordinary item......
Add expenses not requiring outlay 

of working capital:

($ 77) ($ 294)

Depreciation................................ 1,132 1,082
Deferred federal income taxes.. 132 131
Amortization of deferred costs.. 175 159

1,362 1,078
Extraordinary item.......................... 396 —
Total from operations.................. 1,758 1,078
Long-term debt incurred................
Un amortized costs of property as-

518 120

sets sold.....................................
Proceeds from sale of common

603 174

stock.......................................... — 77
Total sources.............................

APPLICATIONS OF WORKING CAPI
TAL:

2,879 1,449

Additions to property assets..........
Repayments and current maturities

973 1,839

of long-term debt...................... 1,084 182
Purchase of patents....................... 494 —
Other ............................................... 242 4
Total applications.......................
Increase (decrease) in working

2,793 2,025

capital................................. 86 (576)
Working capital at beginning of year 10,203 10,779
Working capital at end of year.... 10,289 $10,203

MARHOEFER PACKING COMPANY, INC. (OCT)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)

WORKING CAPITAL WAS PROVIDED 
BY

Earnings or (loss) from continuing
operations..........................................

(Loss) from discontinued operations 
Earnings or (loss) before extraordi

nary item...................................
Add (deduct) items not involving 

working capital:
Depreciation................................
Pension provisions not currently

payable...................................
Other............................................

Working capital provided from (used 
in) operations exclusive of ex
traordinary item.......................

Extraordinary item —  fixed assets 
abandoned on discontinued
operations..................................

Working capital provided from (used 
in) operations for the period....

Disposal of fixed assets..................
Disposal of abandoned assets.......
Proceeds from life insurance

policies —  net..........................
Term loan with finance company...
Total........................................

WORKING CAPITAL WAS USED FOR
Acquisition of fixed assets.............
First mortgage 6% serial bonds —

retired........................................
Total............................ ...........
Increase (decrease) in working 

capital.................................

$(197) $(1,294)
— (336)

(197) (1,630)

544 634

76 327
17 93

440 (576)

— (341)

440 (917)
7 346

90 —

_ 160
— 2,400

537 1,989

220 231

_ 2,000
220 2,231

$317 $ (242)
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VIEWLEX, INC. (MAY)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972

APPLICATIONS OF WORKING CAPI
TAL;

($ Thousands)

Loss before extraordinary items .. .  
Items not involving working capital 

in the current period:

$14 ,939

Depreciation and amortization.. . (1 ,834 )
Deferred taxes................................

Working capital consumed by opera- 
tins, exclusive of extraordinary

671

items................................................
Working capital (provided) by ex

traordinary item s.........................

13,776

(227)
Working capital consumed by opera

tions and extraordinary items
—  net..............................................

Purchases of property, plant and
13,549

equipment...................................... 1 ,059 $1 ,108
Unrecovered cost of assets de

stroyed by f ire .............................. 360
Reduction of long-term debt............ 7 ,390 7,192
Increase in deferred charges, pa

tents and other assets............... 670

SOURCES OF WORKING CAPITAL:
22,358 8,970

Income from continuing operations. 454
(Loss) from discontinued operations (124)
Income before extraordinary items 
Items not involving working capital 

in the current period:

330

Depreciation and amortization.. . 1 ,356
Increase in deferred taxes..........

Working capital provided by opera
tions, exclusive of extraordi
nary items......................................

24

1 ,712
Working capital (consumed) by ex

traordinary item s......................... (648)
Working capital provided by opera

tions and extraordinary items
—  n e t ............................................. 1 ,064

Proceeds from long-term financing. 
Adjustment of purchase price of 

equipment purchased in a prior

17,391 8 ,300

year..................................................
Recoverable net book amount of 

property, plant and equipment

900

destroyed by f ir e ......................... 821
Decrease in deferred charges, pa

tents and other assets............... 434
Other....................................................... 11

Decrease/(Increase) in Working
19,557 9,364

Capital.............................................. $ 2,801 ($  394 )

WHITTAKER CORPORATION (OCT)

Consolidated Statements of Changes in Financial Posi
tion

1973 1972
($ Thousands)

WORKING CAPITAL PROVIDED BY 
Operations
Income (loss) before extraordinary

items.................................................
Items not affecting w orking  

capital—
Depreciation and amortization...
Write-off of non-current assets 

related to operations disposed
of and to be disposed o f.........

Deferred taxes................................
Other..................................................

Working capital provided from oper
ations exclusive of extraordinary
items...................................

Extraordinary items, net of income
taxes.................................................

Items not affecting working  
capital—

Reserves for losses (net of applica
tions thereto) and write-off of 
goodwill and other non-current 
assets related to operations dis
posed of and to be disposed of 

Gain on early extinguishment of
debt..................................................

Deferred taxes.....................................

$ (2 ,983)

14 ,977

3 ,750
(2 ,044)

1,673

15,373

(2 ,711)

6 ,547

(1 ,994)
(1 ,627)

215

Working capital provided by opera
tions and extraordinary items... 15,588

Sales of property................................  16 ,856
Issuance of deb t.................................. 122 ,869
Proceeds from issuance of capital

stock................................................. —
155,313

WORKING CAPITAL APPLIED TO 
Property additions

Purchased businesses................... 736
Capital expenditures......................  25 ,563

Patent additions...................................  519
Reduction of long-term debt............ 137,987
Cash dividends on preferred stock. 1 ,007
Increase (decrease) in goodwill . . . .  (1 ,709)
Cost of treasury stock and warrants

acquired..........................................  188
Decrease in minority interest..........  1 ,199
Other items, n e t.................................. 2,271

167,761
Increase (Decrease) in Working

Capital................................. $ (12,448)

$ 8 ,674  

14,906

(515)

23,065

(1 ,634)

(905)

362
(2 ,177)

20,888
18,115
82,051

5
121,059

173
20 ,425

4,571
31 ,464

1,014
1,055

2 ,367
651

12,984
74,704

$ 46,355



Other Sources and Uses 377

OTHER SOURCES AND USES

Opinion No. 19 States in part:

8. The Board also concludes that the statement 
summarizing changes in financial position should be 
based on a broad concept embracing all changes in 
financial position and that the title of the statement 
should reflect this broad concept. The Board therefore 
recommends that the title be Statement of Changes in 
Financial Position (referred to below as “the State
ment”). The Statement of each reporting entity should 
disclose all important aspects of its financing and in
vesting activities regardless of whether cash or other 
elements of working capital are directly affected. For 
example, acquisitions of property by issuance of secur
ities or in exchange for other property, and conversions 
of long-term debt or preferred stock to common stock, 
should be appropriately reflected in the Statement.

13. The effects of other financing and investing ac
tivities should be individually disclosed. For example, 
both outlays for acquisitions and proceeds from retire
ments of property should be reported; both long-term 
borrowings and repayments of long-term debt should 
be reported: and outlays for purchases of consolidated 
subsidiaries should be summarized in the consolidated 
Statement by major categories of assets obtained and 
obligations assumed. Related items should be shown 
in proximity when the result contributes to the clarity of 
the Statement. Individual immaterial items may be 
combined.

However, normal trade-ins to replace equipment 
should ordinarily be reported on a net basis.

When a business combination is accounted for as a 
pooling of interests, financial statements (including, in 
conformity with this Opinion, statements of changes in 
financial position) of the separate companies should 
be restated on a combined basis for all periods pre
sented. See APB Opinion No. 16, Business Combina
tions, paragraph 57.

TA B LE 5-5: S O U R C ES O F W O R K IN G  CA PITA L  
OR CASH

Sale, disposal, or retirement of property:
No further description............................
"Proceeds" of disposition......................
"Book Value" or "Carrying Value"......

Issuance of Capital Stock for:
Stock option or stock purchase plan ....
Conversion of senior securities.............
Acquisition of assets.............................

Long-term Debt:
"Additions to" or "increase in"............
Issuance o f.............................................

Other Noncurrent Liabilities.......................
Investments ..............................................
Noncurrent Receivables.............................

14. In addition to working capital or cash provided 
from operations (see paragraph 10) and changes in 
elements of working capital (see paragraph 12), the 
Statement should clearly disclose:

a. Outlays for purchase of long-term assets (identify
ing separately such items as investments, property, 
and intangibles).

b. Proceeds from sale (or working capital or cash 
provided by sale) of long-term assets (identifying sepa
rately such items as investments, property, and intan
gibles) not in the normal course of business, less re
lated expenses involving the current use of working 
capital or cash.

c. Conversion of long-term debt or preferred stock to 
common stock.

d. Issuance, assumption, redemption, and repay
ment of long-term debt.

e. Issuance, redemption, or purchase of capital 
stock for cash or for assets other than cash.

f. Dividends in cash or in kind or other distributions 
to shareholders (except stock dividends and stock 
split-ups as defined in ARB No. 43, Chapter 7B— Stock 
Dividends and Stock Split-Ups).

Other sources and other uses are summarized in Tables 
5-5 and 5-6, respectively. Examples of other sources and 
uses follow.

TA B LE 5-6; 
CASH

U SES O F W O R K IN G  C A P ITA L OR

Number
of

Presentations
1973 1972 1971

Number Property:
of "Additions" or "purchases".......................... 405 390 423

Presentations "Expenditures" .............................................. 134 145 131
1973 1972 1971 "Property" ...................................................

Gross additions less proceeds of
28 24 25

403 297 226 disposition— both amounts disclosed...... 6 11 17
62
44

51
44

74
44

Purchase, redemption, or retirement of capi
tal stock...................................................

Long-term Debt:
288 211 211

227 267 280 "Reduction" or "decrease"...................... 375 370 331
57 68 65 Repayment, redemption, or retirement... 135 139 181
55 61 55 Transfer to current liabilities................... 33 58 57

Conversion to capital stock...................... 19 27 22
157 156 224 Other noncurrent liabilities............................ 60 91 94
  61 65 201 Dividends ...................................................... 524 518 526

83 119 103 Investments .................................................. 187 145 183
85 86 86 Intangibles ..................................................... 46 48 56
45 43 46 Noncurrent receivables ................................ 32 33 48
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Property

AMSTED INDUSTRIES INCORPORATED (SEP)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)

FINANCIAL RESOURCES WERE PRO
VIDED BY

Net income for the year................ $15,100 $12,200
Depreciation provision..................... 9,266 8,293
Deferred income ta x ...................... 215 166
Total from operations.................. 24,581 20,659
Sales and salvage of plant and

equipment.................................. 1,520 795
Issuance of stock under the stock

option incentive plan................ 6 —

Long-term debt incurred (reduction) 4,000 (2,158)
Decrease in investments and miscel

laneous securities...................... 504 231
Total........................................ 30,611 19,527

FINANCIAL RESOURCES WERE AP
PLIED TO

Plant additions................................ 11,249 8,813
Cash dividends................................ 6,869 5,249
Acquisition of treasury stock......... 3,229 —

Total........................................ 21,347 14,062
Increase in net current assets...... $ 9,264 $ 5,465

BLISS AND LAUGHLIN INDUSTRIES 
INCORPORATED (DEC)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)

SOURCES OF WORKING CAPITAL:
Income before extraordinary item.. $ 8,206 $ 6,560
Add items not requiring outlay of 

working capital:
Depreciation and amortization.. 4,118 4,089
Increase in deferred Federal in

come taxes..........................  600 1,400
Working capitol provided from oper

ations before extraordinary item 12,924 12,049
Extraordinary item— costs of re

financing long-term debt, net of 
applicable income taxes of
$445,000.................................. —  (482)

Sales and retirements of plant and
equipment.................................. 984 957

Increase in long-term notes payable 4,143 11,255
Total provided............................ 18,051 23,779

2,670 3,308
(4,044) (1,791)

2,078 227

1,562 981
2,266 2,275

3,654 4,088

3,318 6,929
3,055 2,853

433 152
12,726 16,747

$ 5,325 $ 7,032

USES OF WORKING CAPITAL:
Realty:

Additions to land and related
costs.....................................

Cost of real estate sold............
Decrease in mortgage loans, net 
Increase in receivables and 

other realty, net..................

Additions to plant and equipment.. 
Payments of long-term notes

payable......................................
Cash dividends................................
Other, net........................................
Total used.................................
Increase in working capital..........

ERB LUMBER CO. (DEC)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)

RESOURCES PROVIDED
Income from operations..................
Depreciation and amortization.......
Net gain on sale of long-term assets

(shown gross below)................
Deferred income taxes —  noncur

rent portion...............................
Equity in net income of unconsoli

dated entities............................
From Operations.........................
Proceeds from sale of long-term as

sets:
Rental properties........................
Property, plant and equipment..

Additions to long-term indebted
ness, excluding indebtedness 
incurred in acquisition of real es
tate and equipment...................

Portion of land held for future de
velopment transferred to current 
status upon commencement of 
development activity, net of in
debtedness similarly reclassified 

Proceeds from issuance of common
stock...........................................

Total Resources Provided.............

RESOURCES APPLIED 
Acquisition of real estate and 

equipment:
Land held for future development 
Rental land and buildings, includ

ing apartment facilities under
construction............................

Operating land and buildings ....
Equipment...................................

Total Acquisition of Real Estate and 
Equipment.............................

$1,111 $1,226
650 473

(45) (67)

215 175

(174) (246)
1,757 1,561

53
249 40

764 1

_ 265

_ 5,025
2,770 6,944

224 88

1,035 1,159
827 713
929 594

3,015 2,554
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Less long-term indebtedness incur
red in acquisitions......................

Net Application for Acquisitions....
Portion of land transferred from in

ventory to status of held for fu
ture development upon revision 
in plans for utilization of the
property........................................

Reduction of long-term indebted
ness, excluding reclassification 
in connection with commence
ment of land developm ent
activities........................................

Additional investment in and ad
vances to unconsolidated en
tities (decrease)...........................

Purchase of common stock by dis
bursement of cash............. .......

Other resources applied (provided)
—  n e t...........................................

Total Resources Applied..............
Net Increase in Working Capitol....

1,355

1,660
1,751

803

20 526

658 429

(263) 503

675 —

(455) 

2,295 
$ 475

473

2,734
$4,210

WORKING CAPITAL USED FOR
Property additions............................
Cash dividends p a id .........................
Reduction of long-term deb t...........
Industrial revenue bond funds in

escrow......  ..................................
Deferred plant start-up costs..........
Other....................................................

Increase (decrease) in working cap
ital, as below.......................

Working capital
At beginning of y e a r ...................

At end of year...........................

2,989 1,263
437
862 689

1,962
382
119 88

6,751 2,040

(48) 1,303

9,768 8,465

$9,720 $9,768

GENERAL AMERICAN TRANSPORTATION  
CORPORATION (DEC)

Statement of Consolidated Changes in Financial Posi
tion

1973 1972
($ thousands)

FUNDS PROVIDED 
From operations:
Income before extraordinary charge $ 54,552 $39,792

E L E C T R IC  H O S E  &  R U B B E R  C O M P A N Y  (A U G )
Add (deduct) incom e-statem ent 
items not requiring or providing
funds:

C o n s o l i d a t e d  S t a t e m e n t s  o f  C h a n g e s  i n  F i n a n c i a l  P o s i 

t i o n
Provision for depreciation...........
Deferred income taxes................

32,891
8,832

31,133
8,934

1973 1972 Provision fo r Stock Equivalent

($ thousands) Plan benefits............................. 2,177 416

WORKING CAPITAL PROVIDED BY Equity in undistributed net income

Operations of unconsolidated subsidiaries (14,890) (11 ,579)

Net income......................................... $1,378 $ 377 Other................................................ (500) (84)

Expenses (income) not requiring 
current outlay of working capital

From operations, excluding extra
ordinary change........................... 83,062 68,612

Depreciation and amortization... 
Deferred taxes on income..........

1,174
359

1,117
145

Income tax reduction relating to ex
traordinary charge...................... 1,854 _

Gain on sole of property, net of Total from operations........................ 84,916 68,612
ta x .............................................. (196) Disposals of  property, plant and

W orking capita l provided from equipm ent, including ra iling
operations...................................... 2,715 1,639 stack.............................................. 11,013 4,806

Cosh received on sole of property, Proceeds from  sale of common
net of t a x .................................... 378 stock of Bank, less gain included

Additions to long-term debt............. 2,153 in operation s ................................ 3,550 —
Utilization of industrial revenue Proceeds of notes payable.............. 3,801 2,500

bond funds in escrow ................ 1,457 742 Stack options exercised................... 623 936
Transfer of plant and property to Deferred investment tax credit...... — 1,845

pension tru s t................................ 962 Sundry (net funds applied)............... 2,525 (671)
6,703 3,343 Total funds provided.......................... 106,428 78,028
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FUNDS APPLIED
Additions to rolling stock less re

lated financing —  Note:
Cost of new cars and improvements 52,328
Net increase* —  decrease in reim

bursable cost of new rolling
stock........................................... 15,164

Principal amount of equipment trust
certificates sold (deduction)......  (60,000)

Nonreimbursable cost of additions
to rolling stock........................... 7,492

Additions to property, plant and 
equipment, other than rolling
stock...........................................  24,274

Additions to capital construction 
fund, less withdrawals of
$7,296,000 in 1973................  7,121

Investments in and advances to un
consolidated subsidiaries and
other companies........................ 17,263

Acquisition of American Steamship 
Company, less net current as
sets acquired of $9,941,000:

Great Lakes vessels........................ 60,155
Other assets including capital con

struction fund of $3,349,000.. 11,601
Long-term debt assumed (deduction) (38,700)

33,056
Less $7,997,000 of treasury stock 

delivered and $ 4 ,584 ,000  
(long-term portion) of the 
$26,000,000 of notes issued at
acquisition........................................  12,581

20,475
Reduction of long-term debt, includ

ing purchases of equipment trust
certificates for treasury............ 32,409

Purchases of Preferred and Com
mon Stock for treasury.............  10,054

Cash dividends................................. 22,025
Total funds applied............................  141,113
Change in funds for the year

(decreased)........................... $ (34,685)

39,426

35,267*

4,159

15,407

5,500

3,237

OCCIDENTAL PETROLEUM CORPORATION (DEC)

Consolidated Statements o f Changes in Financial Posi
tion

27,241

2,394
20,851
78,789

$ (761)

Note— The Corporation follows the practice of periodically selling 
equipment trust certificates to reimburse its treasury for approximately 
90% of the cost of new cars added to its fleet of rolling stock. Accord
ingly, the reimbursable cost of new cars not yet so financed represents 
an additional pool of funds which has been added to working capital, in 
the conventional sense, in this statement. The total cost of such cars is 
included in the balance sheet amount for rolling stock.

1973 1972

SOURCE OF FUNDS:
Net income before extraordinary

($ thousands)

items......................... .................
Add (deduct) —  items not requiring 

an outlay of working capital—  
Depreciation, depletion and

$ 79,763 $ 19,675

amortization...............................
Utilization of reserve for loss on 

emergency fleet position (Note

165,874 122,096

7 ) ............................................... (18,912) (29,318)
Losses of unconsolidated sub

sidiaries and minority interest.. 4,243 2,656
Other items, net.............................
Working capital provided from oper

ations exclusive of extraordinary

9,142 5,202

items.......................................... 240,110 120,311
Extraordinary items......................... — (9,256)
Add— Extraordinary items not re

quiring an outlay of working
capital........................................ — 8,500

Proceeds from—
240,110 119,555

Libyan nationalization (Note 4 ).. 136,128 —

Long-term borrowings................ 173,765 182,655
Sale of future production............ 13,742 8,185
Prepaid revenues........................ 8,964 3,940
Disposals of assets..................... 10,871 12,081
Collection of notes receivable ... 13,339 16,417

USE OF FUNDS:
Additions to property, plant and

596,919 342,833

equipment.................................. 199,400 181,502
Payment of cosh dividends............ 19,319 19,184
Reduction in long-term borrowings. 235,469 85,555
Liquidation of production payments 23,407 3,706
Investments and advances............. 3,744 12,724
Additions to notes receivable......... 7,108 6,635
Additions to other assets............... 44,909 15,975
Other, net........................................ 2,880 2,229

536,236 327,510
Increase in working capital............ $ 60,683 $ 15,323

Note 4 (in part): Propery, plant and equipment— On Au
gust 11, 1973, the government of Libya, by decree, 
nationalized 51 per cent of the assets of the company’s 
wholly-owned subsidiary, Occidental of Libya, Inc. (Oxylibya). 
The company acquiesced to the nationalization by signing an 
agreement with the Libyan government which formed a joint 
venture that is owned 51 per cent by the Libyan national oil 
company and 49 per cent by Oxylibya.

As compensation for the assets acquired by the Libyan 
national oil company, Occidental received approximately 
$136 million which was estimated to equal 51 per cent of the 
book value of the assets as determined for Libyan tax pur
poses. This amount is subject to adjustment after audit by the
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Libyan government. The $136 million, which was used to 
reduce the carrying value of the assets, did not compensate 
the company for approximately $60 million of costs allocated 
to 51 per cent of the Libyan properties in excess of the 
amounts shown in the Libyan tax purpose records. Such 
costs include pre-acquisition costs, deferred start-up costs 
and capitalization construction period interest.

Among the key points in the agreement were that Oxylibya 
continues as operator of the two concessions under a super
visory board, the majority of which is appointed by the Libyan 
government and Oxylibya was granted long-term rights to 
purchase Libya’s 51 per cent share of the oil production, at 
prices to be mutually agreed on. The company is currently 
purchasing Libya’s share of the crude oil and gas liquids 
produced and has been able to market all of the production 
from the jointly-owned concessions, passing on the in
creased taxes and buy-back prices to its customers under 
long-term sales contracts. While no prediction can be made 
as to the future, it is expected that the company will be able to 
continue to handle the production from the concessions pro
fitably on a similar basis. The costs for which the company 
was not compensated are being amortized based on esti
mated total production during the anticipated life of the sales 
contracts under which a substantial portion of the Libyan oil is 
marketed, because it is anticipated that these costs will be 
recovered primarily under these contracts. Amortization in 
1973 was approximately $3 million and it is expected to ap
proximate $9,500,000 per year through 1979, assuming pro
duction levels are stable.

A. E. STALEY MANUFACTURING COMPANY (SEP)

S tatem ent o f C hanges in C onsolidated  F inancial Posi
tion

1973 1972
($ thousands)

SOURCES OF FUNDS 
From operations

Net earnings................................. $ 7,896 $ 6,441
Depreciation 9,848 8,397
Increase in deferred items.......... 5,332 2,533
Minority interests in earnings ... 1,698 729

Total from operations.................. 24,774 18,100
Sales and retirement of property 

and equipment............................. 322 851
Decreases in investments in and ad

vances to affiliated companies . _ 3,068

Total sources of funds................. $25,096 $22,019

APPLICATIONS OF FUNDS 
Expenditures fo r p roperty  and 

equipment..................................... $ 9,056 $14,007
Cash dividends...................................   3,742 3,748
Increases in investments in and ad

vances to affiliated companies . 1,134
Decrease in long-term debt............. 716 1,057
Changes in other accounts —  n e t . 279 644
Increase in working capita l............. 10,169 2,563

Total applications of funds........... $25,096 $22,019

UNITED REFINING COMPANY (DEC)

S tatem ent o f Changes in C onsolidated  F inancial Posi
tion

SOURCE OF FUNDS:
From operations:
Net income.........................................
Noncash charges to income: 

D eprecia tion, dep letion  and
amortization..............................

Deferred income taxes................

Total funds provided from
operations............................

Long-term debt...................................
Issuance of common stock in

acquisition.....................................
Property dispositions:

Service stations.............................
Other...............................................

Exercise of stock options................

USE OF FUNDS:
Capital expenditures:

Refining...........................................
M arketing......................................
Transportation................................
Exploration and production..........
Other................................................

Acqu is ition  of com panies, less 
working capital acquired; 1973, 
$1,641,415; 1972, $364,458 

Property, plant and equipment. 
Treasury stock (3,000 shares).
Excess cost...................................
Other assets.................................
Long,term liabilities assumed...

Payments on long-term debt.
Cash dividends p a id ..............
Other, n e t................................

Decrease in working capital.

1973 1972
($ thousands)

$ 6,126 $ 3,724

3,666 3,603
820 343

10,612 7,670
3,150 9,518

683 —

1,123 1,235
108 147

83 52

15,759 18,622

2,773 4,452
3,757 3,613

38 435
1,461 424

85 180

8,114 9,104

5,783 878
55 —

— 113
136 42

(1,316) (62)

4,658 971
4,679 8,625

602 268
115 (32)

18,168 18,936

$ (2,409) $ (314)
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I n v e s t m e n t s Extraordinary charges, excluding
$1,176,000 not requiring funds (1,409) —

B U C Y R U S -E R IE  C O M P A N Y  (D E C )
Long-term borrowing:

Notes payable................................ 15,000
Mortgage loan on bakery facility _ 4,730

C o n s o l i d a t e d  S t a t e m e n t  o f  C h a n g e s  i n  F i n a n c i a l  P o s i 

t i o n
Other................................................

Distribution centers sold or to be
1,375 440

1973 1972 sold and leased back.................. 868 9,562
SOURCE OF WORKING CAPITAL Other disposals of properties.......... 3,648 3,621
From operations: Proceeds from sales of common
Net earnings...................................... $16,432 $14,547 stock pursuant to exercise of
Noncash charges (credits) to earn

ings:
options...........................................

Proceeds from  sales of 5 ,2 3 4
14 562

Depreciation........................................ 3,010 3,053 shares common treasury stock. — 289
Increase (decrease) in deferred Miscellaneous, n e t ........................... (385) 797

liabilities........................................ (32) 340 Total source of funds........................ 45,291 53,636
Equity in net earnings of Ruston- 

Bucyrus, Limited......................... (2,272) (2,074) DISPOSITION:

Total working capital provided from Expended for plant and equipment. 30,871 39,771
operations...................................... 17,138 15,866 Reduction of long-term deb t........... 3,241 2,890

Dividends received from Ruston- 
Bucyrus, Limited......................... 2,281 580

Cash dividends...................................
Investments and deferred charges .

5,231
1,283

6,831
336

Increase in long-term debt.............. 9,865 840 Total disposition of funds................. 40,626 49,828
Stock options exercised................... 1,047 949 Increase in working capital............. $ 4,665 3,808

$30,331 $18,235

APPLICATION OF WORKING CAPI
TAL

Additions to property, plant and
equipment.....................................

Cash dividends p a id .........................
Increase (decrease) in non-current

portion of notes receivable......
Addition to working capita l.............
Miscellaneous.....................................

$ 3,294 
7,964

1,787
17,255

31

$30,331

$ 2,163 
7,904

(2,208)
11,295

(919)

$18,235

Debt

ACME MARKETS, INC. (MAR)

Statement of Changes in Consolidated Financial Posi
tion

1973 1972

SOURCE:
Earnings before e x tra o rd in a ry

($ thousands)

charges .........................................
Expenses charged against earnings 

not involving the expenditure of 
funds:

$ 3,601 12,426

Depreciation and amortization... 21,882 20,130
Deferred income taxes............. 617 1,023
Other................................................

Total funds provided from opera
tions, before extraordinary

80 56

charges................................ 26,180 33,635

BRUNSWICK CORPORATION (DEC)

Consolidated Statements of Changes in Financial Posi
tion

1973 1972
($ thousands)

SOURCE OF FUNDS:
From operations—
Net earnings......................................
Adjustments for non-cash items: 
Equity in undistributed net earnings 

of Nippon Brunswick Co., Ltd.,
50%  owned.................................

M inority shareholders' equity in net 
earnings of Sherwood Medical
Industries Inc................................

Depreciation........................................
Provision (credit) for deferred in

come taxes...................................

Funds provided from operations.....

Borrowings (Note 5)—
Revolving credit.................................
Notes payable to banks, due 1982 
Notes payable to banks, foreign

borrowings...................................
Mortgages and other secured notes

Other—
Common stock issued......................
Increase in deferred unrealized gain

on translation..............................
Increase in accounts payable, ac

crued expenses, and income 
taxes, e tc ....................................  

$ 39,742 $34,806

(6,580) (8,336)

1,437
18,689

1,282
16,859

2,600 

$ 55,888
(2,650)

$41,961

$ 55,000 
18,000

$ __

12,000

8,568 
861 

$ 82,429

6,368
1,171

$19,539

$ 1,458 $ 1,299

2,779 314

10,687 

$ 14,924 
$153,241

13,889

$15,502
$77,002
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DISPOSITION OF FUNDS; FUNDS APPLIED
Reduction of debt (Notes) Additions to property, plant and
5¾% notes payable to banks and equipment.................................. 25,933 29,022

insurance companies................
Debentures ......................................

$ 15,439 
1,868

$16,555
4,200

Reacquisition of $23,200,000 prin
cipal amount of 5% convertible

Other................................................ 1,478 
$ 18,785

3,526
$24,281

notes, less gain of $6,359,000 
(Note 3 ) ..................................... 16,841 _

Additions to property and equip
ment, less sales, retirements,

Other reductions in long-term debt 
Cash dividends................................

19,930
9,452

16,161
9,231

etc. of $2,954 in 1973 and Acquisition of treasury stock......... 2,434 668
$3,354 in 1972— Other............................................... 690 824

Capital expenditures, net............... 45,390 27,880 Total ................................................ 75,280 55,906
Acquired by purchase of companies 4,441 477 Increase in Working Capital........... $ 38,591 $ 3,025
Purchase of common stock for

30,698
4,245

11,627
3,009

Working Capital, January 1................... 208,259 205,234
treasury.....................................

Cash dividends paid........................
Acquired goodwill and investments

in foreign affiliates...................
Increase (decrease) in net

Working Capital, December 31....... $246,850 $208,259

6,423 —

receivables................................ 3,467 (3,185)
Increase in inventories................... 38,854 15,391
Increase (decrease) in other assets 1,429 (15)

$153,732 $79,465
Reduction in funds during the year. $ (491) $ (2,463)
Cash and bank time deposits, be

ginning of year..........................
Cosh and honk time deposits, end of

20,042 22,505

year............................................. $ 19,551 $20,042

M E D U S A  C O R P O R A T IO N  (D E C )

G A F  C O R P O R A T IO N  (D E C ) S tatem ent of Changes in Financial Position
1973 1972

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
FUNDS PROVIDED FROM: 
Operations:

($ Thousands)

($ Thousands) Net earnings for the year............... $ 8,406 $ 6,906
FUNDS PROVIDED Items not requiring outlay of current
From operations: funds:

10,628 10,041Net income...................................... $ 28,924 $ 27,706 Depreciation and depletion.........
Charges (credits) not affecting Income tax and investment credit

763 458working capital: deferments.............................
Depreciation .............  ............... 23,200 25,400 Other ........................................... 93 (118)
Gain on reacquisition of 5% con

vertible notes......................... (6,359) __ Total from operations......................
Increase in long-term debt:

19,890 17,287

Phase-out of Linden dyestuff Issuance of debt securities......... 12,896 27,989
manufacturing ....................... 5,942 — Less portion representing

Deferred income taxes (non- refinancing............................. (5,100) (9,025)
current portion)......................

Amortization of deferred invest
ment tax credit......................

(1,189)

(591)

2,847

(608)

Financing for purchase of busi
nesses:

Market value of Common shares
Amortization of deferred charges issued under purchase

and other assets..................... 387 358 agreements............................. 986 —
Other ........................................... 3,189 2,189 Long-term debt issued

Funds provided from operations...... 53,503 57,892 ($859,000) and assumed...... 2,007 —
Issuance of long-term debt............
Deferred foreign currency transla

tion gains (Note 1 ) ...................

57,530

2,166

Conversion of debentures and pre
ferred shares:

Common shares issued............... 6,221
Proceeds from exercise of stock op

tions and sale of restricted stock
Debentures and preferred shares 

converted................................ __ (6,221)
to key employees...................... 672 1,039 Sundry sources................................ 565 964

Total ....................................... 113,871 58,931 31,244 37,215



FUNDS USED FOR:
Reduction of long-term debt..........
Cosh dividends................................
Property, plant and equipment ex

penditures ................................
Purchase of businesses (excluding 

working capital):
Property, plant and equipment . 
Cost of businesses over net as

sets acquired, and other........
Purchase of Common shares for

treasury.....................................
Sundry purposes .............................

Increase (decrease) in working  
capita l............................................

Working capital at beginning of year
Working capital at end of year......

384 Section 5: Statement of Changes in Financial Position

FINANCIAL RESOURCES USED:
3,208 23,702 Additions to plant and equipment.. $13,693 $ 6,869
3,369 3,154 Additions to strapping machines and

tools........................................... 13,652 10,178
19,568 9,378 Decrease in long-term debt............ 1,523 1,349

Dividends paid................................ 6,313 5,503
Funds on deposit for construction . 3,318 —

2,381 — Increase in other assets.................. 269 1,719
Increase in working capital............ 11,320 10,247

1,811 — $50,088 $35,865

1,508 _____

353 408
32,198 36,642

(954) 573
26,434 25,861

$25,480 $26,434

STANDARD CONTAINER COMPANY (SEP)

Statement of Changes in Financial Position

SIGNODE CORPORATION (DEC)

Consolidated Statements o f Changes in Financial Posi
tion

1973 1972
($ Thousands)

Restated
FINANCIAL RESOURCES 
PROVIDED:
Operations—
Net earnings...................................  $21,785 $18,077
Add— Items not affecting working 

capital—
Depreciation charged against 

earnings—
Plant and equipment...................  6,297 5,803
Strapping machines..................... 6,929 6,200

Deferred income taxes and invest
ment credits............................... 2,870 1,936

Total funds provided by operations $37,881 $32,016
Increase in long-term debt—

8 ½ %  note (West Germany) .... 3,702 —
Plant and equipment lease

obligation................................  3,500 —
Other........................................... 1,140 —

Issuance of common stock
Contribution to profit sharing

fund.........................................  —  1,023
Stock options...............................  258 250
Conversion of 7% subordinated

debentures.............................  34 —
Increase in customers' deposits on

strapping machines and tools... 1,967 864
Plant and equipment and strapping

machines and tools retired........ 1,606 1,712
$50,088 $35,865

1973 1972

RESOURCES PROVIDED:
($ Thousands)

Net income......................................
Add expense not requiring on outlay 

of working capital:

$ 430 $ 150

Depreciation ............................... 711 679
Resources provided from operations
Long-term borrowings:

1,141 829

Bank ...........................................
To finance acquisition of land,

2 ,000 —

buildings and machinery....... 1,057 18
Decrease in other assets................ — 12
Total resources provided................... 4,198 859

RESOURCES APPLIED:
Prepayment of long-term borrow

ings ........................................... 1,237
Purchase of property and 

equipment— net of $43,061 in 
1973, the book value of
disposals.....................................

Current maturities of long-term debt
1,458 406

transferred to current liabilities 371 602
Cash dividends paid on preferred

stock........................................... 43 43
Increase in other assets.................. 37 —

Total resources applied.....................

Increase (decrease) in working

3,146 1,051

capita l............................................ $1,052 $ (192)
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C apita l S tock

ETHAN ALLEN, INC. (SEP)

Consolidated Statements of Changes in Financial Posi
tion

1973 1972
($ Thousands)

SOURCES OF WORKING CAPITAL 
From operations
Net income before extraordinary

item ................................................ $ 6,169 $ 4,923
Add items not consuming working 

capital
Depreciation and amortization... 1,902 1,490
Deferred items, principally in

come taxes................................ 31 192

Working capital provided by opera
tions, before extraordinary item 8,102 6,605

Extraordinary item ............................. (721) —
Issuance of stock—
Contribution to group profit sharing

and stock bonus plan.................. 334 176
Upon exercise of options................  132 220
Upon conversion of 5 ¼ %

debentures...................................  868 3,472
For acquisition from shares held in

treasu ry ........................................ —    230
Disposition of property, plant and

equipment....................................  122 101
Increase in long-term debt—
4 ⅞ %  debentures..............................  20,000 —
Capitalized lease obligations...........  5,750 —
Other....................................................  1,743 38

36,330 10,842

USES OF WORKING CAPITAL 
Additions to property, plant and

equipment....................................  23,574 8,627
Decrease in long-te rm  debt- 

— conversion of 514%
debentures...................................  893 3,573

Current maturities and payment of
long-term deb t............................. 1,040 843

Funds held by trustees for construc
tion ................................................ 2,039 —

Dividends ........................................... 1,604 1,429
Acquisition of treasury s tock.......... 590 843
Increase in other assets and de

ferred charges............................. 953 330

30,693 15,645
Increase (decrease) in working

capital.................................  5,637 (4,803)
Working capital— beginning...........  39,423 44,225

Working capital— end.................  45,060 $39,422

FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION (DEC)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972

FINANCIAL RESOURCES 
WERE PROVIDED BY: 
Operations;

($ Thousands)

Income before extraordinary credit 
Charges against (credits to) income 

not involving the use of working 
capital in current period:

$26,749 $ 7,726

Depreciation and amortization........ 12,039 10,368
Deferred income taxes.....................
Provision for employee benefit and

2,648 —

insurance reserves..................... 480 713
(Gain) loss on disposition of prop

erty, plant and equipment........ (54) 413

Extraordinary credit— income tax 
reduction from carryforward of

41,862 19,220

prior years' operating losses ... 

Financial resources provided by

14,410 3,300

operations...................................... 56,272 22,520
Increase in common stock and addi

tional paid-in capital:
Public o ffe rin g .............................. — 15,878
Exercise of stock options........... 1,907 1,978
Conversion of subordinated notes 
Tax benefits relating to stock

3,873 —

options........................................ 2,094 —
Proceeds from disposition of prop

erty, plant and equipment........ 577 3,887

Total financial resources provided..

FINANCIAL RESOURCES 
WERE APPLIED TO:
Expenditures for property, plant and

64,723 44,263

equipment.....................................
Reduction of long-term debt, includ

ing $3,899,000 on conversion

34,558 11,218

of subordinated notes into com
mon stock in 1973 .....................

