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PREFACE
'

Accounting Trends & Techniques—1975, Twenty Ninth 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 23, 1974 and February 2, 1975.

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 777 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. Godia,
CPA; Phyllis C. Johnson, CPA; John G. Pate, Jr., CPA; and Jack Shohet, CPA for their assistance in the
analysis of the financial reports and preparation of the manuscript.

Paul Rosenfield, Director, Technical Research
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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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

All 600 companies included in the survey are registered
with the Securities and Exchange Commission and are re-
ported in either Moody'’s Industrial Manual or Moody’s OTC
Industrial Manual. Ninety percent of the survey companies
have securities traded on one of the major stock
exchanges—75% on the New York and 15% on the Ameri-
can. Table 1-1 presents an industry classification of the 600
survey companies; Table 1-2 indicates the relative size of the
survey companies as measured by dollar volume of revenue.

TABLE 1-2: REVENUE OF SURVEY COMPANIES

1974 1973 1972 1971

Less than $100,000,000... 93 124 128 137
Between $100,000,000 and

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

$1,000,000,000........ 89 95 107 108
Between $1,000,000,000

and $2,000,000,000 ... 114 97 98 89
More than $2,000,000,000 105 90 68 60
Total Companies .........cueuuen 600 600 600 600

Section 1: General
|

TABLE 1-1: INDUSTRY CLASSIFICATIONS

1974 1973 1972 1971

Foods:

Meat products ............ N N 13 12

Dairy products ............ 5 5 5 5

Canning, efc............... 9 9 4 7

Packaged and bulk ....... 21 22 21 17

Baking ...........c.coell 5 5 5 5

Sugar, confections, efc... 6 7 7 7
Beverages ................... 6 7 9 8
Tobacco products ............ 8 8 8 8
Textiles .oooevveinvinnnnen... 29 29 29 29
Paper products............... 16 16 16 16
Printing, publishing.......... 7 7 6 6
Chemicals ..............c.c... 25 25 26 30
Drugs, cosmetics, etc....... 19 19 18 20
Petroleum ................... 27 25 25 26
Rubber products, etc. ....... 10 10 12 11
Shoes - manufacturing, mer-

chandising, efc........... 8 8 8 8
Building:

Cement ......cceevvnennen 5 5 7 7

Roofing, wallboard ....... 12 12 1 9

Heating, plumbing........ 7 7 7 6

(011,11 ST 16 17 14 15
Steel and iron................ 23 22 23 20
Metal - nonferrous .......... 18 18 16 14
Metal fabricating ............ 13 12 15 13
Machinery, equipment and

supplies......c..oeeunennn. 39 39 41 33
Electrical equipment,

appliances ................ 17 17 12 14
Electrical, electronic

equipment ................ 38 137 33 38
Business equipment and

supplies..........coevenens 13 14 1 12
Containers - metal, glass,

OFC. ciiiniiieiireans 8 8 9 9
Autos and trucks (including

parts, accessories) ...... 21 21 22 23
Aircraft and equipment,

aerospace ...... erereeean 16 16 20 19
Railway equipment, ship-

building, etc.............. 7 7 10 8
Controls, instruments, medi-

cal equipment, watches

and clocks, etc........... 13 13 13 1
Merchondising:

Department stores........ 12 12 9 11

Mail order stores, variety

Stores ..o.oevininenins 4 4 9 6

Grocery stores ............ 16 17 20 19

Other ..ocovviviieniiinnnn 9 10 1 10
Motion pictures,

broadcasting.............. 6 6 5 6
Widely diversified, or not

otherwise classified ..... 75 73 70 82

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




2 Section 1: General

INFORMATION REQUIRED BY SEC
REGULATIONS TO BE INCLUDED IN
ANNUAL REPORTS TO STOCKHOLDERS

Rule 14c-3 of the Securities Exchange Act of 1934
specifies that annual reports furnished to stockholders in
connection with the annual meeting of stockholders include
the following information:

“certified” comparative financial statements

. a5 year summary of operations

. a management’s analysis of the summary of operations
. a brief description of the company’s business

a 5 year line of business breakdown

identification of the company'’s directors and executive of-
ficers and their principal occupation

. a statement of the market price range and dividends paid
on voting securities for each quarterly period during the
past 2 fiscal years.

The above mentioned requirements of Rule 14c-3 were
effective for fiscal years ending on or after December 20,
1974. Examples of items 2, 3, 4, and 7 follow. Examples of
line of business breakdowns are presented in connection
with Table 1-8.

N oA W®N -

Five Year Summary of Operations

LIBBEY-OWENS-FORD COMPANY (DEC)

Summary of Operations
Year Ended December 31

1974 1973 1972 1971 1970
(Thousands of Dollars)
NEt SOlES ..onininieinii i ae e $655,303 $689,217 $594,414 $530,892 $429,693
Cost of Products Sold .......c.covviiiieiriiiiiiiniiiianinanens 520,991 502,416 433,947 385,967 341,605
Interest EXPeNSe .. ...cocuviiiininiiiii it 9,712 4,108 2,958 3,848 4,780
INCOME TAXES +ouvenreniireiteiieieiieeereieeareneereeneenennenns 21,000 51,760 48,100 38,355 11,455
Net EQrNiNgGS. . .oveienieeretererneeeaeceneneenanenenenens 31,705 62,211 52,610 49,511 22,554
Dividends on Series A Preferred Stock ............c..c.cueent. 5,314 5,710 6,436 6,953 7,055
Earnings Attributable to Common Stock..............ocoeeeenis 26,391 56,501 46,174 42,558 15,499
Per Share Data:
Primary:
Average Shares Outstanding.............ooeoeveininiiann. 10,986 10,962 10,942 10,730 10,695
Per Share Amount .........cooeiiiiieiieiiieneiieneeenens 2.40 5.15 4.22 3.97 1.45
Fuily Diluted:
Average Shares Outstanding.............coevveeiinnanen. 12,663 12,769 12,974 12,916 12,893
Per Share Amount : 2.40 4.87 4.06 3.83 1.45
h Dividends Per Share:
cu?’referred ................................................... 4.75 4.75 4.75 4.75 4,75

COMMON .teninincieniiriniinen e neranesaeneaenes 2.20 2.50 2.15 2.00 2.20



Information Required By SEC Regulations 3

P. R. MALLORY & CO. INC. (DEC)

Summary of Operations

1974 1973 1972 1971 1970
(In thousands of dollars, except per share data)
Net Sales.......ooooiimniieiii e, $ 248,928 $ 225,789 $ 189,888 $ 159,837 $ 154,230
Costs and Expenses:
Costof Sales.......ooovniiiiiiiiiiiii i 199,430 174,717 145,135 121,686 119,482
Selling, Administrative and General Expenses ............. 38,124 34,275 30,574 27,590 25,006
Interest EXpense ...........oveevieiiii i 4,647 2,245 916 652 469
Equity in Net Earnings of Unconsolidated Foreign Sub-
sidiaries and Companies in Which There is an Owner-
ship Interest of 20 Percent or More................... 1,388 403 126 165
Other Income (Expense), Net...........covvvereeninnnnn... 112 (85) (28) 325
238,759 209,737 176,307 149,830 144,467
Earnings before Taxes on Income and Cumulative Ef-
fect on Prior Years (to December 31, 1973) of
Change to Full Absorption Inventory Valyation
Methods ...........cooeiiiiiiiiiiii 10,169 16,052 13,581 10,007 9,763
Taxes on Income
United States..........ooeeeuiiniiiiiiiii e, 3,731 4,477 3,424 3,527
Foreign.......ooouiii i 2,109 1,223 1,001 823
State and Local .........oeevuniiiinniiiinie e, 760 475 350 325
6,600 6,175 4,775 4,675
Earnings before Cumulative Effect on Prior Years (to
December 31, 1973) of Change to Full Absorption
Inventory Valuation Methods ....................... 9,452 7,406 5,232 5,088

Cumulative Effect on Prior Years (to December 31, 1973) of
Change to Full Absorption Inventory Valuation Methods
(note A).ooeeei e

Net EGrnings. .......oovuvuiieieiinee e $

Per Share of Common Sfock—(note B)

Earnings before Cumulative Effect on Prior Years (to De-
cember 31, 1973) of Change 1o Full Absorption Inven-
tory Valuation Methods .................cooeviieinat,

Cumulative Effect on Prior Years..........cccoovvnvvnnnns

Net Earnings. .....oooeueiiiiiniiriiiece e

Cosh Dividends Declared.............ccooviiiiiiiininnnn..

Weighted Average Number of Common Shares Outstanding
(MOt B) it e

(A) Effective January 1, 1974 the Company changed its
inventory valuation methods to more fully absorb certain var-
iances and manufacturing overhead costs in inventory val-
ues. This change more clearly reflects earnings since these
costs were previously treated as period costs and it complies
with new regulations issued by the Internal Revenue Service.
The effect of this change was to increase net earnings for
1974 by $432,000 ($.11 per share). The adjustment of
$1,225,000 (after reduction for taxes on income of $179,000)
to reflect the retroactive application of this method to prior
years (to December 31, 1973) has been presented sepa-
rately in the accompanying summary of consolidated opera-
tions. Pro forma amounts which reflect the retroactive appli-
cation of this change to prior years are as follows:

1974 1973 1972 1971 1970

Net earnings ..... $7,019 $9,470 $7,503 $5,064 $5,238
Per share of com-

mon stock ..... R

$ 244 $194 $1.31 $ 133

3,877,824

$ 9,452 $ 7,406 $ 5,232 $ 5,088

$2.44 $1.92 $1.35 $1.29

$2.44 $1.92 $1.35 $1.29

$ .98 $ .935 $ .90 $ .90
3,876,892 3,862,477 3,865,704 3,934,220 ‘

During the fourth quarter of 1974, the Company changed
its method of valuing inventories in its domestic operations
from the first-in, first-out method previously used to the last-
in, first-out method effective for the year 1974. This change
was made to more properly charge current operations with
current costs and not defer substantial inflation-induced cost
increases to subsequent periods. The effect of this change
was to reduce net earnings for 1974 by $3,687,000 ($.95 per
share). It is impractical to determine the pro forma effects of
retroactive application of the last-in, first-out method of inven-
tory valuation, and there is no cumulative effect on retained
earnings at the beginning of the year.

(B) After giving retroactive effect to the 2 for 1 stock split
effected in the form of a stock dividend in 1972.



MAREMONT CORPORATION (DEC)

Five-Year Comparative Summary of Operations ($000)

Net Sales (1) (4):
Automotive Group ......c.oovveveiniieiiininiiini e,
CL Distribution Group (4) .....ccoovvviiiininiiii,
Inter-company sales elimination...................ooiiinie
Total oo
Cost of Sales (2) (3)e.eviririnieiiiiiireieiiieens
Gross Profit ......ocoiiiiiiiii
Selling, general and administrative expenses..............
Operating INCOME ......o.vvviniiiiiiiiiiiiiiin s
Interest @Xpense.........ovviiiiiiiiiiiiiiiiiii e
Other (INCOME), Net...viviieitieei it eeeeeeeeeeenenes

Income from Consolidated Operations Before Income Taxes.

Provision for income taxes (5) .....oevevivriieneeninennnne.
Income from Consolidated Operations................c.ooeuis
Equity in net income of unconsolidated subsidiaries.......
Minority interest (expense)..........cccveveviiiiiiiannn,
Income from Current Operations ...........c..coeveuuvennannnns
Income (loss) from Discontinued Textile Machinery Opera-
tions, net of tax effect (4).........ccoveviviviiinennnnnne.
Effect of Accounting Change on Prior Year, net of tax effect

Per Common Share and Common Equivalent Share (6):
Income from current operations ....................l
Income (loss) from discontinued Textile Machinery

Operations.........oveiieiiieniiniii e
Effect of accounting change on prior year..................
Total oo

Per Common Share Assuming Full Dilution (6):
Income from current operations’.............ccoeeeiiiinnn,
Income (loss) from discontinued Textile Muchmery
0pPerations. ......ocvvuvriiieiiiiii e aes
Effect of accounting change on prior year..................
Total

Notes:

PoaON=

1974

$217,260
45,446
(6,680)
256,026
174,058
81,968
68,572

13,396
7,994
(310)

5,712

1,934
3,778

776
(586)
3,968

$ 3,968

$ .88

See Note 1 to the Consolidated Financial Statements.
See Note 2 to the Consolidated Financial Statements.
See Note 3 to the Consolidated Financial Statements.
See Note 4 to the Consolidated Financial Statements.
See Note 8 to the Consolidated Financial Statements.
. Earnings per common and common equivalent share

were computed on the basis of average outstanding common

shares for each period as follows:

1974—4,330,000
1973—4,298,000
1972—3,890,000
1971—3,262,000
1970—3,301,000

justed primarily for preferred dividends as follows:

Earnings per common share assuming full dilution have

Section 1: General

1973

$187,426
59,076
(8,503)
237,999
155,471

82,528
64,135

18,393
3,592
(1,885)

16,686

7,185
9,501
1,707
(241)
10,967

2,173

(325)
$ 12,815

$2.49

.51
(.07)
$2.93

$2.43

.49
(.07)
$2.85

1974—4,390,000
1973—4,453,000
1972—4,254,000
1971—3,876,000
1970—3,301,000

1972

$144,326
95,400
(9,965)
229,761
150,487
79,274
61,275
17,999
2,363
(588)

16,224

7,685

8,539
1,375

9,914

1,387

$ 11,300

$2.43

.36

$2.79

$2.27

.33

$2.60

1971

$108,467
107,009
(11,604)

203,872
138,907
64,965
52,854

12,111
3,936
(460)

8,635

4,278
4,357
1,153

5,510

(345)

$ 5,165

$1.46

(.10)

$1.36

$1.34

(.09)

$1.25

1970

$ 94,877
109,320
(9.348)
194,849
134,098

60,751
50,685
10,066
4,683
(663)

6,046

2,992

3,054
1,070

4,124

(973)

$ 3,151

$1.02

(.29

$ .73

$1.02

(.29)

$.73

been computed based on shares for each period as follows:

Earnings available for common sharesholders were ad-

1974—$161,000
1973—$238,000
1972—$438,000
1971—%$751,000
1970—$768,000
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"NATIONAL STARCH AND CHEMICAL CORPORATION (DEC)

Summary of Operations

Years 1974
Net Sales (@) ..oueneinieiii e e $274,717
Gross Profit (B) ....ovuivniiiiiiiiii i, 72,045
Operating Income .........c.ccoeuiinviiiiiiiiiiiiiniie e, 32,564
Interest ChOrges .........ocuvviniiiiiiiiiiiiieieeeeeienes 2,808
Income before Taxes from Consolidated Operations.......... 29,571
Provision for Income Taxes.............coeuveeereeneuneneenans, 13,499
Income after Taxes from Consolidated Operations (c)........ 16,071
Net INCOME (8) .uoevniieeiniee e aenn, $ 18,344
Per Common Share*:

Net INCome ....oooeiiiiiiiii e $2.82

Cash Dividends Paid..............c..coeininiiininininnnen. $ .76
Average Common Shares Outstanding™ (d).................... 6,514,268

*Adjusted for 5% stock dividend in 1972.

Notes to the Summary

(a) The Company and its subsidiaries during the four
years ended December 31, 1974 acquired a number of com-
panies and the assets and businesses of a number of other
companies. All of these acquisitions are accounted for by the
purchase method and the operations of these businesses are
included in the consolidated statement of income from their
respective dates of purchase. The effect on consolidated net
sales and net income is not significant.

The Company in 1974 also issued 110,000 shares of its
common stock, in a pooling of interests transaction, for all the
outstanding stock of Ablestik Laboratories. The 1973 finan-
cial statements have been restated to include the accounts of
this company. The prior years have not been restated since
the amounts are not significant.

WESTINGHOUSE ELECTRIC CORPORATION (DEC)

Summary of Operations

1974
Income:
SQIBS ..ttt $5,798,513
Equity in income (loss) from non-consolidated subsidiaries
and affiliated companies .............cooiiiii (32,285)
Other INCOME.....c.veuitiiiiiieiii e eeeeaans 71,890
5,838,118
Costs and expenses:
Cost of sales.......cocouviiiiiiiiiiii e 4,669,745
Distribution, administration and general....................... 727,426
Depreciation..........covviiiiiiiiiiiiiiiin e 123,518
Interest ....oneinieii 111,261
INCOME FOX@S .. cnentineit et vie ettt e e enreneneenens 63,970
Minority interest in net income of consolidated subsidiaries 3,261
5,699,181
Income from continuing operations...............cccccvuneennes 138,937
Discontinued operations:
Loss from operations of discontinued businesses............. (39,805)
Loss on disposal of discontinued businesses .................. (71,000)
Net INCOmMe ...oonriiii e $ 28,132

y SEC Regulations 5
1973 1972 1971 1970
dollar amounts in thousands

$213,540 $175,638 $149,338 $134,941
67,849 55,954 46,414 42,089
32,075 25,155 20,678 18,455
1,356 814 967 1,807
29,998 23,906 19,373 16,877
14,091 11,269 9,246 8,028
15,907 12,636 10,127 8,848
$ 17,399 $ 14,110 $ 11,193 $ 9,711
$2.67 $2.23 $1.76 $1.51
$ .66 $ .63 $ .61 $ .57
6,510,022 6,118,137 6,101,317 6,100,875

(b) As of January 1, 1974, the Company and its major
domestic subsidiary adopted the LIFO method of valuing
most of their inventories. For further explanation see the
Notes to Consolidated Financial Statements and
Management'’s Discussion and Analysis of the Summary of
Operations.

(¢) Income from Consolidated Operations in 1974 and
1973 includes moving and related expenses in connection
with the consolidation of certain of the Company’s facilities at
Bridgewater, New Jersey. The net amounts of these ex-
penses, after allowing for federal and state income tax deduc-
tions, are $364,000 ($.06 per share) and $570,000 ($.09 per
share), respectively.

(d) Average common shares outstanding for 1974 and
1973 include common equivalent shares.

1973 1972 1971 1970
(amounts in thousands of dollars)
$5,101,123 $4,498,564 $4,126,600 $3,822,775
3,341 24,510 36,163 15,432
63,567 55,632 52,386 33,745
5,168,031 4,578,706 4,215,149 3,871,952
3,960,412 3,446,463 3,146,784 2,948,372
698,775 625,326 588,331 539,874
107,564 96,730 84,884 81,955
69,317 54,677 66,462 56,944
145,933 153,324 137,999 113,270
2,516 2,436 9,470 (698)
4,984,517 4,378,956 4,033,930 3,739,717
183,514 199,750 181,219 132,235
(21,586) (1,083) (5,963) (5.236)
$ 161,928 $ 198,667 $ 175,256 $ 126,999



SPRAGUE ELECTRIC COMPANY (DEC)

Five-Year Financial Summary

Operating Resuits

Net Sales ....ovviiiiiiii
Cost of goods sold™..........ooeuiiiiiiiiii
Selling, general and administrative expenses.................
Research, development and engineering expenses™..........