Investment in and advances to joint
5,603 2,579

venture.........................................
Cosh dividends— $.30 per shore in

255 1,232

1973.............................................. 1,517 —

Other, n e t........................................... 338 (16)

Total financial resources applied.... 42,271 15,013

Increase in working capital............. $22,452 $29,250



386 Section 5: Statement of Changes in Financial Position

W . T . G R A N T  C O M P A N Y  (J A N ) M c C O R M IC K  &  C O M P A N Y ,  IN C O R P O R A T E D  ( N O V )

S t a t e m e n t  o f  C h a n g e s  i n  F i n a n c i a l  P o s i t i o n C h a n g e s  i n  F i n a n c i a l  P o s i t i o n

1974 1973 1973 1972
($ Thousands) ($ Thousands)

SOURCE OF FUNDS: SOURCE OF FUNDS
From operations: Net income...................................... $ 7,405 $ 5,753
Net earnings...................................... $ 8,429 $ 37,787 Charges (cred its) not a ffecting
Less increase in the undistributed working capital:

equ ity  in unconsolidated 
subsidiaries................................... 3 ,569 3,403

Depreciation and amortization, in
cluding intangibles...................... 4 ,180 3,601

4,860 34,384 Deferred income taxes..................... (49) (86)

Plus charges to income not affecting Adjustment of litigation claim.......... 465

working capital:
  Depreciation and amortization of 

properties................................. 13,579 12,004

Share of (income) loss of unconsoli
dated subsidiaries and 50% - 
owned companies........................ (461) 470

Increase in deferred Federal in
come taxes................................ 2,723 2,262

Total from operations........................
Company's capital stocks issued:

11,075 10,203

Decrease in other liabilities........ (499). (558) Conversion of 5 '¼ %  Convertible

Total from operations........................ 20,663 48,092 Subordinated Debentures........ 14,631

Notes payable to banks................... 100,000 — Stock Option Plans........................ 2,018 455
Receipts from employees under 

stock purchase contracts........... 2,584 3,491

Property disposals, less accumu
lated depreciation........................ 95 49

Common Stock issued upon conver
sion of 4%  Debentures............. 260 174

Issuance of Notes due April 30, 
1978.............................................. 12,000

Decrease (increase) in other assets (600) 2,229 Increase in other long-term debt... 93

Total Funds Provided......................... 122,907 53,986 Termination of litigation claim........ 990
Deferred foreign currency exchange

APPLICATION OF FUNDS: gains.............................................. 282

Dividends to stockholders................ 21,122 21,141 Other ................................................... 91 352

Investment in properties, fixtures Total ....................................... 26,551 25,783
and improvements...................... 23,143 26,250

Retirement of long-term debt.......... 6,074 1,584 APPLICATION OF FUNDS

Investment in GranJewel Jewelers & Property additions............................. 7,841 7,776
Distributors, Inc.: Dividends paid in cash..................... 2,055 1,621

Convertible Notes......................... 5,700 _ Investments ...................................... 1,430 1,689
Common Stock.............................. _ 2,040 Reduction of long-term debt:

Purchase of Cumulative Preferred Conversion of 5¼ %  Convertible
Stock, for cancellation............... 618 252 Subordinated Debentures........ 14,987

Purchase of treasury Common Stock 133 11,466 Other .............................................. 531 543
Conversion of 4% Convertible Sub

ordinated Debentures.................. 262 176

Company's capital stocks reac
quired:

Increase (decrease) in sundry In termination of litigation claim 524
accounts— net.............................. 41 (79) Other .............................................. 46 16

Total Funds Applied.......................... 57,093 62,830 Total .................................................... 12,427 26,632
Working Capital Increase Increase (decrease) in working

(Decrease).................................... $ 65,814 $ (8,844) capital......................................... 14,124 (849)
Working capital, beginning of year 21,031 21,880

Working capital, end of year........... $35,155 $21,031
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D ividends

AMERICAN BRANDS, INC. (DEC)

Consolidated Sta temen t of Changes in Financial Posi
tion

BEECH AIRCRAFT CORPORATION (SEP)

Consolidated Statements of Changes in Financial Posi
tion

1973 1972
($ Thousands)

1973 1972 SOURCE OF FUNDS

($ Thousands) From operations:

SOURCE OF WORKING Net income for the y e a r.................. $ 10,023 $ 7,086

CAPITAL
Net income......................................... $131,298 $123,300

Expenses not requiring use of work
ing capital:

Charges to income not requiring use Depreciation ................................. 2,365 2,130

of working capital 
Depreciation and amortization... 44,035 43,376

Increase in reserves for insur
ance claims................................ 1,476 1,772

Minority interest in earnings of Total from operations........................ 13,864 10,988
subsidiaries.............................. 11,752 14,544 Decrease in working capital........... 709

Net provision for noncurrent de
ferred income taxes................ 8,725 4,393

Proceeds from long-term debt........
Disposals of property, plant, and

270 926

W orking cap ita l provided from equipment..................................... 237 544

operations...................................... 195,810 185,613 Sale of Common Stock under stock

Issuance of additional long-term option p la n ................................... 149 33

debt............................................... 70,911 26,200 Decrease (increase) in other assets 317 (137)

Unrealized loss from translation of 14,837 $13,063
foreign currencies (see note on APPLICATION OF FUNDS
Foreign subsidiaries)................... — (14,101) Increase in working capita l............. $ 6,456 $

Debentures converted and proceeds Increase in investments................... 1,458 5,114
from stock options exercised... 922 4,458 Additions to property, plant, and

Disposition of property, plant and equipment.................................... 2,881 4,657
equipment.................................... 15,735 6,229 Reductions of long-term debt.......... 381 321

283,378 208,399 Cash dividends pa id ......................... 3,143 2,742

USE OF WORKING CAPITAL Cash payments in lieu of fractional

Additions to property, plant and shares in connection with stock

equipment..................................... 67,868 62,396 dividends...................................... 45 127

Acquisition of additional ownership Cost of Common Stock purchased

in Gallaher L im ited..................... 54,189 ____ for treasu ry ................................. 473 102
Investm ent in subsid iaries not $14,837 $13,063

consolidated................................. 52,316 —

Decrease in long-term debt (includ
ing transfer to current).............. 43,152 23,967

Dividends to stockholders................ 66,098 64,627
Dividends to minority stockholders

of a subsidiary............................. 4,708 7,818
Purchases of Common stock for

treasu ry ........................................ 20,087 20,071
Other, n e t........................................... (7,527) 2,118 BORDEN, INC. (DEC)

300,891 180,997
Increase (decrease) in working 

capital................................. $(17,513) $ 27,402
Consolidated Statements of Changes in Financial Posi

tion
1973

($ Thousands)
1972

FINANCIAL RESOURCES PROVIDED 
Operations:
Net income.........................................
Depreciation, depletion and amorti

zation ...........................................
Deferred income taxes.....................

Total provided from operations.....
Facilities realignment and relocation

programs......................................
Normal property disposals..............
Proceeds from debt financing..........

Total resources provided..............

$ 72,962 $ 67,477

46,099 43,899
4,505 3,453*

123,566 114,829

2,543
7,769 5,281*
6,152 33,640

137,487 156,293
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FINANCIAL RESOURCES APPLIED
Cash dividends— Common.............  35,427 34,953

Preferred............ 865 1,141
Pooled company.. 161 208

Reduction in long-term debt..........  21,220 22,952
Capitol expenditures.......................  76,488 64,533
Purchases of businesses, net of

working capital acquired..........  27,286 5,092
Common stock reacquired for

treasury..................................... 3,289 1,245
Other...............................................  5,192 7,934
Total resources applied................  169,928 138,058
Increase (decrease) in working

capital.................................  $(32,441) $18,235*

*Excludes changes attributable to the facilities realignment and reloca
tion programs.

WESTVACO CORPORATION (OCT)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972

FINANCIAL RESOURCES 
WERE PROVIDED BY:

($ Thousands)

Net income......................................
Provision for depreciation and

$ 43,490 $13,100

amortization............................... 36,872 31,156
Reduction of deferred income taxes 
Portion of provision for facility 

realignment not affecting work
ing capital..................................

(3,716)

7,347

(1,666)

Minority interest in net income of
U.S. Envelope............................

Working capital generated from
890 588

operations.............................
Charleston bond trustee, for

84,883 43,178

construction............................... 6,156
Increase in long-term obligations... 22,843 14,843
Net book value of assets sold....... 4,964 594
Common stock issued..................... 8,695 733
Other transactions.......................... 1,229 152

FINANCIAL RESOURCES 
WERE USED FOR:

128,770 59,500

Additions to plant and timberlands. 
Construction funds deposited with

59,087 45,134

trustee........................................ 18,000
Dividends— Westvaco shareholders 
Dividends— USE minority share-

11,506 11,310

holders...................................... 222 258
Reduction in long-term obligations 
Additional investment in U.S.

26,697 6,084

Envelope.....................................
Purchase of Westvaco preferred

6,460

stock........................................... 293 503

Increase (decrease) in working
122,265 63,289

capital................................. $ 6,505 $ (3,789)

GETTY OIL COMPANY (DEC)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)

WORKING CAPITAL 
PROVIDED FROM:
Income before minority interest and

extraordinary items..................
Depreciation, depletion and amorti

zation of goodwill......................
Dry-hole costs and amortization of

undeveloped leases..........  ......
Deferred income taxes...................
Undistributed earnings of unconsoli

dated affiliates..........................
Working capital provided from con

solidated operations, exclusive
of extraordinary items.............

Working capital provided from ex
traordinary items......................

Working capital provided from con
solidated operations...............

Proceeds from long-term borrowing 
Dispositions of property, plant and

equipment..................................
Decrease in investments, advances, 

and long-term receivables.......

WORKING CAPITAL 
USED FOR:
Capital expenditures, including

dry-hole costs............................
Reduction of long-term debt..........
Decrease in deferred credits.........
Purchase of preferred stock and 

common minority interest. . ....
Cash dividends

Preferred stockholders...............
Common stockholders................
Minority stockholders of consoli

dated subsidiaries..................

Increase (decrease) in working 
capital...............................

$149,853 $ 89,617

134,429 122,302

77,165
6,438

59,768
2,769

(6,001) (1,735)

361,884 272,721

15,165 30,762

377,049
84,604

303,483
16,654

22,108 18,060

7,653
491,414

15,711
353,908

437,041
27,629

5,861

273,008
9,020
2,330

24,226 13,970

1,553
22,590

1,781
21,902

3,962
522,862

4,202
326,213

$(31,448) $ 27,695
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Business C om binations and D ispositions CONAGRA, INC. (JUN)

Changes in C onsolidated  F inancial Position

THE BLACK AND DECKER MANUFACTURING 
COMPANY (SEP)

C onsolidated  Statem ents o f  C hanges in F inancial Posi
tion

1973 1972

SOURCE OF FUNDS:
($ Thousands)

Net earnings...................................... $33,279 $26,610
Depreciation ...................................... 10,456 8,641
Increase in deferred income taxes. 2,441 1,802

Total from operations..................
Issuance of Common Stock:

46,176 37,053

Conversion of debentures........... 775 11,383
Stock option and purchase plans 
Acquisition of McCulloch Corpo

ration ........................................

2,429

42,405

2,287

45,609 13,670
Long-term debt................................... 535 2,686
O th e r................................................... 140

FUNDS APPLIED:
92,320 53,549

Cash dividends................................... 13,062 12,000
Property, plant and equipment...... 29,160 20,052
Long-term debt................................... 1,228 12,012
Other ...................................................
Net non-current ossets of McCulloch 

Corporation:

2,661

Property, plant and equipment 23,379
Other non-current assets............. 11,119
Goodwill ........................................ 19,359
Long-term debt.............................. (19,270)

34,587

80,698 44,064
Increase in working capital.......... $11,622 $ 9,485

INCREASE (DECREASE) IN Acquired from Total
COMPONENTS OF McCulloch Change
WORKING CAPITAL:
Current assets:

Cash ........................................ $ 2,070 $ 353 $ 3,456
Marketable securities........... (9,266) (2,500)
Trade accounts receivable... 12,747 25,307 13,433
Inventories ............................. 19,614 55,809 376
Prepaid expenses................... 721 3,146 1,659

35,152 75,349 16,424
Current liabilities:

Bank loans .............................. 10,188 28,694 (3,015)
Trade accounts payable........ 10,807 16,966 3,756
Taxes on income..................... 725 -1 ,0 3 8 (1,419)
Cash dividend payable.......... (3,068) 3,068
O th e r........................................ 5,614 20,097 4,549

27,334 63,727 6,939
Net change............................ $ 7,818 $11,622 $ 9,485

1973 1972

WORKING CAPITAL 
PROVIDED BY:

($ Thousands)

Earnings before extraordinary items 
Charges (credits) to earnings not 

requiring (providing) funds:

$ 6,063 3,727

Depreciation and amortization .. 3,822 3,435
Deferred income taxes................ (254) 243
Loss (gain) on disposal of assets 

Working capital provided, before
157 (87)

extraordinary item s...................
Extraordinary items (loss)— net of

9,788 7,318

$300,000 not requiring funds.. 

Working capital provided from
— (367)

operations.............................
Proceeds from issuance of long-

9,788 6,951

term debt...................................... 1,794 13,468
Proceeds from disposal of assets.. 
M arket value of stock issued in

487 552

purchase of businesses..............
Proceeds from stock issued upon

— 331

exercise of options..................... 30 —

Total working capital provided.....

WORKING CAPITAL 
USED FOR:
Additions to property, plant and

12,099 21,302

equipment.................................... 15,857 6,819
Decrease in long-term debt.............
Cash dividends:

2,350 5,274

Common s to ck .............................. 1,445 1,377
Preferred s tock.............................

Acquisition of businesses, less net 
current assets acquired, 1973, 
$4,673,409; (1972, 
$1,699,985):

258 257

Property, plant and equipment.. 839 1,732
Other assets................................... 77 40
Long-term liabilities assumed.... (1,056) (312)

Other items, n e t................................ 134 602

Total working capital used...........
Net increase (decrease) in working

19,904 15,789

capital................................. $(7,805) 5,513
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DIAMOND SHAMROCK CORPORATION (DEC) RAYTHEON COMPANY (DEC)

C onsolidated  S tatem ent o f Changes in F inancial Posi
tion

Statem ents o f Changes in F inancial Position
1973 1972

1973 1972 RESOURCES PROVIDED: ($ Thousands)
($ Thousands) Income before extraordinary item.. $46 ,162 $41 ,173

Depreciation and amortization of
FINANCIAL RESOURCES PROVIDED property, plant and equipment. 29 ,839 28 ,344
Working capital provided by opera

tions
Working capital provided from oper

ations exclusive of extraordinary
Income from continuing operations. $ 48 ,003 $27,285 item................................................... 76,001 69,517
Add— Income charges not requiring Disposal of property, plant and

outlay of current resources, equipment....................................... 2 ,3 7 0 1,992
principally depreciation, n e t .. .. 34 ,617 32 ,840 Decrease in long-term receivables. 3 ,569 283

Provided by continuing operations . 82 ,620 60 ,125 Decrease in investments................... 2 ,908 163
Provided by discontinued operations 3,621 5,609 Decrease in deferred charges and
Total provided by operations........... 86,241 65,734 other assets................................... 1 ,725 1,189
Proceeds from sales of operations in Increase (decrease) in long-term

1973 ($6 8 ,0 2 3 ,0 0 0 ) less work
ing capital sold ($ 1 4 ,136 ,000 )

debt..................................................
Sale of common stock under option

1,479 (3 ,711)

and unredeemed preferred stock plans................................................. 601 2 ,698
receved ($ 2 0 ,0 0 0 ,0 0 0 )............. 33 ,887 — Total resources provided.................... 88,653 72,131

Proceeds from sale of other invest
ments and properties................... 1,035 10,850

RESOURCES APPLIED:
Additions to property, plant and

equipment.......................................
Common shares reacquired..............

Sale of stock to employees.............
O th e r.....................................................

2 ,276
(1 ,231)

4 ,637
5,092

4 1 ,024
16,439

32,351
22,541

$122,208 $86,313 Dividends declared............................. 10 ,200 9 ,698

FINANCIAL RESOURCES USED
Acquired company, at date of ac

quisition:
Capital expenditures........................... $103 ,106 $60 ,919 Working capital.............................. 1 ,403 —
Investm ents and acquisition of Property, plant and equipment.. 3 ,585 —

businesses....................................... 20 ,543 1,578 D eferred charges and o th e r
Dividends ............................................. 23 ,547 22 ,514 assets............................................... 2 ,476 __
Reduction of long-term debt............ 5 ,283 7,465 Excess cost over net assets
Purchase of Common treasury acquired.......................................... 4 ,5 0 2 —

shares ............................................. 5 ,037 — Long-term debt................................ (629) —

Decrease in working capital............ (35 ,308) (6 ,163) Conversion of Series A preferred
$122,208 $86,313 stock:

ANALYSIS OF CHANGES Decrease in preferred stock....... — 2,322
IN WORKING CAPITAL Increase in common stock.......... — (2 ,322 )
Cash and marketable securities . . . . $ (28 ,303) $ 2,331 Redemption of Series A preferred
Receivables.......................................... 22 ,224 (4 ,639) stock for cash................................ — 100
Inventories ..........................................
Notes payable and long-term debt

5,225 (9 ,436) Working capital applied to extraor
dinary item ..................................... _ 3 ,275

payable within one y e a r............ (27 ,272) 1 ,888 Total resources applied....................... 79,000 67,965
Accounts payable................................ (15 ,282 ) (6 ,179) INCREASE IN WORKING CAPITAL ... $ 9 ,653 $ 4 ,166
Federal and foreign income taxes.. 
Assets related to operations sold in

(19 ,452) (5 ,806)

1973
Note receivable.............................. 30 ,000
Preferred stock.............................. 10 ,000 —
Working capital..............................

Other.......................................................
(10 ,515 )

(1 ,933 )
10,515

5,163 ROHM AND HAAS COMPANY

Decrease in working capital............. $(35,308) $(6,163)
  Statements of Changes in Consolidated Financial Posi

tion
1973 1972

SOURCE OF FUNDS: ($ Thousands)
Operations:
Net earnings........................................ $ 65 ,720 $ 46 ,422
Depreciation..........................................
Amortization of investment credits

55 ,272 4 4 ,902

and grants.......................................
Equity in earnings of affiliates (net

(2 ,765) (1 ,825)

of dividends received)................. (1 ,887) (811)
Funds provided from operations..... 116,340 88,688
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Long-term borrowings.....................
Stock options exercised 
Investment grants received by

foreign subsidiary......................
Other sources, net..........................
Total source of funds..................
APPLICATION OF FUNDS 
Additions to land, buildings and

equipment..................................
Amounts invested in and advanced 

to unconsolidated subsidiaries
and affiliates.............................

Purchase of remaining 50% interest 
in Future, S.A. (net of working 
capitol of $6,097,000) consist
ing of:

Goodwill......................................
Long-term debt............................
Net land, buildings and
equipment..................................

Other, net...................................
Investment and advances previ

ously carried on equity basis.
Cash dividends................................
Reduction of long-term borrowings 
Purchase of treasury shares (1973 

—  110, 494; 1972 —  205,
116 )...........................................

Total application of funds............
Increase (decrease) in working 

capital............................. .

50,501
4,295

258
3,928

175,322

92,438

1,646

19,516
(19,443)

15,898
918

(7,760)
12,737
17,732

11,344
145,026

44,109
7,487

7,151
2,821

150,256

72,885

1,746

10,450
53,110

15,406
153,597

$ 30,296 $ (3,341)

U.S. INDUSTRIES, INC. (DEC)

Consolidated Statements of Changes in Financial Posi
tion

SOURCE OF FUNDS 
From Operations
Net income......................................
Charges and (credits) to income not 

affecting working capital: 
Depreciation and amortization of

properties..................................
Deferred federal income taxes

— non-current............................
Minority interest.............................
Undistributed net earnings of un

consolidated subsidiaries (net of 
dividends received in 1973 of
$860,000)................................

Total from operations..................

1973 1972
($ Thousands)

$ 66,851 $ 80,739

27,331

9,237
976

(2,008)
102,387

27,523

6,265
930

(6,132)
109,325

Additional long-term debt, including
refundings..................................

Value of capital stock issued for 
purchased businesses (1972), 
including contingent share is
suances for prior years'
acquisitions................ ................

Reduction in investments in and ac
counts with unconsolidated
subsidiaries................................

Non-current accounts of businesses
sold (A)......................................

Net book value of property, plant 
and equipment sold or retired..

Other— net......................................
Total sources....................................
APPLICATION OF FUNDS 
Non-current accounts of businesses

purchased (A )............................
Additional excess of cost over net 

assets of purchased
businesses— net.......................

Additions to property, plant and
equipment..................................

Dividends declared.........................
Purchases of capital stock for trea

sury and retirement.......... .......
Redemption of Special Preference

Stock...........................................
Reduction in long-term debt, includ

ing amounts refunded...............
Additional investments in and ac

counts with unconsolidated
subsidiaries................................

Total applications............................
Increase in working capital (B)......
Balance at beginning of year .........
Balance at end of year....................
(A) The non-current accounts of

businesses sold (net of 
businesses purchased) are 
summarized as follows: 

Excess of cost over net assets 
of purchased businesses ... 

Property, plant and equipment
—  net................................

Investments in and accounts 
with unconsolidated subsid
iaries ..................................

Other assets.............................
Long-term debt.........................
Deferred income taxes............

(B) Increase (decrease) in working
capitol by major compo
nents is as follows:

Trade receivables, less allow
ances ................................

Inventories...............................
Accounts payable.....................
Prepaid expenses and sundry

receivables.........................
Notes payable for borrowed

money ................................
Other— net...............................

11,596

3,285

56,167

7,593
6,112

187,140

4,841

1,829

47,404
28,461

39,562

1,649

44,223

9,208
177,177

9,963
272,109
282,072

$ 3,957 

55,727

3,424 
7,776 

(14,372) 
(5,186) 

$ 51,326

76,943

18,073

2,504

6,147

4,304
355

217,651

1,900

25,630

52,529
22,805

12,043

65,049

179,956
37,695 

234,414 
$ 272,109

$ —

2,421

(442)
2,268

$ 4,247

(12,271) $ 25,919
26,379 32,140

(163) (15,555)

11,849 3,600

(31,544) 4,874
15,713 (13,283)

$ 9,963 $ 37,695
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Transactions Not A ffecting  W orking  C ap ita l

ASG INDUSTRIES, INC. (DEC)

Statement o f Changes in Financial Position
1973 1972

SOURCE OF FUNDS: ($ Thousands)
From Operations:
Net earnings...................................  $ 2,926 $ 3,462
Expenses not requiring outlay of 

working capital:
Depreciation and amortization... 4,302 3,859
Provision in lieu of income taxes 521 626
Net increase in pension reserve. 285 96
Deferred income taxes............... 208 (133)

Total funds provided from
operations............................. 8,242 7,910

Additional long-term debt............... 11,000 4,334
Provided through Plan of Recapitali

zation:
Reclassification of 5% Cumulative 

Preferred Stock into Common
Stock........................................... 3,573 —

Elimination of dividend arrearages 
on 5% Cumulative Preferred
Stock........................................... 2,099 —

Exercise of stock options...............  8 1,079
24,922 13,323

APPLICATION OF FUNDS:
Additions to property, plant and

equipment (net).........................  6,967 14,585
Exchange of promissory note for 

conversion privileges of 6%
First Mortgage Convertible
Bonds.........................................  4,000 —

Provided through Plan of Recapitali
zation:

Reclassification of 5% Cumulative 
Preferred Stock into Common
Stock........................................... 3,573 —

Elimination of dividend arrearages 
on 5% Cumulative Preferred
Stock........................................... 2,099 —

Decease in long-term debt.............  2,536 250
Additions to deferred charges and

other assets...............................  187 590
19,362 15,425

Net increase (decrease) in working
capital.................................  5,560 $(2,102)

AERONCA, INC. (DEC)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972
($ Thousands)SOURCE OF FUNDS:

Operations:
Earnings (lass) before extraordinary

items........................................... $ 271
Add expenses not requiring the out

lay of working capital:
Depreciation and amortization... 754
Deferral of interest..................... 249
Loss, net, on disposal of prop
erty, plant and equipment........ 206

Working capital provided (ab
sorbed) by operations............. 1,480

Extraordinary items.........................  250
Extension of credit agreement to

January 31, 1976..................... 21,500
Exchange of perferred shares and 

common stock for long-term
debt............................................  6,822

Proceeds from sale of property,
plant and equipment.................. 443

Other, net, principally decrease in 
long-term assets (1973) and re
classifications of assets of dis
continued operations reported
as other assets (1972).............  436

30,931
APPLICATION OF FUNDS:
Exchange of preferred shares and 

common stock for long-term
debt............................................  6,822

Current maturities and payments of
long-term debt........................... 710

Additions to property, plant and
equipment..................................  140

Net decrease in working capital of 
discontinued operations re
ported as other assets.............

7,672
Increase (Decrease) in working

capital.................................  $23,259

($1,904)

579

(1,325)
(281)

32

(702)
(2,276)

412

432

218
1,062

($3,338)

AMERICAN AIR FILTER COMPANY, INC. (OCT)

Consolidated Statement of Changes in Financial Posi
tion

1973 1972

FUNDS PROVIDED BY:
($ Thousands)

Net earnings...................................
Depreciation on straight-line

$ 4,929 $ 4,219

method........................................ 1,690 1,558
Amortization of deferred charges.. 1,461 376
Provision for deferred taxes.......... 585 552
Other, net........................................ 262 375
Funds derived from operations..... 8,927 7,080
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Increase in long-term debt............. 12,851 — WORKING CAPITAL USED
Common stock issued for retirement 

of convertible debentures and
Fixed asset additions and construc

tion in progress......................... 2,350 6,413
exercise of stock options......... 264 887 Cash dividends................................ 871 791

Other................................................ 263 679 Current maturities of long-term
22,305 8,646 liabilities................................... 280 94

FUNDS USED FOR: Payment of long-term liabilities .... 103 —

Additions to property, plant and Other................................................ 231 226
equipment.................................. 5,604 3,079 3,835 7,524

Retirement of convertible deben
tures through exchange for 
common stock............................ 16 510

Item not using working capital 
Fixed asset purchased by is
suance of long-term liability.... 510

Payment of dividends..................... 1,715 1,644 4,345 7,524
Payment of long-term debt............ 2,650 1,894 Increase (decrease) in working
Increase in deferred charges......... 2,332 772 capital................................. 2,141 (4,208)
Other................................................ 226 325

12,543 8,224
Increase in working capital.......... 9,762 442
Working capital at beginning of year 44,998 44,576 SPARTON CORPORATION (JUN)
Working capital at end of year.... 54,760 44,998

Consolidated Statement o f Changes in Financial Posi
tion

ROWE FURNITURE CORPORATION ( NOV)

Consolidated Comparative Statement o f Changes in 
Financial Position

1973 1972

WORKING CAPITAL PROVIDED
Operations........................................
Net earnings before extraordinary

($ Thousands)

item............................................
Expenses not requiring working cap

ital

$2,158 $2,569

Depreciation and amortization.......
Other— Net of income taxes of

1,411 1,006

$83,315 and $12,750............. 80 12
Working capital provided from oper

ations exclusive of extraordinary 4

item..................................... 3,649 3,587
Extraordinary item.......................... — (579)
Sale of fixed assets— net............... 20 57
Proceeds from long-term liabilities. 2,245 76
Employees' stock options exercised 
Decrease in construction funds on

62 91

deposit with Missouri trustee .. — 84

Item not providing working capital 
Long-term liability issued to

5,976 3,316

purchase fixed assets............... 510 —
6,486 3,316

1973 1972
SOURCE OF WORKING CAPITAL: 
Operations:

($ Thousands)

Net income......................................
Charges against (credits to) income 

not involving working capital in 
the current period:

$ 2,058 $ 1,837

Depreciation and depletion............. 696 623
Provision for deferred compensation 91 57
Non-current portion of deferred in

come ta x ................................... 98 (27)
Other................................................ 8 —
Total from operations.................. 2,951 2,490
Net cost of property retirements... 
Proceeds of common shares sold

249 401

upon exercise of stock options. 
Common stock issued in exchange

14 34

for oil and gas leaseholds........ 1,368 —

DISPOSITION OF WORKING CAPI
TAL:

Additions to property, plant and 
equipment:

Non-producing oil and gas leasehold

4,582 2,925

properties.................................. 1,616 230
Producing oil and gas properties... 
Manufacturing property, plant, and

293 208

equipment.................................. 1,107 645
Increase (decrease) in deferred 

charges, less patent
amortization...............................

Increase (decrease) in investments
15 (51)

and other assets, excluding de
ferred income taxes.................. 250 (39)

Dividends.........................................
Current maturities of long-term

457 334

lease obligations.......................
Cost of common stock acquired for

16 14

treasury..................................... 55 1
3,809 1,342

Increase in working capital*.......... $ 773 $ 1,583
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OWENS-ILLINOIS (DEC) CASH FLOW

1973 1972
SOURCE OF FUNDS: 
Operations:

($ Thousands)

Earnings before extraordinary gains 
Charges not requiring current outlay 

of funds:

$ 74,496 $ 64,579

Depreciation and depletion.............
Retirements of property, plant and

72,400 64,935

equipment.................................. 7,586 2,922
Increase in furnace rebuilding re

serve, deferred taxes, etc.......
Funds from operations before extra-

16,819 11,629

ordinary gains............................
Extraordinary gain portion affecting 

working capital:
Proceeds from sale of stock, less

171,301 144,065

applicable income tax ............... — 4,526
Expenses of exchange offer.......... (1,580) —

169,721 148,591
Long-term borrowings....................
Proceeds from exercise of stock

19,037 36,662

options........................................ — 1,704
Owens-Corning Fiberglas Corpora

tion common stock exchanged.. 58,654 _
Other................................................ 3,224 —

APPLICATION OF FUNDS:
250,636 186,957

Cash dividends................................
Additions to property, plant and

25,969 25,222

equipment..................................
Increase in foreign investments and

134,301 89,025

advances ................................... 1,268 16,362
Increase in other assets..................
Acquisition of common treasury 

shares:

10,344 12,740

Purchased ........................................
Received in exchange for Owens- 

Corning Fiberglas Corporation

3,306 9,798

common stock............................ 58,654 —

Reduction of long-term debt.......... 22,402 26,549
Other................................................ 6,368 1,874

Increase (decrease) in working
262,612 181,570

capital........................................ $ (11,976) $ 5,387

Opinion No. 19 states in part;
15. The amount of working capital or cash provided 

from operations is not a substitute for or an improve
ment upon properly determined net income as a meas
ure of results of operations and the consequent effect 
on financial position. Terms referring to “cash” should 
not be used to describe amounts provided from opera
tions unless all noncash items have been appropriately 
adjusted. The adjusted amount should be described 
accurately, in conformity with the nature of the adjust
ments, e.g., “Cash provided from operations for the 
period” or “Working capital provided from operations 
for the period” as appropriate. The Board strongly re
commends that isolated statistics of working capital or 
cash provided from operations, especially per-share 
amounts, not be presented in annual reports to 
shareholders. If any per-share data relating to flow of 
working capital or cash are presented, they should as a 
minimum include amounts for inflow from operations, 
inflow from other sources, and total outflow, and each 
per-share amount should be clearly identified with the 
corresponding total amount shown in the Statement. 
Accounting Series Release No. 142, issued in March 1973 

by the Securities Exchange Commission, states that a com
pany should avoid presenting per share cash flow data in its 
annual reports to stockholders and in its SEC filings.

A summary of the references to cash flow made by the 
companies in the survey is presented in Table 5-7.

TA B LE 5-7: R E FER EN C ES TO  CASH FLO W
Number of Presentations

Location of Reference
President's le tte r or financia l

1973 1972 1971 1970

rev iew ........................................... 36 56 59 59
Operating summaries or statistics.. 17 34 37 38

Highlights ........................................... 10 19 27 38
Chart ...................................................
Statement of Changes in Financial

11 17 16 28

Position......................................... 7 ‘ 1 1 7
Separate statement........................... — — — 1

*81 **127 ***140

*N ine  c o m p a n ie s  re fe rre d  to  ca sh  flo w  in tw o  
in th re e ; o n e  in five .

lo ca tio n s ; one

**Fifteen companies referred to cash flow in two locations; 
nine in three; two in four.

***Fifteen companies referred to cash flow in two locations; 
ten in three; three in four.

****Eighteen companies referred to cash flow in two loca
tions; thirteen in three; six in four.
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ANALYSIS OF CHANGES IN WORKING 
CAPITAL ELEMENTS

A nalysis  Included as Part of S tatem ent

Opinion No. 19 states in part:
12. Whether or not working capital flow is pre

sented in the Statement, net changes in each ele
ment of working capital (as customarily defined) 
should be appropriately disclosed for at least the 
current period, either in the Statement or in a related 
tabulation.

a. If the format shows the flow of cash, changes 
in other elements of working capital (e.g., in receiv
ables, inventories, and payables) constitute sources 
and uses of cash and should accordingly be dis
closed in appropriate detail in the body of the 
Statement.

b. If the format shows the flow of working capital 
and two-year comparative balance sheets are pre
sented, the changes in each element of working 
capital for the current period (but not for earlier 
periods) can be computed by the user of the state
ments. Nevertheless, the Board believes that the 
objectives of the Statement usually require that the 
net change in working capital be analyzed in ap
propriate detail in a tabulation accompanying the 
Statement, and accordingly this detail should be 
furnished.

Table 5-8 shows the manner in which the survey com
panies disclosed details of this information. Of the 43 com
panies listed as including an analysis of working capital ele
ments as part of the statement of changes in financial posi
tion, 33 presented a statement format accounting for cash or 
cash equivalents.

Table 5-9 summarizes the titles or introductory phrases 
used for the schedule of changes in working capital elements 
when such data is not contained within the main body of the 
statement of changes in financial position.

Examples of tabulations analyzing changes in working cap
ital elements are shown below. Such data has been omitted 
from previous examples in this section in order to emphasize 
other information contained within the statement of changes 
in financial position.

WEST POINT-PEPPERELL, INC. (AUG)

Statement of Changes in Financial Position
1973 1972

($ Thousands)
FUNDS PROVIDED BY:
Operations:

Net income..................................
Depreciation................................
Deferred federal income tax ....

Total from operations..................
Increase in long-term debt.............
Increase in accounts payable and

accrued liabilities......................
Increase in Federal income tax

payable......................................
Increase (decrease) in current

maturity of long-term debt.......
Proceeds from sales of fixed assets

and investments.......................
Total funds provided....................

USES OF FUNDS:
Capital expenditures.......................
Property, plant and equipment of

acquired company.....................
Cash dividends paid........................
Increase in accounts receivable ....
Increase in marketable securities ..
Increase (decrease) in inventories 
Increase (decrease) in prepaid ex

penses ......................................
Decrease in notes payable.............
Decrease in long-term debt............
Other transactions— net..................
Total funds used.........................
Increase (decrease) in cash..........

$17,825 $10,195
12,861 12,533
2,420 983

33,106 23,711
5,784 20,000

9,800 8,503

3,628 353

430 (1,243)

2,932 950
55,680 52,274

18,629 19,802

4,705 _
5,227 4,750

14,573 8,805
4,669 989
7,882 (1,557)

298 (307)
— 18,190

561 133
1,026 422

57,570 51,227
$(1,890) $ 1,047

TA B LE 5-8: A N A LY SIS  OF C H A N G ES IN 
W O R K IN G  C A PITA L ELEM ENTS  
PR ESE N TA TIO N

Analysis included as part of state
ment of changes in financial
position......................................

Analysis presented in a tabulation at 
bottom of statement of changes
in financial position...................

Analysis presented in a tabulation 
apart from statement of changes
in financial position...................

Total number of companies present-

1973 1972 1971 1970

43 41 46 42

530 525 487 72

27 30 26 9

600 596 559 123

TA B LE 5-9: T ITLES ID EN TIFYIN G  AN A LY SIS  OF  
W O R K IN G  C A PITA L ELEM ENTS

1973 1972 1971
Change in working capital................................  251 228 207
Increase (decrease) in working capital........ 190 186 146
Analysis of changes in working capital.......  65 53 48
Summary of changes in working capital......  28 29 25
Other titles..................................................... 23 59 87
Subtotal ..................................................  557 555 513
Analysis included in statement of changes in

financial position......................................  43 41 46
Total Companies.........................................  600 596 559
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ARMCO STEEL CORPORATION (DEC)

S tatem ent o f  Changes in C onsolidated  F inancial Posi
tion

A nalysis  Presented in a Tabulation  a t Bottom  of 
Statem ent

1973 1972

SOURCE OF FUNDS
($ Thousands) A M E R IC A N  G R E E T IN G S  C O R P O R A T IO N  (F E B )

Operations
Net income for the y e a r ..................
Depreciation........................................

$107,454
82,709

$ 75,604 
79,202

S ta te m e n ts  o f  C o n s o lid a te d  C h a n g e s  In  F in a n c ia l P o s i

t io n

Lease right amortization.................. 16,238 16,198 1973 1972
Deferred income taxes..................... 35,626 12,308 Restated
Equity in net income of unconsoli

dated subsidiaries...................... (6,320) (5,548) SOURCE OF FUNDS
($ Thousands)

Equity in net income of associated Net income......................................... $14,654 $12,129
companies.................................... (5,977) . (3,942) Items not requiring outlay of current

Other-net............................................ 8,500 4,358 funds:

Total from operations........................ 238,230 178,180 Depreciation........................................ 2,476 2,215

Increase in accounts payable and Deferred federal income taxes-
accruals......................................... 93,265 29,331 — noncurrent.............................. 363 270

Increase (decrease) in current notes 
payable......................................... 10,303 (58,504)

Equity in net losses of unconsoli
dated foreign subsidiaries.......... 350 518

Proceeds from issuance of long
term debt...................................... 8,792 32,463

Funds provided from operations......
D isposals of p roperty  and

17,843 15,132

Increase in other liabilities.............. 6,745 14,688 equipment.................................... 271 398
Tota l..................................................... 357,335 196,158 Proceeds from sale of stock under
USE OF FUNDS option plans................................. 589 287

Capital expenditures......................... 71,496 74,646 18,703 15,817
Cash dividends................................... 46,261 37,944 USE OF FUNDS
Increase in accounts and notes Expenditures for property, plant and

receivable..................................... 50,231 27,066 equipment..................................... 5,025 3,130
Increase in inventories..................... 22,420 9,879 Cash dividends................................... 3,276 3,160
Payments on long-term debt........... 21,472 27,564 Reduction of long-term deb t........... 1,929 1,329
Purchases of common and preferred 

stock.............................................. 14,437
Investments in and advances to un

consolidated subsidiaries........... 175 757
Payments on long-te rm  lease Increase in other assets................... 834 399

obligations.................................... 7,305 4,780 11,239 8,775
Increase in prepaid expenses and 

deferred charges......................... 6,995 961
increase in working capital.......... $ 7,464 $ 7,042

Increase in cost of investments . . . .  
O ther-net............................................

5,557
6,809

25,407
4,849

SUMMARY OF CHANGES 
IN COMPONENTS OF

Total........................................ 252,983 213,096 WORKING CAPITAL:
Increase (decrease) in Cash and Asset increase (decrease):

Marketable Securities for year. 104,352 (16,938) Cash .............................................. $ (309) $ 543
Cash and Marketable Securities Marketable securities.................. 4,375 7,504
Beginning of year.............................. 12,429 29,367 Trade accounts receivable.......... 6,047 (985)
End of year......................................... $116,781 $ 12,429 Inventories ................................... (304) 398

Deferred federal income taxes .. 342 345
Prepaid expenses..........................

Liability (increase) decrease:
238 —

Trade accounts payable.............. (1,193) 874
Payrolls and payroll taxes.......... (548) (532)
Employees' re tirem ent p ro fit-  

sharing contribution................ (297) (337)
State and local taxes................... (190) (501)
Dividends payable........................ (20) (31)
United States and Canadian in

come taxes................................ (77) (236)
Current installments of long-term

debt............................................. (600) —

Increase in working capital.......... $ 7,464 $ 7,042
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AMERICAN BAKERIES COMPANY (DEC)

Consolidated Statements o f Changes in Financial Posi
tion

1973 1972

SOURCES OF WORKING CAPITAL: 
Earnings (loss) before extraordinary

($ Thousands)

items...........................................
Add (deduct)— items not requiring 

outlay of working capital—

$(2,019) $ 172

Depreciation and amortization... 
Deferred income taxes, including

7,114 6,746

reclassification ......................
Working capital provided from oper

ations, exclusive of extraordi
nary items..................................

(1,135) 

$ 3,960

373 

$ 7,291
Proceeds from disposal of property, 

including in 1972, extraordinary
gain on sole of four plants........ 2,023 7,107

Increase in long-term liabilities .... 2 ,200 10,098
Other items, net............................ (518) (77)

APPLICATIONS OF 
WORKING CAPITAL:

$ 7,665 $24,419

Goodwill resulting from acquisition $ - $ 343
Reduction of long-term debt.......... 1,411 3,451
Additions to plant and equipment.. 6,461 9,251
Dividends declared.........................
Purchase of stock for retirement

934 999

$1.80 cumulative prior preferred 
5% cumulative convertible pre

ferred .....................................

103

451

65

1,686
Purchase of common stock for the

treasury.....................................
Charges incurred relating to closed

642 303

plants......................................... 1,164 2,212
Settlement of antitrust litigation.... — 400

Increase (Decrease) in Working
$11,166 $18,710

Capital........................................

WORKING CAPITAL:

(3,501) $ 5,709

Beginning of year............................ 20,791 15,081
End of year......................................

INCREASE (DECREASE)
IN COMPONENTS OF 
WORKING CAPITAL:

$17,290 $20,790

Cash ............................................... $ 753 $ 778
Marketable securities ................... 427 (167)
Notes receivable ............................ (6,200) 6 ,2 0 0
Accounts receivable ...................... (1,223) 4,264
Inventories .....................................
Claims for refund and future tax

2,444 2,126

benefits...................................... 1,028 (981)
Prepaid expenses and deposits......
Notes payable and current

175 120

maturities of long-term debt.... (2,406) 916
Accounts payable............................ (794) (5,455)
Accrued liabilities............................ 1,547 (1,487)
Dividends payable.......................... 12 32
Income taxes................................... 736 (637)

$ (3,501) $ 5,709

FIRST NATIONAL STORES INC. (MAR)

Consolidated Statements o f Changes in Financial Posi
tion

1973 1972
($ Thousands)

FINANCIAL RESOURCES 
WERE PROVIDED BY:
Operations:
Income (loss) before extraordinary

items.................................................
Expenses not requiring outlay of 

working capital in the current 
period:

Depreciation and amortization
(Note 1 ) .......................................

Deferred federal income taxes..
O th e r................................................

Working capital provided by
operations.............................

Extraordinary items:
Sale of investment.........................
Sole of assets relating to discon

tinued operations......................
Proceeds from:

Sale and leaseback of certain
store properties.........................

Long-term debt................................
Disposal of fixed assets...............
Exercise of stock options............

FINANCIAL RESOURCES 
WERE USED FOR:
Additions to fixed assets...................
Reductions of long-term debt..........
Cash dividends declared...................
Purchases of investments.................
Change in other noncurrent assets.
O th e r......................................................

Increase in walking capital..........
Working capital at beginning of year 
Working capital at end of year.....

ANALYSIS OF CHANGES IN 
ELEMENTS OF WORKING CAPITAL: 
Increase (decrease) in current as

sets:
Cash .................................................
Short-term investments...............
Accounts receivable......................
Inventories .....................................
Prepaid expenses and other cur

rent assets..................................

(Increase) decrease in current 
liabilities:

Accounts payable...........................
Accrued expenses.........................
Current portion of long-term debt
Federal income taxes....................
Dividend payable...........................

Increase in working capital..........

$ 260 $ (1 ,566)

6 ,865 7 ,508
360 (1 ,100)

(562) 832

6,923 5,674

— 3,764

(135) —

3 ,280
— 10,000

2 ,842 2 ,267
— 106

12,910 21,811

4 ,5 9 4 11,897
1,334 1,317

— 1,020
— 386

145 439
(26) 40

6,047 15,099
6,863 6,712

29 ,582 22 ,870
$36,445 $29,582

$ 687
2 ,954  
(324) 

(1 ,335)

540
2,522

4 ,7 9 0
(462)

13

4,341 
$ 6,863

(438)
14,953

1,688
102

(511)
15,794

(7 ,988) 
(1 ,292) 

(492) 
350  
340  

(9,082) 
$ 6,712
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NEPTUNE METER COMPANY (DEC)

C onsolidated  Sta te ments  o f  C hanges in F inan cia l Posi
tion

1973 1972

FUNDS WERE PROVIDED BY:
($ Thousands)

Net income............................................
Charges (credits) to income not af

fecting funds:

$ 2 ,442 $ 1 ,635

Depreciation ................................... 1 ,444 1,394
Amortization................................... 330 82
Deferred income t a x .................... (185) (401)
Minority interest in subsidiaries. 

Working capital provided from
61 95

operations........................................
Retirement or sale of property,

4,092 2,805

plant and equipment.................... 2,731 688
Increase in long-term debt...............
Proceeds from  common stock

— 2 ,750

transactions................................... 72 20
Proceeds from sale of other invest

ments, net of ga in........................ 235
Other sources ..................................... — 107
Total funds provided............................

FUNDS WERE APPLIED TO: 
Acquisition of remaining interest in

7,130 6,372

subsidiary (note 1 ) ......................
Investm ent in property , p lan t,

1 ,338 —

equipment and construction fund 1,924 4,185
Second mortgage note receivable on

sole of building............................. 644 —

Purchase of treasury stock.............. 248 —

Cash dividends ................................... 996 1,001
Reduction in long-term d eb t............ 800 800
Preoperating costs..............................
Patents resulting from acquisitions

1,069 660

(note 1 )............................................
Net effect of changes in noncurrent 

assets and liabilities related to 
relocation:

520

Reduction in income tax benefit. 
Change in fixed assets and provi

sion for abondonment..............

(453)

832

(876)

278
Reduction in relocation reserve . — 2 ,387

Net effect related to relocation..... 378 1,789
O th er...................................................... 334 133
Total funds applied.............................. 8,255 8,568
Net change in working capital ........ (1 ,125 ) (2 ,196)
Working capital, beginning of year 19,961 22 ,157
Working capital, end of year........... $18,836 $19,961

SUMMARY OF CHANGES 
IN WORKING CAPITAL 
Increase (decrease) in current as

sets:
Cash .................................................
Marketable securities...................
Receivables.....................................
Unbilled costs and related income

on contracts in progress.........
Refund of Federal income taxes. 
Current portion of income tax 

benefit relating to provision
for relocation costs...................

Inventories .....................................
Prepayments and other current 

assets............................................

Increase (decrease) in current 
liabilities:

Notes payable ................................
Current installments of long-term

debt...............................................
Accounts payable...........................
Billings in excess of costs and re

lated income on contracts in
progress .......................................

Accrued income taxes...................
Other accrued expenses ..............
Provision for relocation costs....

Net change in working capital.....

$ (87)

4 ,305  

(103)

(1 ,247)
1,451

575
4,894

2,281

2 ,623

1,229
115
231

(461)
6,019

$(1,125)

$ 578
(242) 
1,200

(230)
(510)

556
(886)

191
657

4 ,499

150
2 ,070

502  
208  

(4 ,578) 
2,853 

$ (2,196)

WM. WRIGLEY JR. COMPANY (DEC)

S tatem ent o f C onsolidated  Changes in W orking Capita l
1973 1972

SOURCES OF WORKING CAPITAL: 
Operations—

($ Thousands)

Net earnings........................................
Add expenses not requiring outlay 

of working capital:

$19 ,848 $18 ,307

Depreciation ................................... 9 ,100 7,695
Deferred income taxes................. 1 ,470 1,100

Total from operations.................. 30,418 27,102
Property retirements......................... 602 1,442

DISPOSITION OF 
WORKING CAPITAL:

31,020 28,544

Dividends ............................................. 12,402 10,827
Additions to properties......................
Increase in prepaid expenses and

8 ,453 14,770

other assets................................... 246 199
21,101 25,796

Increase in working capital.......... $ 9,919 $ 2,748
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CHANGES IN ELEMENTS OF Proceeds from sale of long-term
WORKING CAPITAL CONSIST OF: notes and warrants...................... — 12,425
Increase (decrease) in current Long-term mortgage notes incurred 720 1,700

assets— Increase in capital upon conversion
Cash and time deposits............... $ (102) $ 1 ,643 of Debentures into common
Marketable securities................... 1 ,049 (123) shares ............................................. 288 279
Accounts receivable...................... 6 ,030 814 Sale of property assets.................... 205 72
Inventories ..................................... (1 ,103 ) (1 ,361) Proceeds from exercise of stock

5,874 973 options............................................. 185 173
Decrease (increase) in current Other items— net .............................. 107 (39)

liabilities— Total sources......................................... 8,170 20,369
Notes payable to banks...............
Accounts payable and accrued

expenses .....................................
Dividends payable.........................
Income taxes and other taxes 

payable.......................................

Increase in working capital..............
Working capital at the beginning of

the year ..........................................
Working capital at the end of the 

year...................................................

7 ,422

(2 ,105 )
(591)

(681)
4,045
9,919

43 ,064

4 ,1 7 0

(276)

(2 ,119)
1,775
2,748

4 0 ,316

APPLICATIONS OF WORKING 
CAPITAL:
Addition to property assets..............
Reduction of long-term debt: 
Principal amount of Debentures 

converted (net of related un
amortized debt expense)............

Other debt.............................................
Cash dividends.....................................
Total applications................................
Increase in working capital— Note

4 ,112

288
1,248

929
6,577

1,593

3 ,596

279
2 ,364

871
7,110

13,259
$52,983 $43,064

7 ........................................................
Working capital at beginning of year 2 6 ,080 12,821
Working capital at end of year...... $27,673 $26,080

N o te  7 : C h a n g e s  in  W o r k in g  C a p i t a l  C o m p o 
n e n ts — In c re a s e s  (d e c re a s e s ) in curren t asse ts  an d  curren t 
liabilities a re  ta b u la te d  a s  follows:

1973 1972
($ Thousands)

Current assets:
Cash ................................................. $ 233 $ 246
Accounts receivable...................... 3 ,895 1,867
Inventories ..................................... 5 ,5 5 5 3 ,030
O th er................................................. 329 306

A nalysis  Presented in a Tabula tion  A p art from 10,012 5,449
Statem ent Current liabilities:

Notes payable— banks.................
Current maturities of long-term

2,937 (6 ,600)

debt............................................... 94 30
Accounts payable........................... 3 ,818 (1 ,680)

LESLIE FAY INC. (APR) O th e r................................................. 1 ,570 440
8,419 (7,810)

C onsolidated  S tatem ent o f Changes in F inancial Posi
tion

Increase in working capital.............. $ 1,593 $13,259

1973 1972
($ Thousands)

SOURCES OF WORKING CAPITAL: 
Provided by operations:
Income before extraordinary items $ 4 ,528 $ 3 ,648
Add items not involving working 

capital:
Depreciation ................................... 1 ,814 1,522
D eferred federa l income

taxes— noncurrent.................... 323 244
6,665 5 ,414

Extraordinary items............................ — 332
Add loss on sale of property assets,

not involving working capital... — 13
— 345

Total provided by operations........ 6,665 5,759
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WHITE MOTOR CORPORATION (DEC)

Statement o f Consolidated Changes in Financial Posi
tion

1973 1972
($ Thousands)

SOURCE OF WORKING CAPITAL 
From operations:
Income before extraordinary items $21,383 $ 7,069
Items not affecting working capital:

Depreciation ............................... 9,237 8,975
Noncurrent deferred income

taxes........................................ 1,782 203
Net income of unconsolidated fi-

nance subsidiaries.................. (4,428) (4,034)
Total from operations before extra-

ordinary items.......................... 27,974 12,213
Extraordinary items......................... 2,302 1,541
Total from operations...................... 30,276 13,754
Sale of Common Stock................... 515 22,890
Long-term borrowings..................... — 55,000
Disposal of property, plant and

equipment.................................. 5,099 5,008
Decrease in other assets................ 1,580 —

Other— net ..................................... 602 172
38,072 96,824

USE OF WORKING CAPITAL
Reduction of long-term debt.......... 7,376 4,402
Additions to property, plant and

equipment.................................. 22,948 8,283
Dividends on Preferred Stock......... 1,064 1,064
Purchase of Common Stock for

treasury..................................... 303 —

Increase in other assets.................. — 1,393
31,691 15,142

Increase in Working Capitol— Note
N................................................. $ 6,381 $81,682

Note N: Working Capital Changes— A sum m ary of
changes in components of working capital follows:

1973 1972
($ Thousands)

Increase (decrease) in current as
sets

Cash ........................................... $ (661) $ (6,359)
Trade receivables....................... 16,542 14,873
Inventories ................................ 37,543 (2,373)
Deferred income taxes............... (2,293) (2,748)
Prepaid expenses....................... (263) (153)

(Increase) decrease in current 
liabilities:

Notes payable to banks............. — 97,000
Trade payables............................ (44,045) (9,533)
Current portion of long-term debt (692) 570
Accrued expenses and other

liabilities.................................. (4,917) 4,033
Due finance subsidiaries............ 2,685 (11,487)
Taxes ......................................... 2,482 (2,141)

Increase in working capital............ $ 6,381 $81,682
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Section 6: Auditors’ Report

This section reviews the format and content of Auditors’ 
Reports appearing in the annual reports of the 600 survey 
companies. Effective November 1972, Statement of Auditing 
Standards No. 1, issued by the Auditing Standards Executive 
Committee of the AICPA, codified and superseded 
Statements on Auditing Procedures Nos. 33-54 previously 
issued by the Committee on Auditing Procedure. Sections of 
Statement No. 1 will in turn be superseded by a proposed 
Statement on Auditing Standards No. 2 which, if issued in 
the form exposed for public comment, will apply for the most 
part to Auditors’ Reports issued on financial statements for 
periods ending on or after December 31, 1974. With regard to 
piecemeal opinions which proposed SAS No. 2 considers 
inappropriate in any situation, the effective date will apply to 
Auditors’ Reports issued on financial statements for periods 
ending on or after January 31, 1975.

LOCATION

Table 6-1 summarized the placement of the Auditors’ Re
port in the 1973 annual reports of the survey companies.

Resume, issued in 1953 by the Committee on Terminology of 
the American Institute of Certified Public Accountants, states 
in part:

42. The word opinion is also important. In the cir
cumstances described it is not possible for the auditor 
to state as a literal fact that the statements are true, or 
that they have been prepared “in conformity with gen
erally accepted accounting principles.’’ All that the cir
cumstances warrant is an expression of opinion; and 
although it is true that the auditor is expected to have 
qualified himself to express an opinion both by his gen
eral training and by his examination in the particular 
case, yet his audit properly results in a statement of 
opinion, not of fact.

44. The Securities Act of 1933 repeatedly speaks of 
statements “certified” by accountants, and this usage 
was followed in the regulations of the Securities and 
Exchange Commission. Before 1933, however, ques
tion had been raised as to the propriety and usefulness 
in this connection of the words to certify and certificate; 
it was pointed out that they were misleading to the 
extent that they conveyed to ordinary readers an im
pression of greater certainty or accuracy than the

TITLE OF THE AUDITORS’ REPORT

In the January 1961 issue of CPA, the membership bulletin 
of the American Institute of Certified Public Accountants, the 
following item appeared:

As a matter of good public relations for the CPA 
himself and for the profession as a whole, the execu
tive committee decided at its last meeting that all firms 
and practitioners legally entitled to do so should be 
urged to use “certified public accountant” in connection 
with the firm name on financial reports and letterheads.

Tests made by the Institute have shown that opinion 
leaders in a business community know the difference 
between a CPA and a noncertified accountant, but that 
they frequently cannot tell whether accountants they 
know are certified or not. The reason appears to be the 
failure of many CPAs to identify themselves as they are 
entitled to, despite the clear benefits to be gained from 
being known as a certified public accountant.

Accounting Terminology Bulletin No. 1-Review and

TA B LE 6-1: LO CA TIO N O F A U D ITO R S ’ R EPO R T  
IN RELA TIO N  TO  F IN A N C IA L STA TE M EN TS

1973 1972 1971 1970
Follows all financial statements and

notes (*197,251,631).................. 440 444 432 428
Follows all financial statements, but

precedes notes (*8,291,474) .. 40 46 52 74
Precedes all financial statements

and notes (*62,303,485).........  55 54 60 47
Intermediate position

(*22,126,170)..........................  65 56 56 51
Total Companies............................  600 600 600 600
*Refer to Company Appendix Section.
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statements could possess, or that they represented 
that the auditor was expressing more than his opinion 
about the statements. In a letter dated December 21, 
1933, the Institute’s special committee on cooperation 
with stock exchanges wrote: “To this end, we think it 
desirable that the document signed by the accountants 
should be in the form of a report, as in England, rather 
than a certificate, and that the works in our (my) opinion 
should always be embodied therein.” But one of the 
notes to the form recommended with that letter spoke 
of the “certificate,” and other committees have fre
quently found themselves obliged to use report and 
certificate interchangeably. In these circumstances the 
continued use of both terms can scarcely be avoided, 
and the important thing is to emphasize the fact that the 
choice of one term or the other implies no difference of 
scope or purport, and to make that purport clear. . .

Table 6-2, which summarized the term combinations used 
in the titles of auditors’ reports, shows that the most fre
quently used combinations were Accountants Report, Au
ditors’ Report, and Independent Accountants’ Report.

TA B LE 6-3: A D D R E SS EE OF A U D ITO R S ’ R EPO R T
1973 1972 1971 1970

The Directors (Board of Directors)
and Stockholders (Shareowners) 398 402 384 382

The Directors......................................  97 96 106 106
The Stockholders................................ 83 81 84 88
The Company......................................  17 18 21 21
Other, or no addressee...................  5 3 5 3

Total Companies.........................  600 600 600 600

ADDRESSEE OF THE AUDITORS’
REPORT

Table 6-3 summarized the addressee mentioned in the 
auditors’ reports of the survey companies.

Examples of the various forms of address used by the 
auditors in presenting their opinions may be observed from 
copies of the actual reports included throughout this section.

TA B LE 6-2: TE R M S USED IN T ITLE OF  
A U D ITO R S ’ REPO R T

1973 1972 1971 1970
Auditor Designated os:
Accountant ............................................ 311 330 323 323
Auditor.................................................... 140 129 135 141
Certified public accountant............... 86 77 74 69
Public accountant................................ 12 9 11 12
No reference, or other...................... 1 1 3 2

Reports with titles......................... 550 546 546 547
Independent added......................... 174 166 165 160

Report Designated os:
Report.................................................... 469 434 377 373
Opinion.................................................. 72 103 156 158
Certificate............................................. 5 8 7 11
Other....................................................... 4 1 6 5

Reports with titles......................... 550 546 546 547
Reports without t it le s .................. 50 54 54 53

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

1973 References to Report
Certi
ficate

Other
Report Opinion Terms

1973  Reference to Auditor
Accountant ............................................ 160 29 3 1
Independent accountant.................... 104 14 — —
Auditor.................................................... 122 10 1 2
Independent auditor........................... 4 1 — —

Certified public accountant............... 43 4 — —
Independent certified  public

accountant....................................... 28 9 1 1
Independent public accountant......... 8 4 — —

Auditor not referred to ...................... — 1 — —

Reports with Titles..................... 469 72 5 4

SHORT-FORM AUDITORS’ REPORT

A short-form report outlines in general terms the scope of 
the examination made and states concisely the opinion of the 
independent certified public accountant regarding the fair
ness of the financial statements. The standard format of a 
short-form report, as illustrated in Section 511.04 of 
Statement on Auditing Standards No. 1 follows:

We have examined the balance sheet of X Company 
as of December 31, 19..., and the related statements of 
income and retained earnings and changes in financial 
position for the year then ended. Our examination was 
made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing procedures 
as we considered necessary in the circumstances.

In our opinion, the aforementioned financial state
ments present fairly the financial position of X Com
pany at December 31, 19..., and the results of its oper
ations and the changes in its financial position for the 
year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent 

  with that of the preceding year.

A modified short-form auditors’ report differs from the stan
dard short-form auditors’ report in that the opinion and scope 
are usually combined in a single paragraph with the opinion 
sentence appearing first.
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Table 6-4 summarized the format of auditors’ reports in
cluded in the 1973 annual reports of the survey companies. 
The standard short-form auditors’ report was included in the 
annual reports of 518 companies and the modified short-form 
auditors’ report in 82 annual reports. Of the 518 standard 
short-form reports, 185 contained additional sentences or 
paragraphs. Table 6-5 lists some of the minor wording varia
tions appearing in the auditors’ report.

TA B LE 6-4: FO R M A T OF  
A U D ITO R S ’ REPO RT

1973 1972 1971 1970
Standard Short-form Report
Standard form (including only slight

variations).................................. 333 324 296 244
Extra middle sentence in scope

paragraph.................................. 7 8 14 5
Additional last sentence in scope 

paragraph referring to:
Prior year examination...................  92 101 120 142
Examination by other accountants.. 67 69 76 84
Matter to which exception is taken 5 2 6 12
Other................................................  10 17 8 20
Middle paragraph between scope 

and opinion referring to:
Examination by other accountants.. 2 4 3 5
Matter to which exception is taken 15 26 25 17
Other................................................  10 12 13 10
Sentence or paragraph following 

opinion paragraph referring to:
Statement of Changes in Financial

Position......................................  —  —  1 25
Other matters.................................. 11 11 12 21
Total........................................  *553 *574 *574 *585
Modified Short-form Report 
Two sentences only—  "In our opin

ion.." and "Our examination
was made..."............................  75 65 69 75

Sentence between "In our opin
ion.." and "Our examination
was made..."............................  1 4 3 2

Sentence or paragraph following
"Our examination was made".. 7 5 6 10

Total........................................  82 74 78 87
Number of Companies Presenting:
Standard short-form report............ 518 526 522 513
Modified short-form report............ 82 74 78 87
Total........................................  600 600 600 600
*Some audit reports had more than one modification.

TA B LE 6-5: M INOR W O R DING  VA R IA TIO N S  
FO UN D IN A U D ITO R S ’ REPO RT

Wording Variation Found in 
Standard Modified

Wording Variations Used
Accompanying included in opening 

sentence, but not in opinion
paragraph ....................................

Financial statements substituted for 
names of statements in opening 
sentence, but opinion paragraph
has titles of statements.............

Financial statements substituted for 
names of statements throughout 

Disclosure of state of incorporation
after name of company.............

As of in scope paragraph replaced 
by:

a t.....................................................
at a t ...............................................

Variations of fo r the year then 
ended, such as for the fiscal 
year, for the fifty-tw o weeks, 
for the year ended (date), etc. 

At in 'In our opinion' sentence re
placed by as of or as a t ...........

Substitutions for names of state
ments in 'In our opinion' sen
tence only, such as above men
tioned financia l statem ents, 
such financ ia l statem ents, 
statements identified above, 
statements referred to above,
etc..................................................

Other wording variations.................

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

Short-Form

37

25

69

46
23

35

87

421
47

795

Short-Form

12

4
23

EXCEPTIONS TO SCOPE

“G EN E R A LLY A C C EP TED  AU DITIN G  
S T A N D A R D S ”

Section 150.01 of Statement on Auditing Standards No. 1 
states:

Auditing standards differ from auditing procedures in 
that “ procedures” relate to acts to be performed, 
whereas “standards” deal with measures of the quality 
of the performance of those acts and the objectives to 
be attained by the use of the procedures undertaken. 
A u d iting  s ta n d a rd s  as distinct from au d itin g  
procedures  concern themselves not only with the 
auditor’s professional qualities but also with the judg
ment exercised by him in the performance of his ex
amination and in his report.

None of the auditors’ reports of the 600 survey companies 
qualified the statement that the auditors’ “examination was 
made in accordance with generally accepted auditing stan
dards. ”
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A U D IT IN G  PR O C ED U R E S

Section 542 of Statement on Auditing Standards No. 1 
states in part:

02. Therefore, if the independent auditor has been 
unable to confirm receivables or observe the client’s 
taking of physical inventories solely because it was im
practicable or impossible to do so but has satisfied 
himself as to receivables or inventories by means of 
other auditing procedures, no comment need be made 
in his report, although he may wish to disclose the 
circumstances of the engagement and describe the 
other procedures. The auditor should consider care
fully his decision that confirmation of receivables or 
observation of inventories is impracticable or impossi
ble.

03. When the independent auditor is unable to 
satisfy himself by the application of other auditing pro
cedures, depending on the degree of materiality of the 
amounts involved, he should indicate clearly in the 
scope paragraph (or in a middle paragraph) the limita
tions on his work and either qualify his opinion on the 
financial statements taken as a whole or disclaim an 
opinion on them.

05. If the independent auditor has not satisfied him
self by means of other auditing procedures with respect 
to opening inventories, he should either disclaim an 
opinion on the statement of income or qualify his opin
ion thereon, depending on the degree of materiality of 
the amounts involved...

The substance of Section 542 was originally issued in Sep
tember 1970 as Statement on Auditing Procedure No. 43. 
For the 10 years prior to Statement No. 43, 45 to 50 refer
ences were made by the survey companies to scope 
exceptions— usually because of receivables not being con
firmed. As a result of Statement No. 43, the number of such 
references decreased to 12 in 1970 and three in 1971. One 
reference to a scope exception— receivables not 
confirmed— appears in the 1972 and 1973 survey company 
reports.

TA B LE 6-6: R E FER EN C ES TO  O THER A U D ITO R S

REFERENCE TO OTHER AUDITORS

Section 543 of Statement on Auditing Standards No. 1, 
which “ offers guidelines for reporting on financial state
ments” when the principal auditor utilizes the work of other 
independent auditors, states in part:

.03 If the auditor decides that it is appropriate for 
him to serve as the principal auditor, he must then 
decide whether to make reference in his report to the 
examination made by another auditor. If the principal 
auditor decides to assume responsibility for the work of 
the other auditor insofar as that work relates to the 
principal auditor’s expression of an opinion on the fi
nancial statements taken as a whole, no reference 
should be made to the other auditor’s examination. On 
the other hand, if the principal auditor decides not to 
assume that responsibility, his report should make re
ference to the examination of the other auditor and

Examination by Other Auditors Cov
ers:

1973 1972 1971 1970

Statements for branch or consoli
dated subsidiary........................... 51 51 62 79

Statements for investee o n ly .......... 20 11 7 12
Statements for prior year o n ly ....... 9 15 16 8
Total Companies......................... 80 77 85 99

should indicate clearly the division of responsibility be
tween himself and the other auditor in expressing his 
opinion on the financial statements. Regardless of the 
principal auditor’s decision, the other auditor remains 
responsible for the performance of his own work and 
for his own report.

16. Following a pooling of interests transaction, an 
auditor may be asked to report on restated financial 
statements for one or more prior years when other au
ditors have examined one or more of the entities in
cluded in such financial statements. In some of these 
situations the auditor may decide that he has not ex
amined a sufficient portion of the financial statements 
for such prior year or years to enable him to serve as 
principal auditor (see paragraph .02). Also, in such 
cases, it often is not possible or it may not be appro
priate or necessary for the auditor to satisfy himself 
with respect to the restated financial statements. In 
these circumstances, it may be appropriate for him to 
express his opinion solely with respect to the compila
tion of such statements; however, no opinion should be 
expressed unless the auditor has examined the state
ments of at least one of the entities included in the 
restatement for at least the latest period presented. 
The following is an illustration of appropriate reporting 
on compilation which can be presented in an additional 
paragraph of the auditor’s report following the standard 
scope and opinion paragraphs covering the consoli
dated financial statements for the current year.

We previously examined and reported upon 
the consolidated statements of income and 
changes in financial position of XYZ Company 
and subsidiaries for the year ended December 
31, 19-, prior to their restatement for the 19-- 
pooling of interests. The contribution of XYZ 
Company and subsidiaries to revenues and net 
income represented— percent and— percent of 
the respective restated totals. Separate financial 
statements of the other companies included in 
the 19-- restated consolidated statements of in
come and changes in financial position were ex
amined and reported upon separately by other 
auditors. We also have reviewed, as to compila
tion only, the accompanying consolidated state
ments of income and changes in financial posi
tion for the year ended December 31, 19-- after 
restatement for the 19-- pooling of interests; in 
our opinion, such consolidated statements have 
been properly compiled on the basis described in
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Note A of notes to consolidated financial state
ments.

Table 6-6 summarizes the scope of work done by other 
auditors as disclosed in the reports of the principal auditors. 
Sixty-two of the 80 auditors’ reports referring to other auditors 
disclosed amounts or percentages for the portion of the fi
nancial statements examined by other auditors. Examples of 
such disclosures follow.

C onsolidated  Subsid iaries

Baker Oil Tools, Inc.

We have examined the consolidated statements of finan
cial position of Baker Oil Tools, Inc. and subsidiary com
panies as of September 30, 1973 and 1972, and the related 
consolidated statements of income, shareholders’ equity, 
and changes in financial position for the years then ended. 
Our examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances. 
We did not examine the financial statements of Milchem In
corporated, a consolidated subsidiary. These statements 
were examined by Peat, Marwick, Mitchell & Co. whose re
port thereon has been furnished to us and our opinion ex
pressed herein, insofar as it relates to the amounts included 
for Milchem Incorporated (See page 11), is based solely 
upon that report.

In our opinion, based upon our examination and the report 
of Peat, Marwick, Mitchell & Co., the above-mentioned finan
cial statements present fairly the financial position of the 
companies at September 3 0 , 1973 and 1972, and the results 
of their operations and changes in their financial position for 
the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent 
basis.— Accountants’ Opinion.

Milchem Incorporated

We have examined the consolidated balance sheets of 
Milchem Incorporated and subsidiaries as of September 30, 
1973 and 1972 and the related statements of consolidated 
earnings and retained earnings and changes in consolidated 
financial position for the years then ended. Our examination 
was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances.

In our opinion, the aforementioned consolidated financial 
statements (not shown separately herein) present fairly the 
financial position of Milchem Incorporated and subsidiaries at 
September 30, 1973 and 1972 and the results of their opera
tions and changes in their financial position for the years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis.— Supplementary 
Accountants’ Opinion*.

*The financial statements of Milchem Incorporated and sub
sidiaries reflect assets and revenues constituting approximately 23% 
and 26% respectively of the total consolidated assets and revenues 
of Baker Oil Tools, Inc. and subsidiaries for 1973 and 1972.

Board of Directors
The Black and Decker Manufacturing Company 
Towson, Maryland

We have examined the statements of consolidated finan
cial condition of The Black and Decker Manufacturing Com
pany and subsidiaries as of September 30, 1973 and Sep
tember 24, 1972, and the related consolidated statements of 
earnings, changes in stockholders’ equity and changes in 
financial position for the years then ended. Our examinations 
were made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the ac
counting records and such other auditing procedures as we 
considered necessary in the circumstances. We did not ex
amine the financial statements of certain foreign subsidiaries 
which statements were examined for the two years by other 
independent accountants whose reports thereon have been 
furnished to us. Such statements reflect total assets and net 
sales approximating 27% and 33%, respectively, of the 1972 
consolidated totals and 26% and 36%, respectively, of the 
1973 consolidated totals. Our opinion expressed herein, in
sofar as it relates to the amounts included for such sub
sidiaries, is based solely on the reports of the other indepen
dent accountants.

In our opinion, based upon our examinations and the re
ports of the other independent accountants, the aforemen
tioned financial statements present fairly the consolidated fi
nancial position of The Black and Decker Manufacturing 
Company and subsidiaries at September 30, 1973 and Sep
tember 24, 1972, and the consolidated results of their opera
tions, changes in stockholders’ equity and changes in finan
cial position for the years then ended, in conformity with gen
erally accepted accounting principles applied on a consistent 
basis.— Accountants’ Report.

To the Board of Directors 
Crown Zellerbach 
San Francisco, California

We have examined the consolidated balance sheet of 
Crown Zellerbach and subsidiaries as of December 31 , 1973, 
and the related consolidated statements of income, share 
owners’ equity and changes in financial position for the year 
then ended. Our examination was made in accordance with 
generally accepted auditing standards and accordingly in
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances. We previously examined and reported upon the 
consolidated financial statements of the company and its 
subsidiaries for the year ended December 31, 1972. We did 
not examine financial statements of Crown Zellerbach 
Canada Limited and Subsidiaries, which statements reflect 
total assets and revenues constituting 21% and 16%, respec
tively in 1973, and 20% and 15%, respectively in 1972, of the 
related consolidated totals. These statements were ex
amined by Canadian chartered accountants whose reports 
thereon have been furnished to us, and our opinion expres
sed herein, insofar as it relates to amounts included for 
Canadian companies, is based solely on such reports.

In our opinion, based upon our examinations and the re
ports of other auditors, the above mentioned financial state
ments present fairly the consolidated financial position of 
Crown Zellerbach and Subsidiaries at December 31, 1973
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and 1972, and the consolidated results of their operations 
and changes in financial position for the years then ended, in 
conformity with generally accepted accounting principles ap
plied on a consistent basis.— Report of Certified Public Ac
countants.

Shareowners and Board of Directors 
Medusa Corporation 
Cleveland, Ohio

We have examined the consolidated balance sheets of 
Medusa Corporation and subsidiaries as of December 31, 
1973 and 1972, and the related statements of consolidated 
earnings, changes in shareowners’ equity and changes in 
financial position for the years then ended. Our examinations 
were made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the ac
counting records and such other auditing procedures as we 
considered necessary in the circumstances. We did not ex
amine the financial statements of certain consolidated sub
sidiaries, which statements reflect total assets and sales 
constituting 9% and 12%, respectively, of the related consoli
dated totals for 1973 and 9% and 14% for 1972. These 
statements were examined by other independent accoun
tants whose reports thereon have been furnished to us, and 
our opinion expressed herein, insofar as it relates to the 
amounts included for such consolidated subsidiaries, is 
based solely on the reports of other independent accoun
tants.

In our opinion, based upon our examinations and the 
aforementioned reports of other independent accountants, 
the aforementioned financial statements present fairly the 
consolidated financial position of Medusa Corporation and 
subsidiaries at December 31, 1973 and 1972, and the con
solidated results of their operations, and the changes in 
shareowners’ equity and financial position for the years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis.— Accountants’ Re
port.

In our opinion, based on our examination and the reports of 
other auditors, the financial statements mentioned present 
fairly the consolidated financial position of Kroehler Mfg. Co. 
and subsidiaries at December 31, 1973 and 1972,and the 
consolidated results of operations and changes in  financial 
position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent 
basis.— Accoun ants’ Report.

The Board of Directors and Stockholders 
Rohm and Haas Company;

We have examined the consolidated balance sheets of 
Rohm and Haas Company and consolidated subsidiaries as 
of December 31, 1973 and 1972 and the related statements 
of consolidated earnings and changes in consolidated finan
cial position for the respective years then ended. Our exami
nation was made in accordance with generally accepted au
diting standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances. We did not 
examine the financial statements of certain consolidated 
foreign subsidiaries for the year ended December 31, 1973, 
which statements reflect total assets and net sales constitut
ing 14% and 10%, respectively, of the related consolidated 
totals. These statements were examined by other auditors 
whose reports thereon have been furnished to us and our 
opinion expressed herein, insofar as it relates to the amounts 
included for such subsidiaries, is based solely upon the re
ports of other auditors.