Operating income (10SS) ......oeeivveriiiiiiiiiiiiies
Miscellaneous income—net...........cooivviviiieiiiienann..

Interest eXPeNSe ... ...covuiiiiiiii i

Federal and foreign income taxes...............cccoeviuennne.
Earnings (loss) before equity in net earnings (loss) of affiliates
and extraordinary items .............coiiiiiiiiiiiiiiininns
Equity in net earnings (loss) of affiliates ......................
Earnings (loss) before extraordinary items....................
Extraordinary items
Utilization of net operating loss carryforwards ............
Provision for U.S. Custom penalties (aoffiliates $235).....
Other HeMS......vviriiiiiiiiiii e

Net earnings (I0SS) «...ooevvinivniiiiiniiii e,

Earnings (loss) per share
Primary—
Before extraordinary items ..........c.ooeeviiieiininenn.,
Extraordinary items..............ooooiii

Assuming full dilution—
Before extraordinary items ............cooiiiiiiial,
Extraordinary items...........coeiiiiniiiiiiiiniienen,

Financial Statistics

Current ssSets ......ovevviviiiiiiiiii
Current liabilities ..........coooviiiiiiiii
Net working capital............oooooiiiiiii
Net property, plant and equipment and other assets.........

Stockholders’ equity ........c.cooiiiiiiiiiiii
Dollars per share (book value) ...............cccoiiiinne
Capital expenditures..........c.coviiiiiiiiiiiiiiii

General Information
Average number of employees.................cooiiin
Number of shares:
Outstanding at year end .............oovieiiiiiiiiiiiininn,
Average outstanding shares ....................
Number of stockholders..............co.oooiiiiiii,

Section 1: General

1974

$214,819
$165,721
26,608
7,751
$200,080
$ 14,739
2,840
$ 17,579
6,024
$ 11,555
4,960

$ 6,595
1,653

$ 8,248

$ 2,348

2,348
10,596

A

$2.38
.68

$3.06

$2.20
.58

$2.78

$112,816
22,750
90,066
58,908
76,673
6,720
65,581
18.94
12,712

12,900
3,463,311

3,458,581
8,751

*An item has been reclassified to correspond with the 1974 clossifications.

1973 1972 1971

(in thousands of dollars)
$197,640 $146,647 $117,867
$151,015 $115,540 $ 95,209
25,310 20,780 19,316
7,072 5,912 7,808
$183,397 $142,232 $122,333
$ 14,243 $ 4,415 $ (4,466)
1,013 169 807
$ 15,256 $ 4,584 $ (3,659)
4,659 3,623 3,523
$ 10,597 $ 961 $ (7,182
5,416 1,396 875
$ 5,181 $  (435) $ (8,057)
3,063 1,101 (89)
$ 8,244 $ 666 $ (8,146)
$ 3,381 $ 417 $ —
— (1,824) —
— 443 50
$ 3,381 $  (964) $ 50
$ 11,625 $  (298) $ (8,096)
$2.41 $ .20 $(2.39)
.99 (.28) .02
$3.40 $(.08) $(2.37)
$2.18 $ .20 $(2.39)
.96 (.28) .02
$3.14 $(.08) $(2.37)
s — s — § —
$103,929 $ 89,206 $ 82,394
24,547 18,935 14,439
79,382 70,271 67,955
53,393 43,640 45,512
72,387 66,164 67,409
5,664 4,909 2,959
54,724 42,838 43,099
15.91 12.54 12.63
9,348 5,170 4,740
12,600 10,600 9,700

3,439,278 3,415,073 3,411,579
3,423,467 3,412,181 ° 3,411,579
7,883 9,011 9,629

1970

$127,480
$101,079
20,649
9,133
$130,861
$ (3,381)
1,736

$ (1,645)
3,534

$ (5,179
925

$ (6,104)
(351)
$ (6,455)

$ —

(42;)
$ (422
$ (6,877)

$(1.89)
(.13)

$(2.02)

$(1.89)
(.13)

$(2.02)
$ .20

$ 79,632
27,341
52,291
46,939
45,411

2,622
51,197
15.01
8,366

10,900
3,411,579

3,411,579
10,260



Information Required By SEC Regulations 7

Management’s Analysis of Summary
of Operations

THE ARUNDEL CORPORATION (DEC)

Management's Analysis of the Summary of Operations

Sales and revenues and earnings by division for each of the
five years ended December 31, are shown below:

Sales and Revenues
Construction Materials Division .............c.covvvvvnnnen..
Heavy Construction Division ..................cccceeeena.n,
Real Estate Division—Continuing..................cccevven.en

$54,583

Earnings (Loss) before Administration, General, Interest and
Other Expense
Construction Materials Division .............................
Heavy Construction Division ................cceeeviininnn...
Real Estate Division—Continuing..................ccvnvennn.

Construction Materials Division

The increase in sales in 1973 reflected the inclusion of
sales for a full year of Sadler Materials Corporation which
was acquired by purchase in October 1972. The sales in-
crease in 1974 was due to higher seliing prices brought about
by the need to reflect higher costs of operations particularly
the increased cost of cement. Earnings over the period have
not increased proportionally with sales due in 1973 to work
stoppages caused by labor disputes in the fall of the year and
in 1974 to marked increased costs of operation as well as the
softness in the home building industry serviced by the brick
and lightweight siag businesses.

Heavy Construction Division

Revenues over the period vary as a result of the timing of
the start of new contracts and the completion of existing con-
tracts. The drop in revenues in 1973 refiected the completion
of two contracts during the year and reduced revenues from
the New York City Water Tunnel. In 1974 Revenues in-
creased as a result of the award of two new joint venture
contracts referred to in the letter to stockholders and two
contracts with a Baltimore utility. The losses reflected in 1972
and 1974 reflect reserves established for the New York City
Water Tunnel in the amounts of $2,859,000 and $800,000
respectively. Earnings on contracts other than the Water
Tunnel in 1974 did not reach 1973 levels due to the comple-
tion of a major contract at the end of 1973 and nominal profit
recognition on the new projects started in 1974.

Real Estate Division

Income increased over the period due to sales of certain
properties in Maryland, in particular, the Grant Property in
1972, the Northway Apartments in 1973 and certain buildings
and land in our Baltimore-Washington Industrial Park in
1974. Profits from the sale of buildings and land in 1974
accounted for the increase in earnings that year.

1974

$29,511

$ 3,872

3,044
$ 6,655

1973 1972 1971 1970
(in thousands)
$26,414 $20,714 $22,136 $22,906
11,067 20,732 20,009 15,183
7,994 2,711 3,107 1,645 1,194
$40,192 $44,553 $43,790 $39,283
$ 3,720 $ 4,050 $ 3,957 $ 3,724
1,534 (1,307) 1,077 666
902 723 476 431
$ 6,156 $ 3,466 $ 5,510 $ 4,821

Other Expenses

Administrative and general expense increased over the
period as a result of the increased volume of business of the
Company. Administrative expense as a percentage of total
revenues in 1970 was 1.6%. In 1974 it was 1.7% of total
revenues after including revenues of discontinued opera-
tions.

Interest expense increased primarily due to the assump-
tion of debt associated with the Sadler acquisition.

The reduction in other income—net was due to the reduc-
tion of interest and dividend income associated with market-
able securities which had been sold.

Fourth Quarter—1974

A summary of the results of operations for the fourth quar-
ter 1974 is as follows:

(In Thousands)
Continuing Operations:

Sales and revenues...........cciveiiniiiiniininnnn.s $ 16,233
Costs and expenses .........ceeveinenenienenenennnnes 14,032
Income before taxes and discontinued operations . 2,201
Applicable taxes .........covevveiiiiiiiiiiiiiiinninne. 1,008
Income before discontinued operations ............. 1,193
Discontinued Operations:
Loss from discontinued operations .................. (6.579)
Applicable tax credit ...l 1,301
(5,278)
Net (LOSS) +eeenritiniiieeiei et ce e e eneeeas $ (4,085)
Earnings (Loss) per common share:
From continuing operations ............c..c.cveuenns $ .68
Net Earnings (LOSS) ....coevereriinininirineninnnnens. $ (2.36)

Subsequent to management’s decision to discontinue
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Company-managed residential real estate operations as of
September 30, 1974, management has included residential
real estate joint ventures in discontinued operations. As a
result of the continuing deterioration in the housing market,
management has revised its estimates and forecasts and
reflected such revisions in the quarter. A condensed analysis
of the discontinued operations from October 1, 1974 to De-
cember 31, 1974 follows:

Loss from discontinued operations hefore taxes

through September 30, 1974 ...................... $10,685
Additional loss provided or incurred................... 6,579
Loss from discontinued operations before taxes

through December 31, 1974....................... 17,264

Less losses charged to reserve.............c.c......... 4,967

Reserve Balance at December 31, 1974........... $12,297
Reserves represented by:
Write-down of assets to estimated net realizable
VAIUE ..o $10,906
Operating losses during the phase-out period...... 1,391
' $12,297

COMBUSTION ENGINEERING, INC. (DEC)

Management Discussion and Analysis of the Summary of
Operations

1974 Compared to 1973

Net Sales increased 22% over those in 1973. Part of this
increase is attributable to higher selling prices and part to
increased volume. Sales increased in all major product lines:
design, engineering and construction services (44% over
1973); products, equipment and services supplied to indus-
trial markets (21% over 1973) and steam generating systems
and equipment for the electric utility industry (16% over
1973). Comments on the principal factors affecting sales vol-
ume in 1974 follow:

(a) Design, engineering and construction services—
The world-wide energy shortage stimulated the demand for
engineering and construction services by petroleum and
chemical companies.

(b) Products, equipment and services supplied to indus-
trial markets—
Principal increases were represented by field processing
equipment for oil and natural gas industries; steam generat-
ing equipment; screening for general industrial applications;
and refractory and mineral products.

Sales of certain architectural products were adversely af-
fected by the severe drop in residential housing starts in
1974. Sales of architectural glass and aluminum building
products declined. Sales of manufactured wood products,
excluding the sales of a company acquired in 1974, also
declined.

(c) Steam generating systems and equipment for the elec-
tric utility industry—
The increase was primarily due to greater demand for
equipment maintenance and modernization services, in-
creased shipments of replacement parts and air quality con-

trol systems, and increased activity on nuclear steam-supply
systems.

Costs of Sales increased 26% over that in 1973 as a result
of the increase in sales volume and also because of higher
costs for labor, materials and services. The increase in cost
of sales was disproportionate to the increase in sales for
several reasons. The principal factors were as follows:

(a) The decline in sales volume and depressed selling
prices of glass, aluminum and manufactured wood products;
also difficulties encountered in the initial stages of operations
of the float glass plant at Cinnaminson, New Jersey. These
factors resulted in substantial losses by the glass and build-
ing products operations.

(b) The change to the last-in, first-out (LIFO) method of
inventory valuation for certain domestic inventories, generally
inventories other than those involved in long-term contract
work. The LIFO method was adopted because the rapid in-
crease in prices during the year would have resulted in an
overstatement of profits if use of the average or first-in, first-
out (FIFO) method were continued since inventories sold
were replaced at substantially higher prices. The effect of the
change to LIFO on reported earnings for the year was a
decrease of $5,887,919, or $.55 per share.

(c) The higher level of research and development ex-
penses and other costs and expenses in connection with
nuclear steam-supply systems. The loss on nuclear activities
in 1974, including the effect of the foregoing, exceeded that
of the prior year.

(d) The high rate of inflation in 1974 which resulted in
material and labor cost increases in excess of those provided
for in certain fixed price contracts obtained in prior years for
fossil fueled steam generating systems and equipment.

Interest Expense increased 26% over that for 1973. In-
terest expense increased primarily because of increased
short-term borrowing caused by the substantial increases in
inventory and accounts receivable. Inventories rose sharply
in 1974 because of higher prices, the higher level of opera-
tions and inventory imbalances caused by material short-
ages. Interest rates also increased substantially in 1974.

The Extraordinary Charge in 1974 represents an addition
of $5,200,000 to the reserve provided in 1972 for loss on the
disposition of the Company’s holding in United Nuciear Cor-
poration, less applicable income taxes of $2,500,000.

1973 Compared to 1972

Net Sales increased 11% over those in 1972. Sales in-
creases were primarily in products, equipment and services
supplied to industrial markets (19% over 1972) and design,
engineering and construction services (12% over 1972).
Sales of steam generating systems and equipment for the
electric utility industry increased 2% over 1972. Comments
on the principal factors affecting sales volume in 1973 follow:

(a) Products, equipment and services supplied to indus-
trial markets—
Increased sales of wood products were attributable largely to
the Morgan Company which was acquired in the fourth quar-
ter of 1972 and which was included in operating results for
the full year 1973. An increase in the sales of mineral pro-
ducts was attributable largely to a new processing plant for
refractory materials (Mulcoa) which came on stream late in
1972, but was in operation for the entire year 1973. The
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decline in residential housing starts in 1973 adversely af-
fected sales of, and prices for, architectural glass and
aluminum building products.

Price controls during 1973 under the Economic Stabiliza-
tion Program prevented price increases for certain products,
particularly products, equipment and services supplied to in-
dustrial markets, despite rising costs and expenses.

{(b) Design, engineering and construction services—
The world-wide energy shortage stimulated the demand for
engineering and construction services by petroleum and
chemical companies.

(c) Steam generating systems and equipment for the elec-
tric utility industry—
The increase was primarily due to increased field construc-
tion work on fossil-fired boilers and increased shipments of
replacement parts, but was partially offset by lower activity on
nuclear steam-supply systems and fuel.

Cost of Sales increased 11% over that in 1972. The in-
crease in cost of sales was caused primarily by the various
factors discussed in the previous paragraphs in connection
with the increase in sales. Other factors affecting cost of
sales in 1973 were as follows:

(a) Start-up costs were incurred in connection with the
Company's float glass plant at Cinnaminson, New Jersey
which was completed and began operations in the latter part
of 1973.

(b) Company sponsored research and development ex-
penses increased from $20,619,000 in 1972 to $24,406,000
in 1973,

Selling, General and Administrative Expenses increased
13.7% over those in 1972. However, such expenses in-
creased only moderately as a percentage of sales, going
from 7.3% of sales in 1972 to 7.5% of sales in 1973. This
increase was primarily attributable to the higher sales vol-
ume, and the warehousing distribution activities of the Mor-
gan Company. The latter factor was due to including the
Morgan Company in operating results for the full year 1973,

Taxes on Income increased 10.2% over that for 1972 due
mainly to the increase in income before taxes. Taxes on in-
come as a percentage of income before taxes increased
slightly over that for 1972.

LIBBEY-OWENS-FORD COMPANY (DEC)

Management’s Discussion and Analysis of the Summary
of Operations

1974 Operations Compared to 1973

The year 1974 compared to 1973 was characterized by a
substantial decline in several of LOF’'s major markets
—principally in automobile production, but also to a large
degree in the building construction and furniture industries.
Contrary to these declines, the markets for fluid power prod-
ucts remained very strong throughout the year. Glass Divi-
sion sales were off 17.8%, while fluid power and plastics
subsidiary company sales were up 23.4% and 13.9% respec-
tively. Sales were increased during the year by the acquisi-
tion of four companies—one small glass tempering, one fluid

power product and two plastic product manufacturers with
aggregate sales in 1974 of $10,358,000 since date of acquisi-
tion.

The principal factors contributing to decreased earnings for
1974 compared to 1973 were lower sales volume, primarily
automotive products, and significantly higher costs of materi-
ais, labor, fuels and freight which were not offset by price
increases and numerous cost cutting actions taken by man-
agement during the year. Interest costs for the year were also
up substantially as a resuit of higher rates and increased
borrowings. Comparisons to 1973 earnings were also af-
fected by the adoption of the LIFO method for pricing inven-
tories in 1974 which reduced per share earnings by 28 cents.

1973 Operations Compared to 1972

Significant increases in both sales and earnings for 1973
over 1972 reflected the high levels of activity in the U.S. and
other industrialized world economies. There was a high de-
mand in almost all of the Company’s markets including au-
tomotive, building construction, capital goods, and furniture
industries. Nine new facilities were also brought on stream
during 1973 in all of the Company’s areas of operation includ-
ing glass, fluid power and plastics. Interest expense also in-
creased substantially as a result of higher interest rates and
greater short-term bank borrowings needed to finance a large
portion of this plant expansion. Income taxes were also in-
creased as a result of increased earnings.

P. R. MALLORY & CO. INC. (DEC)

Management’'s Discussion and Analysis of the Summary
of Operations

1974 Compared with 1973

Consolidated net sales for 1974 totaled $248,928,000, an
increase of 10 percent over the $225,789,000 reported for
the prior year. These improved sales resulted from increased
worldwide sales of DURACELLR batteries and from sales to
industrial markets of components and metallurgical products.

Cost of sales in 1974 rose 14 percent over 1973. This
increase was affected by higher costs for materials and per-
sonnel as well as by the adoption of the last-in, first-out
(LIFO) method of valuing inventories in the domestic opera-
tions, necessitated by the rapid increase in prices in 1974
which caused inventories sold to be replaced at substantially
higher prices. The effect of the change was to decrease re-
ported net earnings by $3,687,000 or 95 cents per share. The
adoption of LIFO, as well as start-up costs in connection with
a new facility, had particularly significant effects on the cost of
sales in the Metals and Materials group.

Selling, administrative and general expenses increased by
$3,849,000 primarily as a result of expansion in the
worldwide distribution of DURACELLR batteries. Increased
interest expense of $2,402,000 is attributable to higher in-
terest rates during 1974 and increased borrowings to support
working capital requirements.

Our share of net earnings of unconsolidated subsidiaries
and other companies in which we have an ownership interest
of 20 percent or more increased $2,320,000 over 1973. Sig-
nificant to this comparison is the loss of $1,070,000 in 1973
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attributable to the relinquishment of our interest in Mallory
Timers Continental S.p.A., of ltaly. Johnson Matthey & Mal-
lory Limited, of Canada, contributed $2,519,000 to equity
earnings in 1974, as compared with $1,406,000 in the prior
year.

Consolidated net earnings for 1974 of $8,244,000, on a
LIFO basis, were benefited from a change in accounting
practice implemented January 1, 1974, to more fully absorb
variances and manufacturing overhead in inventory values.
This change complied with new regulations issued by the
Internal Revenue Service, and increased net earnings for
1974 by approximately $432,000, or 11 cents per share. In
addition, the cumulative effect on prior years (to December
31, 1973) of this change to full-absorption inventory methods
resulted in a one-time gain of $1,225,000, or 32 cents per
share, after reduction for taxes on income of $179,000. Ref-
erence is made to the accompanying notes to the consoli-
dated financial statements for further information regarding
changes of inventory valuation methods.

Taxes on income in 1974 were $3,450,000 less than in
1973. The effective United States tax rate for 1974 was 31
percent compared with 41 percent in 1973. The difference in
each year from the United States statutory rate of 48 percent
results principally from the inclusion of state and local taxes
on income in the provisions for taxes, foreign tax credits,
investment tax credits and net earnings of unconsolidated
subsidiaries and other companies in which we have an own-
ership interest of 20 percent or more which are subject to
foreign taxes on income and which will be subject to minimal
United States taxes in the future.