In our opinion, based upon our examination and the reports 
of other auditors, the aforementioned financial statements 
present fairly the financial position of Rohm and Haas Com
pany and consolidated subsidiaries at December 31, 1973 
and 1972 and the results of their operations and changes in 
their financial position for the respective years then ended, in 
conformity with generally accepted accounting principles ap
plied on a consistent basis.

To the Board of Directors and Stockholders 
Kroehler Mfg. Co.
Naperville, Illinois

We have examined the consolidated balance sheet of 
Kroehler Mfg. Co. and its subsidiaries as of December 31, 
1973 and 1972, and the related consolidated statements of 
income, stockholders’ equity and changes in financial posi
tion for the years then ended. Our examination was made in 
accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 
and such other auditing procedures as we considered neces
sary in the circumstances. We did not examine the financial 
statements of the foreign subsidiary and the affiliate whose 
total assets, revenues and net income constituted approxi
mately 18%, 15% and 37% respectively for 1973 and 15%, 
13% and 20% for 1972, of the related consolidated totals. 
These statements were examined by other auditors whose 
reports were furnished to us. Our opinion, insofar as it relates 
to the amounts included for such subsidiary and affiliate, is 
based solely upon the reports of the other auditors.

Reports of Independent Public Accountants

To the Board of Directors and Stockholders 
Stelber Industries, Inc.

We have examined the consolidated statements of finan
cial position of Stelber Industries, Inc. and subsidiaries as at 
June 30, 1973 and 1972 and the related consolidated state
ments of operations, changes in stockholders’ equity and 
changes in financial position for the years then ended. Our 
examination was made in accordance with generally ac
cepted auditing standards and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances. 
We did not examine the financial statements of certain 
foreign subsidiaries for the year ended June 30, 1973 whose 
assets and revenues exclusive of inter-company items rep
resented approximately 54% of consolidated assets and ap
proximately 22% of consolidated revenues. The financial 
statements for these foreign subsidiaries were examined by 
Touche Ross & Co., independent public accountants whose 
report thereon has been furnished to us and is included else
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where herein, and our opinion insofar as it relates to the 
amounts included for these subsidiaries, is based solely upon 
the report of such other accountants.

In our opinion, based upon our examination and the report 
of other independent public accountants referred to above, 
the aforementioned consolidated financial statements pres
ent fairly the consolidated financial position of Stelber Indus
tries, Inc. and subsidiaries as at June 30, 1973 and 1972 
and the results of their consolidated operations and the 
changes in their financial position for the years then ended, in 
conformity with generally accepted accounting principles ap
plied on a consistent basis.

other auditors’ reports thereon, whose opinion on one of the 
ventures in 1973 was subject to the final determination of the 
contract disputes referred to in Note B to the consolidated 
financial statements.

In our opinion, based on our examination and the reports of 
other independent accountants and subject to the final de
termination of the contract disputes, the aforementioned fi
nancial statements present fairly the financial position of The 
Arundel Corporation and subsidiaries at December 31, 1973 
and 1972, the results of their operations and the changes in 
their financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a 
consistent basis.— Accountants’ Report.

To the Board of Directors and Stockholders 
Stelber Industries, Inc.

We have examined the combined statement of financial 
position of the European and Canadian subsidiaries of 
Stelber Industries, Inc. (Juniorwerke Ing. Franz Weiss AG., A 
Claeys Flandria Portuguese Sociedade Ciclomotora 
S.A.R.L., Anglo-Dutch Export Cy., Stelber International S.A., 
Plasco Corporation Limited and Victoria Precision Works 
Company Limited) as of June 30, 1973, and the related 
statements of operations, stockholders’ equity and changes 
in financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the ac
counting records and such other auditing procedures as we 
considered necessary in the circumstances. The financial 
statements for the prior year were examined by other public 
accountants.

In our opinion, the aforementioned combined financial 
statements (not presented separately herein) present-fairly 
the financial position of the European and Canadian sub
sidiaries of Stelber Industries, Inc. at June 30, 1973, and the 
results of their operations and the changes in their financial 
position for the year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent 
with that of the preceding year.

Investees

To the Board of Directors 
The Arundel Corporation

We have examined the consolidated balance sheet of The 
Arundel Corporation and subsidiaries as of December 31, 
1973 and 1972, and the related statements of earnings, 
stockholders’ equity, and changes in financial position for the 
years then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances. We did not examine the financial statements of 
certain heavy construction joint ventures in which the Com
pany has varying interests and which contributed $769,900 to 
net earnings in 1973 and resulted in a reduction in net earn
ings of $934,000 in 1972. We have been furnished with the

To the Board of Directors 
ESB Incorporated

We have examined the consolidated statements of finan
cial position of ESB Incorporated and its subsidiaries as of 
March 31, 1973 and 1972 and the related consolidated 
statements of income, retained earnings and changes in fi
nancial position for the years then ended. Our examination 
was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the ac
counting records and such other auditing procedures as 
we considered necessary in the circumstances. We did not 
examine the financial statements of certain partially owned 
foreign companies, which are accounted for on an equity 
basis. The equity of ESB Incorporated in the net assets and 
net income of such companies not examined by us aggre
gated 4 percent of consolidated total assets as of March 31, 
1973 and 1972, and 13 percent and 10 percent of consoli
dated net income for the years then ended. In addition, we 
did not examine the financial statements of certain consoli
dated foreign subsidiaries aggregating 7 percent and 6 per
cent of consolidated total assets as of March 31, 1973 and 
1972, and 7 percent of consolidated net sales for the years 
then ended. These statements were examined by other au
ditors whose reports thereon have been furnished to us and 
our opinion expressed herein, insofar as it relates to the 
amounts included for such partially-owned companies and 
consolidated subsidiaries, is based solely upon such reports.

In our opinion, based upon our examination and the reports 
of other auditors, the aforementioned statements present 
fairly the consolidated financial position of ESB Incorporated 
and its subsidiaries as of March 31, 1973 and 1972 and the 
consolidated results of their operations and changes in finan
cial position for the years then ended, in conformity with gen
erally accepted accounting principles applied on a consistent 
basis.— Auditor’s Report.

Board of Directors
General American Transportation Corporation 
Chicago, Illinois

We have examined the consolidated balance sheet of 
General American Transportation Corporation and sub
sidiaries as of December 31, 1973 and 1972, and the related 
statements of consolidated income, shareholders’ equity, 
and changes in financial position for the years then ended. 
Our examinations were made in accordance with generally
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accepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances. 
We did not examine the financial statements of American 
Steamship Company, a consolidated subsidiary acquired in 
1973, which statements include total assets and revenues 
accounting for 8% and 6% of the consolidated totals in 1973, 
nor of certain unconsolidated subsidiaries (principally the 
MTL Group of Companies) accounting for 7% of total assets 
and 15% of net income in each year. These statements were 
examined by other independent accountants whose reports 
thereon have been furnished to us and our opinion expressed 
herein, insofar as it relates to the amounts included for these 
subsidiaries, is based solely upon the reports of the other 
independent accountants.

In our opinion, based upon our examinations and the 
aforementioned reports of other independent accountants, 
the accompanying financial statements present fairly the 
consolidated financial position of General American Trans
portation Corporation and subsidiaries at December 31, 1973 
and 1972, and the consolidated results of their operations 
and changes in shareholders’ equity and financial position for 
the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent 
basis.— Accountants’ Report.

To the Board of Directors and Shareholders of
F. W. Woolworth Co.

In our opinion, based on our examinations and on the re
ports mentioned below of other independent accountants, the 
accompanying consolidated balance sheets and the related 
consolidated statements of income and retained earnings 
and of changes in financial position present fairly the financial 
position of F. W. Woolworth Co. and its consolidated sub
sidiaries at January 31, 1974 and December 31, 1972, and 
the results of their operations and the changes in financial 
position for the years then ended, in conformity with generally 
accepted accounting principles consistently applied. Our ex
aminations of these statements were made in accordance 
with generally accepted auditing standards and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances. We did not examine the consolidated financial 
statements of F. W. Woolworth and Co., Limited, the uncon
solidated British subsidiary. These statements were ex
amined by other independent accountants whose reports 
thereon have been furnished to us. The equities of F. W. 
Woolworth Co., in the subsidiary’s net assets and net in
come, which have been determined on the basis of such 
financial statements, constitute 22% (both years) and 28% 
(32% in 1972), respectively, of the related totals presented in 
the accompanying consolidated financial statements. Our 
opinion expressed herein, insofar as it relates to the amounts 
included for the British subsidiary, is based solely upon the 
reports of the other independent accountants.— Report of In
dependent Accountants.

Prior Year S tatem ents

To the Board of Directors 
Cyprus Mines Corporation:

We have examined the consolidated balance sheet of 
Cyprus Mines Corporation and subsidiaries as at December 
31, 1973, and the related statements of income, sharehol
ders’ equity, and changes in financial position for the year 
then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly in
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances. We previously examined the consolidated fi
nancial statements originally presented for the year 1972 
which have been restated herein to reflect the pooling with 
Bagdad Copper Corporation (Notes 2 and 9). Bagdad’s con
solidated financial statements for 1972 were examined by 
other independent accountants whose report thereon has 
been furnished to us. We did not examine the financial 
statements of Marcona Corporation and subsidiaries, a sig
nificant nonconsolidated affiliated corporation, which state
ments were examined by other independent accountants 
whose report thereon has been furnished to us. Our opinion 
expressed herein, insofar as it relates to the 1972 amounts 
included herein for Bagdad Copper Corporation (total assets, 
$37,062,000, total revenues, $32,723,000, net income, 
$3,717,000) and in the investment asset as equity in undistri
buted earnings of Marcona Corporation and subsidiaries, 
$76,200,000 and $72,200,000 at December 31, 1973 and 
1972, respectively, and equity in earnings of $9,160,000 and 
$9,196,000 for 1973 and 1972, is based solely upon such 
reports.

In our opinion, based upon our examination and the reports 
of other aforementioned independent accountants, the 
aforementioned Cyprus Mines Corporation and subsidiaries’ 
financial statements present fairly their consolidated financial 
position at December 31, 1973 and 1972, and the results of 
their operations and changes in financial position for the 
years then ended, in conformity with generally accepted ac
counting principles applied on a consistent 
basis.— Accountants’ Opinion.

The Board of Directors and Stockholders 
The Duplan Corporation 
New York, New York

We have examined the consolidated balance sheet of THE 
DUPLAN CORPORATION as of September 30, 1973 and the 
related consolidated statements of income and retained earn
ings, paid-in capital and changes in financial position for the 
year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances. We made a similar examination of the consoli
dated financial statements of the Corporation for the year 
1972 except that we did not examine the financial statements 
of certain consolidated subsidiaries, which statements reflect 
total assets and sales constituting 7% and 6%, respectively, 
of the related consolidated totals. These statements were 
examined by other certified public accountants whose report 
thereon was furnished to us. Our opinion expressed herein.
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insofar as it relates to the amounts included for such sub
sidiaries, is based solely upon such report.

In our opinion, based upon our examination and the report 
of other certified public accountants, the aforementioned 
consolidated financial statements present fairly the consoli
dated financial position of The Duplan Corporation at Sep
tember 30, 1973 and 1972, and the consolidated results of 
their operations and changes in financial position for the 
years then ended, in conformity with generally accepted ac
counting principles applied on a consistent basis.— Auditors’ 
Report.

To the Shareholders and Board of Directors 
Norton Simon Inc.:

We have examined the balance sheet of Norton Simon Inc. 
and subsidiaries as of June 30, 1973 and 1972 and the re
lated statements of income, changes in shareholders’ equity, 
and changes in financial position for the years then ended. 
Our examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances. 
We did not examine the consolidated financial statements of 
Max Factor & Co. and its subsidiaries for the year ended 
December 31 , 1971 which have been included in the consoli
dated financial statements of Norton Simon Inc. for the year 
ended June 30, 1972 on the basis described in the notes to 
the financial statements. Such statements of Max Factor & 
Co. and its subsidiaries reflect total assets and revenues 
constituting 16% and 14%, respectively, of the related con
solidated totals for 1972. These statements were examined 
by other auditors whose reports thereon have been furnished 
to us and our opinion on the consolidated financial state
ments for the year ended June 30, 1972 expressed herein, 
insofar as it relates to such amounts included for Max Factor 
& Co. and its subsidiaries for the year ended December 31, 
1971, is based solely upon the reports of the other auditors.

In our opinion, based upon our examination and, for 1972, 
the reports of other auditors, the aforementioned consoli
dated financial statements of Norton Simon Inc. and sub
sidiaries present fairly the financial position of the companies 
at June 30, 1973 and 1972 and the results of their operations 
and the changes in their financial position for the years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis after the restatement, 
with which we concur, for the conforming of accounting 
policies of Max Factor & Co. with those of the companies as 
described in the accompanying notes to the financial 
statements— Accountants’ Opinion.

Notes to Financial Statements
Pooling of Interests— In February 1973, the Company ex

changed 11,907,510 shares of its common stock, in a pooling 
of interests transaction, for all of the outstanding shares of 
capital stock of Max Factor & Co.

Max Factor & Co. had a fiscal year ending December 31. 
Accordingly, the accompanying financial statements for 1972 
combine the financial statements of the Company for its fiscal 
year ended June 30 , 1972 with those of Max Factor & Co. for 
its fiscal year ended December 31, 1971. The following rec
onciles the combined sales and other income and net income

with those previously reported for 1972 by the Company;

Sales and Net
Other Income Income

As previously reported.......  $1,185,327,000 $50,487,000
Max Factor & Co................. 195,289,000 17,375,000
Adjustments to conform ac

counting policies............ (448,000)
Restated............................... $1,380,616,000 $67,414,000

Retained earnings at July 1, 1971, have been decreased 
by $9,214,000, net of income taxes of $7,163,000, as a result 
of adjustments necessary to conform the accounting policies 
of Max Factor & Co. with respect to accounting for securities 
and for sales returns, discounts and allowances with those of 
the Company. Retained earnings as of July 1, 1972, have 
been decreased by a net loss of $561,000 and by cash div
idends of $3,160,000 of Max Factor & Co. for the six months 
ended June 30, 1972. The net loss includes a provision of 
$2,244,000, net of income taxes of $2,156,000, for obsolete 
and slow-moving inventories and a charge of $4,359,000, net 
of income taxes of $3,811,000, to conform the accounting 
policies referred to above. Sales of Max Factor & Co. for such 
six months was $93,437,000.

Sales and net income of the Company and of Max Factor & 
Co. included in 1973 for the period from July 1, 1972 to 
February 28, 1973 were as follows:

Company..............
Max Factor & Co.

Sales
$783,502,000

152,346,000

Net
Income

$31,470,000
15,930,000
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QUALIFICATIONS AS TO FAIR 
PRESENTATION

Table 6-7 shows that 91 Auditors’ Reports expressed 
either a fair presentation qualification or a consistency qual
ification as to 110 matters. All but one of the fair presentation 
qualifications was due to “unusual uncertainties,” . Section 
547 of Statement on Auditing Standards No. 1 discusses 
such qualifications.

The introduction to Section 6 of this book mentions that 
certain sections of Statement No. 1 will be superseded by a 
proposed Statement on Auditing Standards No. 2. Section 
547 is one such section. Statement No. 2, if issued in the 
form in which it has been exposed for public comment, will 
require the inclusion of an intermediate explanatory para
graph in auditors’ reports expressing an opinion qualified as 
to a material departure from generally accepted accounting 
principles or a significant uncertainty. Several of the exam
ples of fair presentation qualifications which follow have not 
anticipated the proposed requirement of SAS No. 2  but are 
presented to illustrate the circumstances for which a fair pre
sentation qualification was deemed necessary and appro
priate. Examples of consistency qualifications are shown in 
connection with Table 6-8.

TABLE 6-7: AUDITORS’ OPINION QUALIFIED

1973 1972 1971 1970
Reason for Qualification
Fair Presentation:
Litigation.......................................... 25 32 20 16
Valuation or realization of assets.. 13 18 23 20
Tax or renegotiation liability......... 10 8 15 14
Uncertainties concerning discon

tinued operations...................... 6 14 7 6
Claims in connection with sales 

contracts..................................... 6 2 6 2
Availability of adequate financing.. 2 2 2 5
Other................................................ 1 4 2 5
Subtotal.................................... 63 80 75 68
Change in Application of Accounting 

Principles (see Table 6 -8 )....... 47 36 43 35
Total Reasons............................ n o 116 118 103
Number of Companies
Opinion not qualified as to presenta

tion or consistency................... 509 507 510 515
Opinion qualified as to presentation 

or consistency.......................... . 91 93 88 83
Disclaimer of opinion...................... — — 2 2
Total Companies......................... 600 600 600 600

Litigation

The Stockholders and Board of Directors 
Bates Manufacturing Company, Incorporated;

We have examined the consolidated balance sheets of 
Bates Manufacturing Company, Incorporated and sub
sidiaries as of December 29, 1973 and December 30, 1972 
and the related statements of earnings, capital surplus, re
tained earnings and changes in financial position for the 
years then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances.

As described in notes 7a and 7b, two subsidiaries of the 
Company have been named in separate legal actions. Dam
ages sought against Kahn & Feldman, Inc. by a machine 
manufacturer total $6,592,500 and relate to the validity of 
certain patents. Commissions claimed against Virginia Iron, 
Coal and Coke Company by the Executrix of the estate of a 
coal dealer previously granted in the amount of $590,920 
with interest at 6% are to be redetermined by the court. The 
ultimate liability of the subsidiaries in these actions is not 
presently determinable.

In our opinion, subject to final determination of the matters 
referred to in the preceding paragraph, the aforementioned 
financial statements present fairly the financial position of 
Bates Manufacturing Company, Incorporated and sub
sidiaries at December 29, 1973 and December 30, 1972 and 
the results of their operations and the changes in their finan

cial positions for the years then ended, in conformity with 
generally accepted accounting principles applied on a consis
tent basis.— Report of Independent Certified Public Accoun
tants.

Notes to Consolidated Financial Statements
Note 7. (in part): Contingent Liabilities an d  Commit- 

m ents-(a) In October 1969, Kahn & Feldman, Inc., a sub
sidiary, and other licensees instituted legal action against a 
machine manufacturer seeking a judgment of noninfringe
ment, invalidity and unenforceability of certain United States 
patents owned by the manufacturer and damages for anti
trust violations. The consolidated action, to which Kahn & 
Feldman, Inc. is a party, seeks total treble damages for all 
plaintiffs of $60,000,000. The machine manufacturer has 
counterclaimed against the licensees for treble damages 
based upon breach of contract, willful infringement of patents 
and violations of anti-trust laws. Damages sought against 
Kahn & Feldman, Inc. total $6,592,500. Kahn & Feldman, Inc. 
terminated its licenses and instituted suit on the opinion of 
patent counsel concerning the likelihood of a finding that the 
subject patents are invalid. The final outcome of this litigation 
cannot be presently determined.

(b) Virginia Iron, Coal and Coke Company, a subsidiary, 
has been named in a legal action in the State of North 
Carolina initiated by the Executrix of the estate of a coal 
dealer claiming commissions on certain sales. On February 
2, 1973, the Supreme Court of North Carolina entered its 
opinion affirming the judgment of the Superior Court adjudg
ing Virginia Iron, Coal and Coke Company liable to the estate 
for certain sales commissions. However, the Supreme Court
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reversed the decision on the issue of damages (previously 
granted in the amount of $590,920 with interest at 6%), re
manding the case to the lower court for its de,termination of 
damages in accordance with the opinion of the Supreme 
Court. This opinion calls for the recovery by plaintiff of dam
ages previously awarded less any related expenses that 
would have been incurred by plaintiff in servicing the alleged 
contract. The Company has commenced proceedings to de
termine the related expenses. The ultimate liability in this 
action cannot be determined.

The Board of Directors and Shareholders 
ICN Pharmaceuticals, Inc.

We have examined the consolidated balance sheet of ICN 
Pharmaceuticals, Inc. and subsidiaries as of November 30, 
1973 and the related statements of earnings, sharehold
ers’ equity and changes in financial position for the year then 
ended. Our examination was made in accordance with gen
erally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circums
tances.

As described in note 7 to the accompanying consolidated 
financial statements, during the year the Company was 
named as defendant in two legal actions which allege, among 
other things, violations of disclosure requirements under fed
eral securities laws. The actions are at an early stage and the 
ultimate liability, if any, cannot now be determined.

In our opinion, subject to the effect, if any, of the matters 
referred to in the preceding paragraph, such financial state
ments present fairly the financial position of ICN Pharmaceu
ticals, Inc. and subsidiaries at November 30, 1973 and the 
results of their operations and the changes in their financial 
position and shareholders’ equity for the year then ended, in 
conformity with generally accepted accounting principles ap
plied on a basis consistent with that of the preceding 
year.— Auditors’ Report.

Notes to Consolidated Financial Statements.
Note 7 (in part): Contingent Liabilities an d  Com m it

m ents.-The  Company and its subsidiaries are parties to vari
ous legal actions which arise in the normal course of busi
ness. Two actions, one a class action, were commenced 
during the year against the Company and its Board of Direc
tors alleging, among other things, violations of disclosure re
quirements under federal securities laws resulting from al
leged omissions from or misstatements contained in interim 
financial reports and certain public statements issued by the 
Company from March 1972 to February 1973. In the class 
action the plaintiffs and the class they purport to represent 
seek damanges in unascertained or undisclosed amounts 
together with attorney’s fees and costs of such.

Counsel for the Company have advised that while, based 
on their investigation to date, they believe the Company has 
meritorious defenses and should prevail in these actions, the 
cases involve complex legal and factual issues which may 
eventually be submitted to a jury for determination. Accord
ingly, counsel are unable at this time to render an opinion as 
to the ultimate outcome of the litigation.

Valuation or Realization of Assets

To the Board of Directors and Shareholders 
The Anaconda Company

We have examined the consolidated balance sheets of 
The Anaconda Company as of December 31 , 1973 and 1972 
and the related statements of consolidated income and re
tained earnings and of changes in consolidated financial pos
ition for the years then ended. Our examinations were made 
in accordance with generally accepted auditing standards 
and accordingly included such tests of the accounting rec
ords and such other auditing procedures as we considered 
necessary in the circumstances.

The current status of the company’s efforts to obtain com
pensation for the 1971 loss, through expropriation, of its 
Chilean investments is reported on page 23 of this Annual 
Report. The net amount the company may realize as indem
nification for its expropriated investments from Chile, Over
seas Private Investment Corporation, or through court ac
tions, is not subject to final determination at this time.

In our opinion, subject to the effect of the ultimate resolu
tion of the uncertainties referred to in the preceding para
graph, the accompanying consolidated financial statements 
present fairly the consolidated financial position of The 
Anaconda Company and its consolidated subsidiaries at De
cember 31 , 1973 and 1972 and the results of their operations 
and the changes in financial position for the years then 
ended, in conformity with generally accepted accounting 
principles. These principles have been consistently applied 
during the period subsequent to the change, with which we 
concur, made as of January 1 , 1972 in the method of translat
ing foreign currency obligations as described on page 26 of 
this Annual Report.— Report of Independent Accountants.

Financial Review
Current Status of Chilean Expropriation Loss-During the 

year Anaconda continued its efforts to recover losses result
ing from the expropriation of its investments in Chile by the 
Chilean government in 1971.

The government of President Allende, which expropriated 
the investments, was deposed by Chilean military forces on 
September 11, 1973 and was replaced by a military govern
ment. The new government is taking steps to restore the 
productivity of the mines and to reestablish credit relation
ships throughout the world.

Representatives of the new government have advised the 
company that they expect to initiate negotiations on the is
sues of the payment of compensation for the expropriated 
investments and the possible role of Anaconda in the de
velopment and operation of Chile’s copper properties. 
Anaconda has indicated its willingness to participate in such 
negotiations and preliminary meetings have been held. The 
government has publicly stated that the mines will not be 
returned to the former owners.

Anaconda is preserving its rights to pursue other remedies, 
including the following:

Ligitation is still pending in New York on suits brought 
against Corporacion del Cobre and Corporacion de Fomento 
de la Produccion, Chilean public corporations, for unpaid 
principal and interest due on promissory notes issued at the
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end of 1969 in connection with the sale of a 51% interest in 
Anaconda’s major properties in Chile.

Included in the Consolidated Balance Sheet at December 
31, 1973 and 1972 is the aggregate amount of the claims 
pending against Overseas Private Investment Corporation 
(OPIC) as a result of the expropriation of investments in the 
Chuquicamata and El Salvador properties. In 1972 OPIC 
formally rejected these claims. The company continues to 
believe that it is entitled to payment, and has submitted the 
claims to binding arbitration as provided in the OPIC insur
ance contracts. Proceedings before the arbitration panel are 
expected to take place in 1974.

Board of Directors
General Resources Corporation
Atlanta, Georgia

We have examined the consolidated balance sheet of 
General Resources Corporation (formerly General Plywood 
Corporation) and subsidiaries as of October 31, 1973 and 
1972, and the related statements of operations, stockholders’ 
equity and changes in financial position for the years then 
ended. Our examination was made in accordance with gen
erally accepted auditing standards, and accordingly included 
such other auditing procedures as we considered necessary 
in the circumstances.

As described in Note H, it is not possible to determine the 
ultimate realization of patent and trademark costs carried on 
the balance sheet at October 31, 1973 at $517,809.

In our opinion, subject to the ultimate realization of patent 
and trademark costs, the aforementioned consolidated finan
cial statements present fairly the financial position of General 
Resources Corporation and subsidiaries at October 31, 1973 
and 1972, and the results of their operations and the changes 
in their financial position for the years then ended, in confor
mity with generally accepted accounting principles applied on 
a consistent basis, as restated as set forth in Note 
A.— Report of Independent Public Accountants.

Notes to Consolidated Financial Statements
Note H: Patent Litigation-The  Company is the plaintiff in a 

suit for patent infringement and unfair competition against 
one of its competitors. The Company alleges that the defen
dant has infringed upon the Company’s “microseal process” 
patent and that the Company is entitled to royalties for the 
use of this process. On July 24, 1973, a U.S. District Court in 
Savannah, Georgia rendered a decision in favor of the de
fendant. The Company has appealed this decision to the U.S. 
Court of Appeals in New Orleans, Louisiana. While the pos
sible recovery may be substantial if the Company is ulti
mately successful in this litigation, the cost of further proceed
ings may also be substantial. Further, the ultimate realization 
of a portion of unamortized patent and trademark costs of 
$517,809 is substantially dependent upon the outcome of this 
suit. The Company and its special counsel are of the opinion 
that the Company is entitled to prevail in this suit.

To the Shareholders and Board of Directors,
Walter Kidde & Company, Inc.:

We have examined the consolidated balance sheets of

Walter Kidde & Company, Inc. (a Delaware corporation) and 
subsidiaries as of December 31, 1973 and 1972 and the 
related consolidated statements of income, paid-in surplus, 
earnings retained in the business and changes in financial 
position for the years then ended. Our examination was 
made in accordance with generally accepted auditing stan
dards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we consid
ered necessary in the circumstances. We did not examine 
the financial statements of United States Lines, Inc. and its 
subsidiaries. These statements were examined by other au
ditors whose report thereon has been furnished to us.

As explained in the Notes to Financial Statements, the 
Company’s contract to sell United States Lines, Inc. and the 
related Supplemental Agreement have been challenged in an 
antitrust action. Accordingly, the ultimate realization of the 
interest accrued in connection with these contracts is depen
dent upon the outcome of this litigation. This accrued interest 
receivable amounted to $17,625,000 ($9,165,000 after re
lated taxes) at December 31, 1973 of which $5,947,000 
($3,093,000 after related taxes) and $5,756,000 ($2,993,000 
after related taxes) was accrued in 1973 and 1972, respec
tively. In the opinion of special counsel, the Company should 
prevail with respect to the Supplemental Agreement in which 
case the interest will be fully realized.

In our opinion, based upon our examination and the report 
of other auditors referred to above, subject to the ultimate 
realization of the interest described in the preceding para
graph, the accompanying consolidated financial statements 
present fairly the financial position of Walter Kidde & Com
pany, Inc. and subsidiaries as of December 31, 1973 and 
1972, the results of their operations and the changes in their 
financial position for the years then ended in conformity with 
generally accepted accounting principles consistently applied 
during the periods.— Auditors’ Report.

Econom ic S tab ilization  Act

Board of Directors and Stockholders 
Commercial Metals Company 
Dallas, Texas

We have examined the accompanying consolidated bal
ance sheet of Commercial Metals Company and subsidiaries 
as of August 31, 1973 and 1972, and the related statements 
of consolidated earnings, stockholders’ investment and 
changes in financial position for the years then ended. Our 
examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances. 
The 1972 financial statements of certain subsidiaries in
cluded in the accompanying statements were examined by 
other independent accountants whose report thereon was 
furnished to us and our opinion expressed herein, insofar as 
it relates to the amounts included for these subsidiaries, is 
based solely on the report of the other auditors. Total assets 
and revenues of such subsidiaries in relation to consolidated 
totals were 10% and 14% respectively for 1972.

A subsidiary of the Company is named, along with other
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companies, for alleged violations of antitrust laws (Note O). In 
addition, the Company has items pending with the Cost of 
Living Council relating to the Economic Stabilization Act of 
1970, as amended (Note N). Either of these matters could 
result in a material adjustment in the financial statements.

In our opinion, subject to the resolution of the pending legal 
and Economic Controls matters referred to in the preceding 
paragraph, based upon our examination and the report of 
other auditors, the aforementioned financial statements pre
sent fairly the consolidated financial position of Commercial 
Metals Company and subsidiaries at August 31, 1973 and 
1972, and the results of their operations and the changes in 
their financial position for the years then ended in accordance 
with generally accepted accounting principles applied on a 
consistent basis.— Auditors’ Report.

an adverse ruling by the Courts.

On November 2 , 1973, a civil suit was filed in Federal Court 
against the aforementioned defendants and others seeking 
damages for alleged monopolistic practices. The Plaintiff has 
requested a class action suit claiming it represents numerous 
other purchasers of steel who also are alleged to have suf
fered damages during the period of alleged price-fixing since 
mid-1969. Plaintiff’s suit alleges total damages of 
$30,000,000 and seeks an award of treble this amount from 
all of the defendants. Management intends to defend vigor
ously this action but is unable to predict the magnitude of 
damages, if any, in the event of an adverse ruling by the 
Courts.

Notes to Consolidated Financial Statements
Note N: Economic Controls Program -T he Company is 

subject to the Economic Stabilization Act of 1970, as 
amended, and regulations thereunder. In general, the Act 
forbids domestic price increases above specified base level 
prices except to the extent that such price increases can be 
justified by increases in allowable costs and at the same time 
do not raise the profit margin above the Company’s base 
period profit margin.

The level of sales for the most recent fiscal year classifies 
the Company as a Category I (prenotification) company 
under Cost of Living Council regulations. Such regulations 
relate primarily to the requirements with respect to price in
creases, and periodic reporting of prices, costs, and profits.

The Internal Revenue Service (IRS) has claimed that the 
Company is not in strict compliance with certain requirements 
of the Act and regulations. Protests have been filed by the 
Company, however, the issues have not been resolved. The 
Company continues to use its interpretation of these issues 
under protest.

Additionally, operations for the year are subject to exami
nation by the IRS to determine compliance with the gross 
profit margin restrictions for the Company as a whole as well 
as restrictions on wholesale units, manufacturing units and 
units which are approved for volatile pricing.

If the IRS ultimately prevails, there could be an adverse 
effect on the financial statements for the year ended August 
31, 1973, but the Company is unable to predict the extent of 
this effect.

Note O: Pending Litigation— In August, 1973, a subsidiary 
of the Company, Structural Metals, Inc., and one of its offi
cers were indicted by a Federal Grand Jury along with six
teen other defendants, including several major steel man
ufacturers, other Texas manufacturers and distributors, and 
certain of their officers for alleged violations of the Sherman 
Antitrust Act, based on allegations by the U.S. Department of 
Justice that each participated in a combination and conspi
racy to fix the price of steel reinforcing rods and to allocate 
markets during the period from mid-1969 through the latter 
part of 1972. Subsequently, the Department of Justice filed a 
civil suit against the companies. Management of the Com
pany denies any violation of antitrust laws.

The Company has not been able to determine what type of 
relief may be sought by the Department of Justice or the 
magnitude of any fines, forfeitures or penalties in the event of

Estim ated Losses

To the Board of Directors and Shareholders of 
Fisher Scientific Company

We have examined the consolidated balance sheet of 
Fisher Scientific Company and Subsidiary Companies as of 
December 31, 1973 and 1972 and the related consolidated 
statements of income and income retained in the business 
and changes in financial position for the years then ended. 
Our examinations were made in accordance with generally 
accepted auditing standards and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances.

As more fully described in the notes to consolidated finan
cial statements, the company recorded a provision in the 
amount of $2,500,000 during 1973, to cover estimated losses 
and expenses relating to the Analytical Instrument Division. 
The ultimate amount of losses and expenses to be incurred is 
dependent upon factors which are not fully determinable at 
the present time.

In our opinion, subject to any adjustments which might 
result from resolution of the matter referred to in the preced
ing paragraph, the consolidated financial statements ex
amined by us present fairly the financial position of Fisher 
Scientific Company and Subsidiary Companies at December 
31, 1973 and 1972, the results of their operations and the 
changes in financial position for the years then ended in con
formity with generally accepted accounting principles consis
tently applied.— Report of Independent Accountants.

Notes to Consolidated Financial Statements
Provision for A .I.D . P ro d u ct Loss a n d  A s s o c ia te d  

Costs-The  company’s Analytical Instrument Division (A.I.D.), 
established in 1971 to sell testing and analytical instrumenta
tion, has sustained losses since its inception. At December 
31, 1973, the company had inventories of A.I.D. products 
substantially in excess of its normal requirements. In addi
tion, a supplier of instruments distributed by A.I.D. has fur
nished the company with certain financial information which 
indicates to the company that an element of doubt exists as 
to the supplier’s ability to continue the manufacture of these 
instruments. The discontinuance of such supplier’s opera
tions could result in the company fulfilling warranty obliga
tions of the supplier and incurring losses on advances and 
receivables outstanding at December 31, 1973.
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Under the circumstances, a provision of $2,500,000 was 
charged against 1973 income to cover estimated losses and 
expenses relating to overstocked levels of inventories, collec
tibility of advances and receivables and other unusual costs 
involved in updating inventory or maintaining instruments of 
the supplier previously sold to customers. A consideration in 
determining this provision is the company’s policy to provide, 
where possible, parts and service to keep in operation in
struments it has sold.

Based on management’s estimates, the various assets 
subject to exposure have been written down at December 31, 
1973, with the remaining amount of the provision ($510,000) 
included in other accrued liabilities.

The ultimate costs and expenses related to this matter are 
not determinable at the present time but, in management’s 
opinion, the effect of subsequent adjustments, if any, on the 
consolidated financial position of the company would not be 
significant.

tion as a going concern, and the realization of the carrying 
value of the assets included in the accompanying balance 
sheet and the amount and classification of the liabilities, are 
dependent upon the Company’s ability to return to and main
tain profitable operations, generate sufficient cash flow to 
meet its obligations (including the terms and covenants of its 
bank agreement) on a timely basis, maintain relationships 
with suppliers, and obtain such extensions, additional finan
cing or refinancing as may be required.

See Note L(4) with respect to certain claims, litigation and 
other contingencies, the outcome of which cannot now be 
determined.

Because of the materiality of the matters referred to in the 
two preceding paragraphs, we do not express an opinion of 
the aforementioned financial statements.

October 11, 1973 (except as to Note H which is as of 
October 24, 1973)

G oing C oncern Basis

To the Board of Directors 
Viewlex, Inc.

We have examined the consolidated balance sheet of 
Viewlex, Inc. and subsidiaries as at May 31, 1973 and 1972, 
and the related consolidated statements of operations and 
retained earnings/deficit and of changes in financial position 
for the years then ended. Our examination was made in ac
cordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 
and such other auditing procedures as we considered neces
sary in the circumstances.

The accompanying financial statements have been pre
pared in conformity with principles of accounting applicable to 
a going concern, which contemplate the realization of assets 
and the liquidation of liabilities in the normal course of busi
ness. As set forth in the consolidated statement of operations 
and retained earnings/deficit, the Company incurred a sub
stantial consolidated net loss for the year ended May 31, 
1973, and consolidated cost of sales exceeded consolidated 
net sales for that year. During fiscal 1973, the Company ex
perienced difficulties in meeting its obligations on a timely 
basis, and was unable to meet certain requirements under its 
bank agreements. The Company has had to borrow addi
tional funds and renegotiate its bank agreements (see Note 
H) under which, among other matters, new and revised cov
enants are provided, and substantially all of the assets of the 
Company and its subsidiaries are pledged as collateral sec
urity. Interest is payable on such bank loans at fluctuating 
rates which have risen sharply since May 31, 1973. The 
Company has sought and has been granted extensions of 
time with regard to interest and principal payments aggregat
ing $725,000 which were due under the revised bank agree
ments in August, September and October 1973, and may 
require extensions of other payments thereunder; in connec
tion with the extensions granted, the Company agreed to 
assign the proceeds of certain fire insurance claims (see 
Note L(4)). As set forth in Note A, the Company’s continua-

incom e Tax Liability

The Board of Directors 
Seaboard Allied Milling Corporation:

We have examined the consolidated balance sheet of 
Seaboard Allied Milling Corporation and subsidiaries as of 
June 2, 1973 and the related statements of consolidated 
earnings, retained earnings and changes in consolidated fi
nancial position for the fifty-two weeks then ended. Our ex
amination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of 
the accounting records and such other auditing procedures 
as we considered necessary in the circumstances.

In our opinion, subject to the effect of the final determina
tion of the Federal income tax matter described in note 4 of 
notes to consolidated financial statements, the aforemen
tioned consolidated financial statements present fairly the fi
nancial position of Seaboard Allied Milling Corporation and 
subsidiaries at June 2, 1973 and the results of their opera
tions and changes in their financial position for the fifty-two 
weeks then ended, in conformity with generally accepted ac
counting principles applied on a basis consistent with that of 
the preceding period.— -Accountants’ Report.