1973 Compared With 1972

Consolidated net sales for 1973 totaled $225,789,000,
compared with $189,888,000 for the previous year. This
broad-based, 19-percent increase occurred particularly by
reason of acceleration of our sales to the industrial market,
worldwide directly-related consumer distribution activities fo-
cused primarily upon our DURACELLR batteries, as well as
by a step-up in our shipments to the appliance and television
industries.

On the sales increase of 19 percent, cost of sales rose 20
percent. In addition to costs incurred in direct relation to the
higher sales volume, this cost increase principally reflects the
sharp rise in the cost of raw materials largely the result of the
relatively high rate of inflation experienced in 1973.

Selling, administrative, and general expenses increased by
$3,701,000 or 12 percent from 1972 to 1973. This increase is
attributable to the higher sales volume and to increases in
salaries and services expense; however, such expenses did
not increase proportionately to sales as a resuit of the be-
nefits of economies of higher volume levels.

Interest expense in 1973 increased $1,329,000 principally
as a result of additional borrowings.

Our share of net earnings of unconsolidated subsidiaries

and other companies in which we have an ownership interest
of 20 percent or more increased $985,000 over 1972, not-
withstanding the loss of $1,070,000 in 1973 attributable to the
relinquishment of our interest in Mallory Timers Continental
S.p.A. The company’s share of the net earnings of Johnson
Matthey & Mallory Limited, of Canada, was $1,406,000 and
$799,000 for 1973 and 1972, respectively.

SPRAGUE ELECTRIC COMPANY (DEC)

Management’s Discussion and Analysis of the Summary
of Operations

1974 vs. 1973

Net sales for the year 1974 rose 9% over the prior year to a
new record due principally to the highest beginning backlog
of orders and longest lead time for shipments in the
Company's history. The second half of 1974 was in marked
contrast to the first half and resulted in a progressive deciine
in both incoming orders and shipments in the face of de-
teriorating economic conditions. Earnings before affiliates’
earnings and extraordinary items showed a 27% increase in
1974 over 1973 and include a gain of $1,629,758 from the
sale of 111,870 shares of Mostek Corporation stock. A de-
crease of $1,409,784 in the net earnings of affiliates due
principally to a decline in the net earnings of Mostek Corpora-
tion, together with a reduction of $1,033,468 of tax loss car-
ryforward compared to 1973, resulted in net earnings for
1974 approximately 9% below 1973.

Interest expense rose 29% over the prior year due to in-
creases in total borrowings and higher interest rates. The
Company’s earnings decline in the second half of 1974 re-
flected both the inability to recover unprecedented cost in-
creases especially of materials, supplies, fuel and utilities, as
well as the effect of lower shipment volume. The net results in
the fourth quarter wouid have been profitable except for the
$483,953 net write-off of our investment in Princeton Materi-
als Science, Inc. which was in the form of convertibie deben-
tures and notes receivable.

1973 vs. 1972

Net sales for 1973 increased 35% over 1972 reflecting
substantially higher worldwide demand in virtually all markets
served by Sprague. Net earnings showed a dramatic im-
provement over 1972 net earnings of $1,526,260 before a
restatement to a net loss of $298,346 due to a mitigated
penalty assessed by U.S. Customs. The improved resuits for
1973 reflected significantly higher sales volume across the
board; greater efficiency in the utilization of facilities and per-
sonnel; continued growth in the contribution from our share in
the earnings of affiliated companies, chiefly Mostek Corpora-
tion; and the utilization of a net operating loss carryforward of
$3,381,000 in 1973.

Other Years

Net sales in 1972 increased 24% and 15%, respectively,
over the previous two years’ depressed sales levels. Industry
sales of electronic components were depressed during 1970
and 1971 and reflected not only lower sales of electronic end
products of most types together with the progressive soften-
ing in general economic conditions, but aiso the cumulative
effects of very sharp reductions of customer component in-
ventories. The Company’s sales declined more than those of
the overall components industry in 1970 due to the additional
direct loss of sales volume resuliting from a ten-week strike at
the Company’s North Adams plants, the effects of which con-
tinued to be felt in 1971 along with overcapacity in the com-
ponents industry. As a result, the Company incurred substan-
tial operating losses in 1970 and 1971 on significantly lower
sales in each year.
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1975 Outlook

As explained in the Letter to Shareholders, prospects for
our business in the first six to nine months of 1975 are not
very good. Present indications are that 1975 will be a down
year for Sprague, as well as for most component suppliers.
We do not anticipate significant improvement in volume be-
fore the fourth quarter at the earliest. As a result, it is highly
unlikely that we will be able to sustain profitable operations,
at least during the first six months of the year.

Description of Company’s Business

THE BABCOCK & WILCOX COMPANY (DEC)

Business Description

The Babcock & Wilcox Company and its subsidiaries are
engaged in the design, manufacture and sale of products
which may be broadly classified as: steam generating and
associated equipment; tubular products; refractory products;
and automated machines and machine tools.

Steam generating equipment includes individually en-
gineered complete fossil-fuel boilers, nuclear steam systems,
and nuclear fuel and nuclear fuel assemblies for electric utility
and marine applications as well as fossil-fuel boilers for in-
dustrial processes and power generation. Steam generating
equipment also includes specially engineered accessories
and components, such as air heaters, fans, precipitators,
cleaning systems for heat transfer surfaces, nuclear reactor
components, control and performance computers, automatic
controls and instruments and nuclear control-rod drives. As-
sociated equipment includes individually engineered recov-
ery processes and pollution control systems for the process
and utility industries, tubular hoods for basic oxygen and
electric furnaces, heavy pressure vessels and heat exchan-
gers, hollow forgings for steam piping and other uses, reflec-
tive metallic thermal insulation, special control valves and
centrifugal pumps. In addition to designing and manufactur-
ing the foregoing steam generating and associated equip-
ment, the company through a separate construction unit also
is engaged in the erection of certain of this and other equip-
ment.

Tubular products include stainless, alloy and carbon steel,
seamless and welded tubes and pipe, tubular and solid
shapes, extrusions, special metal tubes, welding fittings and
flanges, and seamless rolled rings. These are principally
“specialty” products of high quality and engineered for spe-
cial applications. Material amounts of tubes are manufac-
tured by the company to satisfy its own requirements as well
as those of other manufacturers of steam generating equip-
ment; however, the major portion of the company’s tubes are
sold to others for use in the bearing industry, the petroleum
industry, the machinery industry, the primary metal industry,
the fabricated metal industry and the construction industry.

Refractory products include kaolin clays, specially en-
gineered and vacuum formed ceramic fibers, insulating and
specialty firebrick, plastics, mortars, castables, and special

oxide refractories. These refractories are used in high tem-
perature furnaces for various heating and heat treating pur-
poses and in other applications where the temperatures and
rates of combustion or chemical reactions are unusually de-
manding.

Automated machines and machine tools include individu-
ally engineered transfer or multi-station machines for produc-
tion lines, hydrostatic bearings, precision boring machines,
broaching machines and broaches, large grinders, cutting
tools, hydraulic accessories, production tracer lathes and
numerical control machines. This equipment is sold to man-
ufacturers in various industries for use in their manufacturing
processes and in the products manufactured by them.

MARATHON OIL COMPANY (DEC)

A brief description of Marathon Oil Company

Incorporated in Ohio in 1887, Marathon is an integrated oil
company, engaged primarily in the exploration for and de-
velopment, production, purchasing, transportation and mar-
keting of crude oil and natural gas, and in the refining, trans-
portation and marketing of petroleum products.

We are active in exploration or production or both in most
of the major oil-producing areas of the United States and
Canada. We have three refineries in the United States and
engage in retail marketing operations primarily in six Midwest
states. Wholesale marketing is conducted both in the Mid-
west and Southeast regions of the nation. A wholly owned
subsidiary, Marathon Pipe Line Company, operates crude oil
and refined products pipelines in 12 states.

Overseas, Marathon has substantial crude oil production in
Libya, North Africa, and has discovered natural gas in the
Celtic Sea off the coast of Ireland. European refining activity
includes a wholly owned petrochemicals refinery in West
Germany and interests in two other refineries, one in West
Germany and one in Spain. Marketing of refined products in
Europe is conducted at the wholesale level. Our exploratory
operations extend to five continents.

NATIONAL STARCH AND CHEMICAL
CORPORATION (DEC)

Summary of Nature and Scope of the Company’s busi-
ness

National Starch and Chemical Corporation, its domestic
and foreign subsidiaries and its foreign joint ventures are
engaged in the business of manufacturing and selling three
principal categories of products: (1) adhesives and related
products, (2) starches and related products and (3) chemical
products. The estimated contribution of each of the three
product categories to the consolidated sales of the Company
and its consolidated subsidiaries in each of the 5 years ended
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December 31, 1974 was approximately as follows:

Adhesives and Related Products ...........c.covvevveenenin....
Starches and Related Products ..............ccoooeninininnn....
Chemical Products .........coooviniiiiiiiie e,

The relative contributions to consolidated sales of the three
principal categories of products changed in 1972 principally
because of the Company’s acquisitions of businesses in-
cluded in the adhesives and related products category in
1971 and 1972. The Company’s operations are interrelated
through use by one activity of the production of another and
through the practice of having marketing and sales staffs
serving important customer industries handle all categories
of products. Because of the interdependence of operating
activities, a similar estimate of the relative contribution of
each of the categories to profit is not practicable.

The Company serves a large and diversified group of in-
dustrial users; no one customer represented more than 212%
of the net sales of the Company in 1974. For the most part,
sales are made directly through the Company’s Sales force.

Adhesives and Related Products

The Company offers a broad line of adhesives and related
products based both on starch and on synthetic raw materi-
als. Its starch-based products are compounded from corn,
tapioca or potato starches. lts chemical-based products are
compounded primarily from vinyl acetate polymers and
copolymers although the Company also produces adhesives
from polyamides, epoxies and other bases. Most adhesives
are used on high-speed automatic packaging or fabricating
equipment or in other specialized operations and were de-
veloped to meet the requirements of the materials to be
adhered, end product specifications and the production pro-
cesses employed. The Company’s lines of adhesives and
related products have a great variety of uses.

Two major markets for the Company’s adhesives are the
general packaging industry (including bottle, can and paper
and plastic surface labeling, case and carton sealing and
package wrapping) and the paper converting industry (includ-
ing the manufacture of envelopes, paper and plastic bags,
boxes, cigarettes, paper cups, tubes and other paper and
‘board constructions). The Company also produces adhe-
sives used in: the manufacture of pressure-sensitive tapes,
labels, decals and wall-coverings, laminating transparent
films and foils; fabricating furniture and cabinets; bonding
insulation and structural panels to interiors and exteriors of
buildings and vehicles; repairing shoes; and applying insula-
tion for industrial heating and air conditioning equipment,
electric components, home appliances and automobiles, as
well as for sound deadening. The Company also manufac-
tures a complete line of sealants which are sold for glazing
factory-built windows, for the assembly of insulated glass and
for other specialized construction uses, and film adhesives
sold to automotive, appliance, aircraft, nameplate, and other
industrial users. Through one of its subsidiaries, the Com-
pany manufactures pre-mixed high technology adhesives
and potting compounds which are sold primarily to the elec-
tronics industry. In Canada, England, and Australia, the
Company makes a broad line of adhesives and related mate-
rials sold in small packages to consumer markets.

1974 1973 1972 1971 1970
39% 40% 40% 36% 35%
38 37 42 43
22 23 22 22
100% 100% 100% 100% 100%

Starches and Related Products

The Company extracts starch from standard and specialty
corns by the wet-milling process (which involves grinding the
corn kernel while wet and the separation of its starch and
other components) and also produces modified starch pro-
ducts from imported tapioca starch. Typically, the Company
modifies such starches by chemical or physical processes to
make specialty products designed to serve the particular
needs of a wide variety of industrial users. By-products re-
covered in the corn wet-milling process and sold inciude un-
refined corn oil and gluten feed and meal.

The Company believes it is the largest processor of waxy
and high-amylose corns, which yield starches with different
properties from those made from regular corn and which are
thus particularly suitable for a number of applications.

The largest users of the Company’s starch products are
the food industry (as stabilizers, texturizers, and processing
aids), the paper industry (principally as binders, sizes, and
production aids in the paper-making process), and com-
panies which use starch products for corrugating and other
adhesive applications. Other markets include the phar-
maceutical, textile, and pet food industries and several pack-
aging and paper converting applications. Through sub-
sidiaries, the Company also makes and sells a line of food
intermediates, seasonings and flavors and also grows and
sells to farmers regular hybrid corn seed and some varieties
of waxy corn seed.

Chemical Products

The Company manufactures a wide variety of vinyl ace-
tate and other types of polymers and copolymers, both for
use by the Company in its production of formuiated adhe-
sives and for sale to other major markets such as the paper,
cosmetic, textile and building products industries. The Com-
pany has a plant for the production of vinyl acetate monomer,
which is used by the Company in making vinyl acetate
polymers and copolymers and purchases its additional re-
quirements in the open market. The Company also supplies
specialty polymers used in the hair-care field, principally for
hair sprays, and is a major supplier of cationic polyelectro-
lytes to the paper industry as production aids and for effluent
treatment. Through subsidiaries, the Company also produces
textile finishing chemicals, specialty chemicals for yarn and
carpet manufacturers, and a variety of proprietary organic
chemicals and custom-manufactured chemicals for other
companies. In Canada, the Company makes and sells formu-
lated products for coating, repair and upkeep of concrete and
masonry floérs and walls, as well as a line of stains to
beautify, preserve, and protect wood. Both these product
lines are sold in small packages to hardware and building
supply stores to reach the consumer and do-it-yourself mar-
ket.
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International Operations

The Company's international consolidated subsidiaries
(operating plants and serving markets in Canada, Mexico,
England, Australia, France and South Africa) accounted in
1974 for approximately 27% of consolidated net sales (sales
of unconsolidated affiliates not being included in consolidated
sales); the international consolidated subsidiaries and un-
consolidated affiliates (operating plants and serving markets
in England, France, the Netherlands, West Germany, Mex-
ico, Japan and Venezuela) accounted in 1974 for approxi-
mately 41% of consolidated net income (the Company's full
share of earnings in unconsolidated affiliates being included).

* * *

The above summary should be read in conjunction with the
other material in this Annual Report. A more detailed descrip-
tion of the Company and its operations is contained in the
Company’s Annual Report on Form 10-K, which is available
on request to stockholders (see page 20).

A. O. SMITH CORPORATION (DEC)

What We're All About

A. O. Smith Corporation is a diversified manufacturer serv-
ing customers in basic and essential industries in the United
States and abroad.

The company’s principal customers are the automotive in-
dustry; oil and natural gas companies; manufacturers of ap-
pliances, air conditioning systems and refrigeration equip-
ment; commercial builders; plumbing wholesalers and utility
companies; farmers and ranchers; and railroad car builders.

A. O. Smith is the world’s largest manufacturer of au-
tomobile and truck frames, the leading producer of petroleum
measuring systems, and the major manufacturer of auto-
mated animal feed processing and storage systems. It holds
leading positions in the manufacture of water heating equip-
ment and electric motors used in water systems, air condi-
tioning and refrigeration. It is also one of the major elevator
manufacturers in North America.

Since its founding in 1874, A. O. Smith has pioneered
many technical achievements which helped build the com-
pany from a manufacturer of baby carriages and bicycle
frames to one which manufactures hundreds of products for
thousands of customers. Today, 101 years after its founding,
A. O. Smith and its subsidiaries employ some 16,000 per-
sons with 18 manufacturing plants around the world. It has
sales and distributor outlets throughout the free world and its
products are at work in nearly every country on earth.

A. O. Smith has paid cash dividends on its common stock
every year since 1940.

SPRAGUE ELECTRIC COMPANY (DEC)

Sprague Electric Company is an electronics company, in-
ternational in scope, engaged in the manufacture, distribution
and sale of electronic and electrical circuit components. Its
principal products include passive discrete and assembled
components, active discrete and assembled components,
and semiconductor integrated circuits. Passive discrete and
assembled components is the only class of products over

10% of our business. This class of products, during the last
five years, has accounted for the following percentages of our
net sales: 1974—88%, 1973—87%, 1972—89%,
1971—90%, 1970—86%. The Company’s operations are
those of a materials processor whose function is to take basic
materials (including aluminum, tantalum, silicon, synthetic
films, paper, plastics and many other materials) and render
them operative in electronic circuitry through complex pro-
cessing, assembly and test procedures. Such processes in-
clude controlled etching and plating, impregnation, film de-
position, diffusion, pressing and sintering, and many other
processes, most of which require heavy capital investments
and large in-process inventories. The development of au-
tomatic and semi-automatic production equipment for the
Company’s own use is an important element in its overall
competitive position.

Market Price and Dividend Data

ARMSTRONG CORK COMPANY (DEC)

Price Range of Common Stock (NYSE)
Quarter 1974 1973
1 21% to 32% 24" to 34Y

2 25% to 29% 22 to 27%
3 14% to 26 21% to 31%
4 15% to 23'% 21 to 34Y%

Dividend Payments on Common Stock

Quarter 1974 1973
1 $.21 $.20
2 .23 .20
3 .23 .2
4

.23 .21

THE ARUNDEL CORPORATION (DEC)

Arundel Stock Information

Unlisted Stock

Series A 5% Cumulative Convertible Preferred Stock, par
value $50 per share;

Dividend—$2.50 per year for each share, payable quar-
terly.

Series B 3.2% Cumulative Convertible Preferred Stock,
par value $50 per share;

Dividend—$1.60 per year for each share, payable quar-
terly.

The Series A and Series B preferred stock is convertible
into 3.68 shares of common stock, has the same voting
privileges as the common stock (except in certain instances
where the approval of each class of stockholder is required)
and is callable at par value plus accrued dividends.

Transfer Agent and Registrar:
The Arundel Corporation
110 West Road
Baltimore, Maryland 21204
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Listed Stock

The Arundel Corporation Common Stock is listed on the
American Stock Exchange (symbol: ARL) and the PBW
Stock Exchange.

Transfer Agents and Registrars:
Maryland National Bank
Baltimore, Maryland

Manufacturers Hanover Trust Company
New York, New York

Price Range of Common Stock

Sales Price Dividend Paid
High Low During Period
1973
Quarter Ended March 31............ 18% 12 5% Stock Dividend
Quarter Ended June 30.............. 14% 8 —
Quarter Ended September 30....... 15 9% —
Quarter Ended December 31........ 1M% 7% —
1974
Quarter Ended March 31............ 10 7% 6% Stock Dividend
Quarter Ended June 30.............. 9% 6% —
Quarter Ended September 30....... 6% 4% —
Quarter Ended December 31........ 6 27 —

'COLT INDUSTRIES INC (DEC)

Market Price of Colt Industries Stock

The company’s common stock, the $1.60 cumulative pre-
ferred stock, Series A, and the $4.25 cumulative preferred
stock, Series D, are listed on the New York, Midwest, and
Pacific Stock Exchanges. In addition, the common stock is
also listed on the London Stock Exchange. The following
table sets forth the reported high and low sales prices of the
above mentioned stock on the New York Stock Exchange for
each quarter during 1974 and 1973:

1974 1973

Common Stock High Low High Low
First Quarter ................. 21% 15% 222 16Va
Second Quarter .............. 25% 18% 20 13%
Third Quarter................. 29Va 20%& 18 132
Fourth Quarter ............... 28V 202 19 13
$1.60 Cumulative Preferred Stock, Convertible Series A

First Quarter ................. 20 18% 22'4 20
Second Quarter .............. 19% 177% 217 19%
Third Quarter................. 20 16 21% 19%
Fourth Quarter ............... 19%a 16 22 17%
$4.25 Cumulative Preferred Stock, Convertible Series D

First Quarter ................. 50% 45% 54V, 50
Second Quarter ..... T 50 45 52 48%
Third Quarter................. 50 42 49 47%
Fourth Quarter ............ 49% 40 52% 427

To the best of the company’s knowledge, there is no estab-
lished trading market for the $4.50 cumulative preferred
stock, convertible Series B, the $4.25 cumulative preferred
stock, convertible Series C, and the $2.75 cumulative pre-
ferred stock, Series E.

Dividends

Quarterly dividends on the company’'s preferred stocks
were paid during 1974 and 1973 at the respective annual
amount stated in the titles of such preferred stocks.

Quarterly cash dividends on the common stock were paid
at the rate of 172¢ per share during the first three quarters of
1973 and 25¢ per share in the last quarter of 1973. In 1974,
quarterly cash dividends were paid at the rate of 25¢ per
share during the first three quarters and 50¢ per share in the
last quarter.

COMBUSTION ENGINEERING, INC (DEC)

Market price range per share and quarterly dividends per share (1973)
omitted for presentation purposes)

1974

First  Second Third Fourth

Quarter  Quarter  Quarter  Quarter
Quoted Market Price:

$106% $ 852 $39%  $32%
low ..o, 81% 32% 21% 22

High.....cooviiiiennn. $ 93 $75%(2) $34%  $29
Low oo, 73 36 23%2 23%2
Quarterly Dividends per Share:
Common Stock ...............
Series A Convertible
Preferred Stock............ .425 .425 .425 .425

$.3775 ¢ .45 $ .45 $ .45

(")Traded on the New York Stock Exchange

()Trading in C-E Common Stock and Preferred Stock on the New York
Stock Exchange was suspended on the morning of May 7, 1974, follow-
ing publication of an article in the Wall Street Journal alleging that C-E
had taken unusual contractual risks in certain 1973 contracts for nuclear
steam supply systems, and implying that there had been heavy inside
selling of C-E stock in 1973 related to the alleged contractual risks. C-E
promptly denied such allegations and implications, and issued a letter to
its shareholders dated May 10. Trading in both Common Stock and
Preferred Stock was resumed shortly after noon on May 8. The Common
Stock opened at 48, having last traded at 75%; the Preferred Stock
opened at 44, having last traded at 66.
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LIBBY-OWENS-FORD COMPANY (DEC)

Market and Dividend Information

The high and low sales price and dividends per share for
common and preferred shares traded on the New York Stock
Exchange by quarter were:

Market Price of Shares

1974 1973

Common Hi Low Hi Low
First Quarter ................. 32% 25 42% 36%
Second Quarter .............. 29 24% 37V, 31
Third Quarter................. 25 17 36% 297
Fourth Quarter ............... 207 1212 35 23%
Preferred—Series A
First Quarter ................. 67% 63% 81 76
Second Quarter .............. 64, 56 81 71
Third Quarter................. 57V 46 73 67%
Fourth Quarter ............... 54, 47% 70% 58%
Dividends Per Share
Common 1974 1973
First Quarter ......................... $ .55 $ .55
Second Quarter ...................... .55 .55
Third Quarter............couvvenen... .55 .55
Fourth Quarter ....................... .55 .85

$2.20 $2.50
Preferred—Series A
First Quarter ..............c.c........ $1.1875 $1.1875
Second Quarter ...................... 1.1875 1.1875
Third Quarter......................... 1.1875 1.1875
Fourth Quarter ....................... 1.1875 1.1875

$4.75 $4.75

MAREMONT CORPORATION (DEC)

Cash Dividends/Stock Prices

Total common stock cash dividends paid to stockholders in
1974 were $1,722,000, compared with $1,279,000 in the
previous year. Preferred dividend payments in 1974 totaled
$161,000 and $238,000 in 1973.

The Company reinstated a quarterly cash dividend pro-
gram on its common stock with a $0.10 payout in the second
quarter of 1973. Earlier, the Company had paid several stock
dividends. Per share cash dividends on the common stock
were paid during the last two years as follows:

Quarter Payment Date 1974 1973
First March 31 $0.10 —
Second June 30 0.10 $0.10
Third September 30 0.10 0.10
Fourth December 31 0.10 0.10

$0.40 $0.30

Cash dividends on the Company’s preferred stocks are
paid on January 31, April 30, July 31 and October 31. Per
share preferred quarterly dividends were paid for 1974 and
1973 as follows:

4%2% Cumulative Convertible Preferred Shares (1963

SIS - et $1.125
5%% Cumulative Preferred Shares.................... $1.4375
6% Cumulative Preferred Shares (1960 Series)...... $1.50

Maremont’'s common stock, traded on the New York Stock
Exchange, recorded the following prices during the last two
years:

1974 1973
Quarter High Low Quarter High Low
First $25%2  $13% First $51%2 $34%
Second $14% § 8% Second $40%  $31%
Third $1%  $ 6% Third $56s $31%
Fourth $12% $ 7 Fourth $59%.  $23%

Quotations for the Company’s preferred stocks represent
prices between dealers and do not include retail markup,
markdown or commission. They do not represent actual
transactions.

The 4%2% Cumulative Convertible Preferred stock (1963
Series) was traded on the over-the-counter market until it
was called on September 24, 1973. Following are quotations
prior to the call:

Quarter Ended March 31, 1973

Bid Asked
High Low High Low
$267 $200 $252 $224
Quarter Ended June 30, 1973

Bid Asked
High Low High Low
$197 $153 None None
Quarter Ended September 30, 1973

Bid Asked
High Low High Low
$265 $152 None None

The 5%% Cumulative Preferred stock was privately placed
and does not trade.

The 6% Cumulative Preferred stock is traded on the over-
the-counter market. Asked quotations are unavailable; bid
guotations are as follows:

Quarter Ended March 31

1974 1973
High Low High Low
$70 $70 $70 $70
Quarter Ended June 30

1974 1973
High Low High Low
$70 $70 $70 $70
Quarter Ended September 30

1974 1973
High Low - High Low
$60 $60 $75 $73%
Quarter Ended December 31

1974 1973
High Low High Low
$60 $60 $70 $70
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SQUIBB CORPORATION (DEC)

Market Prices and Dividends Paid

Market Prices

The following table sets forth the high and low per share
sales prices of Squibb Corporation common stock on the
New York Stock Exchange for the periods indicated. Prices
have been adjusted to reflect the two-for-one stock split effec-
tive on May 20, 1974.

High Low

1973:
First quarter.......co.cevevinennnenns 57'e $50%
Second quarter..........c.occeuennnne 54Y% 47%
Third quarter..........cc.coeeenneen. 51% 44
Fourth quarter........................ 49% 392
1974
First quarter.............. PO 45 38%
Second quarter....................... 43% 38%
Third quarter................coeeeee 40% - 20
Fourth quarter...............c.c.euune 33 22V
1975:
First quarter (through March 6,

1975) i 37% 24%

Dividends Paid

Amounts have been adjusted to reflect the two-for-one
stock split effective on May 20, 1974.

1973:

First QUArtEr.......veuevniniiieeriinieiiieeieieeeneaees $.19%
Second quarter...........ooeieiiiiiiiiiiii e J19%
Third quarter.......co.coeevviiiiiininnnn. TN .19%
Fourth quarter..........cooooiiiiiiiiiiiiiiiiiiiinnns .20%
1974:

First quarter.......ccooveiiiiiiiciiiiie, .20%%
Second QUAMTEr.......ccevviiiniiiiiiiiviiiiinieaes .21
Third qUArEr ......ccoiiiiiinii e .21
Fourth quarter..........oocoeenviiiinienniniinneniiennns .2

UNITED BRANDS COMPANY (DEC)

Market and Dividend Information

The principal market for trading in United Brands Capital
and $1.20 Preference stocks is the New York Stock Ex-
change. Market and dividend data for the last two fiscal years
are listed below.

1973 CAPITAL STOCK

Quarter 1st 2nd 3rd 4th
High...ooveiiiiiiiis $12% $9%  $10 $10%
Low ....... e erereaeeiaeanans 72 6 62 6
Dividend paid ................ None None None None
1974

Quarter 1st 2nd 3rd 4th
Hig. et $8% $8% $6% $ 4%
LOW veeniiieiiieieeeeeene e 7% 5% 3% 2%

Dividend paid ................ ; None None None None

1973 $1.20 PREFERENCE STOCK

Quarter 1st 2nd 3rd 4th
High..oooooiiinii $15% $14% $14 $ 14%
LOW iviiiiiiiiiiiiicancenns 13% 12% 12% 12V
Dividend paid ................ $.30 $.30 $.30 $.30
1974

Quarter 1st 2nd 3rd 4th
High. .o $13% $13% $ 1 $ 8%
LOW tiiieiiiiiiiiiieiiieieens 12Va 1% 72 4%
Dividend paid ................ $.30 $.30 $.30 None

The principal market for trading in United Brands $3.00
Preferred and $3.20 Preference stocks is the over-the-
counter market. According to the National Quotation Bureau,
Inc. bid prices for the $3.00 Preferred Stock, when available,
were in a range of $30-$38 per share in 1973 and $15 per
share in November 1974. Bid prices for the $3.20 Preference
Stock, when available, ranged between $29-$41 per share in
1973 and $40 per share in January 1974; subsequent 1974
bid prices are not available from National Quotation Bureau
Inc., but the Company was informed of one actual transaction
December 31, 1974 at a price of $13 per share. These bid
prices represent interdealer quotations and do not necessar-
ily reflect actual transactions. Because of the relatively small
number of shareholders and the infrequency of trading, such
quotations are not necessarily indicative of the market. Di-
vidend data for the last two fiscal years are as listed below:

1973 $3.00 PREFERRED STOCK

Quarter 1st 2nd 3rd 4th
Dividend Paid ................ $.75 .75 .75 .75
1974

Dividend Paid ................ $.75 .75 .75 None
1973 $3.20 PREFERENCE STOCK

Dividend Paid ................ $.80 .80 .80 .80
1974

Dividend Paid ................ $.80 .80 .80 None

TABLE 1-3: MONTH OF FISCAL YEAR END

1974 1973 1972 197

January ... 22 23 24 24
February .........ccoevininens 15 16 12 13
March .....ooooiiiiiiniinn, 19 20 18 18
April 5 5 5 6
May .o 8 10 12 1"
JUNE o 37 39 35 36
Wy 13 14 12 14
AuQUSt ..iiiiiiiiiean, 18 17 18 19
September ..........ccoeennl. 38 39 38 33
October .....cocovevviainnnns 28 3 33 32
November ................... 13 13 13 13
Subtotal ..eeerrcceines 216 227 220 219
December .........c....c..... 384 373 380 381
Total Companies .......cocuuunn 600 600 600 600
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NATURAL BUSINESS YEAR

For years, the accounting and legal professions, printers,
the SEC, and others interested in various aspects of the
year-end bottleneck have advocated that companies adopt a
natural business year. A natural business year is the period
of 12 consecutive months which ends when a business's
activities have reached the lowest point in its annual cycle. In
many instances, the natural business year of a company is
December 31. Table 1-3 summarizes the fiscal year endings
of the survey companies by months.

During 1974, three companies changed the date of their

fiscal year end. Examples of such changes and examples of
fiscal year definitions follow.

Change in Date of Fiscal Year Ending

CANNON MILLS COMPANY

Notes to Financial Statements

Note 1 (in part): Summary of Significant Accounting
Policies:

Fiscal Year-End—In 1974, the Company elected to change
its fiscal year from a calendar year to a year ending the
Thursday nearest December 31. Accordingly, the accom-
panying financial statements for the fiscal year ended
January 2, 1975 (fiscal 1974) include this change to the new
fiscal year basis. This change had no material effect on the
accompanying financial statements.

TELEDYNE, INC.

Consqlidated Balance Sheets

October 31,
December 31, 1973
1974 (Note 2)

Consolidated Statements of Income

For the Years Ended December 31, 1974 and QOctober 31,
1973

October 31,
December 31, 1973
1974 (Note 2)

Consolidated Statements of Retained Earnings

For the Years Ended December 31, 1974 and October 31,
1973

October 31,
December 31, 1973
1974 (Note 2)

Consolidated Statements of Capital Stock,
Additional Paid-in Capital and Treasury Stock

For the Year Ended December 31, 1974, the Two Months
Ended December 31, 1973 and the Year Ended October 31,
1973

Note 2: Change in fiscal year end.—In 1974, the Company
changed its fiscal year end from October 31 to December 31.
The results of operations for the two months ended De-
cember 31, 1973, which have been credited to retained earn-
ings, are summarized below:

$227,791,000

FOXES. .o euniniirnieeeinenere ettt e ae e $ 10,007,000
Provision for income faxes ......................... 5,000,000
Income of consolidated componies ................. 5,007,000
Equity in net income of unconsolidated subsidiaries

aofter allocated expenses and income tax

Credits ...oevniiiieiiree s 4,625,000
Net income ($.37 per share)....................... 9,632,000

Retained earnings, October 31, 1973.............
Equity in net income of unconsolidated subsidiaries

for one month period........ Pt
Retained earnings, December 31, 1973 ..........

262,012,000

3,044,000
$274,688,000

Annual reports in prior years have included the results of
operations of unconsolidated subsidiaries for fiscal years
ending on September 30. In connection with the Company'’s
change in fiscal year end, these subsidiaries’ year ends were
also changed to December 31. To accomplish this change,
the equity in the net income of unconsolidated subsidiaries
for the one month period, without any allocated expenses or
income taxes credits, has been credited directly to retained
earnings above.

WINNEBAGO INDUSTRIES, INC.

Consolidated Balance Sheets

February 23, August 31,
1974 1974

Consolidated Statements of Operations

Twenty-
Seven
Year Ended Weeks
Ended
February August 31,
23, 1974 1974

Consolidated Statements of Stockholders’ Equity

Balance, February 23, L1722
Balance, August 31, 1974...........c.ooiiniirencininnnennd SUTSTURR

Consolidated Statements of Changes in Financial Posi-
tion

Twenty-

Seven

Weeks

Year Ended Ended
February August
23, 1974 31, 1974

Notes to Consolidated Financial Statements
Note 1 (in part): Significant Accounting Policies
Fiscal Year—On June 27, 1974 the Company adopted the
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policy of having the fiscal year end on the last Saturday in
August. The five fiscal years ended February 23, 1974 all
ended on the last Saturday of February. The year ended
February 28, 1970 contained 53 weeks, while all others con-
tained 52 weeks. For income tax purposes, the fiscal year will
continue to end on the last Saturday of February.

Definition of Fiscal Year

AMERICAN STORES COMPANY (MAR)

Notes to Financial Statements

Note 1 (in part): Summary of Significant Accounting
Policies

Definition of Fiscal Year—The company'’s fiscal year ends
on the Saturday nearest to March 31. Fiscal year 1974 ended
March 30, 1974; fiscal year 1973 ended March 31, 1973.
Both of these years comprised 52 weeks.

SAFEWAY STORES, INCORPORATED (DEC)

Financial Review

Fiscal Year: The fiscal year for the Company and its Cana-
dian subsidiaries ends on the Saturday nearest to December
31. Normally, each fiscal year consists of 52 weeks but every
5 or 6 years the fiscal year consists of 53 weeks in order to
maintain the year-end on the Saturday nearest to December
31. Fiscal years of overseas subsidiaries follow a similar pat-
tern but generally end on the Saturday nearest September
30.

SPENCER COMPANIES, INC. (MAY)

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

Fiscal Year—The company’s fiscal year ends on the
Saturday closest to May 31. Fiscal years ended June 1, 1974
and June 2, 1973 were comprised of 52 weeks.

COMPARATIVE FINANCIAL STATEMENTS

Since 1970, practically all of the survey companies have
issued annual reports which include all financial statements
on a comparative basis. This practice coincides with an SEC
requirement that Form 10-K's covering fiscal years ending
after December 30, 1970 include comparative financial
statements. Rule 14¢c-3 of the Securities Exchange Act of
1934, effective for fiscal years ending on or after December
20, 1974, extends the requirement for presenting compara-
tive financial statements to include annual reports to stock-
holders issued in connection with proxy solicitations.

TABLE 1-4: ROUNDING OF AMOUNTS

1974 1973 1972 1971

To nearest dollar ............ 244 294 310 333
To neorest thousand dollars:
Omitting 000 (*11, 62,

152) ceiiiiiiianeenes 174 137 125 100
Presenting 000 (*228,
513, 744)............ 166 158 155 159
To nearest million dollars
(*88, 233, 502).......... 16 1 10 8
Total Companies .................. 600 600 600 600

*Refer to Company Appendix Section.

ROUNDING OF AMOUNTS

Table 1-4 shows a continuing increase in the number of
survey companies presenting statement amounts in
thousands of dollars—either by showing three zeros or by
omitting the three zeros and stating amounts under a caption
indicating “thousands of dollars.”

TABLE 1-5: NOTES TO FINANCIAL STATEMENTS

1974 1973 1972 1971

Manner of Referral
General and direct

references................ 325 337 346 372
General reference only...... 237 224 207 184
Direct reference only........ 33 36 42 39
No reference to notes....... 5 3 5 5
Total Companies .................. 600 600 600 600

Companies Presenting Prior
Year Information

Business combination........ 94 98 76 61
Extraordinary charge or

credit ...l 56 104 94 74
Discontinued operations..... 17 N/C N/C N/C
Accounting change........... 12 24 25 12
(01111 ST 28 34 21 22

N/C—Not compiled.




NOTES TO FINANCIAL STATEMENTS

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. Normally the fi-
nancial statements alone cannot present all information
necessary for adequate disclosure but must make reference
to appended notes which disclose information 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 prefer-
ence 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 com-
parative statements to mean that notes for both years must
also be presented. .

Table 1-5 summarizes the manner in which financial
statements refer to notes and the nature of prior year's infor-
mation disclosed. Notes on specific topics are illustrated in
this book in the sections dealing with such topics. Examples
of general references to notes and of notes concerning prior
year's events and transactions follow.

General References To Notes

AIRCO, INC.