Notes to Consolidated Financial Statements
Note 4 (in part): Federal Income Taxes-The  Federal in

come tax returns of the Company have been examined by 
the Internal Revenue Service for the three years ended May 
30, 1970 and additional Federal income taxes aggregating 
$491,490 (exclusive of interest) have been proposed. The 
principle issue is whether part of the earnings of the 
Company’s Bahamian subsidiary, on which no Federal in
come taxes have been provided or paid, should be subject to 
tax. The Federal income tax returns for the two years ended 
June 3, 1972 are currently being examined by the Internal 
Revenue Service. No report covering such examinations 
have been received. However, should the same adjustments 
proposed for the three years ended May 30, 1970 be as
serted for the years under examination and for the year 
ended June 2, 1973, additional Federal income taxes of
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$335,000 for 1971, $230,000 for 1972 and $310,000 for 1973 
may be proposed. Management of the Company does not 
agree with the position taken by the Internal Revenue Service 
and intends to protest the proposed tax deficiencies. If a 
favorable disposition of the matter cannot be achieved 
through conferences with the Appellate division, manage
ment intends to contest these issues in the courts.

R enegotiation Liability

To the Shareholders and Directors 
Standard Container Company

We have examined the balance sheet of Standard Con
tainer Company as of September 30, 1973 and September 
24, 1972 and the related statements of income, shareholders’ 
equity and changes in financial position for the fiscal years 
then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly in
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances.

In our opinion, subject to the effect, if any, of the final 
settlement of the renegotiation matters explained in Note 6a, 
the financial statements referred to above present fairly the 
financial position of Standard Container Company as of Sep
tember 30, 1973 and September 24, 1972 and the results of 
operations and changes in financial position for the fiscal 
years then ended, in conformity with generally accepted ac
counting principles applied on a consistent basis.— Auditors’ 
Report.

Notes to Financial Statements
Note 6 (in part): Contingencies—
a. Renegotiation:

A portion of the Company’s sales are subject to the Re
negotiation Act of 1951. The Company has received clear
ance through 1966 and for 1970 and 1971. With respect to 
1972 and 1973, it is the managements opinion that a refund 
should not be required. With respect to the 1967 period, the 
Renegotiation Board has requested a refund of approxi
mately $75,000 (after adjustment for income taxes). The 
Company has petitioned the U.S. Court of Claims for a rever
sal of the Board’s findings and the matter is still pending in 
that Court. With respect to 1968 the Renegotiation Board has 
determined that a refund of approximately $248,000 (after 
adjustment for income taxes) should be made. The determi
nation is currently awaiting an appeal to the U.S. Court of 
Claims. With respect to the 1969 period the Renegotiation 
Board has not as yet advised the Company of its findings. 
Since the amount of refunds, if any, which may ultimately 
become payable is not determinable, no provision for such 
refunds has been made in the accompanying financial state
ments.

Claim  U nder A Sales C ontract

To the Stockholders and Board of Directors 
Ashland Oil, Inc., Ashland, Kentucky

We have examined the consolidated balance sheets of 
Ashland Oil, Inc. and subsidiaries as of Sepetember 30 , 1973 
and September 30, 1972, and the related statements of con
solidated income, stockholders’ equity and changes in finan
cial position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing stan
dards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we consid
ered necessary in the circumstances.

In our opinion, subject to the matter referred to in Note I, 
the statements identified above (appearing on pages 29 to 39 
of this annual report) present fairly the consolidated financial 
position of Ashland Oil, Inc. and subsidiaries at September 
30, 1973 and September 30, 1972 and the consolidated re
sults of their operations, changes in stockholders’ equity and 
changes in financial position for the years then ended, in 
conformity with generally accepted accounting principles ap
plied on a consistent basis.— Accountants’ Report.

Note I: Sale Transaction-The  Company has been advised 
of a possible claim to fulfill an alleged sale transaction, arising 
in connection with a discontinued business operation, for de
livery of 2,500 to 3,500 barrels (U. S. 42 gallons each) per 
day of propane during 1975 through 1980 at 5¼ cents per 
gallon. During 1973, due to current world-wide energy shor
tages, the quoted market price (purchase price) of propane 
varied widely but was significantly in excess of the above 
stated sales price per gallon. It is not possible at the present 
time to estimate propane market prices which will be in effect 
during the years 1975 through 1980 or whether the Company 
has any enforceable obligation with respect to such transac
tion. Management believes the resolution of this matter will 
not result in a loss material in relation to the Company’s 
consolidated financial position.

CONSISTENCY EXCEPTIONS

Section 546 of Statement on Auditing Standards No. 1 
states in part:

.01 When there is a change in accounting principle, 
the independent auditor should modify his opinion as to 
consistency, indicating the nature of the change. The 
auditor’s concurrence with a change is implicit unless 
he takes exception to the change in expressing his 
opinion as to fair presentation of the financial state
ments in the conformity with generally accepted ac
counting principles. Nevertheless, in order to be more 
informative the auditor should make his concurrence 
explicit (unless the change is the correction of an error) 
using the expression “with which we concur.” The form 
of modification of the opinion depends on the method 
of accounting for the effect of the change, as explained 
in paragraphs .02 and .03.
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TA B LE  6-8: C O N S IS TEN C Y EXCEPTIO N S

Reason for Exception
Consolidation policy ......................
Classification of accounts to con

form with APB Opinion No. 30. 
Change to conform with AICPA in

dustry guides.............................
Inventory valuation.........................
Expense recognition........................
Equity method adopted...................
Translation of foreign currency

accounts.....................................
Employee benefits..........................
Acquisitions.....................................
Interperiod tax allocation...............
Depreciation.....................................
Other................................................
Total Reasons.............................
Number of Companies 
1973 Consistent with 1972 except

for change..................................
1973 Consistent with 1972 after

restatement...............................
Subtotal....................................
No indication of lack of consistency
Total ........................................
Consistency qualification —  ap

proval or concurrence of auditor
expressed ..................................

Restatement reference —  approval 
or concurrence of auditor
expressed ..................................

N/C —  Not Compiled.

1973 1972 1971 1970

10 15 19 13

10 — — - -

10 N/C N/C N/C
9 5 11 5
8 7 11 11
8 32 46 9

8 N/C N/C N/C
6 N/C N/C N/C
6 3 8 8
4 12 5 2
3 6 10 12
5 24 15 14

87 104 125 74

42 32 39 32

32 56 69 34
74 88 108 66

526 512 492 534
600 600 600 600

40 29 30 23

23 33 N/C N/C

.02 If there has been a change in accounting princi
ple which should be reported by restating the financial 
statements of prior years, the appropriate reference to 
consistency is that the statements are consistent after 
giving retroactive effect to the change. Illustrations of 
appropriate reporting follow:

(Opinion paragraph covering one year)

. . . applies on a basis consistent with that of 
the preceding year after giving retroactive effect 
to the change, with which we concur, in the 
method of accounting for long-term construction 
contracts as described in Note X to the financial 
statements.

(Opinion paragraph covering two years)

. . . applied on a consistent basis after re
statement for the change, with which we concur, 
in the method of accounting for long-term con
struction contracts as described in Note X to the 
financial statements.

The auditor’s report need not refer to a change in 
accounting principle and restatement made in confor
mity with generally accepted accounting principles if

the statements for the year of change are reported 
upon together with the financial statements for a year 
subsequent to the year of change.

.03 If there has been a change in accounting princi
ple which should be reported by means other than by 
restating the financial statements of prior years and the 
independent auditor is reporting only on the year during 
which the change was made, his report should state 
that accounting principles have been consistently ap
plied except for the change. An example of such report
ing follows:

(Opinion paragraph)
. . .  in conformity with generally accepted ac
counting principles which, except for the change, 
with which we concur, in the method of comput
ing depreciation as described in Note X to the 
financial statements, have been applied on a 
basis consistent with that of the preceding year.

If the independent auditor is reporting on two or more 
years when reporting on a subsequent year’s financial 
statements, he should make appropriate reference to 
the change as long as the year of change is included in 
the years being reported upon. If the year of change 
was other than the earliest year being reported upon, 
the following example would be an appropriate form of 
reporting:

(Opinion paragraph)
. . .  in conformity with generally accepted ac
counting principles consistently applied during 
the period except for the change, with which we 
concur, in the method of computing depreciation 
as described in Note X to the financial state
ments.

If the year of change is the. earliest year being re
ported upon, there is no inconsistency in the applica
tion of accounting principles during the period subse
quent to the change, but the auditor should make ref
erence to the change having been made in each year. 
Following is an example of appropriate reporting:

(Opinion paragraph)
. . .  in conformity with generally accepted ac
counting principles consistently applied during 
the period subsequent to the change, with which 
we concur, made as of January 1, 19...., in the 
method of computing depreciation as described 
as Note X to the financial statements.

A change in accounting principle made at the begin
ning of the year preceding the earliest year being re
ported upon by the auditor does not result in an incon
sistency between such preceding year and later years.
In reporting on consistency of a later year with such 
preceding year, reference to a change is not neces
sary.

Table 6-8, which summarizes the reasons for consistency 
qualifications or restatement references being expressed, 
shows that 42 auditors’ reports expressed a consistency 
qualification as to 47 matters and that 32 auditors’ reports 
mentioned, as to 40 matters, that the 1973 financial state
ments were consistent with those of 1972 as restated or re
vised to reflect an event occurring in 1973 which affected
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comparability. Examples of consistency qualifications and 
restatement references follow.

R E STA TEM EN T REFER ENC ES

C onsolidation Policy

To the Shareholders and Board of Directors 
Westvaco Corporation

We have examined the consolidated financial statements 
of Westvaco Corporation and its subsidiaries appearing on 
pages 21 through 27 of this report. Our examinations were 
made in accordance with generally accepted auditing stan
dards and accordingly included such tests of the accounting 
records and such other auditing procedures as we consid
ered necessary in the circumstances.

In 1973, the Company changed its consolidation policy 
with respect to U.S. Envelope Company, as further described 
in the summary of significant accounting policies.

In our opinion, the consolidated financial statements ex
amined by us present fairly the financial position of Westvaco 
Corporation and subsidiaries at October 31, 1973 and 1972, 
and the results of their operations and the changes in finan
cial position for the years then ended, in conformity with gen
erally accepted accounting principles. These accounting 
principles have been consistently applied after restatement 
for the change, with which we concur, in consolidation policy 
indicated in the preceding paragraph.— Report of Indepen
dent Accountants.

Notes to Financial Statements
Summary of significant accounting policies (in part)
Basis of consolidation: The consolidated financial state

ments include the accounts of all subsidiaries. Prior to 1973 
the Company’s investment in U.S. Envelope Company (then 
58% owned) was carried at cost plus equity in the 
subsidiary’s undistributed net income. In view of the increase 
in the Company’s ownership of U.S. Envelope, effected pur
suant to a stock exchange offer in October 1973 (see note A), 
the accounts of U.S. Envelope are now fully consolidated. 
Prior year financial data appearing in this report have been 
restated to reflect the change in consolidation policy. Previ
ously reported net income has not been affected by this 
change.

C lassification  o f Film  Production Costs

To the Board of Directors 
and Shareholders of MCA Inc.

We have examined the consolidated balance sheet of 
MCA Inc. and its subsidiaries as of December 31, 1973 and 
1972 and the related consolidated statements of income and 
retained earnings and of changes in financial position for the 
years then ended. Our examinations were made in accor

dance with generally accepted auditing standards and ac
cordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
in the circumstances.

As explained in the Summary of Accounting Policies, dur
ing 1973 the Company retroactively changed its method of 
classifying film production costs to conform to recently issued 
accounting guidelines for motion picture films.

In our opinion, the consolidated financial statements ex
amined by us present fairly the financial position of MCA Inc. 
and its subsidiaries at December 31, 1973 and 1972 and the 
results of their operations and the changes in financial posi
tion for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis 
after restatement for the change, with which we concur, re
ferred to in the preceding paragraph.— Report of Indepen
dent Accountants.

Summary of Accounting Policies
Inventories, Amortization and Film Rental Incom e—  Inven

tories are stated at the lower of cost, amortized cost or esti
mated realizable value, determined where applicable, on a 
first-in, first-out basis.

To conform with the requirements of the American Institute 
of Certified Public Accountants’ industry accounting guide, 
“Accounting for Motion Picture Films” , film inventories, previ
ously classified as current assets in accordance with industry 
practice, are now classified as current and noncurrent assets 
on the balance sheet.

Theatrical film production and print costs, less television 
residual values, are amortized over a 104-week period based 
on past theatrical film rental experience, by charges to in
come equal to 73% of such net costs in the first 26 weeks of 
release and 90.25% in 52 weeks. Such charges amortize 
these film production costs in approximately the same ratio 
that current revenues bear to anticipated total revenues. 
Amortization of the cost of films originally released on televi
sion and of television residual values of theatrical films, is 
proportional to the flow of income estimated to be received.

Revenues from the theatrical distribution of films are re
corded when they become due from the exhibitor.

Revenues from the original network exhibition license of all 
films produced for initial exhibition on television are recorded 
as earned upon delivery. Revenues and receivables from all 
other television exhibition licenses are recorded when the 
rentals become due. Under the new uniform method of ac
counting in the film industry accounting guide, revenues from 
such licenses entered into after 1973 will generally be recog
nized entirely when the film is first available for telecast under 
each license.

Other requirements of the accounting guide affecting the 
accounting for film revenues and costs will be adopted in 
1974 by the Company for licensing agreements entered into 
and films released after December 31, 1973. While the effect 
of these accounting changes is not determinable at this time, 
they will have a favorable impact on net income in the next 
several years because revenues and related costs will be 
recognized sooner than under the present accounting 
methods.
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C hange From  Lifo

To the Stockholders and Board of Directors 
The Rath Packing Company

We have examined the balance sheet of The Rath Packing 
Company as of September 29, 1973 and September 30, 
1972 and the related statements of operations and retained 
earnings and of changes in financial position for the years 
then ended. Our examinations were made in accordance with 
generally accepted auditing standards and accordingly in
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances.

The basis of pricing pork product inventories was changed 
from last-in, first-out (Lifo) cost to approximate current mar
ket, less allowance for selling and distribution expenses as of 
December 31, 1972, as described in Notes 1 and 3 to the 
financial statements.

In our opinion, the financial statements examined by us 
present fairly the financial position of The Rath Packing 
Company at September 29, 1973 and September 30, 1972, 
the results of its operations and the changes in its financial 
position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis 
after restatement for the change, with which we concur, in the 
method of pricing certain inventories referred to in the preced
ing paragraph.— Report of Independent Accountants.

Notes to Financial Statements
Note 1 (in part): Accounting Policies-
Inventories-M eat and other products are priced at approx

imate current market, less allowance for selling and distribu
tion expenses. Materials and supplies are priced at the lower 
of first-in, first-out cost or market.

Effective with the beginning of the 1973 tax year (De
cember 31, 1972), the basis of pricing pork product inven
tories was changed from last-in, first-out (Lifo) cost to approx
imate current market, less allowance for selling and distribu
tion expenses, and the revised basis of pricing has been 
reflected retroactively in the accompanying financial state
ments. Approval for this change in accounting principle has 
been received from the Internal Revenue Service. The 
change was made to reduce the effect on earnings of cyclical 
fluctuations in supply and purchase cost of hogs, which effect 
had been significantly magnified by the use of the Lifo ac
counting method. In addition, the revised basis of pricing will 
make the Company’s financial statements more comparable 
with those of other companies in the industry, most of whom 
no longer use the Lifo accounting method. The effects of the 
change are reported in Note 3.

Note 3: Inventories-A  summary of the composition of the 
inventories follows:

September 29, 
1973

Pork products.................................. $12,352,000
Products other than pork............... 4,173,000
Materials and supplies...................  2,949,000

$19,474,000

September 30, 
1972 

(Restated) 
$ 8,517,000

3,584,000
2,657,000 

$14,758,000

As described in Note 1, the basis of pricing pork product 
inventories was changed during the 1973 fiscal year from 
last-in, first-out (Lifo) cost to approximate current market, less 
allowance for selling and distribution expenses. The retroac
tive effect of this change in accounting principle is reflected in 
the financial statements by increases of $4,544,000 in inven
tories and retained earnings at September 30, 1972 and by 
an increase of $2,843,000 in retained earnings at the begin
ning of the 1972 fiscal year. This change also had the effect 
of increasing net earnings for the 1973 fiscal year by 
$2,862,000, or $2.40 per share, and of reducing net loss for 
the 1972 fiscal year by $1,701,000, or $1.43 per share.

M ethod o f Accounting  for Sales o f Real Estate

The Board of Directors 
American Cyanamid Company:

We have examined the consolidated balance sheets of 
American Cyanamid Company and subsidiaries as of De
cember 31, 1973 and 1972 and the related consolidated 
statements of earnings, earnings employed in the business 
and changes in financial position for the years then ended. 
Our examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we consider necessary in the circumstances.

In our opinion, the aforementioned consolidated financial 
statements present fairly the financial position of American 
Cyanamid Company and subsidiaries at December 31, 1973 
and 1972, and the results of their operations and changes in 
their financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a 
consistent basis, after restatement for the change, with which 
we concur, in the method of accounting for profit on sales of 
real estate as described in Note 2 to the consolidated finan
cial statements.— Accountants’ Report.

Notes to Consolidated Financial Statements 
(Thousands of dollars)

Note 2 (in part): The Real Estate Subsidiaries (Ervin Indus
tries, Inc.) are not consolidated with the accounts of the com
pany. Condensed consolidated financial information follows:
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Balance Sheets
December 31,

ASSETS

1973 1972 
(Note a)

Cash................................................
Mortgage notes and other

$ 5,549 $ 6,533

receivables......... ......................
Inventories, properties and equip

ment, net (substantially all 
pledged to secure mortgage and

22,119 30,775

other notes payable)................ 215,092 170,726
Other assets..................................... 9,060 9,041

$251,820 $217,075

Cyanamid share) in each of the years 1971 and 1972 and to 
red u ce  Ervin’s n e t loss for 1973 by $ 3 ,3 6 0  ($ .0 7  p e r  
Cyanamid share). The balance of $1,268 is deferred to fu
ture periods.

LIABILITIES AND STOCKHOLDER'S 
EQUITY

Liabilities, substantially all mort
gage and other notes payable
(Note c)......................................

Subordinated notes payable to 
American Cyanamid Company 
due through July 1978 bearing 
interest up to 11% currently 
waived........................................

STOCKHOLDER'S EQUITY 
Common stock and additional paid-

in capital...................................
Accumulated earnings (loss) (Note

a)........................................
Total stockholder's equity...............

$210,021

31,981

12,733

(2,915)
9,818

$251,820

$179,167

18,550

8,733

10,625
19,358

$217,075

Statements of Operations and Accumulated Earnings 
(Loss)

Sales and revenues.........................
Costs and operating expenses.......
Earnings (loss) before income taxes

Income taxes...............................
Net earnings (loss)....................
Accumulated earnings at beginning

of year as restated...................
Accumulated earnings (loss) at end 

of year................................

Notes:
(a) During 1973 the real estate subsidiaries adopted the 

guidelines issued by the American Institute of Certified Pub
lic Accountants entitled “Accounting for Profit Recognition 
on Sales of Real Estate’’. This guide provides among other 
things that profit from sale and leaseback contracts be de
ferred until rental on underlying leases attains levels that 
assure the seller coverage of operating expenses and debt 
service. As a result, prior periods have been restated as 
permitted under the guide. The effect of the restatement is to 
reduce previously reported net earnings by $2,314 ($.05 per

Years ended
December 31,

1973 1972
(Note b) (Note a)

$101,789 $92,171
128,729 89,872
(26,940) 2,299
(13,400) 1,138
(13,540) 1,161

10,625 9,464

($2,915) $10,625

Interperiod Tax A llocation

To the Stockholders and Board of Directors 
Keystone Consolidated Industries, Inc.
Peoria, Illinois

We have examined the consolidated balance sheet of 
KEYSTONE CONSOLIDATED INDUSTRIES, INC. as of 
June 30, 1973 and the related consolidated statements of 
earnings and retained earnings and changes in financial posi
tion for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 
and such other auditing procedures as we considered neces
sary in the circumstances. We made a similar examination of 
the consolidated financial statements for the year ended 
June 30, 1972, which have been restated as described in 
Note A.

In our opinion, the aforementioned financial statements 
present fairly the consolidated financial position of Keystone 
Consolidated Industries, Inc. at June 30, 1973 and 1972 and 
the consolidated results of operations and consolidated 
changes in financial position for the years then ended, in 
conformity with generally accepted accounting principles ap
plied on a consistent basis after restatement for the change, 
with which we concur, in the method of accounting for income 
taxes on undistributed earnings from investments in com
panies accounted for under the equity method as described 
in Note A to the financial statements.— Auditors’ Report.

Notes to Consolidated Financial Statements
Note A (In part): Income Taxes— The Company provides 

for income taxes currently payable and, in addition, provides 
for deferred income taxes resulting from timing differences 
between financial and taxable income. Since July 1, 1968, 
the investment tax credit has been recorded on the flow
through method of accounting. Credits for prior years, which 
were deferred, are being amortized over the useful lives of 
the related assets.

In compliance with Opinion 24 of the Accounting Principles 
Board, the Company retroactively changed its method of ac
counting to provide appropriate income taxes on undistri
buted earnings from investments in companies accounted for 
under the equity method. The 1972 financial statements have 
been restated to include this change, the effect of which was 
to reduce retained earnings at the beginning of fiscal 1972 
and increase deferred federal income taxes by $785,000. Net 
earnings for 1972 have been decreased by $131,000 or $.07 
per share; the effect on net earnings in 1973 was a decrease 
of $126,000 or $.07 per share. No provision has been made 
for income taxes on approximately $650,000 of cumulative 
undistributed earnings of foreign subsidiaries as provided in 
Opinion 23 of the Accounting Principles Board, since it is the 
Company’s intention to permanently invest such earnings.
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Equity M ethod Adopted

To the Directors and Shareholders 
Harnischfeger Corporation

We have examined the consolidated balance sheets of 
Harnischfeger Corporation and its subsidiaries as of October 
31, 1973 and 1972, and the related consolidated statements 
of income and retained earnings and of changes in financial 
position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing stan
dards and accordingly included such tests of the accounting 
records and such other auditing procedures as we consi
dered necessary in the circumstances.

The Company adopted the equity method of accounting for 
certain investments and two subsidiaries were included in the 
consolidated financial statements for the first time in the year 
ended October 31, 1972 as described in Financial Note 2.

In our opinion, the consolidated financial statements ex
amined by us present fairly the financial position of Harnisch
feger Corporation and its subsidiaries at October 31, 1973 
and 1972, the results of their operations and the changes in 
financial position for the years then ended, in conformity with 
generally accepted accounting principles consistently applied 
during the period subsequent to the changes, with which we 
concur, made as of November 1, 1971 referred to in the 
preceding paragraph.— Opinion of Independent Accoun
tants.

To the Board of Directors and Stockholders 
American Smelting and Refining Company

We have examined the consolidated balance sheet of 
American Smelting and Refining Company and Consolidated 
Subsidiaries as of December 31, 1973, and the related con
solidated statements of earnings, stockholders’ equity and 
changes in financial position for the year then ended, Our 
examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances. 
We previously examined and reported upon the consolidated 
financial statements of the Company for 1972.

In our opinion, the consolidated financial statements men
tioned above present fairly the financial position of American 
Smelting and Refining Company and Consolidated Sub
sidiaries at December 31, 1973 and 1972 and the results of 
their operations and the changes in their financial position for 
the years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis after re
troactive adjustment for the change, with which we concur, in 
accounting for the investment in Revere Copper and Brass 
Incorporated as described in Note 4(c) to the financial 
statements.— Auditor’s Report.

Notes to Financial Statements
Note 4(c): Revere Copper and Brass Incorporated— In 

1973, Asarco adopted the equity method of accounting for its 
33.4% interest in the common stock of Revere Copper and

Brass Incorporated. Heretofore, this investment of 1,876,296 
shares was carried at historical cost of $8,511,000. APB 
Opinion No. 18 requires the use of the equity method of 
accounting when a stockholding is in excess of 20%.

To implement the technical rules of the equity method of 
accounting, Asarco adjusted retroactively its December 31, 
1972 balance sheet by increasing the carrying value of its 
Revere common stock investment by $12,975,000, increas
ing deferred income tax credits by $3,275,000, and thereby 
adding $9,700,000 to its retained earnings as follows:

Carrying
Value

(in thousands)

Deferred 
Income 
Taxes*

Earnings 
Employed 

in the 
Business

Equity in undistributed earn
ings since dates of
acquisition......................  $44,835 $13,451 $31,384

Excess cost of investment 
over equity in underlying 
net assets at dates of
acquisition......................  (3,429) (1,029) (2,400)

Intercompany eliminations .. (3,431 (1,647) (1,784)
Decline in value of

investment......................  (25,000) (7,500) (17,500)
Net adjustments............... 12,975 $ 3,275 $ 9,700

Investment, at historical cost 8,511
Carrying value (adjusted), as

of Dec. 31, 1972 .........  21,486
Equity in 1973 earnings......  942 $ 308 $ 634
Carrying value, Dec. 31,

1973...............................  $22,428
*Required by APB Opinion 
No. 24.

The $25,000,000 decline in value of the investment was 
recognized, to bring the carrying value to $21,486,000, ap
proximately the estimated fair value indicated in a 1973 ap
praisal report by independent experts. This write-down was 
attributed to the years 1970 ($13,000,000 and 1971 
($12,000,000), when such loss of value was estimated to 
have occurred.

As a result of this change in accounting, Asarco’s net earn
ings have been restated for back years where applicable. 
The restatement for 1972 reduced Asarco’s reported net 
earnings by $2,226,000, equivalent to 9c per share (previ
ously reported net earnings were $49,110,000, or $1.84 per 
share). In 1973, Asarco’s share of Revere’s earnings, after 
deferred tax provision, amounted to $634,000 or 2c per 
share. At December 31, 1973, the carrying value of the Re
vere stock invested amounted to $22,428,000, the underlying 
equity in Revere’s net assets amounted to approximately 
$47,428,000, and the quoted market value was $14,541,000 
(February 22, 1974— $17,590,000).

Asarco also owns $22,763,000 par value of Revere 5½% 
convertible subordinated debentures due 1992, carried at 
$22,839,000. Market value was $11,951,000 at December 
31, 1973 (February 22, 1974— $13,658,000).
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C O N S IS TEN C Y Q U A LIF IC A TIO N S

Trans lation  o f Foreign Currency Accounts

Brown & Sharpe Manufacturing Company 
North Kingstown, Rhode Island

We have examined the consolidated balance sheet of 
Brown & Sharpe Manufacturing Company at December 29, 
1973 and the related consolidated statements of income and 
earnings employed in the business and of changes in finan
cial position for the year then ended. Our examination was 
made in accordance with generally accepted auditing stan
dards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we consid
ered necessary in the circumstances. We previously made a 
similar examination of the consolidated financial statements 
for the preceding year.

In our opinion, the aforementioned financial statements 
present fairly the consolidated financial position of Brown & 
Sharpe Manufacturing Company at December 29, 1973 and 
December 30, 1972, and the consolidated results of its oper
ations and the changes in its financial position for the years 
then ended, in conformity with generally accepted accounting 
principles applied on a consistent basis, except for the 
change, with which we concur, in the method of accounting 
for unrealized foreign currency exchange gains and losses as 
described in Note 2 to the consolidated financial 
statements.— Report of Independent Certified Public A c
countants.

Notes to Consolidated Financial Statements
Note 1 (in part): Sum m ary of S ignificant Accounting  

Policies
Translation of Foreign Currencies— Assets and liabilities of 

subsidiaries located outside the United States are translated 
into U.S. dollars at rates of exchange in effect at balance 
sheet dates with the exception of property, plant and equip
ment, accumulated depreciation, mortgage loans relating to 
property, deferred charges and deferred income taxes, which 
are translated at rates of exchange prevailing at dates ac
quired or incurred. Revenue and expense amounts are trans
lated at average rates of exchange for the year except that 
depreciation is translated at historical rates. Prior to 1973 
unrealized translation gains and losses were reflected in the 
income statement as extraordinary items (see note 2). In 
1973 the Company changed its method of accounting for 
translation adjustments to one of deferring net unrealized 
gains and credited $913,000 to Deferred Currency Transla
tion Gains in the balance sheet. The Company intends to 
charge future unrealized losses against this account. How
ever, should losses exceed deferred gains, the excess will be 
charged to income currently and subsequent gains will be 
credited to income to the extent of such net losses previously 
charged to income.

Note 2: Change in Accounting Principle— In 1973 net un
realized translation gains on foreign exchange were deferred 
(see note 1). In prior years unrealized translation gains and 
losses were recognized as extraordinary items. This change 
was made to reduce the resulting non-operating fluctuations 
affecting the Company’s reported net income. The effect of

the change was to reduce 1973 net income by $913,000 
($.39 per share) for unrealized gains deferred during the 
year.

The cumulative effect of retroactive application of this ac
counting change on prior years (to December 30 , 1972) Is not 
significant. Had this change in method been applied retroac
tively, 1972 income before extraordinary item and net income 
would have been $912,000 ($.39 per common share).

To the Board of Directors and Shockholders 
Chicago Pneumatic Tool Company

We have examined the accompanying consolidated 
statement of financial position of Chicago Pneumatic Tool 
Company at December 31, 1973 and 1972 and the related 
statements of consolidated current and retained earnings 
and changes in financial position for the years then ended. 
Our examination of these statements was made in accor
dance with generally accepted auditing standards and ac
cordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
in the circumstances.

As described in the accompanying financial summary on 
page 18, the company in 1973 adopted a conservative ac
counting change which defers the recognition of gains result
ing from the translation of foreign currencies. This change 
reduced income in 1973 by $755,000.

In our opinion, the aforementioned financial statements 
present fairly the consolidated financial position of Chicago 
Pneumatic Tool Company and its subsidiary companies at 
December 31, 1973 and 1972, the results of their operations 
and the changes in financial position for the years then 
ended, in conformity with generally accepted accounting 
principles which, except for the change referred to in the 
preceding paragraph, with which we concur, have been con
sistently applied.— Report of Independent Accountants.

Financial Summary
Consolidated Financial Statements include the accounts of 

all domestic and foreign subsidiaries, including Wreckair 
Holdings, Ltd., and Allied Steel & Tractor Products, Inc. which 
were acquired in 1973 and accounted for by the purchase 
method. All significant items relating to transactions between 
the parent and subsidiaries are eliminated from consolidated 
statements.

The company’s equity in the net assets of its consolidated 
subsidiaries exceeded its investment therein by $56,135,000 
at December 31, 1973 and $53,494,000 at December 31, 
1972.

Except for fixed assets and accumulated depreciation, 
which are translated at rates in effect at dates of acquisition, 
assets and liabilities of foreign subsidiaries are translated into 
U.S. dollars at current rates of exchange. Foreign net assets 
are included in the Statement of Financial Position at De
cember 31, 1973 in the amount of $46,442,000 including net 
current assets of $20,956,000. Net earnings applicable to 
foreign operations are included in the Statement of Current 
and Retained Earnings for the year ending December 31, 
1973 in the amount of $6,661,000. Income, cost and expense 
accounts are translated at a weighted average of exchange 
rates which were in effect during the year, except for depre
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ciation and amortization which are translated at the rates of 
exchange in effect when the respective assets are acquired.

Prior to 1973, all foreign currency translation gains and 
losses were included in net earnings. Beginning in 1973, 
foreign currency translation gains will be credited to a reserve 
for foreign currency fluctuations. Foreign currency translation 
losses will be charged to this reserve, unless such losses 
exceed the balance in the reserve in which case they will be 
charged to earnings in the current year. At December 31, 
1973 the reserve balance was $755,000. As part of this con
servative change, the company is now including in the above 
the translation of inventories of foreign subsidiaries into U.S. 
dollars at current rates of exchange rather than at historical 
rates. The net effect in 1973 of this change in accounting 
principle was to decrease net earnings by 15 cents per share. 
This change will be reflected on a prospective basis as its 
application in years earlier than 1973 would not have signifi
cantly affected reported earnings.

Notes to Consolidated Financial Statements
Note 1: Extraordinary and Other Transactions— In 1972 

the extraordinary credit consists of $1,016,000 gain (after 
taxes of $731,000) on the sale of a cement plant closed in 
1970 reduced by $729,000 of loss and expenses (after taxes 
of $525,000) related to an accident involving the collapse of 
an overhead crane located at the Orange, Texas plant in 
December 1972.

The Company has changed the method of presenting 
gains and losses from sales or abnormal retirements of prop
erty in 1973 to conform with Opinion No. 30 issued by the 
Accounting Principles Board of the American Institute of Cer
tified Public Accountants. In 1972 such items were presented 
as an extraordinary credit, in conformity with the accounting 
principles then generally accepted, and in 1973 were in
cluded in determining income before extraordinary credit, in 
conformity with the newly issued Opinion. Restatement of the 
1972 financial statements for such items is prohibited by the 
Opinion. Had the Opinion been in effect for 1972, income 
before extraordinary credit and net income would have been 
the same, $3,823,000 or $1.97 a share.

C lassification  o f A ccounts to Conform  W ith APB  
No. 30

The Stockholders and Board of Directors 
Alpha Portland Industries, Inc.:

We have examined the consolidated balance sheet of 
Alpha Portland Industries, Inc. and subsidiaries as of De
cember 31, 1973 and 1972 and the related statements of 
income, stockholders’ equity, and changes in financial posi
tion for the years then ended. Our examination was made in 
accordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 
and such other auditing procedures as we considered neces
sary in the circumstances. We did not examine the 1973 
statements of three joint ventures in which the companies 
participate, which statements reflect assets and revenues of 
which the companies’ proportionate share constitutes 3% 
and 6%, respectively, of the 1973 consolidated totals. 
Further, we did not examine the 1972 statements of six such 
joint ventures, which statements reflect assets and revenues 
of which the companies’ proportionate share constitutes 3% 
and 12%, respectively, of the 1972 consolidated totals. 
These statements were examined by other auditors whose 
reports thereon have been furnished to us and our opinion 
expressed herein, insofar as it relates to the amounts in
cluded for such joint ventures, is based solely upon the re
ports of the other auditors.

In our opinion, based upon our examination and the reports 
of the other auditors, such consolidated financial statements 
present fairly the financial position of the companies at De
cember 31 , 1973 and 1972 and the results of their operations 
and the changes in their financial position for the years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis except for the change 
(with which we concur) in the method of determining income 
before extraordinary items with respect to gains and losses 
from sales or retirements of property as described in Note 1 
to the financial statements.

The Board of Directors and Shareholders 
IU International Corporation 
Wilmington, Delaware

We have examined the consolidated balance sheets of lU 
International Corporation (a Maryland corporation) and sub
sidiaries as of December 31, 1973 and 1972 and the related 
consolidated statements of income, additional paid-in capital, 
retained earnings, and changes in financial position for the 
years then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances. We did not examine the financial statements of 
certain consolidated subsidiaries, which statements reflect 
total assets constituting 4.9% and 5.0%, and sales and re
venues constituting 5.1% and 6.9%, respectively, of the re
lated consolidated totals for the years ended December 31, 
1973 and 1972. These statements were examined by other 
auditors whose reports thereon have been furnished to us 
and our opinion expressed herein, insofar as it relates to the 
amounts included for such companies, is based solely upon 
the reports of the other auditors.

In our opinion, based upon our examination and the reports 
of other auditors, the aforementioned consolidated financial 
statements present fairly the financial position of lU Interna
tional Corporation and subsidiaries at December 31, 1973 
and 1972, and the results of their operations and changes in 
their financial position for the years then ended, in conformity 
with generally accepted accounting principles which, except 
for the change, with which we concur, in the method of de
termining income before extraordinary items as required by 
Accounting Principles Board Opinion No. 30 and as de
scribed in note 3 to the financial statements, have been ap
plied on a consistent basis.
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Note 3 (in part): Income Presentation— As required by 
Opinion No. 30, adopted in 1973 by the Accounting Principles 
Board of the American Institute of Certified Public Accoun
tants, the Corporation has changed its criteria for the types of 
items to be included in determining income before extraordi
nary items in the statement of consolidated income. In 1973, 
transactions of the type as summarized below were included 
in determining income before extraordinary items, in confor
mity with the newly-issued Opinion. The Opinion prohibits 
restating the 1972 financial statements. Had the Opinion 
been in effect for 1972, net income would have been the 
same, but income before extraordinary item would have been 
$60,676,000 ($1.90 per average common and common equi
valent share) rather than the $59,992,000 ($1.88 per average 
common and common equivalent share) as reported.

Included in other income are the following significant items:

Notes to Financial Statements foreign operations in 1972 and the additional loss of 
$144,000 in 1973 associated with this discontinuance are 
presented as extraordinary charges in conformity with ac
counting principles then generally accepted. In 1973, a 
$586,126 net loss on discontinuance of certain domestic op
erations is included in income before extraordinary charge as 
a disposal of a segment of business in conformity with Ac
counting Principles Board Opinion No. 30. The opinion pro
hibits restating the 1972 income before extraordinary charge. 
Had the opinion been in effect for both years, net income 
would have been the same, but income before extraordinary 
charge would have been $2,705,716 ($2,38 per share) for 
1972 and $3,216,144 ($2.78 per share) for 1973.

1973 1972
Interest and dividends..................... $ 8,083,000 $8,880,000
Gain on ships sold.......... ................ 650,000 5,489,000
Excess of insurance proceeds over 

carrying value of lost vessel ... 16,617,000
Gain on sales or exchange of se

curities and other investments . 5,764,000
Provision for loss on disposition of 

subsidiaries and certain other 
assets......................................... (6,792,000)

Writedown of land held for sale or 
development............................... (7,980,000) _

Board of Directors
The Mohawk Rubber Company
Hudson, Ohio

We have examined the consolidated balance sheets of 
The Mohawk Rubber Company and subsidiaries as of De
cember 31, 1973, and December 31, 1972, and the related 
statements of consolidated income, shareholders’ equity, 
and changes in consolidated financial position for the years 
then ended. Our examinations were made in accordance with 
generally accepted auditing standards, and accordingly in
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances.

In our opinion, the aforementioned financial statements 
present fairly the consolidated financial position of The 
Mohawk Rubber Company and subsidiaries at December 31, 
1973, and December 31, 1972, and the consolidated results 
of their operations, changes in shareholders’ equity, and 
changes in consolidated financial position for the years then 
ended, in conformity with generally accepted accounting 
principles consistently applied during the period except for 
the change, with which we concur, in the method of determin
ing income before extraordinary charge as discussed in Note
G.— Accountants' Report.

Notes to Consolidated Financial Statements
N ote  G: C h an g e  in A cco u n tin g  for E x trao rd in ary  

Item s— The $804,000 loss on discontinuance of certain

C hange to Lifo

To the Shareholders and Board of Directors 
Consolidated Packaging Corporation

We have examined the balance sheet of Consolidated 
Packaging Corporation and Subsidiaries as of December 31, 
1973 and the related statements of earnings, shareholders’ 
equity and changes in financial position for the year then 
ended. Our examination was made in accordance with gen
erally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circum
stances. We previously examined and reported upon the fi
nancial statements of the Company and its subsidiaries for 
the year 1972.

In our opinion, the accompanying financial statements pre
sent fairly the financial position of Consolidated Packaging 
Corporation and Subsidiaries at December 31, 1973 and 
1972 and the results of their operations and changes in fi
nancial position for the years then ended, in conformity with 
generally accepted accounting principles applied on a consis
tent basis, except for the change, with which we concur, in 
the method of determining cost for inventory as described in 
Note 2.— Auditors’ Report.

Notes to Financial Statements
Note 2: Inventories— Inventories at the respective year- 

ends consisted of the following:

Raw materials and supplies............
Finished goods and work in process

1973
$5,037,000

3,149,000
$8,186,000

1972
$3,776,000

3,097,000
$6,873,000

Effective January 1, 1973, the Company changed its 
method of determining the cost of inventory from average 
production and purchase cost to the last-in, first-out basis.

This change was made to recognize the effect of inflation on 
inventory and thereby more effectively match current costs with 
current revenues for both financial and income tax reporting 
purposes. The use of the last-in, first-out method resulted in a 
decrease in year-end inventory and an increase in cost of goods 
sold for the year of approximately $1,250,000. Had this
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change not been made, earnings and earnings per share 
would have been as follows;

Earnings before extraordinary item 
Extraordinary item— income tax 

benefit arising from utilization of 
net operating loss carryforward 

Net earnings.......................................

Due to the nature of this change, it is impractical to deter
mine the cumulative effect on retained earnings at the begin
ning of the year. Accordingly, pro forma results of operations 
for the prior year, had this principle been followed in that 
period, is not determinable.

$1,967,000 $1.41

1,986,000 1.42
$3,953,000 $2.83

D epreciation M ethod

To the Shareholders of 
Marhoefer Packing Company, Inc.
Muncie, Indiana

We have examined the consolidated balance sheet of 
Marhoefer Packing Company, Inc., and Subsidiary, as of 
November 3, 1973 and October 28, 1972, and the related 
consolidated statements of earnings, retained earnings and 
changes in financial position for the years then ended. Our 
examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above 
present fairly the consolidated financial position of Marhoefer 
Packing Company, Inc., and its Subsidiary at November 3, 
1973 and October 28, 1972, and the results of their opera
tions, and changes in their financial position for the years 
then ended, in conformity with generally accepted accounting 
principles applied on a consistent basis except for the change 
in 1973, with which we concur, in the method of computing 
depreciation as described in Note 2 to the Consolidated fi
nancial statements.

Notes to Consolidated Financial Statements
Note 2: Change in Depreciation M ethod for Plant and  

Equipment— Depreciation of plant and equipment has been 
computed by the straightline method in 1973. Depreciation of 
plant and equipment in prior years was computed, principally, 
by use of accelerated methods. The new method of deprecia
tion was adopted to put the company on a more comparable 
basis with industry practices and has been applied retroac
tively to plant and equipment acquisition of prior years. The 
effect of the change in 1973 was to decrease earnings, before 
the cumulative effect of the change by approximately 
$15,000. (Or $.03 per share) To apply the new method re
troactively, the adjustment of $848,498 (after reduction for 
income taxes of $78,000) is included in income of 1973. The 
pro forma amounts shown on the earnings statement have 
been adjusted for the effect of retroactive application on de
preciation and related income taxes.

Prior Year C hange

The Board of Directors and Stockholders 
Amerada Hess Corporation

We have examined the accompanying consolidated bal
ance sheet of Amerada Hess Corporation and consolidated 
subsidiaries at December 3 1 , 1973 and 1972 and the related 
statements of consolidated income, consolidated retained 
earnings, consolidated changes in capital stock and capital in 
excess of par value, and changes in consolidated financial 
position for the years then ended. Our examination was 
made in accordance with generally accepted auditing stan
dards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we consid
ered necessary in the circumstances.

In our opinion, the statements mentioned above present 
fairly the consolidated financial position of Amerada Hess 
Corporation and consolidated subsidiaries at December 31, 
1973 and 1972, and the consolidated results of operations 
and the changes in consolidated financial position for the 
years then ended, in conformity with generally accepted ac
counting principles applied on a consistent basis during the 
period subsequent to the change, with which we concur, 
made as of January 1, 1972, in the method of accounting for 
costs of undeveloped oil and gas leases as described in Note 
2 to the consolidated financial statements.— Report of Cer
tified Public Accountants.

Notes to Consolidated Financial Statements
Note 2: Change in Accounting M ethod— Effective January 

1, 1972, the Corporation changed its method of accounting 
for the costs of all undeveloped oil and gas leases. Unde
veloped oil and gas leases were previously carried at cost 
and charged against income in full when properties were 
relinquished. Under the new method, costs of undeveloped 
oil and gas leases are amortized over the primary lease term 
with any unamortized costs charged against income at the 
time the properties are relinquished. As a result of the sub
stantially higher cost of lease acquisitions in recent years, the 
newly adopted accounting method is more conservative and 
preferable in that it provides a systematic write-off of unde
veloped oil and gas lease costs from date of acquisition. This 
accounting change decreased 1972 income before extraor
dinary item by $1,687,000 ($.05 per share). The cumulative 
effect of such accounting change on years prior to 1972 
amounted to $21,415,000 ($.57 per share) after deducting 
the related deferred income tax effect of $19,758,000. The 
pro forma amounts shown in the Statement of Consolidated 
Income give effect to the retroactive application of this ac
counting change.

The Board of Directors and Shareowners 
Hewlett-Packard Company:

We have examined the statement of consolidated financial 
position of Hewlett-Packard Company and subsidiaries as of 
October 31, 1973 and 1972, and the related consolidated 
statements of income, capital in excess of par value, retained 
earnings, and changes in financial position for the years then
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ended. Our examination was made in accordance with gen
erally accepted auditing standards,and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circum
stances.

In our opinion, such financial statements present fairly the 
consolidated financial position of Hewlett-Packard Company 
and subsidiaries at October 31 , 1973 and 1972, and the con
solidated results of their operations and changes in financial 
position for the years then ended, in conformity with generally 
accepted accounting principles consistently applied during 
the period subsequent to the change, with which we concur, 
made as of October 31 , 1971, in the accounting method used 
for computing inventories, as described in note 1 of notes to 
the financial statements.

Notes to the Financial Statements
Note 1 (in part): Sum m ary of s ignificant accounting  

policies
Change in accounting method— Pursuant to the United 

States Internal Revenue Service review of the 1967 and 1968 
federal income tax returns, the Service required for tax pur
poses that the Company change its method of accounting for 
miscellaneous material and labor to include such items in 
inventories which were previously charged to operations as 
incurred. The cumulative effect of such change, which 
amounted to $3,290,000 at October 31, 1971, less related 
profit sharing costs of $688,000, and taxes on income of 
$1,391,000, has been presented separately in the consoli
dated statement of income in 1972. Such additional income 
taxes are being paid over a ten year period commencing in 
1968.

Depreciation, Obsolescence and Depletion 
Charges against income were:

Notes to Financial Statements

1973 1972
($ millions)

Depreciation and amortization....... $153.1 $168.4
Obsolescence................................... 13.5 21.7
Depletion......................................... 3.7 3.8

$170.3 $193.9

To conform with prevailing industry practice, effective 
January 1, 1972, the Company changed from the sum of the 
years digits method to the straight line method of computing 
depreciation for financial statement purposes on most domes
tic assets placed in service on or after that date. The change 
resulted in reduced depreciation charges of $12.7 and $5.0 
and increases in net income of $6.6 and $2.6, or 20 and 8 
cents per share for 1973 and 1972, respectively.

The Company continued the use of the sum of the years 
digits method of computing depreciation on most domestic 
assets placed in service prior to 1972. The excess of depre
ciation provided by this method over straight line depreciation 
on such assets was $6.3 in 1973 and $13.0 in 1972.

OTHER MODIFICATIONS OF STANDARD 
FORM AUDITORS’ REPORT

Q ualification  As To Prior Y ear’s S tatem ents  
Rem oved

Monsanto Company:

We have examined the accompanying consolidated finan
cial statements (pages 24 through 33) of Monsanto Company 
and Subsidiaries for the years ended December 31, 1973 
and 1972. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly in
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances.

In our opinion, such financial statements present fairly the 
consolidated financial position of Monsanto Company and 
Subsidiaries at December 31 , 1973 and 1972 and the results 
of their operations and changes in their financial position for 
the years then ended, in conformity with generally accepted 
accounting principles consistently applied during the period 
subsequent to the change, with which we concur, made as of 
January 1, 1972, in the method of computing depreciation 
explained on page 30 in the notes to financial 
statements.— Accountants’ Opinion.

Filter Dynamics International, Inc.
Cleveland, Ohio

We have examined the consolidated balance sheet of FIL
TER DYNAMICS INTERNATIONAL, INC. AND SUB
SIDIARIES as of November 30, 1973 and 1972 and related 
consolidated statements of income, retained earnings, capi
tal in excess of par value and changes in financial position for 
the years then ended. Our examination was made in accor
dance with generally accepted auditing standards and ac
cordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
in the circumstances. We did not examine the financial 
statements of E-T Industries, Inc., for the two years nor the 
financial statements of Battery Systems, Inc. and Grand Saf
gard Automotive Products, Inc., for the year ended 
November 30, 1972. For the current year E-T Industries, Inc., 
total assets and sales constituted 17% and 20%, respectively 
of the consolidated totals and for the prior year the three 
companies total assets and sales constituted 27% and 33%, 
respectively of the consolidated totals. These statements 
were examined by other auditors whose reports thereon have 
been furnished to us and our opinion expressed herein, in
sofar as it relates to the amounts included for the above 
mentioned subsidiaries, is based solely upon the reports of 
the other auditors.
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Last year our opinion on the financial statements was sub
ject to the consummation of the sale of certain assets of a 
subsidiary. During the fiscal year ended November 30 , 1973, 
this incertainty has been resolved as referred to in Note 5 
thereby removing the qualification of our opinion for the fiscal 
year ended November 30, 1972.

In our opinion, based upon our examination and the reports 
of other auditors referred to above, the aforementioned fi
nancial statements present fairly the consolidated financial 
position of Filter Dynamics International, Inc. and Sub
sidiaries at November 30, 1973 and 1972 and the consoli
dated results of their operations and the consolidated 
changes in their financial position for the years then ended in 
conformity with generally accepted accounting principles ap
plied on a consistent basis.— Report of Independent Cer
tified Public Accountants.

In our opinion, the financial statements referred to above 
present fairly the financial position of Tenneco Inc. and sub
sidiary companies as of December 31, 1973, and the results 
of operations and the changes in financial position on a con
solidated basis for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year.

We have previously examined and reported on the finan
cial statements for the year ended December 31, 1972. Our 
opinion on such statements was qualified with respect to the 
effect of the final resolution of (1) the treatment of the cost 
pertaining to an LNG plant abandonment and (2) the then 
application for rate regulation and litigation applicable to 
Channel Industries Gas Company. Final resolution of these 
matters was made in 1973, as explained in Notes 3 and 5 to 
the financial statements.

To the Shareholders and Board of Directors 
Fairchild Camera and Instrument Corporation

We have examined the consolidated balance sheets of 
Fairchild Camera and Instrument Corporation and its sub
sidiaries as of December 30, 1973 and December 31, 1972, 
and the related consolidated statements of income, 
shareholders’ equity and changes in financial position for the 
years then ended. Our examinations were made in accor
dance with generally accepted auditing standards and ac
cordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
in the circumstances.

The opinion in our report dated January 24, 1973 on the 
Company’s 1972 consolidated financial statements was qual
ified with respect to the uncertainty of the effect, if any, of a 
potential assessment of additional income taxes for prior 
years proposed by the Internal Revenue Service. Because of 
developments described in Note 2, the qualification of our 
opinion as to this matter is removed.

In our opinion, the consolidated financial statements ex
amined by us present fairly the financial position of Fairchild 
Camera and Instrument Corporation and its subsidiaries at 
December 30, 1973 and December 31, 1972, the results of 
their operations and the changes in financial position for the 
years then ended, in conformity with generally accepted ac
counting principles consistently applied.— Report of Inde
pendent Accountants.

To the Stockholders and Board of Directors 
Tenneco Inc.:

We have examined the consolidated balance sheet of 
Tenneco Inc. (a Delaware corporation) and subsidiary com
panies as of December 31, 1973, and the related consoli
dated statements of income, retained earnings, capital stock 
and premium on capital stock and other capital surplus, and 
changes in financial position for the year then ended. Our 
examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances.

Justification  o f D eparture from  G A A P

Board of Directors and Shareholders 
Aeronca, Inc.
Torrance, California

We have examined the consolidated balance sheet of 
Aeronca, Inc. and subsidiaries as of December 31, 1973 and 
1972 and the related statements of operations, stockholders’ 
equity and changes in financial position for the years then 
ended. Our examination was made in accordance with gen
erally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circum
stances.

In October, 1973, the Company extinguished a substantial 
amount of debt through a direct exchange of new equity sec
urities. Application of Opinion No. 26 of the Accounting Prin
ciples Board to this exchange requires that the excess of the 
debt extinguished over the present value of the new sec
urities should be recognized as a gain in the period in which 
the extinguishment occurred. While it is not practicable to 
determine the present value of the new equity securities is
sued, such value is at least $2,000,000 less than the face 
amount of the debt extinguished. It is the opinion of the 
Company’s Management, an opinion with which we agree, 
that no realization of a gain occurred in this exchange (Note 
1), and therefore, no recognition of the excess of the debt 
extinguished over the present value of the new securities has 
been made in these financial statements.

The accompanying financial statements have been pre
pared on the basis of the continuation of the Company as a 
going concern and requires continued profitable operations, 
adequate financing of the L-1011 program by the customer 
and continued adequate financing by the credit grantors 
(Note 4).

In our opinion, subject to the comments in the preceding 
paragraph and the recovery of investments in certain aero
space programs (Note 3), the aforementioned consolidated 
financial statements present fairly the financial position of 
Aeronca, Inc. and subsidiaries at December 31, 1973 and 
1972, and the results of their operations and the changes in
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their financial position for the years then ended, in conformity 
with generally accepted accounting principles which, except 
for the change, with which we concur, in the method of pre
senting losses arising from the disposition of segments of the 
business (Note 2), have been applied on a consistent basis.

Comparability of Financial Statements

The Stockholders and Directors 
Rowan Companies, Inc.:

We have examined the consolidated balance sheet of 
Rowan Companies, Inc. and subsidiaries as of December 31, 
1973 and 1972, and the related statements of consolidated 
income, changes in stockholders’ equity, and changes in 
consolidated financial position for the two years ended De
cember 31, 1973. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances.

As explained in Note 2, one of the Company’s 50% owned 
companies in 1973 extended the composite useful service 
lives of certain drilling equipment from ten to twelve years 
and assigned salvage value to the equipment. This revision 
in estimated useful service lives and salvage value in our 
opinion does not represent a change in the consistent appli
cation of accounting principles but does affect the compara
bility of the financial statements.

In our opinion, the financial statements referred to above 
present fairly the financial position of the companies at De
cember 31, 1973 and 1972, and the results of their opera
tions and changes in their financial position for the two years 
ended December 31, 1973, in conformity with generally ac
cepted accounting principles applied on a consistent 
basis.— Opinion of Independent Certified Public Accoun
tants.

T A B L E  6 - 9 :  R E F E R E N C E S  T O  O T H E R  

S T A T E M E N T S  A N D  S C H E D U L E S
1973 1972 1971 1970

Auditors' Report Refers to:
Financial statements of finance- 

related subsidiaries..................... 25 24 24 27
Financial statem ents of o ther 

subsidiaries................................... 5 9 2 4
Historical summary........................... 6 6 6 5
Pro forma statements, etc............... 3 4 5 4

Tota l..................................................... 39 43 37 40

Separate Auditors' Report for:
Financial statements of finance- 

related subsidiaries.................. 6 5 6 5

Financial statements of other sub
sidiaries ...................................... 2 1 1 2

Financial statements of pension fund 
etc.................................................. 3 3 3 2

Total..................................................... 11 9 10 9

REFERENCES TO OTHER STATEMENTS 
AND SCHEDULES

Table 6-9 shows that ocassionally an auditors’ report refers 
to schedules and statements other than the basic financial 
statements (balance sheet, statements of income and re
tained earnings, and statement of changes in financial posi
tion). Table 6-9 shows also that in a very few instances an 
annual report will present both an auditors’ report covering 
the financial statements and schedules of a company and an 
auditors’ report covering a subsidiary or the company’s pen
sion plan. Examples of references to other schedules and 
statements and of separate auditors’ reports for a subsidiary 
follow.

Auditors’ Reports Refer to Separate Statements 
of Subsidiaries

The Board of Directors 
Anderson, Clayton & Co.:

We have examined the consolidated balance sheets of 
Anderson, Clayton & Co. and consolidated subsidiaries and 
the combined balance sheets of the Brazilian and Mexican 
subsidiaries of Anderson, Clayton & Co. as of June 30, 1973 
and June 30, 1972, and their related statements of income, 
retained earnings and changes in financial position for the 
years then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances.

In our opinion, the aforementioned financial statements 
present fairly the respective financial positions of Anderson, 
Clayton & Co. and consolidated subsidiaries and of the com
bined Brazilian and Mexican subsidiaries of Anderson, 
Clayton & Co. at June 30, 1973 and June 30, 1972, and the 
results of their operations and the changes in their financial 
positions for the years then ended, in conformity with gener
ally accepted accounting principles applied on a consistent 
basis.— Accountants’ Report.

Shareholders and Board of Directors 
Chrysler Corporation 
Detroit, Michigan

We have examined the accompanying consolidated bal
ance sheet of Chrysler Corporation and consolidated sub
sidiaries as of December 3 1 , 1973 and 1972, and the related 
statements of net earnings and changes in financial position 
for the years then ended. Our examination was made in ac
cordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 
and such other auditing procedures as we considered neces
sary in the circumstances. We performed similar examina
tions of the balance sheets of Chrysler Financial Corporation 
and consolidated subsidiaries and Chrysler Realty Corpora
tion and consolidated subsidiaries as of December 31, 1973 
and 1972, and the related statements (not shown here) of net
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earnings and changes in financial position for the years then 
ended.

In our opinion, the financial statements referred to above 
present fairly the financial position of Chrysler Corporation 
and consolidated subsidiaries, Chrysler Financial Corpora
tion and consolidated subsidiaries and Chrysler Realty Cor
poration and consolidated subsidiaries at December 31, 
1973 and 1972, and the respective results of their operations 
and changes in their financial positions for the years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis.

subsidiary companies at December 31, 1973 and 1972, and 
the consolidated results of their operations and changes in 
financial position for the years then ended, in conformity with 
generally accepted accounting principles applied on a consis
tent basis. Also, in our opinion, the operating and financial 
review information in the ten-year digest on pages 8-A and 
9-A, after restatement for the 1973 poolings of interests, pre
sents fairly on a consistent basis the information included 
therein.— Auditors’ Report.

Board of Directors and Shareholders 
Evans Products Company 
Portland, Oregon

We have examined the balance sheet of Evans Products 
Company and Consolidated Subsidiaries and the combined 
balance sheet of the Company’s Finance and Leasing Sub
sidiaries as of December 31, 1973 and 1972, and the related 
statements of earnings, shareholders’ investment and 
changes in financial position for the years then ended. Our 
examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances.

In our opinion, the aforementioned financial statements 
present fairly the financial position of Evans Products Com
pany and Consolidated Subsidiaries and the combined finan
cial position of the Company’s Finance and Leasing Sub
sidiaries at December 31 , 1973 and 1972, and the respective 
results of their operations and the changes in their financial 
position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent 
basis.— Accountants’ Report.

Separate Auditors’ Reports for Other Statements

Board of Directors 
Republic Steel Corporation 
Cleveland, Ohio

We have examined the statement of assets of the Trust 
Fund under the 1950 and 1970 Pension Plans of Republic 
Steel Corporation as of December 31, 1973 and 1972, and 
the related statement of changes in fund balance for the 
years then ended. Our examinations were made in accor
dance with generally accepted auditing standards, and ac
cordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
in the circumstances.

In our opinion, the aforementioned financial statements 
present fairly the assets of the Trust Fund at December 31, 
1973 and 1972, and the changes in fund balance for the 
years then ended, in conformity with generally accepted ac
counting principles applied on a consistent 
basis.— Accountants’ Report.

Auditors’ Report Refers to Historical Summary

To the Shareholders and the Board of Directors 
Hercules Incorporated 
Wilmington, Delaware

We have examined the consolidated financial statements 
of Hercules Incorporated and wholly owned subsidiary com
panies for the year ended December 3 1 , 1973. Our examina
tion was made in accordance with generally accepted audit
ing standards, and accordingly includes such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances. We previ
ously examined and reported upon the consolidated financial 
statements of Hercules Incorporated for 1972, which have 
been restated to reflect the poolings of interests, as de
scribed in Note 1.

In our opinion, the accompanying consolidated balance 
sheet and related consolidated statements of income, stock
holders’ equity and changes in financial position (pages 3-A 
to 7-A and 10-A to 13-A) present fairly the consolidated fi
nancial position of Hercules Incorporated and wholly owned

To the Board of Directors 
Winnebago Acceptance Corporation 
Forest City, Iowa

We have examined the accompanying balance sheets of 
Winnebago Acceptance Corporation, a wholly-owned sub
sidiary of Winnebago Industries, Inc. as of February 26, 1972 
and February 24 , 1973 and the related statements of income, 
reinvested earnings (deficit) and changes in financial position 
for the period from October 30, 1971 (inception) to February 
26, 1972 and the year ended February 24, 1973. Our exami
nation was made in accordance with generally accepted au
diting standards, and accordingly included such tests of the 
accounting records and such other auditing procedures as 
we considered necessary in the circumstances.

In our opinion, subject to any adjustments which may result 
from the final disposition of the litigation described in Item 5 
elsewhere in this Form 10-K, the financial statements men
tioned above present fairly the financial position of Win
nebago Acceptance Corporation at February 26, 1972 and 
February 24, 1973 and the results of its operations and 
changes in its financial position for the period from October 
20, 1971 (inception) to February 26, 1972 and the year ended 
February 24, 1973, in conformity with generally accepted ac
counting principles applied on a consistent basis.— Report of 
Certified Public Accountants.
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REFERENCE TO PRIOR YEAR 
EXAMINATIONS

Section 535.01 of Statement on Auditing Standards No. 1 
states:

Where financial statements for the prior year are 
presented for comparative purposes, the independent 
auditor need not extend his opinion to cover them; 
where he has not made an examination of the prior 
year’s statements, there should be appropriate dis
closure in the statements or in the auditor’s report. 
Where the independent auditor presently has signific
ant exceptions or reservations as to the prior year’s 
statements, he should make appropriate disclosure in 
his report. Where he has made an examination for the 
prior year, he may prefer to disclose this fact by an 
addition to the standard scope paragraph stating that 
he has previously examined and reported on the prior 
year’s statements.

Statement on Auditing Standards No. 2, if issued in the 
form in which it has been exposed for public comment, would 
supersede Section 535.01. SAS No. 2 would require an au
ditor to report on financial statements for a prior year, if ex
amined by him, when presented with those of the current 
year.

Table 6-10 shows a significant increase during the 
1970-1973 period in the number of auditors’ reports making 
reference to the prior year examination. This increase cor
responds with an SEC requirement that Form 10-K include 
comparative financial statements for fiscal years ending after 
December 30, 1970 which, as shown in Table 1-6, led to a 
large increase in the number of survey companies presenting 
comparative financial statements in their annual reports.

Examples of references by the current year auditors to 
their prior year examination have been presented throughout 
Section 6 of this book. Occasionally a company will change 
auditors. Examples of references by the current year auditors 
to the examination of prior year statements by predecessor 
auditors follow.

TABLE 6-10: REFERENCES TO PRIOR YEAR 
EXAMINATIONS

Change of Auditors Disclosed in Auditors’ Report

The Board of Directors and Shareholders 
Allied Mills, Inc.

We have examined the accompanying consolidated bal
ance sheet of Allied Mills, Inc. at March 31, 1973 and the 
related consolidated statements of earnings and retained 
earnings and changes in financial position for the nine 
months then ended. Our examination was made in accor
dance with generally accepted auditing standards, and ac
cordingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
in the circumstances.

Reference to prior year examination
1973

552
1972

537
1971
499

1970
260

No reference to p rio r year 
examination................................. 42 57 95 335

Reference to historical summary ... 6 6 6 5
Total Companies................................. 600 600 600 600

In our opinion, the statements mentioned above present 
fairly the consolidated financial position of Allied Mills, Inc. at 
March 31, 1973 and the consolidated results of operations 
and changes in financial position for the nine months then 
ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the pre
ceding year.

The consolidated financial statements at June 30, 1972 
and for the year then ended were examined by other inde
pendent public accountants.— Report of Certified Public Ac
countants.

Board of Directors 
F&B/CECO Industries, Inc.

We have examined the consolidated balance sheet of 
F&B/CECO Industries, Inc. and Subsidiaries as at May 31, 
1973 and the related consolidated statements of income, 
shareholders’ equity and changes in financial position for the 
year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the cir
cumstances.

We did not examine the financial statements of F&B/CECO 
of California, Inc., Bardwell and McAlister, Inc. and Photo- 
Technical Advertising & Publishing Co., Inc., consolidated 
subsidiaries, which statements reflect total assets and rev
enues constituting 38% and 39%, respectively, of the related 
consolidated totals. These statements were examined by 
another auditor whose report thereon has been furnished to 
us and our opinion expressed herein, insofar as it relates to 
the amounts included for the aforementioned companies, is 
based solely upon the report of the other auditor. The con
solidated financial statements for the year ended May 31, 
1972 were examined by another auditor.

In our opinion, based upon our examination and the report 
of another auditor, the financial statements referred to above 
present fairly the consolidated financial position of 
F&B/CECO Industries, Inc. and Subsidiaries at May 31, 1973 
and the consolidated results on their operations and changes 
in financial position for the year then ended, in conformity 
with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year.— Report of 
Independent Certified Public Accountants.
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To the Board of Directors 
Whittaker Corporation

We have examined the consolidated balance sheet of 
Whittaker Corporation and consolidated subsidiaries as of 
October 31, 1973 and the related consolidated statements of 
operations, additional paid-in capital, retained earnings and 
changes in financial position for the year then ended. Our 
examination was made in accordance with generally ac
cepted auditing standards and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances. 
The consolidated financial statements of Whittaker Corpora
tion for the year ended October 31, 1972 were examined by 
other public accountants and are presented for comparative 
purposes only.

In our opinion, the aforementioned consolidated financial 
statements for the year ended October 31, 1973 present 
fairly the consolidated financial position of Whittaker Corpora
tion and consolidated subsidiaries at October 31, 1973 and 
the consolidated results of their operations and changes in 
financial position for the year then ended, in conformity with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year.

Change of Auditors Disclosed in Financial 
Statements

MILTON ROY COMPANY (DEC)

Notes to Consolidated Financial Statements
Note 10: Prior year financial statements— The consoli

dated financial statements of Milton Roy Company for the 
year 1972 were examined by other independent certified pub
lic accountants.

Report of Predecessor Auditors Presented

To the Stockholders and the Board of Directors 
Engelhard Minerals & Chemicals Corporation:

We have examined the consolidated balance sheet of 
Engelhard Minerals & Chemicals Corporation (a Delaware 
corporation) and subsidiaries as of December 31, 1973 and 
the related consolidated statements of earnings, retained 
earnings, additional paid-in capital and changes in financial 
position for the year then ended. Our examination was made 
in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting re
cords and such other auditing procedures as we considered 
necessary in the circumstances.

In our opinion, the financial statements referred to above 
present fairly the financial position of Engelhard Minerals & 
Chemicals Corporation and subsidiaries as of December 31, 
1973 and the results of their operations and the changes in 
their financial position for the year then ended, in conformity 
with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year.

The Stockholders and Board of Directors 
Engelhard Minerals & Chemicals Corporation:

We have examined the consolidated balance sheet of 
Engelhard Minerals & Chemicals Corporation and sub
sidiaries as of December 31, 1972 and the related state
ments of earnings, retained earnings, additional paid-in capi
tal and changes in financial position for the year then ended. 
Our examination was made in accordance with generally ac
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro
cedures as we considered necessary in the circumstances.

In our opinion, the aforementioned financial statements 
present fairly the financial position of Engelhard Minerals & 
Chemicals Corporation and subsidiaries at December 31, 
1972 and the results of their operations and the changes in 
their financial position for the year then ended, in conformity 
with generally accepted accounting principles applied on a 
basis consistent with that of the preceding year.

NUMBER OF ACCOUNTING FIRMS

There are 82 certified public accounting firms represented 
among the 600 companies included in the current survey.

It was noted that 10 companies had made a change of 
auditors during the year. However, it may be mentioned that 
a change of auditors does not necessarily mean a change in 
the number of accounting firms represented.
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Appendix of 600 Companies

List o f 600 C om panies on W hich  Tabu la tions are Based
(In this edition, companies have been assigned the same number as in the Twenty-Seventh (1973) edition. Eighteen companies 
included in the 1973 edition have been eliminated and their numbers left unused. The companies selected as replacements have 
been assigned numbers 756 to 770, inclusive. Companies numbered out of alphabetical order are shown in italics and have been 
given an additional listing in alphabetical order.)

Co. No.

*Month 
in which 

fiscal year 
ends Co. No.

*Month 
in which 

fiscal year 
ends

1

3
4

5

6

8
9

10

11
13
15
16
17
18
19
20 
21 
22 
23

25

26
27
28 
29

ACF Industries, Incorporated —  see 3 
AMF Incorporated —  see 33 
AMP Incorporated and Pamcor, Inc. — see 49  
ASG Industries, Inc. —  see 40
Abbott Laboratories............................................  12
Aberdeen Manufacturing Corporation —  

see 716
ACF Industries, Incorporated............................  12
Acme Markets, Inc..............................................  3
Action Industries, Inc. —  see 756
Adams-Millis Corporation.....................   12
Adams-Russell Co., Inc. — see 741
Addressograph Multigraph Corporation.............  7
Aerosol Techniques, Incorporated — see 602
Air Products and Chemicals, Inc........................  9
Airco, Inc.............................................................  12
Akzona Incorporated —  see 30
Alan Wood Steel Company................................  12
Albertson’s, Inc. — see 603
Allegheny Ludlum Industries, Inc.......................  12
Allied Chemical Corporation...............................  12
Allied Mills, Inc.................................................... 3
Allied Stores Corporation..... .............................. 1
Allis-Chalmers Corporation................................  12
Alpha Portland Industries, Inc............................  12
Aluminum Company of America........................  12
The Amalgamated Sugar Company...................  9
Amerada Hess Corporation................................  12
American Air Filter Company, Inc......................  10
American Bakeries Company.............................  12
American Beef Packers, Inc. — see 717
American Biltrite Inc............................................ 12
American Brands, Inc. —  see 45 
American Building Maintenance Industries —  

see 605
American Can Company....................................  12
American Chain & Cable Company, Inc............  12
American Cyanamid Company..........................  12
The American Distilling Company......................  9

30

31
32
33
34
35
36
39
40
41
42
43

44
45
47
48
49

51
52

53
55
56

57
58
59

60 
62
64
65
66
67
68

Akzona Incorporated..........................................  12
American Electronic Laboratories, Inc. —  

see 701
American Home Products Corporation..............  12
American Hospital Supply Corporation..............  12
AMF Incorporated..............................................  12
American Maize-Products Company..................  12
American Metal Climax, Inc................................ 12
American Motors Corporation............................  9
American Standard Inc......................................  12
ASG Industries, Inc............................................  12
American Seating Company..............................  12
The American Ship Building Company..............  9
American Smelting and Refining Company....... 12
American Standard Inc. —  see 39
Amstar Corporation............................................  6
American Brands, Inc.........................................  12
Ametek, Inc.........................................................  12
Ampex Corporation............................................  4
AMP Incorporated and Pamcor, Inc..................  12
Amstar Corporation —  see 44
AMSTED Industries Incorporated......................  9
The Anaconda Company...................................  12
Anchor Coupling Co. Inc. — see 606
Anchor Hocking Corporation..............................  12
Anderson, Clayton & Co..................................... 6
Anheuser-Busch, Incorporated...........................  12
The Ansul Company —  see 607
Apco Oil Corporation..........................................  12
Archer Daniels Midland Company.....................  6
Arden-Mayfair, Inc..............................................  12
Armada Corporation —  see 67
Armco Steel Corporation....................................  12
Armstrong Cork Company..................................  12
The Arundel Corporation....................................  12
Arvin Industries, Inc............................................  12
Ashland Oil, Inc.........................   9
Armada Corporation...........................................  12
Associated Dry Goods Corporation...................  1

*Months numbered in sequence, January through December



432 Appendix of 600 Companies

Co. No.

*Month 
in which 

fiscal year 
ends Co. No.

69
71
72
73
74
75
76
77
78
79
80 
81
83
84

85
86
87
88 
89

91

92
95
96

97
98

99 
100 
101

103
105

106
107
108
109

110 
111
113
114
115

116
118
120
122
123
124 
126 
127

Atlantic Richfield Company................................
Avco Corporation................................................
Avon Products, Inc.............................................
The Babcock & Wilcox Company......................
Baker Oil Tools, Inc............................................
The Barden Corporation.....................................
Basic Incorporated.............................................
Bates Manufacturing Company, Incorporated ....
Bath Industries, Inc.............................................
Bausch & Lomb Incorporated............................
Bayuk Cigars Incorporated.................................
Beatrice Foods Co..............................................
Beech Aircraft Corporation.................................
Squibb Corporation............................................
Belden Corporation — see 610
Belding Heminway Company, Inc......................
Bell & Howell Company.....................................
Bemis Company, Inc..........................................
The Bendix Corporation.....................................
Bethlehem Steel Corporation.............................
Bird & Son, inc. —  see 92
The Black and Decker Manufacturing

Company.........................................................
Bird & Son, Inc...................................................
Bliss & Laughlin Industries Incorporated...........
Blue Bell, Inc.......................................................
Bobbie Brooks, incorporated — see 611
The Boeing Company........................................
The Bohack Corporation....................................
Boise Cascade Corporation — see 612
Bond Industries, Inc............................................
Borden, Inc.........................................................
Borg-Warner Corporation...................................
Bowne & Co., Inc. — see 718 
Brenco, Incorporated —  see 652
Briggs & Stratton Corporation............................
Bristol-Myers Company......................................
Bristol Products, inc. — see 742
Brockway Glass Company, Inc..........................
Brown & Sharpe Manufacturing Company........
Brown Group, Inc................................................
Brunswick Corporation.......................................
Buckbee-Mears Company — see 653
Bucyrus-Erie Company......................................
The Budd Company...........................................
Burlington Industries, Inc....................................
Burndy Corporation............................................
Burroughs Corporation.......................................
CPC International Inc. —  see 172 
CSC, Inc. — see 719
Cadence Industries Corporation —  see 572
Del Monte Corporation.......................................
Campbell Soup Company..................................
Cannon Mills Company......................................
The Carborundum Company..............................
Carnation Company...........................................
Carrier Corporation.............................................
Caterpiller Tractor Co.........................................
Celanese Corporation........................................

12
11
12
12
9

10
12
12
12
12
12

2
9

12

12
12
12
9

12

9
12
12
9

12
1

7
12
12

6
12

12
12
10
12

12
12
9

12
12

5
7

12
12
12
10
12
12

128 Central Soya Company, Inc...............................
130 Certain-teed Products Corporation....................
131 The Cessna Aircraft Company...........................

Champion International Corporation —
see 566

133 Champion Spark Plug Company........................
134 Chemetron Corporation......................................
135 Cherry-Burrell Corporation.................................

Chicago Bridge & iron Company —  see 654
136 Chicago Pneumatic Tool Company...................
137 Chock Full O’Nuts Corporation..........................
138 Chrysler Corporation..........................................

Citation Manufacturing Company, inc. —
see 743

139 Cities Service Company.....................................
140 City Stores Company.........................................
141 Clark Equipment Company................................

Clarostat Mfg. Co., Inc. — see 615
142 The Cleveland-Cliffs Iron Company...................
144 Cluett, Peabody & Co., Inc................................
145 The Coca-Cola Company................. .................
146 Colgate-Palmolive Company.............................
147 Collins & Aikman Corporation...........................
149 Colonial Stores Incorporated.............................
150 Great Western United Corporation...................
151 Colt Industries Inc.............................................
152 Columbia Broadcasting System, Inc.................
153 Combustion Engineering, Inc............................
154 Commercial Solvents Corporation....................