Information under the headings “Statement of Accounting
Policies” and “Notes to Financial Statements” is an integral
part of this statement.

ALLIED CHEMICAL CORPORATION

The Statement of Accounting Policies on page 35 and the
Other Financial Data and Notes to Financial Statements on
pages 39-43 are an integral part of these statements.
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ALPHA PORTLAND INDUSTRIES, INC.

See Additional Financial Information, Summary of Signifi-
cant Accounting Policies, and Notes to Consolidated Finan-
cial Statements.

ALUMINUM COMPANY OF AMERICA

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

ANHEUSER-BUSCH, INCORPORATED

The accompanying statement should be read in conjunc-
tion with the Notes To Consolidated Financial Statements
appearing on pages 28 and 29 of this report.

CONSOLIDATED PACKAGING CORPORATION

The accompanying notes are an integral part of the finan-
cial statements.

DART INDUSTRIES INC.

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

ELTRA CORPORATION

The accompanying supplemental financial information and
notes to consolidated financial statements are an integral
part of this statement.

McGRAW-EDISON COMPANY

The Notes to Consolidated Financial Statements should be
read in conjunction with the above statement.

MONSANTO COMPANY

The above statement should be read in conjunction with
page 44 and pages 50 through 55 of this report.

Prior Year’s Information

AMERICAN BEEF PACKERS INC. (May)

Notes to Consolidated Financial Statements

Note 2: Acquisitions—During the year ended June 2, 1973
the Company acquired 96.36% of the issued and outstanding
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shares of common stock of Roberts Dairy Company for
$1,112,000 in cash and a long-term note payable for
$1,420,000. The transaction was accounted for as a pur-
chase and, accordingly, the operations of the acquired com-
pany are included from the date of acquisition.

The following is a summary of the acquisition:

Purchase price ......cooveeeiiiiiiiiiiiiinnene $2,532,000
Excess current liabilities aver current assets
ACQUITed ... 511,000
Net non-current assets acquired .................... $3,043,000
The net non-current assets acquired are as follows:
Property and equipment.............cooiiinieennn, $3,115,000
Deferred charges and other assets ................. 245,000
Long-termdebt.............ooo (317,000)
$3,043,000

APCO OIL CORPORATION (DEC)

Notes to Consolidated Financial Statements
Foreign Operations—Contributions to earnings from
foreign and domestic sources before corporate overhead and
income taxes are summarized as follows:

1974 1973
Earnings (loss) before corporate
overhead and income taxes:
Foreign......cocevevevenenenenns $ 2,172,000 (10,205,000)
DomestiC...ocoevveriireinannnnns 14,872,000 14,116,000
$17,044,000 3,911,000

A summary of net assets of domestic and foreign sub-
sidiaries operating substantially in foreign countries and the
direct investment of the parent company in assets located in
foreign countries included in the consolidated balance sheets
is as follows:

1974 1973

Current assets .....covviveiineennnns $12,702,000 14,078,000
Net property, plant and

equipment .........oooiiiiiiinnn, 25,120,000 24,484,000

Other assets.......ccceveveneininninn 4,532,000 4,563,000

42,354,000 43,125,000

Current liabilities .................... 5,823,000 6,202,000

Other liabilities..............cooeuenn. 25,905,000 25,039,000

31,728,000 31,241,000

Net assets.......oovveneieenennnennns $10,626,000 11,884,000

During 1973, the operating results from the Company’s
Argentine properties indicated a decline in production more
rapid than had previously been anticipated. In addition, the
Company was experiencing delays from the Argentine gov-
ernment in approving a planned waterflood project which was
expected to increase considerably the total recoverable re-
serves of oil over the life of the contract. Based on new reser-
voir studies, the Company made an adjustment to the carry-
ing value of the properties to bring it into accord with the
future income expected to be received. Accordingly,
$10,982,000 (which resulted in no tax benefit) was charged
to operations in 1973.

ARDEN-MAYFAIR, INC. (DEC)

Notes to Financial Statements

Note 9: Discontinued Operations—Losses from discon-
tinued operations consisted of the following:

1973
Loss from operations of discontinued divisions ....... $ (819,256)
Loss on disposal of assets ...........ccccoeiiiianntn. (447,917)

$(1,267,173)

In December 1973, the Company discontinued the opera-
tions of its candy manufacturing and distribution division, and
sold the operating assets of its ice cream parlour and res-
taurant division.

The net operating resuits of the disposed entities (with
combined sales of $6,878,416 for 1973) have been segre-
gated in the accompanying consolidated statements of oper-
ations.

CHEMETRON CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 2: Pooling of Interests—Effective July 30, 1973,
Chemetron exchanged 316,916 shares of its common stock
for all the outstanding common stock of Coastal Dynamics
Corporation. This transaction was accounted for as a pooling
of interests, and accordingly, the consolidated financial
statements include Coastal after elimination of all significant
intercompany transactions as though the combination had
taken place as of January 1, 1973.

The consolidated net sales and net earnings of the Com-
pany and its subsidiaries in 1973 before and after the
aforementioned pooling of interests were as follows
(thousands of dollars):

1973
Net sales:
Before Coastal Dynamics pooling of interests......... $347,754
Coastal Dynamics:
Before date of combination (as of June 30, 1973) 2,692
After date of combination......................c.ellL 2,947
Total $353,393
Net earnings:
Before Coostal Dynamics pooling of interests......... $ 10,369
Coastal Dynamics:*
Before date of combination (as of June 30, 1973) 31
After date of combination.................cooeinnl. 42
Total $ 10,442

*Includes acquisition expenses which decreased net earnings before
date of combination by $64 thousand and after date of combination by
$17 thousand.

Chemetron’s earnings per share in 1973 through June 30 were re-
duced by $.10 due to the restatement for the Coastal pooling (June 30,
1973 interim date was used instead of the July 30 consummation date).



CITY STORES COMPANY (JAN)

Notes to Financial Statements

Note N: Litigation—On December 19, 1973 in a proceed-
ing before the Suffolk Superior Court in Massachusetts, the
Company was granted an award of $2,850,000 for the value
of a former store property in Boston, Massachusetts, which
had been taken by condemnation by the Boston Redevelop-
ment Authority. This represented an increase of $1,154,000
over the interim payments already received of $1,696,000.
The interim payments were accounted for in prior years as
part of an extraordinary charge on the closing of the store, but
no effect has been given to the increase pending resolution of
an appeal made by the Authority. The award does not include
interest accrued thereon which is estimated to be in excess of
$500,000. In addition, there are counsel fees and certain
other disbursements to be paid.

In the opinion of the Company, claims and litigation as-
serted against the Company would have no material adverse
effect on the accompanying financial statements.

CORNING GLASS WORKS (DEC)

Notes to Consolidated Financial Statements

Note 7: Capital stock—Changes in common stock, includ-
ing excess over par value, during the two years ended De-
cember 29, 1974, were:

Amounts in

Shares thousands

Balance at December 31, 1972.... 17,559,648 $ 87,798
Exercise of common stock options . 4,944 432

Adjustment in connection with stock

Split e, (195)
Effect of sale by Signetics Corpora-

tion, a subsidiary, of its common

STOCK .eveiiii i 6,020
(017 TR 9,980 221
Balance at December 30, 1973.... 17,574,572 $ 94,276
Issued to employees under the

Equity Purchase Plan............ 43,631 1,300
Other oo, 157 30
Balance at December 29, 1974.... 17,618,360 $ 95,606

Signetics Corporation, a consolidated subsidiary, offered
1,300,000 common shares to the public during 1973, reduc-
ing Corning's interest from 92.1% to 70.2%. The proceeds of
the offering, less related expenses, minority interest and de-
ferred taxes, have been credited to consolidated common
stock and capital in excess of par value.

500,000 shares of a new $100 par preferred series were
authorized in 1970 but have not been issued.

DICTAPHONE CORPORATION (DEC)

Summary of Significant Accounting Policies

Foreign Currency Translation—The financial statements of
foreign subsidiaries have been translated from local curren-
cies into U.S. dollars as follows: liabilities and current assets

Notes 21

at year end rates; non-current assets and depreciation ex-
pense at historical rates; and income and expense (except
depreciation) at average rates during the year.

Due to the increased frequency of foreign currency
realignments, the Company changed its accounting policy,
effective January 1, 1973, with respect to gains and losses
arising from foreign currency transtations. Prior to 1973, such
gains and losses were recognized in income, as extraordi-
nary items, as they occurred. Under the new policy, un-
realized gains are deferred and losses in excess of previ-
ously deferred gains are charged to income before extraordi-
nary items. Accordingly, 1973 income before extraordinary
credit and net income exclude $200,000 ($.05 per share)
representing deferred unrealized foreign currency translation
gains occurring during 1973. The cumulative effect on re-
tained earnings at the beginning of 1973, if the new account-
ing principle had been applied retroactively, is not significant.
Realized foreign exchange gains and losses are reflected in
income.

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 Certificates 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
1974 and 1973 and all stock option data are based on the
adjusted number of shares of Common Stock.

GENERAL AMERICAN TRANSPORTATION
CORPORATION (DEC)

Notes to Financial Statements

Note B: Acquisition of American Steamship Com-
pany—As of July 1, 1973, GATX acquired all of the outstand-
ing stock of American Steamship Company (ASC), a Great
Lakes shipping company, for $9,000,000 in cash,
$26,000,000 in notes (of which $21,416,000 was paid prior to
December 31, 1974, and the balance is payable in varying
amounts through 1983) and 200,000 shares of GATX Com-
mon Stock held in the treasury and then having a market
value of $7,997,000. The acquisition agreement provides for
additional payments up to $10,300,000 in cash (of which
$1,509,000 was paid or accrued through December 31,
1974), subject to reduction on the basis of a formula related
to future ASC earnings. Such payments have been and will
be recorded as additional cost of vessels and other assets.
The acquisition of ASC has been accounted for as a purch-
ase and, accordingly, the results of its operations are in-
cluded in the statement of consolidated income from date of
acquisition. ASC’s 1973 results are not indicative of the re-
sults of operations for a full year since they do not include
normal 1973 winter lay-up period costs, which were charged
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to operations of ASC prior to date of acquisition. All costs and
expenses incurred during the 1974 winter lay-up period were
deferred and charged ratably to operations during the Great
Lakes shipping season.

Unaudited pro forma consolidated results of operations of
GATX for the year ended December 31, 1973 assuming that
the acquisition of ASC had been consummated as of January
1, 1973, are as follows (in thousands, except per share
amount):

Gross INCOME......ueuenenenirenineeenerenenneneenenes $443,893
Income before extraordinary charge................... 53,184
Income before extraordinary charge per share of

Common Stock and common stock equivalent

(without assuming conversion of Preferred Stock) $ 4.37

Pro forma income before extraordinary charge reflects ad-
ditional depreciation and amortization expense arising from
allocation of the purchase price to vessels and other assets,
interest on the notes issued to former shareholders of ASC,
and imputed interest expense on cash payments and cost of
treasury stock delivered to consummate the purchase.

HUDSON PULP & PAPER CORP. (DEC)

Notes to Financial Statements

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 September 5, 1973, and clos-
ing was subject only to purchaser’s satisfaction as to title; the
transaction was closed on November 1, 1973. The wood-
lands, 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 “Ac-
counting Principles Board Opinion No. 9—Reporting the Re-
sults of Operations” because the sale had been substantially
consummated on September 4, 1973. The Company has
chosen not to apply retroactively the provisions of “Account-
ing 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 (before income taxes) as a separate component of
income from operations and not as an extraordinary item
because it believes the segregation of the gain as an extraor-
dinary item to be the preferable treatment.

INTERLAKE, INC. (DEC)

Notes to Consolidated Financial Statements

Note 5: Significant Transaction—In 1973 other revenues
includes $3,538,000 of gains from the sale of land and build-
ings located in Canada and the United Kingdom. Cost of
products sold includes a $2,350,000 write-off of unrecovered
costs resulting from the abandonment of an expansion and
improvement program at the Company’s Newport 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.

IPCO HOSPITAL SUPPLY CORPORATION (JUN)

Notes to Consolidated Financial Statements

Note 7: Discontinued Operations—Loss from the discon-
tinued optical manufacturing division and a segment of the
career apparel division for the year ended June 30, 1973 was
as follows:

Loss
Before Tax Net  Net Loss
Taxes Benefit Loss Per Share
(In Thousands of Dollars)

Loss from operations............... $127 $ 61 $ 66 $ .01
Loss on disposal of division....... 325 156 169 .03
Total cvvveniniieeennanen, $452 $217 $235 $ .04

Net sales of these operations for the year ended June 30, 1973 were
$2,663,000.

LYKES-YOUNGSTOWN CORPORATION (DEC)

Summary of Significant Accounting Policies (in part):

Accounting Changes—Eftective January 1, 1973, expen-
ditures for relining and rehabilitation of blast furnaces were
capitalized and will be depreciated over the estimated pro-
ductive life of the respective furnace linings. Prior to 1973
such expenditures were charged to cost of products sold in
the year in which the expenditures were incurred. This
change in accounting principle was made to recognize that
blast furnace relinings last for several years and should be
charged to the operating costs of the period in which the
related benefits are obtained, resulting in a more appropriate
matching of revenues and costs. Had this change not been
made, income before cumulative effect of an accounting
change would have been $4,286,000 ($.48 per share) less
for the year ended December 31, 1973. The cumulative effect
on prior years of this change is included in net income for the
year ended December 31, 1973.

During 1973, the Company adopted a new method for de-
preciating 1973 and subsequent steel mill roll acquisitions.
The new method charges cost, less scrap value, to operating
expense 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 cost of products sold in the year of acquisition.
Had this change not been made, income before cumulative
effect of an accounting change, and net income, would have
been $3,034,000 ($.34 per share) less for the year ended
December 31, 1973.

MAREMONT CORPORATION (DEC)

Notes to Consolidated Financial Statements
Note 2: Change in Accounting Policy for Start-Up Costs
—Prior to 1973, start-up costs associated with new facilities
were deferred and amortized ratably over a twenty-four
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month period beginning in the month when normal production
levels were reached. In 1973, the Company changed its ac-
counting policy for start-up costs to expensing such costs as
incurred. This change was made to remove an intangible
asset with an arbitrarily chosen amortization period from the
balance sheet. The effect of this change was to reduce 1973
income from current operations by $1,286,000 ($.30 per
common and common equivalent share), The cumulative ef-
fect on prior years of this change ($325,000) is reflected as a
separate item in the 1973 statement of income.

DISCLOSURE OF ACCOUNTING
POLICIES

APB Opinion No. 22 states a conclusion of the Accounting
Principles Board “that information about the accounting
policies adopted by a reporting entity is essential for financial
statement users . . . (and) should be included as an integral
part of the financial statements.” Opinion No. 22 sets forth
guidelines as to the content and format of disclosures of ac-
counting policies.

All but 5 of the survey companies presented a designated
section discussing accounting policies in their 1974 annual
report. The number of 595 companies presenting such a de-
signated section compares to 590 in 1973, 503 in 1972, 107
in 1971, and 26 in 1970. Table 1-6 shows the nature of infor-
mation frequently disclosed in summaries of accounting
policies. Examples of summaries of accounting policies fol-
low. .

TABLE 1-6: DISCLOSURE OF ACCOUNTING
POLICIES

Companies Disclosing Policies Listed Below—1974.

Depreciation methods ..............c.cciiiiiiiiinn.. 582
Consolidation basis ...........ccveiieiiiiiiniiiiininen.es 576
Interperiod tax allocation .............c.cccciiiiiinninnnen 558
Inventory pricing...........c.cociiiiiiiiiiiii 556
Property . 510
Research and development costs................cceevenen.. 408
Translation of foreign currencies..................coc.ne.. 378
Employee benefits ................ocoi 312
Earnings per share calculation..................c..o..ool... 174

Amortization of intangibles ....................cl 168

THE AMERICAN DISTILLING COMPANY (SEP)

Notes to Consolidated Financial Statements
Note 1: Summary of Significant Accounting Policies:

Consolidation—The consolidated financial statements in-
clude the accounts of the Company and its subsidiaries (all
wholly-owned). All significant intercompany balances, trans-
actions and profits are eliminated.

Affiliated company—The Company owns 50% of the stock
of another company. This investment is accounted for on the
equity method.

Inventories—Bulk whiskies and spirits produced by the
Company are stated at production cost plus storage and
those purchased from others are stated at cost plus storage.
Bulk whiskies and spirits are stored under government bond
with cost thereof determined by specific identification and,
following generally recognized industry practices, are in-
cluded in current assets regardless of the duration of the
aging process.

Case goods produced by the Company and those pur-
chased 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 mate-
rials and supplies are stated at the lower of average cost or
market.

Federal taxes on whiskies and spirits in bond constitute a
lien on these goods that is riot payable until the goods are
bottled and sold; therefore, no liability for such lien is re-
corded until withdrawal from bond. Such of these taxes as
are applicable to goods sold are treated as reductions of
sales.

Property, plant and equipment—These assets are stated
generally at cost and are depreciated principally on the
straight-line method over the estimated average useful lives
of the various assets.

Maintenance, repairs and minor renewals are charged
against earnings when incurred. Additions and major renew-
als are capitalized.

The cost and accumulated depreciation of assets sold or
retired are removed from the respective accounts and any
gain or loss is reflected in earnings. ‘

Investment credit—Investment tax credits are accounted
for using the flow-through method, which reduces the provi-
sion for federal income tax for the year in which the related
properties are acquired.

Retirement plans—The Company has two non-contributory
retirement plans in effect, one covering certain hourly-rated
employees and the other covering salaried employees. The
Company'’s liability for past service cost in connection with
the hourly-rated employees’ plan is limited to an amount in-
cluded in the fixed rate of contribution set forth in the union
contract. The unfunded prior service cost in connection with
the salaried employees’ plan is being amortized over thirty
years. The Company's policy is to fund retirement cost as
accrued.
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ATLANTIC RICHFIELD COMPANY (DEC)

Notes to Consolidated Financial Statements 1974

Note 1: Accounting Policy—The Company’s principal ac-
counting policies are set forth on pages 28 and 29 of this
report. The accounting policies cover the following significant
areas: Principles of Consolidation; Segment Reporting;
Foreign Currency Translation; Inventories; Research and
Development Costs; Interest; Income Taxes; Retirement
Plan; Leasehold Costs; Exploratory and Development Costs;
Intangible Development Costs; Extinguishment of Producing
Properties; Other Fixed Assets; Disposal of Facilities;
Maintenance and Repairs; Costs Related to Production
Payments; Natural Gas Revenue Subject to Refund and
Audit Committee of the Board of Directors.

Accounting Policy

Atlantic Richfield’s accounting policies in general conform
to the predominant practices of major integrated petroleum
companies and are based on generally accepted accounting
principles. These are essentially unchanged from the prior
year. Policies outlined here include all policies considered
especially significant in the petroleum industry.

Principles of Consolidation—Majority-owned subsidiaries
are fully consolidated, as are unincorporated joint ventures
through which the Company conducts much of its explora-
tion, production and transportation activities; the Company
uses the equity method of accounting for incorporated joint
ventures, a finance subsidiary, affiliated companies owned
20% or more and for partnerships.

Segment Reporting—Investment, revenues and contribu-
tions to earnings are reported separately for integrated petro-
leum operations (segregated by U.S. and foreign) and for
chemical operations. Current thinking in the accounting pro-
fession recognizes that vertically integrated operations, unit-
ary in nature (as petroleum) should not be fractionalized for
reporting purposes.

Foreign Currency Translation—Current assets and
liabilities recorded in foreign currencies are translated into
dollars at exchange rates prevailing at the dates of the bal-
ance sheets. Non-current assets and liabilities generally are
translated at the exchange rates prevailing when acquired or
incurred.

Operations recorded in foreign currencies are translated
into dollars at monthly average exchange rates with the ex-
ception of depreciation, which is translated at rates prevailing
when the related assets were acquired. Exchange adjust-
ments are charged or credited to income. Gains or losses on
forward exchange contracts, in general, are recognized in
income when the amount of gain or loss can be determined,
usually upon settlement.

Inventories—Inventories of crude oil are recorded when
produced or purchased and, together with inventories of
products, are valued predominantly at cost on an annual
last-in first-out basis. Inventories of materials and supplies
are carried at or below cost.

Research and Development Costs—Research and de-
velopment costs are generally charged to expense as in-
curred.

Interest—Interest is expensed as incurred except when re-
lated to the construction of common carrier pipelines (in

which case capitalization is required by the Interstate Com-
merce Commission, the related regulatory authority) or when
assets (mainly tankers) are constructed for immediate sale to
an outside party.

Income Taxes—In addition to charging income for taxes
actually paid or payable, the Company provides income
taxes deferred as a result of depreciation, amortization of
undeveloped leasehold costs and other temporary differ-
ences in arriving at taxable income as contrasted with finan-
cial statement income. Deferred income taxes are not pro-
vided for factors whose deductibility now will not be offset in
subsequent years, such as statutory depletion and intangible
development costs.

Investment tax credits currently generated and those car-
ried forward from prior years are reflected under the flow-
through method in the income tax provision for taxes payable
and deferred.

Retirement Plan—The Atlantic Richfield Retirement Plan
covers substantially all employees. Pension costs are funded
as accrued by payment into a trust which is kept apart from
the Company funds. Cost provisions, based on an annual
report by an independent actuary, are determined by a pro-
jected benefits method. (aggregate level normal cost); past
service costs are covered by supplemental funding over a 30
year period. Unrealized portfolio appreciation or depreciation
is recognized through a systematic and programmed com-
parison of market value with the carrying value of the se-
curities.

Leasehold Costs—Undeveloped leasehold costs (primarily
lease purchase costs or “bonuses” paid to state or national
governments) are capitalized and amortized (charged to ex-
pense for financial statement purposes although generally
not deductible for tax purposes until later) on a composite
basis at rates based on past success experience and aver-
age lease life. In general, costs of leases surrendered or
otherwise disposed of are charged to accumulated amortiza-
tion. Costs of successful leases are transferred to developed
properties (for amortization policy see Extinguishment of
Producing Properties).

Exploratory and Development Costs—Costs of drilling ex-
ploratory wells are expensed as incurred, under the prob-
abilities indicated by experience, but capitalized and credited
to expense if the well proves to be successful. Costs of drill-
ing development wells, under the expectation of success, are
initially capitalized but charged to expense if the well is de-
termined to be unsuccessful. In general other exploratory
costs, including geological and geophysical costs and lease
rentals, are charged to expense as incurred.

Intangible Development Costs—Intangible development
costs applicable to successful wells are capitalized and amor-
tized on the unit-of-production method for financial statement
purposes, although generally deductible immediately for tax
purposes (for amortization policy see Extinguishment of Pro-
ducing Properties).

Extinguishment of Producing Properties—Costs of pro-
ductive acreage and wells, including intangibles, are charged
to expense far financial statement purposes on the unit-of-
production method based on the Company’s estimate of re-
coverable oil and gas reserves for each operating/ad-
ministrative unit in North America and each contract area
abroad.
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Other Fixed Assets—Other fixed assets are written off over
the estimated lives of the assets on either straight line or
unit-of-production method. Rates under the straight line
method are based upon the expected lives of individual plant
items, or groups of plant items.

Disposal of Facilities—Upon disposal of facilities depre-
ciated on an individual plant item basis, residual cost less
salvage is reflected in current income. Upon disposal of
facilities depreciated on a group basis, unless unusual in
nature or amount, cost less salvage is charged against ac-
cumulated depreciation.

Maintenance and Repairs—Maintenance and repairs are
expensed except that occasional substantial renewals, which
prolong the life of the facility beyond the date previously con-
templated, are charged to accumulated depreciation; better-
ments are capitalized as plant additions.

Costs Related to Production Payments—Costs of produc-
ing oil and gas to satisfy production payments applicable to
properties which the Company has acquired, together with
initial cash payments, are capitalized as incurred and
charged to expense over the projected production of the
Company’s portion of the related crude oil and gas reserves.

Natural Gas Revenue Subject to Refund—Sales of natural
gas subject to refund are recorded as revenue only to the
extent they are estimated to be free of possible refund.

Audit Committee of the Board of Directors—The Company
has an Audit Committee of the Board of Directors comprised
primarily of the outside directors. This committee meets at
least three times per year to review, among other matters,
internal control conditions and internal and external audit
plans and results.

THE BENDIX CORPORATION (SEP)

Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies:

Consolidated Financial Statements and Related
Matters—The consolidated financial statements for the two
years ended September 30, 1974 comprise those of the Cor-
poration and all of its subsidiaries, except for its insurance
and finance subsidiaries. Equity in earnings of the noncon-
solidated insurance and finance subsidiaries and associated
companies (where the Corporation’s equity investments en-
able the use of significant influence over operating and finan-
cial policies) is included in consolidated income currently.
The financial statements of subsidiaries outside the U.S. and
Canada generally are included in the consolidated financial
statements on the basis of fiscal years ending on August 31.

Financial statements of foreign companies included in the
consolidated financial statements are translated into U.S. dol-
lar equivalents based upon free market rates of exchange;
current assets and liabilities and long-term debt are trans-
lated at rates in effect at the end of the respective periods and
other assets (including related accumulated depreciation and
amortization) generally are translated at historical rates; in-
come and expense items (other than depreciation and amor-
tization) are translated at the average rates of exchange pre-
vailing during the respective periods. Gains and losses result-
ing from translation of the financial statements of foreign
companies and forward exchange contracts have been cred-
ited or charged to income during the respective periods.

Certain reclassifications have been made to the 1973 fi-
nancial statements to conform with the presentation for 1974.

Inventories and Contracts in Progress—Inventories are
stated at the lower of cost (substantially first-in, first-out, or
average) or market (replacement cost or net realizable
value). Inventories related to fixed-price contracts are stated
at the accumulated cost of material, labor, and manufacturing
overhead, less costs proportionate to amounts billed, but not
in excess of amounts estimated to be recoverable.

Title to certain assets included in inventories and contracts
in progress is vested in the U.S. Government under the con-
tractual arrangements by which progress payments were re-
ceived from the government.

Land, Buildings, and Equipment—Land, buildings, and
equipment are stated at cost. Depreciation is provided gen-
erally on a straight-line basis over the estimated service lives
of the respective classes of property. Fully depreciated as-
sets still in service are not included in the property accounts.
Amortization of leasehold improvements is based upon the
terms of the respective leases.

Maintenance, repairs, and renewals, including replace-
ment of minor items of physical properties, are charged to
income; major additions to physical properties are
capitalized.

For physical properties not fully depreciated, the cost of the
assets retired or sold is credited to the asset accounts and
the related accumulated depreciation is charged to the ac-
cumulated depreciation accounts. The gain or loss from sale
or retirement of property is taken into income.

Timber and timberlands—Timber and timberlands are
stated at cost, less depletion which is credited directly to the
asset accounts. Depletion of timber is provided on footages
removed at rates based on estimated recoverable timber in
each tract.

Goodwill and Other Intangibles—Goodwill arising prior to
November 1970 represents the excess of cost over the
amount ascribed to the net assets of going businesses
purchased and is not amortized; goodwill and other intangi-
bles arising from acquisitions entered into after October 1970
are amortized on a straight-line basis over periods up to forty
years.

Purchased patents are stated at cost, less amortization,
and are amortized over their estimated economic lives. The
cost of internally developed patents is charged to income as
incurred.

United States and Foreign Taxes on Income—Deferred
income taxes are provided for timing differences between
financial and taxable income.

Investment credit is deferred and amortized over the esti-
mated useful lives of the assets to which it applies.

U.S. taxes on income have been provided on the undistrib-
uted earnings of subsidiaries outside the U.S., except to the
extent such earnings are considered permanently invested in
the subsidiary operations. After utilization of available foreign
income tax credits under current U.S. income tax regulations,
additional U.S. income taxes payable upon the remission of
these undistributed earnings would not be material.

Research and Development—Research and development
expenses are generally charged to income as incurred.
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Government Contracts and Subcontracts—Profits on con-
tracts are taken into income in proportion to billings made in
accordance with the terms of the contracts, most of which are
subject to renegotiation under the Renegotiation Act of 1951.
Proceedings for the purpose of establishing the amounts, if
any, of refundable profits have not been completed for fiscal
1971 and subsequent years; however, in the opinion of offi-
cials of the Corporation, any amount refundable under such
proceedings would not be material in relation to the consoli-
dated financial statements.

BELL & HOWELL COMPANY (DEC)

Notes to the Consolidated Financial Statements
Note A-Significant Accounting Policies:

Principles of Consolidation—The consolidated financial
statements include all subsidiaries except the financing sub-
sidiary described in Note B. The investment in the financing
subsidiary is carried at cost plus equity in undistributed earn-
ings. The net assets of international subsidiaries have been
translated at exchange rates prevailing at year end, except
for certain net property, plant and equipment which is trans-
lated at historical rates. The statements of earnings, except
for depreciation, have been translated at the average ex-
change rates in effect during the periods. Translation gains
and losses are immaterial and are included in operating earn-
ings.

Revenue Recognition—Sales of products and services are
recorded based on shipments of product or performance of
services. Revenues from service contracts are deferred and
are recognized in income on a pro rata basis over the period
of the service agreement. Accounting for revenues from
schools is described in the following paragraph.

Schools’ Accounting—Tuition for resident school courses
is recognized pro rata over each school quarter, and all costs
are expensed currently. Tuition for home study courses is
recorded at the time the contract is accepted in an amount
equal to the course price, less a statistically determined pro-
vision (approximately 47% for 1974 and 50% for 1973) for
refunds, cancellations and bad debts; all future service costs
including costs for lessons, kits, grading, etc., are accrued;
the portion (60% for 1974 and 52% for 1973) of the resulting
income applicable to the future service is deferred and re-
turned to income on the basis of lessons completed by the
students. Course development costs and marketing ex-
penses for both resident schools and home study courses
are expensed in the year incurred. The reserve for refunds
and cancellations applicable to students’ accounts and notes
is deducted from the related asset except for the portion at-
tributable to notes held by others, principally the Bell & How-
ell Industrial Bank, of which a part is included in accrued
expenses and the balance is shown in other liabilities.

Research and Product Development Expenditures—All
research and substantially all product development expendi-
tures and tooling are expensed as incurred. A limited portion
of those product development expenditures, related to the
replacement of an established product or the development of
a new product which will expand a present product line, are
deferred and charged to income over a maximum of three
years following product introduction. In addition, expendi-
tures of a similar nature which are specifically covered by
contracts are inventoried and billed to customers. In accor-

dance with Financial Accounting Standards Board Statement
No. 2, beginning in 1975, certain development costs are to be
expensed in the year incurred; such costs deferred at the end
of 1974 totaling $1,648,000 ($807,000 after taxes) will be
charged to earnings invested in the business at the beginning
of 1975, and net earnings for 1974 and prior years will be
restated. This will result in a reduction of reported net earn-
ings for 1974 and 1973 of $54,000 and $66,000, respectively,
and for prior years, $687,000.

Income Taxes—Taxes are provided for all items included
in the statement of earnings, regardless of the period when
such items will be reported for tax purposes. The principal
items that result in timing differences for financial and tax
reporting purposes are cash basis tax reporting for schools’
operations, accruals for estimated expenses, and income
recognition on installment sales contracts. Additional income
taxes, estimated to be payable upon distribution of all earn-
ings of international subsidiaries, and the deferred taxes aris-
ing from the earnings of the Company’s Domestic interna-
tional Sales Corporations (DISC’s), are also provided cur-
rently. In addition, the Company defers investment tax credits
earned over the approximate useful lives of the acquired
assets. ‘

Earnings per Common Share—Earnings per share data
are based on average outstanding Common Shares and
equivalents, and reflect the full dilution resulting from Pre-
ferred Shares and stock options.

Inventories—Inventories are priced at the lower of cost
(first-in, first-out method) or market. Inventory costs consist of
material, labor and overhead.

Property and Depreciation—Property, plant and equip-
ment is recorded at cost, and generally the double declining
balance method of computing depreciation has been applied
for both income tax and financial reporting purposes. Upon
sale or retirement of depreciable properties, the related cost
and accumulated depreciation are removed from the ac-
counts and any resultant gain or loss is reflected in earnings.

Goodwill—Goodwill arising from the acquisition of busi-
nesses is amortized by charges to earnings over the esti-
mated period.to be benefited. The amortization periods used
by the Company vary from ten to fifteen years, dependent
upon the nature of the acquired businesses.

Incentive Stock Plans—Proceeds from the sale of Com-
mon Shares issued under stock options granted and any
federal tax benefits are credited to Common Shares at the
time the option is exercised, and no charge is made against
earnings with respect to stock options. The value of restricted
stock (which was issued in prior years) is charged to opera-
tions over periods ranging up to ten years, dependent upon
the restrictions related to the stock.

WALT DISNEY PRODUCTIONS (SEP)

Summary of Significant Accounting Policies

The Company’s principal business is the production and
distribution of theatrical and television films and the operation
of two amusement theme parks, “Disneyland,” California,
and “Walt Disney World,” Florida, which are referred to as
entertainment and recreational activities. in addition, the
Company has operations including music and records,
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character merchandising and publication licensing and man-
ufacture, educational media materials and a sports center
complex. To more fully inform the reader, the following sum-
mary of the Company’s significant accounting policies is pre-
sented as an integral part of the financial statements.

Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and its
domestic and foreign subsidiaries, all wholly owned. The
Company’s investments in joint ventures are recorded at
equity in their underlying net assets and are included in other
assets.

The accounts of foreign subsidiaries have been translated
into U.S. dollars at appropriate rates of exchange and the
resulting net unrealized gain, which is minor, has been de-
ferred.

Inventories—Inventories are stated at the lower of cost or
market. Costs of merchandise, material and supply inven-
tories are generally determined on the moving average and
first-in, first-out bases.

Film Distribution and Amortization—Recently issued ac-
counting guidelines required that certain changes be made in
accounting methods and policies used in accounting for films
released or completed subsequent to September 30, 1973.
Pursuant to such policies, costs of completed theatrical and
television film productions (negatives), together with applica-
ble capitalized exploitation costs, are amortized by charges
to income in the proportion that the producer’s share of gross
revenue received by the Company during the period for such
production bears to the estimated total gross revenue to be
received from all sources. Estimates of total gross revenue
are reviewed periodically and amortization is adjusted ac-
cordingly. As a result of adopting such guidelines, net income
for the year ended September 30, 1974 increased by approx-
imately four cents per share. The Company does not believe
that these guidelines are necessarily an improvement over
the Company’s previous reporting practices.

In prior years, costs of completed theatrical and television
film productions were amortized by charges to income in the
proportion that the producer’s share of income (film rentals
less distribution; print, co-producer participation and advertis-
ing costs) received by the Company for each production re-
lated to the estimated total of such income to be received.

Entertainment Attractions, Facilities and Other Depreci-
able Assets—The Company classifies the costs of its two
amusement theme parks (rides, attractions, exhibits, shops),
recreational facilities (lake, lagoon, golf courses), theme re-
sort hotels and direct support properties including buildings
(warehouses, maintenance shops, administration), transpor-
tation systems and roads as entertainment attractions and
facilities. Other buildings and equipment consist of properties
at the Burbank studio and other properties not directly related
to entertainment and recreational activities.

Depreciation is provided principally on the straight line
method using estimated service lives ranging from 4 to 50
years. Depreciation and maintenance and repairs are
charged either directly to costs and expenses as incurred or
to film production costs which are then amortized against
income; major replacements and betterments are capitalized.
The cost and related accumulated depreciation of property
sold or retired are removed from the accounts and any result-
ing gain or loss is recorded in income.

Preopening Costs— Deferred preopening costs and ex-
penses relating to Walt Disney World are being amortized
over five years, commencing October 1971.

Taxes on Income—Deferred taxes on income represent
deferred investment tax credits and taxes which will not be-
come payable until future years due principally to differences
between financial and tax reporting of depreciation and amor-
tization of preopening costs. Investment tax credits, ac-
counted for by the deferral method, are amortized as a reduc-
tion of the provision for taxes on income over the average
service lives of the related assets.

Stock Options—Proceeds from the sale of commen stock
issued under stock option plans are accounted for as capital
transactions and no charges or credits are made to income in
connection with the plans.

Earnings Per Share—Earnings per share are computed on
the basis of the average number of shares outstanding during
each year, retroactively adjusted to give effect to all stock
splits and stock dividends. It is assumed that all dilutive stock
options are exercised at the beginning of each year and that
the proceeds are used to purchase shares of the Company’s
common stock at the average market price during the year.

DRAVO CORPORATION (DEC)

Notes to Consolidated Financial Statements
Summary of significant accounting policies:

Principles of consolidation—The consolidated financial
statements include the accounts of all majority-owned sub-
sidiaries except Dravo Leasing Company and Dravo Credit
Corporation, whose condensed statements are included in
these notes, and Newtown Properties, Inc. which is not sig-
nificant. The unconsolidated subsidiaries and qualifying but
non-majority-owned affiliates are included in the statements
on an equity basis.

Translation of foreign currencies—The accounts of foreign
subsidiaries have been translated using current exchange
rates for cash, receivables and payables and historical rates
for all other accounts. Exchange adjustments, except those
associated with uncompleted long-term contracts, are in-
cluded in income.’

Income recognition—Fixed-price, long-term contracts, in-
cluding those performed by joint ventures, are included in
income in the year of physical completion; however, provision
is made currently for anticipated losses. Income is recog-
nized on reimbursable fee-type contracts as costs are in-
curred and on manufacturing contracts as each unit is deli-
vered. On sales to Dravo Leasing Company which are sub-
ject to finance-type leases, manufacturing profit is recognized
at the time of sale; on equipment subject to operating-type
leases, manufacturing profit is recognized on a straight-line
basis over its estimated rental life.