ConAgra, inc. —  see 406
157 North American Philips Corporation.................
158 Consolidated Foods Corporation......................
159 Sears Industries Inc...........................................
160 Consolidated Packaging Corporation................
163 Continental Can Company, Inc.........................
165 Continental Oil Company..................................
167 Control Data Corporation..................................
168 Cook Paint and Varnish Company....................
169 Cooper Industries, Inc.......................................
170 Copperweld Corporation...................................
171 Corning Glass Works........................................
172 CPC International Inc.........................................
173 Craddock-Terry Shoe Corporation....................
174 Crane Co...........................................................
175 Crown Central Petroleum Corporation..............
176 Crown Cork & Seal Company, Inc....................
177 Crown Zellerbach..............................................
180 Cummins Engine Company, Inc........................
183 Curtiss-Wright Corporation................................
185 Cyclops Corporation..........................................
186 Dan River Inc.....................................................

Dana Corporation —  see 656
Dart Drug Corporation — see 744 
Dart Industries Inc. —  see 467

187 Dayco Corporation............................................
188 Deere & Company..... ........................................

Del Monte Corporation — see 116
189 Dennison Manufacturing Company...................
191 Diamond International Corporation...................

Diamond Shamrock Corporation —  see 658

*Month 
in which 

fiscal year 
ends

8
.....  12

9

12
12
10

12
7

12

12
1

12

12
12
12
12
2

12
5 

12 
12 
12 
12

12
6 

12 
12 
12 
12 
12 
11 
12 
12 
12 
12
9

12
12
12
12
12
12
12
12

10
10

12
12

*Months numbered in sequence, January through December
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Co. No.

*Month 
in which 

fiscal year 
ends Co. No.

*Month 
in which 

fiscal year 
ends

193
195
197

198
199 
201 
202

204

205
206
207
208

210
213
214
215

218
220

221

222
223
224
225
226

227
228
229
230

231

232
233

235
236

Dictaphone Corporation.....................................  12
Walt Disney Productions....................................  9
The Dow Chemical Company............................  12
Doyle Dane Bernbach Inc. — see 616
Dravo Corporation..............................................  12
Dresser Industries, Inc........................................ 10
The Duplan Corporation.....................................  9
E. I. du Pont de Nemours & Company...............  12
The Duplan Corporation —  see 201 
ELTRA Corporation — see 213 
ERB Lumber Co. — see 745 
ESB Incorporated —  see 210
Eagle-Picher Industries, Inc...............................  11
Easco Corporation —  see 206
The Eastern Company.......................................  12
Easco Corporation.................................   12
Eastman Kodak Company.................................  12
Eaton Corporation..............................................  12
Electric Hose & Rubber Company —  

see 617
ESB Incorporated..............................................  3
ELTRA Corporation............................................  9
Emerson Electric Co........................................... .9
Emhart Corporation............................................  12
Empire Gas Corporation —  see 721 
Engelhard Minerals & Chemicals 

Corporation —  see 659 
Esmark, inc. — see 535 
Ethan Alan, inc. — see 746 
Ethyl Corporation —  see 660
Evans Products Company..................................  12
Ex-Cell-0 Corporation........................................  11
Extendicare, Inc. — see 702 
Exxon Corporation — see 518 
F&B/CECO industries inc. —  see 747 
FMC Corporation -  see 231 
Fairchild Camera and Instrument

Corporation.......................................................  12
Fairchild Industries, Inc.......................................... 12
Falstaff Brewing Corporation.................................  12
Fansteel Inc...........................................................  12
Fedders Corporation..........................................  8
Federated Department Stores, Inc.........................  1
Filter Dynamics International, Inc. —  

see 733
The Firestone Tire & Rubber Company................  10
First National Stores Inc.....................................  3
M.H. Fishman Co. Inc.............................................  12
The Flintkote Company.........................................  12
John Fluke Mfg. Co., Inc. — see 723
FMC Corporation..................................................  12
Food Fair Stores, Inc. — see 618
Foote Mineral Company........................................  12
Ford Motor Company............................................  12
Foremost-McKesson, Inc. —  see 662
Freeport Minerals Company..................................  12
Fruehauf Corporation............................................  12
GAF Corporation —  see 240 
Gamble-Skogmo, Inc. —  see 724

238

239

240
241
245
246
247
248

249
250
251
252

253
254
255
256
257

258
259

262
263
264

265

267
268 
269

271
272
273

274
275
276
278
279
280 
282
284
285
286

Garlock Inc......................................................
Gearhart-Owen Industries, Inc. —  

see 758
General American Transportation

Corporation..................................................
GAF Corporation.............................................
General Host Corporation...............................
General Cigar Co., Inc....................................
General Dynamics Corporation........................
General Electric Company...............................
General Foods Corporation.............................
General Host Corporation —  see 241
General Mills, Inc.............................................
General Motors Corporation.............................
General Resources Corporation......................
General Refractories Company........................
General Resources Corporation —  see 251
General Signal Corporation.............................
The General Tire & Rubber Company............
GENESCO Inc..................................................
Georgia-Pacific Corporation.............................
Gerber Products Company..............................
Getty Oil Company —  see 620 
Giant Food Inc. — see 621
Giddings & Lewis, Inc......................................
The Gillette Company.....................................
Gloucester Engineering Co., inc. —  

see 759
Goldblatt Bros., Inc..........................................
The B. F. Goodrich Company.........................
The Goodyear Tire & Rubber Company.........
W.R. Grace & Co. — see 622
The Grand Union Company............................
Granger Associates —  see 623
Graniteville Company......................................
W. T. Grant Company.....................................
The Great Atlantic & Pacific Tea

Company, Inc...............................................
Great Western United Corporation —  

see 150
The Greyhound Corporation —  see 735
Gruen Industries, Inc.......................................
Grumman Corporation.....................................
Gulf Oil Corporation........................................
Gulf & Western Industries, Inc. —  

see 624
HMW Industries — see 276
W. F. Hall Printing Company —  see 275
Halliburton Company.......................................
W. F. Hall Printing Company..........................
HMW Industries, Inc........................................
Harnischfeger Corporation..............................
Harris-Intertype Corporation............................
Harsco Corporation.........................................
Hart Schaffner & Marx....................................
Hazeltine Corporation......................................
H. J. Heinz Company......................................
Hercules Incorporated.....................................
Herff Jones Co. —  see 725

12

12
12
12
12
12
12
3

5
12
10
12

12
11
7

12
3

12
12

1
12
12

12
1

3
12
12

12
3 
1

10
6

12
11
12
4 

12

*Months numbered in sequence, January through December
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*Month 
in which 

fiscal year
Co. No. ends

287 Hershey Foods Corporation...............................  12
288 Hewlett-Packard Company.................................  10

Hobart Corporation —  see 290
290 The Hobart Manufacturing Company................  12
291 Hoffman Electronics Corporation.......................  12
292 Holly Sugar Corporation.....................................  3

Homasote Company —  see 666
HON Industries, Inc. — see 726

293 Honeywell Inc.....................................................  12
295 The Hoover Company........................................  12
296 Geo. A. Hormel & Company..............................  10
297 Houdaille Industries, Inc.....................................  12
298 Howmet Corporation..........................................  12

The Hubinger Company — see 760
299 Hudson Pulp & Paper Corp................................ 12

Humana Inc. — see 702
Philip A. Hunt Chemical Corporation —  

see 736
300 Norton Simon Inc................................................  6
302 Hygrade Food Products Corporation.................  10

Illinois Central Industries, Inc. —
see 761

303 Indian Head Inc.................................................  11
304 Ingersoll-Rand Company....................................  12
305 Inland Steel Company..........................................  12
306 Inmont Corporation.............................................  12

Insilco Corporation — see 313
307 Interco Incorporated...........................................  2
308 Interlake, Inc.......................................................  12
309 International Business Machines

Corporation.....................................................  12
310 International Harvester Company......................  10
311 International Minerals & Chemical

Corporation.....................................................  6
International Multifoods Corporation —  

see 667
312 International Paper Company............................  12
313 Insilco Corporation.............................................  12

International Telephone and Telegraph
Corporation —  see 668 

Interphoto Corporation —  see 669
314 Interstate Brands Corporation............................  12

Iowa Beef Processors, Inc. — see 670
IPCO Hospital Supply Corporation —  

see 627
Charles Jacquin et Cie., Inc. — see 748

315 Jantzen Inc.........................................................  8
Jewel Companies, Inc. — see 671

316 Jim Walter Corporation......................................  8
317 Johns-Manville Corporation................................  12
318 Johnson & Johnson............................................  12
320 Joslyn Mfg. and Supply Co................................  12
321 Joy Manufacturing Company.............................  9
322 Kaiser Aluminum & Chemical Corporation........  12
323 Kellogg Company...............................................  12
326 Kennecott Copper Corporation..........................  12
327 Keystone Consolidated Industries, Inc...............  6
328 Walter Kidde & Company, Inc............................  12
329 Kimberly-Clark Corporation................................ 12

*Month 
in  which

fiscal year
Co. No. ends

Knape & Vogt Manufacturing Company —  
see 762

330 Koppers Company, Inc.................................  12
Kraftco Corporation —  see 397

331 S. S. Kresge Company......................................  1
332 The Kroger Co.............................................  12
333 Kuhlman Corporation.........................................  12

The LTV Corporation —  see 628
La Maur Inc. — see 673 
Lafayette Radio Electronics Corporation —  

see 672
334 Lear Siegler, Inc.................................................  6

Lee Enterprises, Incorporated —  see 763
335 Lehigh Portland Cement Company....................  12

Leslie Fay Inc. —  see 674
336 Leslie Salt Co.....................................................  12

Levi Strauss & Co. — see 749
338 Libbey-Owens-Ford Company...........................  12
339 Libby, McNeil & Libby........................................  6
340 Liggett & Myers Incorporated.............................  12
341 Eli Lilly and Company........................................  12

Lily Lynn, Inc. — see 764
J. B. Lippincott Company — see 750

344 Litton Industries, Inc...........................................  7
345 Lockheed Aircraft Corporation...........................  12

Loews Corporation —  see 705
347 Lone Star Industries, Inc.................................... 12

Louisville Cement Company —  see 630 
Lowe’s Companies, Inc. — see 706

349 Lukens Steel Company......................................  12
Lykes-Youngstown Corporation —  see 707 
Lynch Corporation —  see 751
MCA Inc. —  see 364 
MPB Corporation —  see 765 
MSL industries, Inc. — see 391 
MWA Company —  see 635

350 The Macke Company.........................................  9
352 R. H. Macy & Co., Inc........................................  7
353 The Magnavox Company...................................  12
354 P. R. Mallory & Co. Inc....................................... 12

Malone & Hyde, Inc. — see 675
The Maple Plain Company, Inc. —  

see 719
355 Marathon Oil Company......................................  12

Marcor Inc. —  see 386
356 Maremont Corporation.......................................  12

Marhoefer Packing Company, Inc. —
see 631

357 Marshall Field & Company.................................  1
358 Martin Marietta Corporation...............................  12
359 Masonite Corporation......................................... 8
361 The May Department Stores Company.............  1
362 Oscar Mayer & Co. Inc....................................... 10
363 The Maytag Company........................................  12
364 MCA Inc..............................................................  12
366 McCormick & Company, Incorporated...............  11

J. Ray McDermott & Co., Inc. — see 632
367 McDonnell Douglas Corporation........................  12
368 McGraw-Edison Company.................................  12

*Months numbered in sequence, January through December
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369 McGraw-Hill, Inc............................................ 12 Ogden Corporation —  see 639
372 The Mead Corporation....................................... 12 Ohio Ferro-Alloys Corporation —  see 682
373 Medusa Corporation........................................... 12 416 Olin Corporation..................................... ........... 12
374 Melville Shoe Corporation............................. 12 417 O’Sullivan Corporation........................... ...........  12
375 Merck & Co., Inc................................................. 12 418 Otis Elevator Company.......................... ...........  12
376 Meredith Corporation..................................... 6 419 Outboard Marine Corporation................ ...........  9
377 Metro-Goldwyn-Mayer Inc............................. 8 420 Owens-Illinois, Inc.................................. ...........  12
378 Midland-Ross Corporation............................. .... 12 Oxford Industries, Inc. —  see 640
379 Midwest Rubber Reclaiming Company......... .... 10 PPG Industries, inc. — see 443

Herman Miller, Inc. —  see 766 Pall Corporation — see 709
Milton Roy Company —  see 737 The Pantasote Company —  see 641

380 Minnesota Mining and Manufacturing 423 Parker-Hannifin Corporation................... ...........  6
Company.................................................... ..... 12 424 The Parker Pen Company..................... ...........  2

381 Mirro Aluminum Company............................. .... 12 Penn Fruit Co., Inc. — see 428
382 Mobil Oil Corporation.................................... .... 12 Penn Traffic Company — see 683
383 Mohasco Industries, Inc................................. .... 12 427 J. C. Penney Company, Inc................... ...........  1
384 The Mohawk Rubber Company.................... .... 12 428 Penn Fruit Co., Inc.................................. ........... 8

Molybdenum Corporation of America — 429 Pennwalt Corporation............................. ........... 12
see 676 430 Peoples Drug Stores, Incorporated......... ...........  12

Molycorp Inc —  see 676 431 PepsiCo Inc............................................ ...........  12
385 Monsanto Company...................................... 12 432 Pet Incorporated..................................... ................  3
386 Marcor Inc...................................................... 1 Pettibone Corporation —  see 684

Morse Electro Products Corp. —  see 677 433 Pfizer Inc................................................. ...........  12
Mosinee Paper Corporation —  see 752 434 Phelps Dodge Corporation..................... ........... 12

389 Motorola, Inc.................................................. ....  12 436 Philip Morris Incorporated...................... ........... 12
Mott’s Super Markets, inc. — see 678 437 Phillips Petroleum Company.................. ...........  12

390 Mount Vernon Mills, Inc................................. .... 12 439 The Pillsbury Company.......................... ...........  5
391 MSL Industries, Inc........................................ .... 12 441 Pitney-Bowes, Inc................................... ........... 12

Multi-Amp Corporation — see 767 443 PPG Industries, Inc................................ ........... 12
392 Munsingwear, Inc.......................................... ....  12 445 The Pittston Company........................................ 12
393 G. C. Murphy Company................................ 12 447 Polaroid Corporation.......................................... 12

NL industries, Inc. —  see 400 448 Portec, Inc............................................... ...........  12
394 Nabisco, Inc................................................... 12 Potlatch Corporation —  see 685

Narda Microwave Corporation —  see 768 Potter instrument Company, Inc. —
National Can Corporation —  see 637 see 642

395 The National Cash Register Company......... .... 12 450 Pratt & Lambert, Inc............................... ...........  12
397 Kraftco Corporation....................................... .... 12 Pratt-Read Corporation — see 713
398 National Distillers and Chemical 451 The Procter & Gamble Company........... ........... 6

Corporation..................................................... 12 452 Pullman Incorporated............................. ...........  12
399 National Gypsum Company.......................... 12 453 Purolator, Inc........................................... ........... 12
400 NL Industries, Inc........................................... 12 454 The Quaker Oats Company...............................  6
401 National Presto Industries, Inc...................... ..... 12 455 Quaker State Oil Refining Corporation... ........... 12
402 National Starch and Chemical Corporation ... .... 12 456 RCA Corporation.................................... ........... 12
403 National Steel Corporation............................ .... 12 457 Ralston Purina Company................................... 9
405 National Tea Co............................................ 3 458 Ranco Incorporated................................ ...........  9
406 ConAgra, Inc.................................................. 6 459 The Rath Packing Company.................. ........... 9

Neptune International Corporation — see 407 460 Raybestos-Manhattan, Inc...................... ........... 12
407 Neptune Meter Company.............................. ..... 12 RayGo, Inc. — see 729

New England Nuclear Corporation — 462 Raytheon Company................................ ........... 12
see 679 Reeves Brothers, Inc. — see 710

A. C. Nielsen Company —  see 680 463 Reliance Electric Company.................... ...........  10
North American Philips Corporation — 465 Republic Steel Corporation.................... ...........  12

see 157 467 Dart Industries Inc................................... ........... 12
413 Rockwell International Corporation............... 9 468 Rexnord Inc............................................ ...........  10
415 Northrop Corporation.......................................... 12 R. J. Reynolds Industries, Inc. —  see 470

Northwest industries, Inc. —  see 738 469 Reynolds Metals Company.................... ...........  12
Norton Simon, Inc. —  see 300 470 R. J. Reynolds Industries, Inc................ ...........  12
Occidental Petroleum Corporation — 472 Richardson-Merrell Inc........................... ...........  6

see 681 Richford Industries, Inc. —  see 686

*Months numbered in sequence, January through December
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474 Sybron Corporation............................................  12
475 H. H. Robertson Company.................................  12

Rockwell International Corporation —
see 413

476 Rohm and Haas Company.................................  12
Rowe Furniture Corporation — see 769
The Rucker Company —  see 643 
Russ Togs, Inc. — see 687 
SCM Corporation —  see 483 
SCOA Industries Inc. —  see 496 
SMC Industries, Inc. — see 739

479 Safeway Stores, Incorporated............................  12
480 St. Joe Minerals Corporation.............................  12
481 St. Regis Paper Company.................................  12

Sav-A-Stop, Incorporated —  see 711
483 SCM Corporation...............................................  6

Scope Industries —  see 730
484 Scott Paper Company........................................  12
485 Scovill Manufacturing Company.........................  12
487 Seaboard Allied Milling Corporation...................  5
488 G. D. Searle & Co..............................................  12

Sears Industries, Inc. — see 159
489 Sears, Roebuck and Co.....................................  1

Seton Company —  see 688
494 Shell Oil Company.............................................  12
495 The Sherwin-Williams Company........................  8
496 SCOA Industries Inc...........................................  1
497 The Signal Companies, Inc................................  12
498 Signode Corporation..........................................  12

Simkins Industries, Inc. — see 689
499 Simmons Company............................. ............... 12
500 Simplicity Pattern Co. Inc...................................  1
502 The Singer Company........................................  12
504 A. O. Smith Corporation.....................................  12
505 Snap-on Tools Corporation................................  12
506 Sola Basic Industries, Inc...................................  3
509 Sparton Corporation...........................................  6

Spencer Companies, Inc. —  see 691
The Sperry and Hutchinson Company —  

see 644
510 Sperry Rand Corporation...................................  3
511 Sprague Electric Company................................  12
512 Square D Company............................................  12

Squibb Corporation —  see 84
513 A. E. Staley Manufacturing Company................  9

Stanadyne, Inc. —  see 522
514 Standard Brands Incorporated...........................  12

Standard Container Company —  see 753 
Standard Motor Products, Inc. — see 645

516 Standard Oil Company of California..................  12
517 Standard Oil Company (Indiana).......................  12
518 Exxon Corporation..............................................  12
519 The Standard Oil Company

(an Ohio Corporation).....................................  12
521 Standard Pressed Steel Co................................ 12

The Standard Register Company —
see 712

522 Stanadyne, Inc.................................................... 12
Stanley Home Products, Inc. —  see 692

*Month 
in which 

fiscal year
Co. No. ends

523 Stanray Corporation...........................................  12
524 The L. S. Sterrett Company...............................  6

Sterling Drug Inc. — see 693
525 J. P. Stevens & Co., Inc.....................................  10
526 Stewart-Warner Corporation..............................  12
527 Stokely-Van Camp, Inc....................................... 5
528 Stone Container Corporation.............................  12

Struthers Wells Corporation — see 694
529 Studebaker-Worthington, Inc..............................  12
530 Sun Chemical Corporation.................................  12

Sun Oil Company —  see 532
531 Sundstrand Corporation.....................................  12
532 Sun Oil Company...............................................  12
534 The Superior Oil Company................................  12

Supermarkets General Corporation —
see 646

535 Esmark, Inc.........................................................  10
Sybron Corporation —  see 474
TRW Inc. —  see 548

537 Tecumseh Products Company...........................  12
Teledyne, Inc. —  see 695
Tenneco Inc. — see 647

538 Texaco Inc..........................................................  12
Texas Instruments Incorporated —  see 540

539 Texasgulf Inc......................................................  12
540 Texas Instruments Incorporated........................  12
541 Textron Inc.......................................................... 12
543 Time Incorporated..............................................  12
544 The Timken Company........... ............................. 12
545 Tobin Packing Co., Inc.......................................  10

Trans Union Corporation —  see 554
547 Triangle Industries, Inc.......................................  12

Triangle Pacific Corp. —  see 648
548 TRW Inc..............................................................  12
549 Twentieth Century-Fox Film Corporation...........  12

Tyson Foods, inc. —  see 740
550 UMC Industries, Inc............................................  12

USM Corporation —  see 563
UV Industries, Inc. —  see 569

551 Union Camp Corporation...................................  12
552 Union Carbide Corporation................................  12
553 Union Oil Company of California.......................  12
554 Trans Union Corporation....................................  12

Unifi, Inc. —  see 770
Uniroyal, Inc. — see 567

555 United Aircraft Corporation..............   12
United Brands Company —  see 601
United Foods, inc. —  see 649

560 United Merchants and Manufacturers, Inc.........  6
562 The United Piece Dye Works.............................  12
563 USM Corporation...............................................  2
564 United States Gypsum Company.......................  12
565 U. S. Industries, Inc............................................  12
566 Champion International Corporation..................  12
567 Uniroyal, Inc........................................................  12
568 The United States Shoe Corporation.................  7
569 UV Industries, Inc...............................................  12
570 United States Steel Corporation........................  12
571 United States Tobacco Company......................  12

*Months numbered in sequence. January through December
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572 Cadence Industries Corporation.......................  12
574 Universal Leaf Tobacco Company,

Incorporated....................................................  6
575 Utah-ldaho Sugar Company..............................  2
576 Varian Associates...............................................  9
577 Veeder Industries Inc.......................................... 12

Velvet-O’Donnell Corporation —  see 754
578 The Vendo Company.........................................  12

Victor Comptometer Corporation —
see 697

580 Walgreen Co......................................................  9
Jim Waiter Corporation — see 316

582 Ward Foods, Inc..............................   12
Warner Communications inc. —  see 728

584 Warner-Lambert Company................................  12
Weight Watchers International, Inc. —  

see 755
586 Westinghouse Electric Corporation...................  12
587 West Point-Pepperell, Inc...................................  8

Westinghouse Electric Corporation —
see 586

588 Westvaco Corporation........................................  10
589 Weyerhaeuser Company....................................  12
590 Wheeling-Pittsburgh Steel Corporation..............  12

Whirlpool Corporation —  see 650
White Consolidated Industries, Inc. —  

see 698
591 White Motor Corporation....................................  12

Whittaker Corporation —  see 699
Winn-Dixie Stores, Inc. —  see 714 
Winnebago Industries, Inc. — see 715

594 F. W. Woolworth Co........................................... 1
596 Wm. Wrigley Jr. Company.................................  12
597 The Wurlitzer Company.....................................  3
598 Xerox Corporation..............................................  12
600 Zenith Radio Corporation..................................  12

A D D ED  FO R 1968 ED ITIO N
601 United Brands Company...................................  12
602 Aerosol Techniques, Incorporated....................  9
603 Albertson’s, Inc...................................................  1
605 American Building Maintenance Industries...... 10
606 Anchor Coupling Co. Inc....................................  6
607 The Ansul Company...........................................  12
610 Belden Corporation............................................  12
611 Bobbie Brooks, Incorporated...........................  4
612 Boise Cascade Corporation..............................  12
615 Clarostat Mfg. Co., Inc.......................................  12
616 Doyle Dane Bernbach Inc..................................  10
617 Electric Hose & Rubber Company....................  8
618 Food Fair Stores, Inc.......................................... 7
620 Getty Oil Company.............................................  12
621 Giant Food Inc....................................................  4
622 W. R. Grace & Co............................................... 12
623 Granger Associates...........................................  8
624 Gulf & Western Industries, Inc............................ 7

*Month 
in which 

fiscal year
Co. No. ends

627 IPCO Hospital Supply Corporation....................  6
628 The LTV Corporation..........................................  12
630 Louisville Cement Company..............................  12
631 Marhoefer Packing Company, Inc.....................  10
632 J. Ray McDermott & Co., Inc.............................  3
635 MWA Company.................................................  6
637 National Can Corporation.................................  12
639 Ogden Corporation............................................  12
640 Oxford Industries, Inc.........................................  5
641 The Pantasote Company...................................  12
642 Potter Instrument Company, Inc......................... 6
643 The Rucker Company........................................  12
644 The Sperry and Hutchinson Company..............  12
645 Standard Motor Products, Inc.....................   12
646 Supermarkets General Corporation...................  1
647 Tenneco Inc........................................................  12
648 Triangle Pacific Corp..........................................  12
649 United Foods, Inc...............................................  2
650 Whirlpool Corporation........................................  12

AD D ED  FO R 1969 ED ITIO N
652 Brenco, Incorporated.........................................  12
653 Buckbee-Mears Company.................................  12
654 Chicago Bridge & Iron Company......................  12
656 Dana Corporation..............................................  8
658 Diamond Shamrock Corporation.......................  12
659 Engelhard Minerals & Chemicals

Corporation.....................................................  12
660 Ethyl Corporation................................................ 12
662 Foremost-McKesson, Inc...................................  3
666 Homasote Company..........................................  12
667 International Multifoods Corporation..................  2
668 International Telephone and Telegraph

Corporation.....................................................  12
669 Interphoto Corporation.......................................  2
670 Iowa Beef Processors, Inc.................................  10
671 Jewel Companies, Inc........................................  1
672 Lafayette Radio Electronics Corporation........... 6
673 La Maur Inc........................................................  12
674 Leslie Fay Inc...................................................... 4
675 Malone & Hyde, Inc............................................ 6
676 Molybdenum Corporation of America...............  12
677 Morse Electro Products Corp............................. 3
678 Mott’s Super Markets, Inc..................................  12
679 New England Nuclear Corporation.................... 2
680 A  C. Nielsen Company..................................... 8
681 Occidental Petroleum Corporation.................... 12
682 Ohio Ferro-Alloys Corporation...........................  12
683 Penn Traffic Company....................................... 1
684 Pettibone Corporation........................................ 3
685 Potlatch Corporation.......................................... 12
686 Richford Industries, Inc......................................  12
687 Russ Togs, Inc.................................................... 1
688 Seton Company................................................. 12
689 Simkins Industries, Inc.......................................  9
691 Spencer Companies, Inc...................................  5

*Months numbered in sequence, January through December
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692 Stanley Home Products, Inc................... ........... 12 742 Bristol Products, Inc.................................. ........  12
693 Sterling Drug Inc..................................... ........... 12 743 Citation Manufacturing Company, Inc...... ........  6
694 Struthers Wells Corporation............................... 11 744 Dart Drug Corporation....................................... 3
695 Teledyne, Inc........................................... ........... 10 745 ERB Lumber Co........................................ ........  12
697 Victor Comptometer Corporation....................... 12 746 Ethan Allen, Inc.......................................... ........  9
698 White Consolidated Industries, Inc........ ........... 12 747 F&B/CECO Industries, Inc......................... ........  5
699 Whittaker Corporation........................................ 10 748 Charles Jacquin et Cie., Inc...................... ........  9

749 Levi Strauss & Co...................................... ........  11
750 J. B. Lippincott Company......................... ........  12
751 Lynch Corporation..................................... ........  12
752 Mosinee Paper Corporation...................... ......... 12

A D D ED  FO R 1970 EDITIO N 753 Standard Container Company.................. ........  9
701 American Electronic Laboratories, Inc. ............ 2 754 Velvet-O’Donnell Corporation.................... ........  10
702 Extendicare, Inc..................................................  8 755 Weight Watchers International, Inc........... ........  9
705 Loews Corporation............................................. 8
706 Lowe’s Companies, Inc...................................... 7
707 Lykes-Youngstown Corporation......................... 12
709 Pall Corporation................................................. 7
710 Reeves Brothers, Inc.............................. ...........  6 A D D ED  FO R 1974 ED ITIO N
711 Sav-A-Stop Incorporated...................................  8 756 Action Industries, Inc................................ .........  6
712 The Standard Register Company...................... 12 758 Gearhart-Owen Industries, Inc................. .........  1
713 Pratt-Read Corporation.......................... ...........  6 759 Gloucester Engineering Co., Inc.............. .........  6
714 Winn-Dixie Stores, Inc............................. ........... 6 760 The Hubinger Company........................... .........  12
715 Winnebago Industries, Inc...................... ...........  2 761 Illinois Central Industries, Inc................... .........  12

762 Knape & Vogt Manufacturing Company ...........  6
763 Lee Enterprises, Incorporated................. .........  9
764 Lily Lynn, Inc............................................. .........  11
765 MPB Corporation..................................... .........  3

A D D ED  FO R 1971 ED ITIO N 766 Herman M iller, Inc.................................... .........  5
716 Aberdeen Manufacturing Corporation.... ...........  12 767 Multi-Amp Corporation............................. .........  4
717 American Beef Packers, Inc................... ...........  5 768 Narda Microwave Corporation................ .........  6
718 Bowne & Co., Inc................................... ...........  10 769 Rowe Furniture Corporation.................... .........  11
719 CSC, Inc.................................................. ...........  5 770 Unifi Inc.................................................... .........  6
721 Empire Gas Corporation........................ ...........  6
723 John Fluke Mfg. Co., Inc........................ ...........  9
724 Gamble-Skogmo, Inc.............................. ...........  1
725 Herff Jones Co........................................ ...........  6
726 HON Industries, Inc................................ ...........  12
728 Warner Communications Inc.................. ...........  12 Companies Included in Twenty-Seventh Edition Not In

cluded in this Edition of the Survey729 RayGo, Inc.............................................. ...........  10
730 Scope Industries.................................... ...........  7

7 Admiral Corporation
104 The Bristol Brass Corporation
166 Continental Steel Corporation
184 Cutler-Hammer, Inc.

A D D ED  FO R 1972 ED ITIO N 260 Gimbel Brothers, Inc.
733 Filter Dynamics International, Inc.......... ............  11 324 Kelsey-Hayes Company
735 The Greyhound Corporation................. ............  12 438 Phoenix Steel Corporation
736 Philip A. Hunt Chemical Corporation.... ............  12 486 Ampco-Pitts burgh Corporation
737 Milton Roy Company............................ ............  12 625 Helena Rubinstein, Inc.
738 Northwest Industries, Inc....................... ............  12 634 Maule Industries, Inc.
739 SMC Industries, Inc............................... ............  8 651 Associated Products, Inc.
740 Tyson Foods, Inc................................... ............  9 655 Colonial Sand & Stone Co., Inc.

663 Rapid American Corporation
700 First Hartford Corporation
703 Hampton Shirt Co., Inc.
704 LaBarge, Inc.

A D D ED  FOR 1973 ED ITIO N 722 Essex International, Inc.
741 Adams-Russell Co., Inc......................... ............  9 732 Askin Service Corporation

*Months numbered in sequence, January through December
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Subject Index

ABNORMAL COSTS, see Extraordinary items: Restatement 
of prior period statements: Write-offs

ACCOUNTANTS, CHANGE IN, 429, 430 
ACCOUNTANTS’ REPORT, see Auditors’ Reports
ACCOUNTING CHANGES 

Auditors’ report refers to, 417-425 
Capitalization of costs previously expensed, 23 
Consolidation policy, 22, 334, 417 
Depreciation method, 24, 424
Determination of income before extraordinary items, 25, 

422, 423
Effect of prior year change on current year, 425
Film production costs, 417
Inventories, 17, 23, 338, 418, 423
Investment credit, 23
Investments, 335, 420
Pension costs, 249, 250
Real estate companies, 339, 418
Taxes on undistributed earnings, 419
Translation of foreign currencies, 421

ACCOUNTING ESTIMATE CHANGES 
Actuarial assumptions, 24, 249, 250 
Salvage value, 24
Useful life of depreciable assets, 427

ACCOUNTING INTERPRETATIONS 
Investment credit, 280 
Extraordinary items, 307 
Taxes on undistributed earnings, 284

ACCOUNTING POLICIES DISCLOSED, 11-18

ACCOUNTING PRINCIPLES BOARD OPINIONS 
No. 5— Leases, by lessee, 75 
No. 6— Foreign operations, 290 
No. 6— Property, plant, and equipment, 107 
No. 6— Treasury stock, 221 
No. 7— Leases, by lessor, 319 
No. 8— Pensions, 244 
No. 9— Prior period adjustments, 331 
No. 10— Liquidation preference of preferred stock, 197 
No. 10— Unconsolidated domestic subsidiaries, 120 
No. 11— Statement presentation of income taxes, 177, 

259, 272
No. 12— Allowances deducted from assets, 89, 102 
No. 12— Capital changes, 343 
No. 12— Disclosure of depreciable assets, 108 
No. 12— Disclosure of depreciation, 259 
No. 15— Capital structures, 191 
No. 15— Earnings per share, 311 
No. 15— Stock dividends and splits, 326, 343 
No. 16— Business combinations, 39, 331 
No. 17— Intangible assets, 72, 137 
No. 18— Equity method for investments, 72,120, 299,395, 

420
No. 19— Changes in financial position, 361,362, 368, 377, 

394
No. 20— Accounting changes, 22, 97, 331 
No. 21— Imputed interest rates, 73, 132, 153 
No. 22— Disclosure of accounting policies, 11 
Nos. 23 and 24— Taxes on undistributed earnings, 73,120, 

284, 419, 420
No. 25— Compensatory plans, 252 
No. 25— Income tax benefits relating to stock compensation 

plans, 73, 252
No. 26— Early extinguishment of debt, 426
No. 27— Manufacturer or dealer lessors, 319
No. 30— Discontinued operations, 74, 300, 423
No. 30— Extraordinary items, 306
No. 30— Non-extraordinary items, 24, 74, 226, 422, 423
No. 31— Leases, by lessee, 75, 165

A
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ACCOUNTING PRINCIPLES BOARD STATEMENTS 
No. 2— Disclosure by diversified companies, 24 
No. 3— Price level changes, 75 
No. 4— Definition of expenses, 231 
No. 4— Definition of revenue, 226

ACCOUNTING RESEARCH BULLETINS
No. 43 Chapter 2A Comparative statements, 6 
No. 43 Chapter 3A Cash surrender value of life insurance, 

136
No. 43 Chapter 3A Current liabilities, 145
No. 43 Chapter 3A Deferred charges, 142
No. 43 Chapter 3A Marketable securities, 81
No. 43 Chapter 3A Receivables, 132
No. 43 Chapter 4 Inventories, 90
No. 43 Chapter 6 Appropriated retained earnings, 204
No. 43 Chapter 9C Depreciation accounting, 259
No. 43 Chapter 11 Government contracts, 66
No. 43 Chapter 12 Foreign exchange, 290
No. 43 Chapter 13B Stock option plans, 211
No. 45 Long-term contracts, 297
No. 46 Dated retained earnings, 204
No. 50 Contingencies, 45
No. 51 Consolidation of subsidiaries, 31

ACCOUNTING SERIES RELEASES 
No. 147— Leases, by lessee, 165 
No. 149— Disclosure of income tax expense, 272

ACCOUNTING TERMINOLOGY BULLETINS 
Capital surplus, 202 
Earned surplus, 204 
Opinion of auditor, 401, 402 
Reserve, 190

ACCOUNTS PAYABLE, see Debt 
ACCOUNTS RECEIVABLE, see Receivables 
ACCUMULATED DEPRECIATION, see Depreciation 
ACQUISITIONS, see Poolings of interests; Purchase method
ACTUARIAL VALUATIONS, see Pension and retirement 

plans
ADDITIONAL CAPITAL 

Balance sheet title, 202-204 
Charges, 194, 348-360 
Credits, 194, 348-360 
Statement of changes, 324-360

ADJUSTMENTS, PRIOR PERIOD, see Restatement of prior 
period statements

ADVANCES 
Current assets, 98, 106 
Current liabilities, 151 
Noncurrent assets, 134-136

ADVERTISING, see Marketing Costs 
ADVERTISING COMMISSIONS, 12 
AFFILIATED COMPANIES, see Investments 
AGGREGATE NET INCOME, see Extraordinary items 
ALLOCATION OF INCOME TAXES, see Income taxes
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUN

TANTS, REFERENCES TO, See Accounting Interpre
tations; Accounting Principles Board Opinions; Ac
counting Principles Board Statements; Accounting 
Research Bulletins; Accounting Terminology Bulle
tins; Auditing Standards Executive Committee

AMERICAN STOCK EXCHANGE 
Listing of survey companies, 2

ANALYSIS OF WORKING CAPITAL ELEMENTS, 365, 367, 
395-400

ANTITRUST SUITS, 46-48, 59
APPLICATION OF FUNDS, see Statement of Changes in 

Financial Position
APPRECIATION OF INVENTORY, 93, 98
APPROPRIATIONS AND RESERVES, see Retained earn

ings
ARGENTINE PROPERTIES, 264 
ARREARAGES

Cumulative preferred dividends, 328, 329
ASSETS, DEPRECIABLE, see Property, plant, and equip

ment
ASSETS, INTANGIBLE, 137-141 
ASSETS, PLEDGED, see Collateral 

ASSOCIATED COMPANIES, see Investments 
AUDIT COMMITTEES, 14, 17
AUDITING PROCEDURES 

Inventory observation, 404 
Receivable confirmation, 404

AUDITING STANDARDS, 403
AUDITING STANDARDS EXECUTIVE COMMITTEE 

Adequate disclosure, 7 
Auditing standards, 403 
Confirmation of receivables, 404 
Consistency exceptions, 415, 416 
Observation of inventories, 404 
Other auditors, 404, 405 
Prior year examination, 429 
Short-form auditors’ report, 402 
Subsequent events, 60

AUDITORS’ REPORTS 
Addressee, 402
Consistency exceptions, 416-425 
Dating of opinion, 63, 64 
Disclaimer, 414
Intermediate paragraphs, 410-415, 417, 418, 420, 421, 

425-427, 429
Justification of departure from GAAP, 426 
Minor variations in report, 403 
Number of accounting firms, 430 
Prior period examinations, 429, 430 
Prior period qualification removed, 425, 426 
Qualification of opinion, 410-424 
Reference to comparability of statements, 427 
Reference to other auditors, 404-409 
Reference to other statements and schedules, 427, 428 
Reference to prior year accounting changes, 420,424,425 
Reference to restatement of prior year’s statements, 

417-420
Separate auditors’ report for other matters, 427, 428 
Short form, 402, 403 
Title of, 401, 402

AVERAGE COST, 93



Subject Index 4 4 1

B
BACKLOG INFORMATION, 68-70 
BAD DEBTS, 87, 89, 236
BALANCE SHEET 

Form, 79 
 Title, 79

BANK SUBSIDIARIES, 33, 34, 124 
BANKRUPT COMPANY PURCHASED, 42 

BLAST FURNACE EXPENDITURES, 23 
BONDS, see Debt
BONUS PAYMENTS, see Incentive compensation
BUSINESS COMBINATIONS, see Poolings of interests; 

Purchase method
BUSINESS LINE REPORTING, 24-30

CAPITAL CHANGES, see Additional capital; Common stock; 
Preferred stock

CAPITAL STOCK, see Common stock; Preferred stock 
CAPITAL STRUCTURE, 191-203 
CAPITAL SURPLUS, see Additional capital
CAPITAL, WORKING, see Statement of Changes in Financial 

Position
CAPITALIZATION OF INTEREST, 240, 241 
CARRYBACK OF OPERATING LOSSES, see Income taxes
CARRYFORWARD OF OPERATING LOSSES, see Income 

taxes
CASH

Current assets, 79, 80 
Noncurrent assets, 134-136

CASH DISCOUNTS, 70 
CASH FLOW, 394
CASH RESOURCES STATEMENT, see Statement of 

Changes in Financial Position
CASH SURRENDER VALUE OF LIFE INSURANCE, 136, 

137
CASUALTY LOSS, 310
CENTS OMITTED, 6
CERTIFICATES OF DEPOSITS, 79, 80
CHANGES IN ACCOUNTING, see Accounting changes
CHILEAN PROPERTIES, 411
CLAIMS AGAINST OTHER PARTIES, 58, 59
CLASSIFICATION OF COMPANIES 

Fiscal year endings, 5 
Industrial groups, 1 
Revenues, 1
Stock exchanges on which traded, 2

COLLATERAL, 81,85, 89,102,134,136,145,146,154,156, 
207

COMBINED STATEMENTS, 122, 126, 128, 427

COMMITMENTS 
Inventory, 64 
Investee, 49, 54 
Pledged donations, 47 
Property, 54

COMMITTEE ON AUDITING PROCEDURE, see Auditing 
Standards Executive Committee

COMMON STOCK 
Capital structure, 191-203 
Conversion of debt, 351, 352, 355-357, 392 
Conversion of preferred stock, 194, 348, 349, 392 
Employee plans, 350-353 
Escrow shares, 44, 136 
Public offering, 352, 359 
Purchased or retired, 324, 340, 341, 357 
Recapitalization, 65, 340, 358 
Statement of Changes in Financial Position, 385, 386 
Stock splits, 65, 343-348 
Subscriptions, 191, 192 
Treasury stock reclassification, 195 
Warrants, 194, 360

COMPANIES SELECTED FOR SURVEY, 1
COMPARABILITY OF FINANCIAL STATEMENTS, 427
COMPARATIVE STATEMENTS, 6 

See also— Restatement of prior period statements
COMPENSATING BALANCES, 79, 80, 146, 152, 155, 

159-164, 208
COMPENSATION, see Employees
COMPREHENSIVE ALLOCATION, see Income taxes
CONDEMNATION OF PROPERTY, 189
CONDENSED FINANCIAL STATEMENTS, 32, 35, 38, 124, 

419
CONFIRMATION OF RECEIVABLES, 404
CONGLOMERATE COMPANIES, see Business line report

ing
CONSENT ORDER, 132, 310
CONSIGNED INVENTORIES, 60
CONSOLIDATION OF SUBSIDIARIES 

Change in policy, 22, 334, 417 
Consolidation policy, 31-39 
Development stage company, 38 
Jointly owned facilities, 36, 37 
Partnership, 37
See also— Foreign operations; investments

CONSTANT DOLLAR, 76
CONSTRUCTION-TYPE CONTRACTS, 11, 297-299

c
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CONTINGENCIES 
Auditors’ opinion qualified, 410-415 
Contingent assets, 57-60 
Contingent liabilities, 32, 45-57, 282, 283 
Economic stabilization program, 52, 53, 412 
Energy, 55, 56
Environmental standards, 51, 52 
Guarantee of indebtedness, 47, 49, 173 
Income tax assessments, 49-51 
Income tax carryovers, 57, 58 
Investment credit carryovers, 57, 58, 309 
Litigation, 45-48, 55, 64, 153 
Plaintiff claims, 58, 59 
Proposed government regulation, 56, 57 
Receivables sold with recourse, 49, 51, 86, 87

CONTINUING OPERATIONS, see Discontinued operations 
CONTRA ACCOUNTS, 144
CONTRACTS 

Anticipated losses, 238 
Claims, 415
Construction-type, 11, 297-299 
Contract Settlement, 67 
Debt, 63
Foreign exchange, 296
Government, see U.S. Government contracts
Income recognition, 14
Purchase of assets, 135
Sale of cotton contract, 230
Sale of products, 142
Service, 152
Stock purchase, 134
Timber cutting, 144

CORPORATE READJUSTMENTS 
Dated retained earnings, 206 
Recapitalization, 65, 340, 358

COPYRIGHTS, 141
COST COMPANIES, 37
COST OF GOODS SOLD, 232-239
COST OF LIVING COUNCIL, 52, 53, 65, 77, 78, 412

COST-PLUS-FIXED-FEE CONTRACTS, see U.S. Govern
ment contracts

CREDITS AGAINST TAX, see Investment tax credit 
CREDIT AGREEMENTS, 63, 146, 152, 158-164, 207-210 
CURRENT AMOUNT OF LONG-TERM DEBT, 149, 150

DATED RETAINED EARNINGS, 204, 206 
DEBT

Collateral, 81, 85, 89, 102, 134, 136, 145, 146, 154, 156, 
207

Conversion, 351, 352, 355-357, 392 
Credit agreements, 63, 146, 152, 158-164, 207-210 
Current portion of long-term debt, 149, 150 
Delayed delivery contracts, 63 
Early extinguishment, 229, 309, 426 
Foreclosure, 65
Industrial Revenue Bonds, 155, 165-168
Interest capitalized, 240, 241
Long term, 153-158
Noninterest bearing, 42
Pollution control obligations, 157, 158, 166
Present value, 155, 157, 158
Repayment Fund, 135, 136
Short term, 145-147
Statement of Changes in Financial Position, 382-384, 388 
Subsequent event, 63, 65, 208,
Unassumed, 159
Waiver of noncompliance with credit agreement, 208 

DECLINING-BALANCE DEPRECIATION, 112, 262 
DEFENSE CONTRACTS, see U.S. Government contracts
DEFERRED CHARGES, 142-145 

See also— Prepaid expenses
DEFERRED COMPENSATION, 136, 186, 187, 258, 259

DEFERRED CREDITS, 188-190
DEFERRED INCOME TAXES, see Income taxes

DEFICIT (in retained earnings), 206
DEPLETION, 16, 261, 266, 267
DEPOSITS

Noncurrent assets, 134-136
DEPRECIABLE ASSETS, see Property, plant and equipment
DEPRECIATION 

Accumulated, 108, 109, 113 
Additional provision, 266 
Change in method, 24, 424 
Declining balance, 112, 262 
Expense, 259-270 
Guidelines lives, 261, 263, 268, 269 
Rate, 112, 113, 115, 267, 268 
Reference to different price levels, 263 
Sinking Fund method, 265 
Straight Line, 260, 261 
Sum of the years digits, 115, 262, 263 
Tax-return basis, 268-270 
Unit of production method, 115-118, 264, 266

DESIGNATION OF FINAL FIGURE, INCOME STATEMENT, 
see Extraordinary items

DEVELOPMENT COSTS 
Capitalized, 142, 143, 234 
CATV, 142 
Crops, 118
Field cost method adopted, 110 
Operating expense, 14, 234 
Petroleum, 117, 118
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DEVELOPMENT STAGE COMPANY 
Consolidated, 38

DIFFERENCES IN REPORTING TO SEC, 70, 71 
DIFFERENCES, TIMING, see Income taxes 
DISABILITY, see Pension and retirement plans 
DISC SUBSIDIARY, 179, 284, 286, 288 
DISCLAIMER OF OPINION, 414 

DISCLOSURE OF ACCOUNTING POLICIES, 11-18
DISCONTINUED OPERATIONS 

Balance sheet presentation, 85, 86, 107 
Divestitures, 63 
Goodwill, 139, 238
Income statement presentation, 21, 74, 300-304 
Nonvested pension benefits, 48
Statement of changes in financial position, 369, 390, 391 

DIVERSIFIED COMPANIES, see Business line reporting 
DIVESTITURES, 63
DIVIDENDS 

Arrears, 328, 329 
Cash, 326, 327, 341,360 
In kind, 328
Restrictions, 193, 198, 207-211
Statement of Changes in Financial Position, 387, 388
Stock, 329-331, 356

DOLLARS IN THOUSANDS OR MILLIONS, 6
DOMESTIC INTERNATIONAL SALES CORPORATION, 

179, 284, 286, 288

DOUBTFUL ACCOUNTS, 87, 89, 236

EARNED SURPLUS, see Retained earnings 
EARNINGS PER SHARE, 311-319 
EARNINGS RETAINED, see Retained earnings 
ECONOMIC STABILIZATION ACT, 52, 53, 65, 77, 78, 413 

EMERGENCY FLEET POSITION, 305
EMPLOYEES 

Benefit plan expense, 235 
Deferred compensation, 136, 186, 187, 258, 259 
Employer claim, 59
Incentive compensation, 187, 244, 253 
Income tax benefit related to stock compensation plan, 73, 

353-355
Liabilities to or for, 147, 148, 185-187
Profit sharing plans, 187, 257, 258
Receivables, 20, 133, 134
Salaries, 241-244
Savings plans, 258
Stock compensation plans, 254-256
Stock option plans, 64, 211-221, 255
Stock purchase plans, 218-220
Termination pay, 167, 186
Unearned compensation, 220
See also— Pension and Retirement plans

ENERGY, 55, 56
ENGINEERING COSTS 

Write-off, 237

ENVIRONMENT, see Pollution
EQUITY, see Investments
ESCROW SHARES, 44, 136
EXCESS OF ACQUIRED ASSETS OVER COST, 44
EXCESS OF COST OVER FAIR VALUE, see Goodwill
EXCHANGES 

Survey companies listed, 2
EXCISE TAXES, 289, 290 

Reclassified, 20
EXPENSES

Anticipated contract losses, 238
Capitalization of costs previously expensed, 23
Definition, 231
Development, 14, 234
Disclosure to SEC, 71
Doubtful accounts, 236
Employee benefit plans, 235
Estimated losses, 413
Expenditures for long-term projects, 240
Freight, 236
Interest, 233
Maintenance and repairs, 236 
Marketing, 235
Payments to finance subsidiary, 87, 233 
Relocation, 17, 229, 238, 239 
Sale of assets, 239 
Spin off, 239
Taxes other than federal income tax, 234 

EXPLORATION COSTS, 17
EXTRAORDINARY ITEMS, 306-311 

Defined, 306, 307
Statement of Changes in Financial Position, 371,375, 376

FACTORING 
Credit balances, 152 
Receivables, 88

FEDERAL AND OTHER INCOME TAXES, see Depreciation; 
Extraordinary items; Income taxes; Restatement of 
prior period statements

FEED LOT CATTLE, 101
FIELD COST METHOD, 110

FIFO, 91, 92
50%-OWNED COMPANIES, see Consolidation of sub

sidiaries; Investments
52-53 WEEK YEAR, 5, 6
FILM PRODUCTION COSTS, 19, 417
FINANCE CHARGES, 85
FINANCE SUBSIDIARIES 

Payments received from parent company, 87, 233 
Separate auditors’ report, 429 
Statements of referred to in auditors’ report, 427, 428 
Unconsolidated, 34, 124, 130

FINANCIAL ACCOUNTING STANDARDS BOARD, 290

E
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FINANCIAL PRESENTATIONS NOT COVERED BY AUDI
TORS’ REPORT, 10

FINANCIAL STATEMENTS 
Combined, 122, 126, 128, 427 
Comparative, 6
Condensed, 32, 35, 38, 124, 419 
Notes, 7-9

FINANCIAL SUMMARY 
Highlights, 10 
Historical summary, 10

FINISHED GOODS, see Inventory 
FIRST-IN, FIRST-OUT, 91, 92
FISCAL PERIODS 

Appendix of 600 companies, 431 
Change in, 2-5 
Definition, 5, 6, 18 
52-53 week, fiscal year, 5, 6 
Months, 2
Poolings of interests, 41, 342 

FIXED ASSETS, see Property, plant, and equipment
FLOOD LOSS 

Extraordinary item, 310
FLOW OF FUNDS ANALYSIS, see Statement of Changes in 

Financial Position

FOOTNOTES, see Notes to financial statements 
FORECASTS, 69
FOREIGN OPERATIONS 

Argentine properties, 264 
Chilean properties, 411 
Expropriation of assets, 21, 265 
Foreign subsidiaries, 32-36 
Investment grants, 189, 229, 261, 390 
Libya, 265, 380 
Peru, 21
Proposed U.S. government regulations, 56, 57 
Sale of stock to public, 340
Translation of foreign currencies, 12, 189, 290-296, 421 
See also— Undistributed earnings

FRANCHISE COSTS, 42, 141
FUNDS STATEMENT, see Statement of Changes in Financial 

Position

GENERALLY ACCEPTED ACCOUNTING PRINCIPLES 
Justification of departure from, 426

GENERALLY ACCEPTED AUDITING STANDARDS, see 
Auditors’ reports

GOING CONCERN BASIS, 414 
GOLD INVENTORY, 95 
GOODWILL

Discontinued operations, 139, 238 
Investee, 12, 121, 129, 130 
Intangible asset, 42, 137-139 
Negative goodwill, 44

GOVERNMENT CONTRACTS, see U.S. Government con
tracts

GOVERNMENT SECURITIES, see Marketable securities 
GRANTS, INVESTMENT, 189, 229, 261, 390 
GROUP ANNUITY PLAN, see Pension and retirement plans 

GROWING CROPS, 105, 106, 118
GUARANTEES 

Debt of others, 47, 49, 173 
Preferred stock of subsidiary, 32 
Product, 146, 187

GUIDELINES LIVES, 261, 263, 268, 269

H
HEDGING PROCEDURE 

Inventory, 101, 102
HIGHLIGHTS, 10
HISTORICAL SUMMARIES OF FINANCIAL DATA, 10 

Auditors’ report refers to, 428

INCENTIVE COMPENSATION, 187, 244, 253 

INCOME, see Revenues 
INCOME RETAINED, see Retained earnings 
INCOME PER SHARE, see Earnings per share
INCOME STATEMENT 

Form, 225
Separate captions, 304, 305 
Title, 225

INCOME TAXES
Assessments, 49-51, 282, 283, 414 
Auditors’ opinion qualified, 414 
Current liability, 148, 149 
Deferred income taxes, 177-182 
Effective tax rate, 177, 180, 273-279 
Income statement presentation, 273-279 
Losses prior to quasi-reorganization, 358 
Operating loss carryforwards, 57, 58, 144, 307 
Refund claims, 58, 84, 133 
State, 22
Tax benefit relating to stock compensation plans, 73, 

353-355
Timing differences, 177-182, 279, 353-355 
Undistributed earnings, 284-287, 419

INDEBTEDNESS, see Debt
INDUSTRIAL REVENUE BONDS, 155, 165-168
INDUSTRY CLASSIFICATION 

Classification of companies in survey 1 
LIFO inventories, 91

INDUSTRY PRACTICE 
Classification of excise taxes, 20 
Construction-Type contracts, 11 
Film production costs, 19

INFLATION, 56, 75-78, 94, 96 
INSTALLMENT RECEIVABLES, 84, 85

I
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INSURANCE
Cash surrender value of life insurance, 136, 137 
Claim for recovery of damages, 60 
Excess proceeds, 231 
Self insurance, 16

INSURANCE SUBSIDIARIES 
Unconsolidated, 33, 34, 124

INSURED PENSION PLANS, see Pension and retirement 
plans

INTANGIBLE ASSETS, 137-141

INTERCOMPANY TRANSACTIONS, see Related party 
transactions

INTEREST
Auditors’ opinion qualified, 412 
Capitalized, 240, 241 
Expense, 233
Imputed, 42, 132-134, 155, 157, 158 
Revenue, 227, 228, 412

INTERESTS, POOLING OF, see Poolings of interests 
INTERPERIOD TAX ALLOCATION, see Income taxes
INVENTORY, 90-103 

Accumulated cost, 93, 99 
Average cost, 93 
Commitment, 64 
Consignee, 60 
Cost basis (method), 90-103 
Current cost, 99
Election to adopt IRS regulation, 96 
Gold, 95
Hedging, 101, 102
Identified cost, 98
Inflation, 94, 96
LIFO adopted, 17, 23, 91, 423
LIFO Discontinued, 91, 338, 418
LIFO liquidation, 94, 95, 229
Market basis, 91, 98, 101, 102
Observation, 404
Production cost, 98
Reclassified, 20
Retail, 97, 98
Specific lot, 98
Standard cost, 96, 97
Terminology, 90
Unrealized appreciation, 93, 98
Valuation accounts, 102, 103
Write-off, 92, 102, 229, 236-239, 413

INVESTMENT GRANTS, 189, 229, 261, 390
INVESTMENT TAX CREDIT 

Methods, 23, 179, 280-282 
Unused, 57, 58, 309

INVESTMENTS
Balance sheet presentation, 120-132
Bank, 33, 34
Commitments, 49, 54
Control, 122, 132
Cost companies, 37
Disclosure to SEC, 71
Dividend income, 228
Equity method adopted, 335, 420
Excess of cost over equity, 12, 121, 129, 130
Finance subsidiaries, 34, 124, 130
Income statement presentation, 120-128, 299
Insurance subsidiaries, 33, 34, 124
Joint ventures, 122, 126
Leasing subsidiaries, 34
Liquidation of subsidiary, 342
Marketable securities, 81-83, 127, 131, 132
Partnership, 125
Preferred stock, 130
Real estate subsidiaries, 33, 34, 126
Reclassification, 20
Sale of, 24, 60, 62, 304
Shipping subsidiary, 124
Statement of changes in financial position, 382
Write-off, 305, 420
See also— Consolidation of subsidiaries: Foreign opera

tions; Marketable securities

JOINT VENTURES 
Consolidated, 36, 37 
Unconsolidated, 122, 126

LAND DEVELOPMENT, see Real estate subsidiaries

LAST-IN, FIRST-OUT 
Adoption, 17, 23, 91, 423 
Cost basis, 93-96 
Discontinuance, 91, 338, 418 
Liquidation, 94, 95, 229 
Single pool method adopted, 94

LAWSUITS, see Litigation 

LEASES
Bonus payment to U.S. Government, 151 
Disclosure to SEC, 71, 165, 171 
Lessee, 165-177 
Lessor, 13, 319-322 
Sale and leaseback, 176, 177, 189 
Sale of equipment for lease to unrelated leasing company, 

51, 230
Subleases, 188 
Timing difference, 180

LEASING SUBSIDIARIES
Statements of referred to in auditors’ report, 428 
Unconsolidated, 34

LESSEES’ FINANCIAL STATEMENTS, see Leases 
LESSORS’ FINANCIAL STATEMENTS, see Leases

J
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LIBYAN NATIONALIZATION, 265, 380 
LICENSE AGREEMENT, 141 
LIFO, see Last-in, first-out
LIQUIDATION PREFERENCE 

Preferred stock, 193-202
LITIGATION

Auditors’ opinion qualified, 410, 411 
Contingencies, 45-48, 55, 64, 153 
Judgment payment, 152 
Plaintiff claims, 58, 59 
Settlement, 63, 188, 310, 311, 336-339 
Timing difference, 180

LOANS, see Debt
LONG-TERM CONSTRUCTION TYPE CONTRACTS, 11, 

297-299
LONG-TERM DEBT, see Debt
LONG-TERM LEASES, see Leases
LONG-TERM RECEIVABLES, see Receivables
LOSS CARRYBACKS, see Income taxes
LOSS CARRYFORWARDS, see Income taxes
LOSSES, see Operating losses
LOWER OR COST OR MARKET, see Inventories

M
MARKETABLE SECURITIES 

Current asset, 81 -83
Noncurrent asset, 82, 127, 131, 132, 134-136 
Reclassified, 20

MARKETING COSTS, 144, 235
MERGERS, see Poolings of interests; purchase method
MILLIONS, AMOUNTS TO NEAREST, 6
MINORITY INTERESTS 

Acquisition,
Balance sheet, 182-185 
Income statement, 182-185, 299

MONTH
Appendix of 600 companies, 431 
Fiscal year endings, 2

MORTGAGE PAYABLE, see Debt 
MOVING COSTS, 17, 229, 238, 239 
MULTIPLE STEP, see Income statement

N
NATURAL BUSINESS YEAR, see Fiscal periods
NEGATIVE GOODWILL, 44
NET INCOME, see Income statement
NET INCOME PER SHARE, see Earnings per share
NET LOSS, see Operating losses

NEW YORK STOCK EXCHANGE 
Listing of survey companies, 2

NONCANCELABLE LEASES, see Leases 
NONCURRENT RECEIVABLES, 132-134 
NONMONETARY TRANSACTIONS, 230, 310, 328
NONRECURRING ITEMS, see Extraordinary items; write

offs

NOTES PAYABLE, see Debt
NOTES RECEIVABLE, see Receivables
NOTES TO FINANCIAL STATEMENTS, 7-9

OBLIGATIONS, see Debt 
OBSERVATION OF INVENTORIES, 404 
OBSOLESCENCE, INVENTORY, 92, 103, 236 
OPERATING LOSS CARRYBACKS, see Income taxes 
OPERATING LOSS CARRYFORWARDS, see Income taxes

OPERATING LOSSES 
Auditors’ opinion qualified, 414 
Discontinued operations, 300-304 
Statement of changes in financial position, 374-376 
See also— Income taxes

OPERATIONS, see Income statement 
OPERATIONS, FOREIGN, see Foreign operations 
OPINION, see Auditors’ reports 
OPINIONS, APB, see Accounting Principles Board 
OPTIONS, STOCK, see Employees
OTHER CHARGES AND CREDITS TO RETAINED EARN

INGS AND ADDITIONAL CAPITAL, see Additional 
capital; Retained earnings

OTHER CHARGES TO INCOME, see Expenses
OTHER INCOME, see Revenues
OTHER INCOME TAXES, see Income taxes

PAID-IN CAPITAL, see Additional capital 
PARALLEL LOAN AGREEMENT, 132, 158
PARTNERSHIP 

Consolidated, 37 
Nonconsolidated, 125

PATENTS
Auditors’ opinion qualified, 412 
Income, 230
Infringement suit, 46, 55, 140, 412 
Intangible asset, 137-139

PAYABLES, see Debt

O
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PENSION AND RETIREMENT PLANS 
Acco unting changes, 249, 250 
Actuarial assumptions changed, 24 
Adopted, 249, 251 
Aggregate cost method, 247 
Cost charged to expense, 244-252 
Deferred contribution, 186 
Disclosure in financial statements, 244-252 
Fund exceeds vested benefits, 248 
Litigation, 48 
Prepaid costs, 145
Separate auditors’ report for statements, 428
Statements of, 251, 252
Unfunded, 250
Union sponsored, 246
Vested benefits exceed fund, 246, 247, 250

PERUVIAN SUBSIDIARIES, 21
PLANT, see Property, plant and equipment

PLEDGED ASSETS, see Collateral
POLLUTION

Compliance with environmental standards, 51, 52
POLLUTION CONTROL OBLIGATIONS, 157, 158, 166
POOLINGS OF INTERESTS 

Business combinations, 39-41, 332-335 
Fiscal periods differ, 41, 342 
Reference to other accountants, 408, 409 
Subsequent events, 60-62

POST BALANCE SHEET DISCLOSURES, see Subsequent 
events

PRECIOUS METAL INVENTORY, 98
PREFERRED STOCK 

Capital structure, 191-203 
Conversion to common stock, 194, 348, 349, 392 
Dividends in arrears, 328, 329 
Liquidation preference, 193-202 
Purchase acquisitions, 194 
Purchased or retired, 151 
Subsidiary, payments guaranteed by parent, 32 
Treasury stock reclassification, 195

PRESENT VALUE 
Deferred compensation, 259 
Deferred termination payments, 167 
Leases, 13, 166, 169-176, 186 
Payables, 155, 157, 158 
Receivables, 73, 132-134 
Warrants, 176

PREOPERATING, see Start-up costs
PREPAID EXPENSES, 104, 105 

See also— Deferred charges
PRICE AND WAGE COMMISSION, 52, 53, 65, 77, 78, 413
PRICE LEVEL INFORMATION, 75-78, 263
PRIOR PERIOD ADJUSTMENTS, see Restatement of prior 

period statements
PRIOR PERIOD EXAMINATION BY OTHER AUDITORS, 

429, 430
PRIOR SERVICE COST, see Pension and retirement plans
PRIOR YEAR INCOME TAXES, see Income taxes

PRO FORMA FINANCIAL DATA 
Accounting changes, 23 
Purchase method, 42-45 
Subsequent events, 61, 62, 65, 66, 130

PRODUCT LINE REPORTING, see Business line reporting
PROFIT SHARING PLANS, 187, 257, 258

PROMOTIONAL COSTS, see Marketing costs
PROPERTY, PLANT AND EQUIPMENT, 107-119 

Abnormal dispositions, 422
Advances, deposits and segregated assets, 134-136 
Commitments, 54
Construction temporarily halted, 144
Disclosure to SEC, 111
Disposition of, 62, 63
Fully depreciated, 110
Held for sale, 106, 107, 143, 144
Preliminary construction costs, 237
Reclassification, 110
Relocation expense, 17, 229, 238, 239
Statement of changes in financial position, 378-381
Valuation accounts, 108, 109, 119
Write-off, 236-239

PUBLIC OFFERING 
Common stock, 352, 359 
Investee, 340

PURCHASE COMMITMENTS, see Commitments
PURCHASE METHOD 

Bankrupt company, 42 
Business combinations, 42-44, 350 
Contingent consideration, 54, 55, 139, 195, 359 
Contingent reduction in purchase price, 59 
Statement of Changes in Financial Position, 379, 389-391 
Subsequent event, 60-62, 130

PURCHASE PLANS, STOCK, see Employees

Q
QUALIFIED OPINIONS 

Consistency, 416-425 
Prior year qualification removed, 425, 426 
Reasons for qualification, 410, 416 
Uncertainties, 410-415

QUASI-REORGANIZATIONS
Dated retained earnings, 204, 206 
Losses prior to, 358

RATIOS, PERCENTAGE 
Extraordinary items, 306 
Statement of changes in financial position, 365 
Stock dividends and splits, 329, 343

RAW MATERIALS AND SUPPLIES, see Inventory
READJUSTMENTS, CORPORATE, see Corporate read

justments
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REAL ESTATE SUBSIDIARIES 
Accounting practices, 75, 339, 418 
Statement of changes in financial position, 364, 378 
Statements of referred to in auditors’ report, 427 
Unconsolidated, 33, 34, 126, 418

REAL PROPERTY, see Property, plant and equipment 
RECAPITALIZATION, 65, 340, 358

RECEIVABLES 
Collateral misappropriated, 64 
Confirmation, 404 
Contingency, 49-51, 86-89 
Current, 83-89
Doubtful accounts, 87, 89, 236 
Noncurrent, 132-134
Payment subsequent to balance sheet date, 64 
Present value, 73, 132-134 
Reclassified, 20
Stock purchase agreement, 218 
Used for financing, 49, 51, 86-89 
Write-off, 240

RECLASSIFICATIONS, 19-22, 110
RELATED PARTY TRANSACTIONS 

Investments, 86, 132 
Product sales and purchases, 151 
Reclassification of intercompany eliminations, 21 
Timing difference, 180

RELOCATION COSTS, 17, 229, 238, 239
RENEGOTIATION 

Auditors’ opinion qualifed, 415
REORGANIZATIONS 

Capital reorganization, 65, 340, 358
RESEARCH, see Development costs
RESERVES 

Inventory, 102, 103 
Use of term, 190

RESTATEMENT OF PRIOR PERIOD STATEMENTS, 
331-339

Accounting changes, 334, 335, 338 
Auditors’ opinion refers to, 417-420 
Change in reporting entity, 332-335 
Litigation settlements, 336-339 
Poolings of interests, 39-41, 332-335 
Reclassifications, 19-22, 110

RESTRICTIONS ON PAYMENT OF DIVIDENDS, 193, 198, 
207-211

RESULTS OF OPERATIONS, see Income Statement 
RETAIL INVENTORY METHOD, 97, 98
RETAIL LAND SALES, 339, 419 

See also— Real Estate Subsidiaries 
RETAINED EARNINGS

Adjustments to opening balance, see Restatement of prior 
period statements 

Appropriated, 202, 204, 206 
Balance sheet title, 204-206 
Dated, 204, 206
Direct charges and credits, 340-342, 347 
Dividends, see Dividends 
Restriction, 193, 198, 207-211 
Statement of changes, 323-342

RETIREMENT BENEFITS, see Pension and retirement plans
REVENUE RECOGNITION 

Advertising commissions, 12 
Contracts, 14 
Film rentals, 417 
Lessor, 13, 188, 319-322 
Product sales, 229 
Retail land sales, 75, 339, 418 
Subscriptions, 190 
Television Licensing agreement, 75 
Trading stamp, 188 
Voyage, 189

REVENUES
Business line reporting, 24-30 
Contingent, 60 
Deferred, 152, 188-190 
Definition, 226
Early extinguishment of debt, 229, 427
Forecasted sales, 69
Insurance proceeds, 231
Interest, 227, 228, 412
Nonmonetary transactions, 230
Revenue of survey companies, 1
Royalties, 228, 229
Sale of assets, 228, 239
Sale of cotton contract, 230
Sales captions, 226, 227

REVOLVING CREDIT AGREEMENTS, see Credit Agree
ments

ROUNDING OF AMOUNTS, 6
ROYALTIES 

Expense, 13
Income, 14, 21, 228, 229

SALARIES, 241-244
SALE-AND-LEASEBACK, see Leases
SALES, see Revenues
SAVINGS PLANS FOR EMPLOYEES, 258
SECURITIES, see Investments; Marketable securities
SECURITIES AND EXCHANGE COMMISSION 

Accounting Series Release No. 147, 165 
Accounting Series Release No. 149, 272 
Adequate disclosure, 7 
Comparative statements, 6 
Differences in reporting, 70, 71, 111, 171

SEGMENT OF BUSINESS, see Business line reporting

SEGREGATION OF CASH AND MARKETABLE SE
CURITIES, 80, 134-136

SHAREHOLDERS, see Stockholders
SHIPPING SUBSIDIARIES 

Unconsolidated, 124
SHORT-FORM AUDITORS’ REPORT, 400-430 
SHORT-TERM DEBT, 145-147 

SINGLE-STEP, see Income Statement
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SINKING  FUND  
Depreciation, 265

SOCIAL AW AR EN ESS EXPEND ITU RES, 270-272
SO U R C E AND USE OF W O RKING  CAPITAL, see State

ment of Changes in Financial Position
SPECIAL ITEM S, s e e  Extraordinary items 
SPIN-O FF, 239, 328  
SP IN -O FF PRO PO SED, 66  
SPLIT-O FF PRO PO SED, 65 
SPLIT-UPS, STOCK, see Stock splits 
STANDARD COST, 96, 97
STANDARDS OF R EPO RTING, see Auditors’ Reports 
STAR T-UP C O STS, 16, 143, 229  
STATE AND LOCAL TAXES, see Income taxes 
STATEM EN T OF ADDITIO NAL CAPITAL, 324-360
STATEM EN T OF CHANG ES IN FINANCIAL PO SITIO N  

Business combination, 379, 389-391 
Changes in working capital elements, 367, 389, 395-400  
Common stock, 385, 386  
Debt, 382-384, 388
Discontinued operations, 369, 390, 391 
Dividends, 387, 388  
Extraordinary items, 371, 375, 376  
Form, 362  
Investments, 382  
Operating Losses, 374-376  
Property, 378-381  
Title, 361
Transactions not affecting working capital, 392-394  

STATEM EN T OF FINANCIAL PO SITIO N, see Balance sheet 
STATEM EN T O F INCO M E, see Income statement 
STA TEM EN T O F RETAINED EARNINGS, 323-342  
STATEM EN T O F STO C K HO LD ER S’ EQUITY, 324-360
S T A T E M E N T  ON A U D IT IN G  S T A N D A R D S NO. 1, see  

Auditing Standards Executive Committee
STOCK C O M PEN SA TIO N  PLANS, 73, 254-256  
STOCK D IV ID EN DS, 65, 329-331, 356
STOCK EXCHANG E  

Listing of survey companies, 2
STOCK O PTIO N  PLANS, 64, 211-221, 255  

Income tax benefits, 353-355  
Subsequent event, 64

STOCK PURCHASE PLANS, 218-220  
Income tax benefits, 353-355

STOCK PURCHASE W ARRANTS, 194, 360  
STOCK SPLITS, 65, 343-348  
STOCK, TREASURY, see Treasury stock 
STO C K HO LD ER S D ERIVATIVE SUIT,
STO C K H O LD ER S’ EQUITY,

Balance sheet title, 190 
Statement of changes, 324-360
See a/so— Additional capital; Common stock; Preferred 

stock; Retained earnings; Treasury stock

STR A IG H T LINE DEPRECIATIO N, 260, 261 
STRIKE R EFERENC ES, 65  
SUBSCR IPTIO N  REVENUE, 190
SU B SEQ U EN T EVENTS, 60-66  

Common stock, 65  
Contingency, 63, 64, 65 
Debt, 63, 65, 208  
Dividends in arrears paid, 194 
Litigation, 63
Plant construction delayed, 144 
Poolings of interests, 60-62  
Preferred stock redeemed, 151 
Purchase method, 60-62, 130 
Recapitalization, 358  
Receivables, 64 
Sale of assets, 62, 63 
Sales contract, 142 
Stock dividend, 65 
Stock split, 65  
Strike, 65

SUBSID IARIES, s e e  Consolidation of subsidiaries; Foreign 
operations; Investments; Minority interests

SU M M AR IES AND H IGHLIG HTS, 10 
Auditors’ report refers to, 428

SU M -O F-TH E-YEA R S-D IG ITS  M ETHO D, 115, 262, 263  
SUPPLEM ENTAL C O M PEN SA TIO N, see Employees 
SURPLUS, see Additional capital; Retained earnings

TELEVISIO N  LICENSING CONTRACTS, 75  
TH O USAN DS, AM O UNTS TO  NEAREST, 6 
TIM BER C UTTIN G  CONTRACTS, 144 
TIM IN G  D IFFER EN CES, see Income taxes 
TO O LING  COSTS, 112, 144 
TRADE CRED ITO R S, see Debt, Receivables 
TRADEM ARKS, 140
TRADING  STAM P R EDEM PTIO N  LIABILITY, 152, 188
TR EA SU R Y STOCK

Balance sheet presentation, 221-224  
Issued, 222, 341, 350-353  
Nonmonetary exchange, 310  
Purchased, 324, 340, 341, 351, 357, 394  
Reclassified, 195 
Retired, 340-341

U
UNBILLED COSTS, 104 
UNCOLLECTIBLE ACCOUNTS, 87, 89, 236  
U NCO NSO LIDATED SUBSIDIARIES, see Investments

T



450 Subject Index

U N D ISTR IBU TED  EARNINGS  
Taxes accrued, 284-287, 419  
Taxes not accrued, 180, 287-289

U N FU N D ED  PENSIO N PLANS, s e e  Pension and retirement 
plans

UNIO N SP O N S O R E D  PENSIO N PLANS, 246
U N IT OF PR O DU CTIO N  M ETHO D  

Depletion, 261, 264, 266, 267  
Depreciation, 115-118, 264, 266

U NITED  STATES G O VE R N M EN T C ONTRACTS, 66-68  
Claims against U.S. Government, 59 
Renegotiation, 415  
Termination, 47

U NITED  STATES G O VE R N M EN T REG ULATIO NS, 56, 57
U NITED  STATES G O VE R N M EN T SECU RIT IES , s e e  Mar

ketable securities

VALUATIO N ACC O U NTS  
Inventory, 102, 103 
Property, 108, 109, 119 
Receivables, 87, 89

VO YAG E ACC O U NTING , 189

W
W AG E C O M M ISSIO N , 52, 53 
W AG ES, see Employees’
W AR AND DEFENSE CONTRACTS, s e e  U.S. Government 

contracts
W ARRANTIES, see Guarantees
W ARRANTS TO  PU RCHASE STOCK, 194, 360
W EEK

52-53 week fiscal year, 5, 6 
W ORK IN PRO CESS, see Inventory 
W O RKING  CAPITAL

Changes in working capital elements, 367, 389, 395-400  
Restrictions on retained earnings, 193, 198, 207-211

W R ITE-O FFS  
Engineering cost, 237  
Goodwill, 238
Inventory, 92, 102, 229, 236-239, 413  
Investment, 305, 420  
Property, 236-239  
Receivables, 240

YEAR ENDING S, see Fiscal periods

V

Y
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