Inventories—Costs of inventories and contracts in prog-
ress are determined at actual direct costs and overhead ap-
proximately at cost. Manufacturing inventories are principally
on a last-in, first-out basis; used tools and equipment, includ-
ing units held for rental or sale, are at cost less estimated
depreciation; and supplies are valued generally at the lower
of cost or market.
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Current accounts—In accord with industry practice, cur-
rent assets and liabilities include amounts related to long-
term contracts and joint ventures which have cycles extend-
ing beyond one year.

Property, plant, equipment and depreciation—The cost of
buildings, equipment and machinery is depreciated over es-
timated useful lives on a straight-line basis. For income tax
purposes, depreciation is calculated principally on acceler-
ated bases. Expenditures for maintenance and repairs which
do not materially extend the life of assets are charged to
operations.

Intangible assets—Intangible assets, including purchased
patents, trademarks, drawings, agreements, and goodwill are
being amortized over their estimated useful lives of from five
to ten years.

Income taxes—Deferred income taxes are provided for
timing differences between financial and tax reporting bases
of income and expense items. Deferred tax provisions are
made for foreign subsidiaries’ undistributed earnings which
are not expected to be reinvested. Investment tax credits are
recognized in the year in which the credit arises, by reduction
of the provision for income taxes.

J. C. PENNEY COMPANY, INC. (JAN)

Summary of Accounting Policies

The accounting policies employed by JCPenney are con-
sistent with generally accepted accounting principles. In
those instances in which more than one generally accepted
accounting principle can be applied, the Company has
adopted the accounting principle that it believes most accu-
rately and fairly reflects the situation, as described in the
following paragraphs.

Definition of Fiscal Year—JCPenney's fiscal year ends on
the last Saturday in January. Fiscal year 1974 ended January
25, 1975; fiscal year 1973 ended January 26, 1974. Each
year comprised 52 weeks.

The accounts of several subsidiaries, including the insur-
ance companies, are on the calendar year basis.

Basis of Consolidation—The financial statements present
on a consolidated basis the results of all domestic and Euro-
pean merchandising operations. Not consolidated are J. C.
Penney Financial Corporation, the insurance companies,
JCP Realty, Inc., and several small nonretail subsidiaries.

The income before income taxes of J. C. Penney Financial
Corporation is included in the statement of income as a re-
duction of interest expense. The combined income of all
other unconsolidated subsidiaries is included as a single item
in the statement of income.

Sales—Sales include merchandise and services, net of re-
turns, and exclude value added and sales taxes. Layaway
sales are recorded upon receipt of the initial deposit.

Sales are attributed to the operating division that makes
the sale to the customer.

Accounts Receivable—Service charge income arising
from customer accounts receivable is treated as a reduction
of selling, general, and administrative expenses in the state-
ment of income.

. The allowance for doubtful accounts represents 2 per cent
of customer accounts receivable at year end.

Merchandise Inventories—For 1974, substantially all mer-
chandise inventories are valued at the lower of cost (last-in,
first-out) or market, determined by the retail method.

Prior to 1974, merchandise inventories in stores were
stated at the lower of cost (first-in, first-out) or market, deter-
mined by the retail method. Other merchandise inventories in
warehouses or with manufacturers were stated at the lower
of cost (first-in, first-out) or replacement market.

Properties—Interest and certain other carrying costs on
construction in progress and land held for future use are
capitalized in order to reflect the complete cost of properties.
Maintenance and repairs are charged to current operations
as incurred, and improvements are capitalized.

Depreciation—The cost of buildings and equipment is de-
preciated on a straight line basis over the estimated useful
lives of the assets. The principal annual rates used in comput-
ing depreciation are 3 per cent for store buildings, 2V2 per
cent to 4 per cent for warehouse buildings, and 10 per cent
for fixtures and equipment. Improvements to leased premises
are amortized on a straight line basis over the term of the
lease or the useful life of the improvement, whichever is
shorter.

Income Taxes—JCPenney uses the “flow through”
method whereby income taxes are reduced currently for the
amounts of investment credits.

Foreign Exchange Transactions—All foreign currency ac-
counts are translated to U.S. dollars at exchange rates in
effect at each year end for current assets and liabilities, at
historical exchange rates for depreciation and noncurrent as-
sets and liabilities, and at average exchange rates during the
year for income and expense. Gains and losses are credited
or charged to operations as incurred.

Deferred Charges—Expenses associated with the open-
ing of new stores are written off in the year of store opening,
except for those of stores opened in January, which are writ-
ten off in the following fiscal year. Catalog preparation and
printing costs are written off over the estimated productive
lives of the catalogs, not exceeding six months.

Pension Cost—The cost of pension benefits has been de-
termined by the entry age normal method. Past service
liabilities are amortized over a period not exceeding 30 years.

PET INCORPORATED (MAR)

Accounting Policies

Principles of Consolidation—The consolidated financial
statements include the accounts of Pet Incorporated and all
its subsidiaries. All material intercompany accounts and
transactions are eliminated.

Translation of Foreign Currencies—Foreign currency
amounts are translated into U.S. dollar equivalents as fol-
lows: all balance sheet amounts except property at rates of
exchange at fiscal year end; property at historical rates; op-
erations at average rates during the year, except that depre-
ciation is translated at historical rates. Translation adjust-
ments, which are not significant in amount, are recognized
currently in income.

Acquisitions and Mergers—The accounts and operations
of businesses acquired in exchange for Pet common stock
(which otherwise qualify as poolings of interests) are included
in the financial statements as if they had always been sub-
sidiaries.

The net assets of businesses purchased are recorded at
their fair value at the acquisition date and the financial state-
ments include their operations only from that date. Any ex-
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cess of acquisition costs over their fair value is included in the
balance sheets as “Excess of purchase price of companies
acquired over net assets at dates of acquisition.”

Excess of Purchase Price of Companies Acquired Over
Net Assets at Dates of Acquisition—Currently, it is the
company'’s policy to amortize any excess of purchase price of
companies acquired over the fair value of net assets at dates
of acquisition over periods not in excess of 40 years. A sub-
stantial portion of this account is related to companies ac-
quired prior to adopting this policy and is of such a nature that
amortization is not considered necessary.

Inventories—Inventories are stated at the lower of cost or
market. Cost is determined generally on a first-in, first-out
basis.

Property, Plant and Equipment—Land, buildings and
equipment are carried at cost. Major renewals and better-
ments are charged to property accounts; replacements,
maintenance and repairs which do not improve or extend the
life of the respective assets are charged to earnings.

Depreciation of property, plant and equipment is provided
by charging against earnings amounts sufficient to amortize
the cost of properties over their estimated useful lives
(buildings—20 to 50 years; machinery and equipment—3 to
20 years). Depreciation is provided on the straight-line
method for financial reporting purposes and on accelerated
methods of tax purposes.

Profit or loss on dispositions of assets is credited or
charged to earnings and the related asset costs and accumu-
lated depreciation are removed from the respective accounts.

Income Taxes—The company follows the practice of pro-
viding for income taxes based on income reported for finan-
cial statement purposes rather than amounts payable under
the tax laws of the various countries and states in which it has
operations. The consolidated provision for taxes also in-
cludes an amount sufficient to pay additional United States
federal income taxes on repatriation of income earned
abroad.

Deferred income taxes result primarily from the use of ac-
celerated depreciation methods for tax reporting purposes.
Current tax benefits resulting from the excess of tax over
book depreciation are deferred to future periods when book
depreciation may exceed amounts claimed for tax purposes.

The investment tax credit is recognized as a reduction of
the provision for income taxes in the year in which the credits
are allowable for tax purposes.

Stock Options—Stock options are granted to certain em-
ployees at the prevailing market price on the date of the
grant. Proceeds from the sale of common stock issued under
these options are credited to common stock at the time the
options are exercised. The company makes no charges to
earnings with respect to these options.

Retirement Plans—The company and several subsidiaries
maintain contributory and noncontributory retirement plans
for substantially all salaried and hourly employees. The com-
pany is providing for the cost of these plans as benefits are
accrued, based on actuarial determinations. Prior service
costs are being amortized over a period of 30 years.

Development and Promotion Expenditures—Research
and development costs, pre-opening expenses of retail
stores and advertising and promotion are charged to earn-
ings as incurred.

Patent and Trademark Expenditures—Expenditures for
the acquisition, protection and renewal of trademarks and
patents are charged to earnings as incurred for financial re-

porting purposes. For tax purposes, these costs are amor-
tized over 5 to 17 years, as applicable.

Lease Agreements—Annual rentals pertaining to leases
which convey merely the right to use property are charged to
current operations. Lease agreements which are substan-
tially instalment purchases of property have been recorded
as assets and are being depreciated over their estimated
useful lives.

Long-term Debt—Expenses relating to the issuance of
sinking fund debentures are being amortized under the
bonds outstanding method. Gain on the reacquisition of de-
bentures is recognized currently in earnings.

Earnings Per Share of Common Stock—Primary earnings
per share computations are based on the average number of
shares of common stock outstanding during the respective
years, after net earnings are reduced for preferred dividend
requirements.

Fully diluted earnings per share computations are based
on those shares included in the primary earnings per share
calculation plus common shares which would have been is-
sued if conversion of preferred stocks had taken place at the
beginning of the respective years, together with common
stock issuable on the exercise of stock options if such exer-
cise would result in dilution of earnings per share.

TRANS UNION CORPORATION (DEC)

Summary of Accounting Principles and Practices

Principles of Consolidation—The accompanying consoli-
dated financial statements include the accounts of the Com-
pany and all significant subsidiaries other than wholly-owned
finance lease companies and 50% owned companies. The
equity of Trans Union in the net income of these unconsoli-
dated subsidiaries has been included in the accompanying
consolidated statement of income. All significant intercom-
pany accounts and transactions have been eliminated.

Lease Accounting—Income from rail car leasing activities
generally is recognized under the operating method. Aggre-
gate rentals are reported as revenue over the life of the lease,
and expenses (including depreciation, and maintenance) are
charged against such revenue as incurred. Future rentals
under existing lease contracts are not recorded as assets but
the minimum amount of such future rentals is reflected paren-
thetically in the balance sheet for information purposes.

Income from finance leasing activities (including some rail
cars and ocean vessels and the non-consolidated finance
lease subsidiaries) is recognized under the financing method.
These leases are full payout leases, which means that the
lease terms provide for full recovery by Trans Union of its
cost of the item leased, together with interest, expenses and
profit. Aggregate income from this type of lease is total ren-
tals, plus estimated residual value of the equipment, less cost
of the equipment and less a provision for possible losses; this
income is recorded over the life of the lease in a declining
pattern which results in an approximate level rate of return on
the declining investment.

Voyage Accounting—Income from vessels time chartered
to others is recorded on a pro rata basis over the period of the
charter. Income from vessels on long-term bareboat charters
which are similar to full payout leases are accounted for
under the financing method (see “lLease Accounting”). In-
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come on all other vessels was recorded on the completed
voyage method until 1974 at which time the accounting for
these vessels was switched to the per cent of completion
basis to more closely reflect the operations of this growing
segment of the vessel fleet. Net income for years prior to
1974 would not have changed significantly had this policy
been in effect.

Accounting for Sale of Condominiums and Apart-
ments—Sales of individual condominum units are recorded
at the time title passes to the purchaser, at which time the
Company normally realizes the sales price in full. During
1974 the Company began providing long-term mortgage
financing to customers who qualified for, but were unable to
obtain, financing from conventional sources because of the
extreme scarcity of mortgage funds. These mortgage notes
bear interest at current market rates and generally include
terms similar to those available from financing institutions.
Provision is made at the time of sale of the related con-
dominium units to cover the estimated cost of disposition of
such notes when mortgage funds become available. Interest
income on such notes is accrued as earned.

Provision was made at the time of sale of apartment build-
ings to cover the estimated future contingent costs related to
the contractural guarantees associated with such sales. Such
provision is adjusted periodically to reflect actual occupancy
and related costs of the respective units.

Interest on construction projects and undeveloped land
held for future development is capitalized. Interest and carry-
ing costs on completed units awaiting sale are expensed as
incurred.

Land Held for Resale—The cost of a large tract of land
acquired for resale to builders in wholesale quantities is allo-
cated to the various parcels on the basis of the discounted
sales values as estimated for each parcel. This method has
the effect of charging a higher initial cost against the land
which will be sold first, and a lower cost against the land to be
sold later in the development of the tract.

Real estate taxes and interest expenses applicable to land
held for resale are capitalized as part of the cost of land.
However, capitalization of such costs on individual tracts is
discontinued when continued capitalization would result in
accumulation of costs in excess of a level justified by
economic conditions.

Income from sale of land is not recorded until the buyer has
a significant and continuing cash equity (at least 20%) in the
property. Furthermore, all sales with credit terms in excess of
one year must bear interest at a rate at least equal to the
“prime” borrowing rate in effect at the time of sale, or the
maximum legal rate, if lower. Provision is made at the time of
sale for future estimated development costs.

Accounting For Product Sales and Long-Term
Contracts—Other than for long-term contracts, sales of
products are generally recorded when the products are ship-
ped to the customer. Long-term contracts are those which
require performance—i.e. design, construction and/or instal-
lation —over a time span which generally would overlap two
or more accounting periods. The percentage-of-completion
method of accounting is used for these long-term contracts
except for cooling tower projects for which the Company has
responsibility for on-site construction or installation. In the
latter case, the completed contract method is used. In the
normal course of business, the Company makes certain war-

ranties as to workmanship and product performance. The
estimated costs of these warranties are accrued at the time of
sale. The estimates inherent in accounting for contracts and
warranties are reviewed and revisions to previous estimates
are made as required to reflect the most up-to-date informa-
tion.

Inventories—Inventories, other than inventoried costs re-
lated to long-term contracts, are stated at the lower of cost
(principally first-in, first-out) or market. Inventoried costs of
long-term contracts generally include costs of materials or
equipment shipped to the job site and construction or installa-
tion costs incurred to date, reduced by amounts identified
with revenue recognized to date. Inventoried costs of long-
term contracts are also reduced by charging any amounts in
excess of estimated realizable value to cost of sales. Inven-
toriable costs include material, labor and factory and/or con-
struction overhead. General and administrative costs are
charged to expense as incurred.

Depreciation and Fixed Assets Accounting—Rail cars,
vessels, and fixed assets (excluding finance-lease assets)
are depreciated down to estimated salvage value over their
estimated useful lives on the straight-line method. The princi-
pal estimated useful lives are rail cars, 20 to 35 years; ves-
sels, 20 to 25 years; buildings, 20 to 50 years; and equipment
4 to 25 years. -

Maintenance and repairs are charged to expense when
incurred except for that portion applicable to tank car con-
struction facilities which is capitalized as part of the cost of
tank cars. The cost of drydocking ocean vessels is amortized
to income over the estimated period between drydockings.
Cost of major conversions and betterments is capitalized by
charges to the appropriate property account and depreciated
over the remaining useful life. Interest incurred on funds in-
vested in ocean vessels under construction is capitalized as
part of the cost of the vessels.

The cost of property retired or otherwise disposed of is
removed from the property accounts, the accumulated de-
preciation is removed from the related reserves, and the net
gain or loss is credited or charged to income.

Research and Development—Research and development
expenses, including costs related to development of new
products, patents and processes, are charged to income as
incurred.

Credit Service Accounting—The costs of investments in
credit files acquired in connection with acquisition of credit
bureaus are capitalized. In lieu of amortization of such in-
vestment, the costs of maintaining, expanding and improving
credit files are expensed as incurred. The costs of initially
converting acquired credit files to the company’'s CRONUS
Computer System are deferred and are being amortized over
a seven-year period.

Goodwill—Goodwill represents the excess of cost over the
value of net tangible and identifiable intangible assets of
businesses purchased. Goodwill acquired prior to October
31, 1970 ($12,122,000) is not being amortized because, in
the opinion of management, there has been no diminution in
its value. Goodwill acquired subsequent to October 31, 1970,
is being amortized over periods ranging from 10-40 years as
required by Accounting Principles Board Opinion No. 17.

Sinking Fund Operations—The provisions of certain of the
Company’s debt instruments permit the Company to make
required sinking fund payments by application of reacquired
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debt instruments at face value. The Company’s policy is to
reacquire debt instruments in the open market sufficient to
cover the current sinking fund requirements if this results in a
reduction in net interest cost. Prior to 1973, any gains result-
ing from this policy were deferred and reflected as a reduc-
tion in interest expense over the period (usually one year or
less) from date of reacquisition to the date applied to the
sinking fund installment. Beginning in 1973, in accordance
with Accounting Principles Board Opinion No. 26, any gains
resulting from this policy were credited directly to income as a
reduction of interest expense. Net income for years prior to
1973 would not have changed significantly had this policy
been in effect.

Deferred Federal Income Taxes—Certain transactions or
amounts recorded as revenue or costs and expenses in a
particular year will enter into the determination of taxable
income (for Federal income tax purposes) in different years
(“timing differences”). The most significant of these timing
differences results from additional depreciation allowable for
Federal income tax purposes in the early years of a rail car’s
useful life. As required by Accounting Principles Board Opin-
ion No. 11, the Company has provided deferred taxes on
these timing differences as if such taxes were due and pay-
able currently. Under current Federal income tax deprecia-
tion regulations, deferred tax amounts applicable to addi-
tional rail car depreciation are retained for use by the com-
pany for an average period of 15-20 years.

The earnings of certain foreign subsidiaries are taxed at
rates lower than rates prevailing in the United States. Addi-
tional taxes will be levied on such earnings if they are paid to
the Company as dividends. It is the intention of the Company
to invest a portion of the earnings of these foreign sub-
sidiaries for an indefinite period; thus to this extent these
additional taxes may not be levied. The Company'’s policy is
to provide deferred taxes on that portion of the undistributed
earnings of these foreign subsidiaries which are expected to
be paid to the Company as dividends in future years. The
amounts of undistributed foreign earnings which have been
or will be reinvested indefinitely, exclusive of those amounts
which if remitted would result in little or no U.S. income tax
under current tax rules, aggregated approximately
$21,500,000 for 1974 and prior years.

Deferred Investment Tax Credits—Investment tax credits,
to the extent not passed to lessees, result in a reduction of
Federal income taxes payable and are applicable primarily to
investments in certain new rail cars and vessels. Investment
tax credits retained are deferred and amortized over the es-
timated useful lives of the related assets.

Foreign Currency Translation—Certain of the Company’s
foreign subsidiaries have assets and liabilities denominated
in the currencies of the countries in which they operate.
Changes in the relative values of these foreign currencies
vis-a-vis the U.S. dollar occur from time-to-time. The
Company's policy is to reflect the impact of these changes on
assets and liabilities (except rail cars, ocean vessels, fixed
assets and related depreciation and deferred taxes) by trans-
lating these accounts to U.S. dollars at approximate year end
rates of exchange. Rail cars, ocean vessels, fixed assets and
related depreciation expense are translated at exchange
rates prevailing at dates of acquisition and deferred taxes at
dates provided. Income and expenses (other than deprecia-
tion) are translated at approximate rates prevailing during the
respective years. The translation adjustments resulting from

this policy are charged or credited to income currently except
for the amount arising from the translation of indebtedness
incurred to finance additions to rail cars, ocean vessels and
fixed assets which is deferred and amortized over the esti-
mated useful lives of the related assets.

ACCOUNTING CHANGES

Table 1-7 summarizes the nature of accounting changes
disclosed by the survey companies. APB Opinion No. 20
“defines various types of accounting changes and estab-
lishes guides for determining the manner of reporting each
type.” Examples of accounting changes are shown below
and in connection with Tables 4-3 and 6-6.

Change in Accounting Estimates

AMERICAN CAN COMPANY (DEC)

Notes to Financial Statements

Note 3: Future Plant Closings—As a result of continuing
changes in markets for its products and the rapid technologi-
cal changes in the industry, the Company has shortened the
estmated useful lives of certain plant facilities and has
changed the assumed basis on which employees at such
facilities will retire from that of an on-going plant to a closed
plant (early retirement) in order to recognize and anticipate
future plant closings. Accordingly, depreciation and pension
expense for 1974 has been increased $4,700,000 and
$5,300,000, respectively, and net income reduced by
$5,100,000 ($.29 per share).

TABLE 1-7: ACCOUNTING CHANGES

1974 1973 1972 1971
Companies Disclosing Ac-
counting Changes Listed

Below:
LIFO method adopted or

extended ................. 198 8 3 5
Calculation of pension cost . 32 13 32 30

Research and development

costs charged to

operations ................ 27 - — —
Classification of accounts to

conform with APB Opm-

ion No. 30 .. . 15 10 — —_
Change in reportmg enmy 9 14 24 39
Change to conform with

AICPA Industry Guide ... 7 7 — —
Change in estimate of asset

service life ............... 4 6 6 6
Change in amortization

method.................... 3 10 17 29
Change in translation policy 2 16 6 —
Other ....ccovenviinianinnne. 18 22 19 51
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MCDONNELL DOUGLAS CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note B: Commercial Products in Process—Due to the
marked increase in worldwide economic uncertainties during
the fourth quarter of 1974, and the potential long-term ad-
verse effect on the airlines’ need for wide-bodied jet aircraft,
MDC decided in its year-end review that it would be prudent
to reduce the DC-10 accounting pool from 500 to 400 aircraft,
effective 1 October 1974. This reduced quantity of aircraft
expected to be sold through the early 1980s and the as-
sumed lower production rates have resulted in an increase in
the estimated program-average cost to be charged to cost of
sales for DC-10 aircraft delivered after 30 September 1974.
These changes in estimates were used in accounting for
DC-10 aircraft delivered during the fourth quarter of 1974,
and increased costs and expenses for that quarter by
$17,094,800 and reduced net earnings after applicable in-
come taxes by $8,889,300 ($.23 a share).

DC-10 tooling and production costs are charged to cost of
sales on program-averages, which are based upon estimates
of the total quantity and cost of aircraft anticipated to be
produced. Because the cost of early production units (as
compared to sales prices) were higher than estimated
program-average, DC-10 production costs of approximately
$544,194,000 at 31 December 1974 (for which a comparable
amount at 31 December 1973 would be $542,072,000) re-
mained in inventory to be recouped by production and sale of
lower-than-average-cost units; and applicable income tax
benefits of approximately $277,321,000 at 31 December
1974 ($275,264,000 at 31 December 1973) were reflected as
deferred income taxes. These deferred production costs
were the amounts by which costs of the 169 units delivered
through 31 December 1974 (122 through 31 December
1973) plus the estimated production costs at completion for
aircraft in process exceed the program-average cost
charged, or expected to be charged, to cost of sales. Approx-
imately $212,540,000 at 31 December 1974 ($228,894,000
at 31 December 1973) of unamortized tooling costs on com-
mercial programs were also included in inventory. Approxi-
mately $82,973,000 of the deferred production and tooling
costs are expected to be absorbed by delivery of aircraft
under firm order at 31 December 1974; however, additional
deferred costs are expected to be incurred for sustaining
tooling and for early production units of new models.

Although the 400 aircraft accounting pool is in excess of
the 216 DC-10 aircraft ordered plus 38 DC-10s contingently
ordered or under option at 31 December 1974 (200 ordered
plus 53 contingently ordered or under option.at 31 December
1973), the estimated sales proceeds from undelivered air-
craft of a 400 aircraft program exceed the production and
tooling costs in inventory at 31 December 1974 plus the esti-
mated additional production and tooling costs to be incurred.
However, if less than 400 DC-10 aircraft are sold, or if the
sales proceeds are over-estimated, or if the costs to com-
plete the program are underestimated, substantial amounts
of unrecoverable costs may be charged to expense in subse-
quent fiscal periods.

OLIN CORPORATION (DEC)

Notes to Financial Statements

Property, Plant and Equipment—The major classes of
propenrty, plant and equipment, at cost, are as follows:

(000 omitted) 1974 1973
Land and improvements to land .... $ 44,301 $ 42,327
Building and building equipment.... 163,102 157,661
Machinery and equipment .......... 616,920 556,922

Leasehold improvements............. 9,862 9,942

Construction in progress ............ 62,288 90,201
$896,473 $857,053

Less accumulated depreciation and
amortization ...........ccoceeennn. 494,443 449,653
$402,030 $407,400

As aresdult of a re-evaluation of depreciable lives, the com-
pany increased depreciation rates for certain 1974 additions
to property, plant and equipment, principally by the Chemi-
cals Group. In addition, depreciable lives of certain assets
acquired prior to 1974 were reduced with a consequent in-
crease in 1974 depreciation of approximately $7,900,000 and
a reduction in 1974 net income from continuing operations of
approximately $3,950,000 or 34c per share.

Change in Reporting Entity

E. |. DU PONT DE NEMOURS & COMPANY (DEC)

Summary of Significant Accounting Policies
(Dollars in millions)

1974 Reporting Changes—Du Pont adopted the following
changes in reporting to conform to the prevailing trend of
corporate reporting practices, and thereby improve com-
parability of Du Pont results with those of other companies.

Consolidation of Majority-Owned Subsidiaries—Ma-
jority-owned subsidiaries, previously accounted for by the
equity method of accounting, are now fully consolidated. The
effect of this change is to include all sales and expenses as
well as all assets and liabilities of Du Pont of Canada, Re-
mington Arms Company, Ducilo (an Argentine subsidiary),
and Polidura (a Brazilian subsidiary) in the accounts of the
consolidated statements. The resuiting minority interests are
reflected as “Minority Interests in Earnings of Consolidated
Subsidiaries” in the income statement and “Minority Interests
in Consolidated Subsidiaries” in the balance sheet.

Reclassification of Finished Product Distribution
Expense—Finished product distribution expense, previously
treated as a reduction of sales, is now classified as an ele-
ment of “Cost of Goods Sold and Other Operating Charges.”
Finished product distribution expense consists of expenses
directly related to the movement and storage of finished
product inventory.

These changes have no effect on net income but increase
reported sales.
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Prior years’ data have been restated to reflect the adoption
of these two reporting changes. A reconciliation of sales for
the year ended December 31, 1973 as originally reported and
as restated follows:

1973

Sales—before 1974 reporting changes................ $5,275.6
Sales—majority-owned subsidiaries, net of intercom-

pany transfers ... 445.1
Reclassification of finished product distribution

EXPEMSE «eneneenineneenrnennarereniererenaieanesenenen 243.3

$5,964.0

Sales—after 1974 reporting changes .................

Change in Accounting Principle, Other Than
Change To LIFO

BASIN PETROLEUM CORP. (JUN)

1974 1973

Income before cumulative effect of a
change in accounting method ...
Cumulative effect on years prior to
1974 of a change in the method
of computing depreciation, de-
pletion and amortization of oil
and gas properties (Note 2) ....

Net income

$ 3,048,410 $ 1,400,296

170,209 —
$ 3,218,619 $ 1,400,296

Earnings per ;hure (Note 1):
Income before cumulative effect
of a change in accounting

method..........cooeeeil Ll $.88 $.41
Cumuldtive effect of change in

accounting method (Note 2) .05 —_
Net income ..........cevcvvinnnne $.93 $.41

Net income—assuming full dilu- .
HON oo $.84 $.40

Pro forma amounts assuming re-

troactive application of change

in accounting method (Note 2):

Net income........c.coevevninennes $ 3,048,410 $ 1,405,149
Earnings per share:

Net income .........c...coceuenen $.88 $.41

Assuming full dilution ......... $.80 $.40

Note 2: Change in accounting method—Effective July 1,
1973, the Company changed its method of computing depre-
ciation, depletion and amortization applicable to oil and gas
properties. Prior to 1973, the Company computed these
costs on a composite unit-of-production method by convert-
ing its natural gas production and reserves to equivalent
crude oil barrels based on their relative sales value. Under
the new method, depreciation, depletion and amortization are
computed on the basis of the relationship of the aggregate
sales value of recoverable oil and gas reserves and produc-
tion to the sales value of production. This change in method
of computing depreciation, depletion and amortization of oil

and gas properties was adopted because, in the opinion of
management, the new method is a better method for equat-
ing oil and gas reserves and production. This change in
method increased 1974 income before cumulative effect of a
change in accounting method by approximately $380,000
($.11 per share). The cumulative effect of such change on
years prior to 1974 amounted to $170,209 ($.05 per share)
which is included in 1974 net income. The pro forma amounts
shown in the consolidated statement of income give effect to
the retroactive application of this change.

THE DOW CHEMICAL COMPANY (DEC)
1974 1973
Income Before Extraordinary Iltems

and Cumulative Effect of Change
in Accounting..................... $587,385,615 $271,148,012

Extraordinary ltems.................. 11,721,809 4,419,500
Cumulative Effect of Change in Ac-
counting (Note C)..........c.u.ee (41,650, 206)
Net Income .........covenvinininnines $557,457,218  $275,567,512
Earnings per Share
Income before extraordinary
items and cumulative effect
of change in accounting..... $6.35 $2.94
Extraordinary items............... .13 .05
Cumulative effect of change in
accounting (Note Q).......... (.45)
Net Income .........coevevnvnnenne. $6.03 $2.99
Pro Forma Amounts Assuming the
Accounting Change is Applied
Retroactively
Income before extraordinary
HeMS. .o, $587,385,615 $260,774,020
Earnings per share before extra-
ordinary items ............... $6.35 $2.83
Net income .........oceevvunennenn. $599,107,424  $265,193,520
Earnings per share................ $6.48 $2.88

Note C: Plant Properties—Plant properties consisted of the
following:

December 31

1974 1973

(Thousands of Dollars)
Land oo $ 81,542 $ 74,167
Land and waterway improvements. 93,476 88,365
Buildings ...........cocieiiieiiait. 368,576 332,496
Machinery and other equipment.... 2,769,059 2,475,898
Wells and brine systems............. 68,214 49,540
Furniture and fixtures ............... 48,919 39,423
Other ..ooooviviniiiiiee e, 165,029 22,395
Construction in progress ............ 486,959 219,057
Total ...oooviieiiiiiiiiiiinns 4,081,774 3,301,341
Less—accumulated depreciation ... 1,848,559 1,522,917
Net ceeeeiieee e, $2,233,215 $1,778,424
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The Company extended, as of January 1, 1974, its United

States and Canadian accounting practice of providing accel-
erated depreciation on fixed assets to facilities located in
foreign countries. The effect was to increase depreciation by
$18.4 million ($.10 per share, after related taxes of $8.6 mil-
lion) for the year ended December 31, 1974. The cumulative
effect to December 31, 1973 of retroactive application of ac-
celerated depreciation methods overseas was a charge to
income of $41.7 million after related taxes of $38.7 million, or
$.45 per share.

F!RST NATIONAL STORES INC. (MAR)

1974 1973

Income (loss) before extraordinary

items and before cumulative ef-

fect on prior years of change in
acCoUNting....cceuvunernincnnnnnn. $(13,466,000) $

Extraordinary items:

Gain on sale of land..............
Loss on sale of assets relating to
discontinued operations, less
$125,000 tax effect ........ —
Cumulative effect on prior years (to
March 31, 1973) of change in
method of accounting for costs
related to store closings, less
$1,158,000 tax effect (Note 3)
Net income (loss) ...........
Retained earnings at beginning of

260,000

572,000 —

(225,000)

(1,964,000)

(14,858,000) 35,000

59,434,000
Retained earnings at end of year .. $ 44,576,000

59,399,000
$ 59,434,000

Per share of common stock (Note
2):
Income (loss) from continving
operations ........cceeeennens
Loss from discontinued
operations ........oceeeuunnens — (.22
Income (loss) before extraordi-
nary items and cumulative
effect of change in
accounting......coeeeneenennn. (9.81) .19
Extraordinary items............... 4 (.16)
Cumulative effect of change in
method of accounting for
store closings (Note 3)......

Net income (l0sS) ..........cc.....

$(9.81) $.4

(1.43) —
$(10.83) $.03

Pro forma amounts assuming the
change in method of accounting
for costs related to store clos-
ings had been applied retroac-
tively (Note 3):
Income (loss) from continuing
operations ...........c.ooeueeee $(13,466,000) $(227,000)
Per share of common stock... (9.81) (.17)
Income (loss) before extraordi-
nary items............oeunee (13,466,000) (438,000)
Per share of common stock... (9.81) (.32
Net income (loss)................. (12,894,000) (618,000)
Per share of common stock... (9.40) (.45)

Note 3 (in part): Change in Accounting Method—During
fiscal 1974, the Company changed its method of accounting
for costs related to store closings in order to match more
effectively operating revenues with operating costs and ex-
penses by accruing future costs for which no revenue is ex-
pected. In prior years, certain costs associated with the clos-
ing of stores, including the unamortized value of leasehold
improvements and store equipment, were expensed in the
period the store closed, while occupancy costs were ex-
pensed in subsequent periods as they became payable.

The change in accounting involves (a) expensing costs
associated with closed stores at the time the decision to close
the store is made, rather than at the time the store is closed,
and (b) accruing estimated future expenditures for rents, real
estate taxes and other occupancy costs, through the esti-
mated dates of disposal of such stores, net of estimated in-
come from existing sublease arrangements. These estimated
future expenditures for leased properties have been accrued
based on the Company’s prior experience and its assess-
ment of the current conditions affecting such disposals and
have been discounted for imputed interest at rates ranging
from 7% to 13%.

The change in accounting has been reflected as of the
beginning of fiscal 1974 and the effect on this year was to
increase the loss before extraordinary items by $6,383,000
($4.65 per share). The 1974 net loss also includes an ad-
justment of $3,122,000 to apply retroactively the new method
(the “cumulative effect”), which amount has been reduced by
the reversals of deferred income taxes provided in prior
years. The pro forma amounts shown on the income state-
ment have been adjusted for the effects of retroactive appli-
cation had the new method been employed during fiscal
1973.

PEOPLES DRUG STORES, INCORPORATED (DEC)

1974 1973
Income before cumulative effect of a
change in accounting principle.. 1,266,000 2,366,000
Cumulative effect to December 29,
1973 of a change in accounting
for merchandise discounts (Note
) e (557,000) —
Net Income .......c.oeevieeeennnnnnes $ 709,000 $2,366,000

Net income per common share (Note
1):
Income before cumulative effect
of a change in accounting
principle .........oooviennin, $.52 $.97
Cumulative effect to December
29, 1973 of a change in ac-
counting for merchandise
discounts ........ooiiiiiiinn (.23) —

Net inCome .......cevveveieenennnns $.29 $.97

Pro forma amounts, assuming the
new method of accounting for
merchandise discounts was ap-
plied retroactively (Note 3):
Net inCOMe ......ccovveveennnnns $1,266,000 $2,309,000
Net income per share ......... $.52 $.94
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Note 3: Change in Accounting Principle—In the fourth
quarter of 1974, the Company changed its method of ac-
counting for merchandise discounts from the flow-through
method to the more preferable method of deferring recogni-
tion of income for merchandise discounts to the period in
which such merchandise is sold. The effect of the change
was to decrease net income in 1974 by $602,000 of which
$45,000 ($.02 per share) net of taxes, relates to fiscal year
1974 and $557,000 ($.23 per share), net of taxes of
$590,000, represents the cumulative effect for years prior to
1974.

The effect of the change on the first three quarters of 1974
is as follows (not covered by auditors’ report):

(000's omitted)

16 weeks 12 weeks
ended ended
April July Oct.
20, 13, 5,

1974 1974 1974
Net income (loss) as originally reported  $ (397) $ 667 $ 25
Effect of the change in accounting

principle .....ooiiviiiii (10) (10) an
Income (loss) before cumulative effect
of the change in accounting principle (407) 657 14

Cumulative effect to December 29,
1973 of the change in accounting
for merchandise discounts .......... (557) _ —

Net income (loss) as restated .......... $ (964) $ 657 $ 14

Per share amounts:

Net income (loss) as originally

reported ..........oooeiiiinnnnn, $ (16 $ .27 $.01
Effect of the change in accounting

principle ........cooviiiiiniinin. — — —
Income (loss) before cumulative ef-

fect of the change in accounting

principle ......oooeiiiiiiiiiinn, (.16) .27 .01
Cumulative effect to December 29,

1973 of the change in account-

ing for merchandise discounts .. (.23) —_ —_
Net income (loss) as restated ....... $ (39 $ .27 $.01

CELANESE CORPORATION (DEC)

Notes to Financial Statements
Accounting principles changes (in part):

Depreciation; property, plant and equipment; and mainte-
nance and repairs—Prior to 1974, depreciation and amorti-
zation generally were provided over the estimated useful
lives of the depreciable assets, or asset groups, by applica-
tion of composite rates on the straight-line method. When
appropriate, additional depreciation has been provided on
particular assets or asset groups to recognize the effects of
significant technological or market changes.

In 1974, the Corporation changed to the sum-of-the-
years-digits method of depreciating U.S. machinery and

equipment acquired subsequent to December 31, 1973, in
order to reflect more closely in income the increased cost of
additions, thereby better matching costs with revenues. In
addition, effective July 1, 1974, the maximum estimated use-
ful life assumption was shortened to 10 years from 11 for all
U.S. machinery and equipment to reflect more closely the
Corporation’s experience. Compared with the method used
in previous years, these changes increased 1974 deprecia-
tion by $15 million and reduced net income by $6 million, or
44 cents per share.

Property, plant and equipment includes the cost of land,
buildings, equipment and significant improvements of exist-
ing plant and equipment. Additions, improvements, renewals
and expenditures for maintenance that add materially to pro-
ductive capacity or extend the life of an asset are capitalized.
Other expenditures for maintenance are charged to income.

When facilities are sold or retired in the normal course of
business, the original cost of the asset adjusted by any net
proceeds is charged or credited to the accumulated deprecia-

-tion account.

Change To LIFO

CLARK EQUIPMENT COMPANY (DEC)

Financial Review

Summary of Significant Accounting Policies—No changes
in significant accounting policies have been made in 1974,
except for the changes discussed under the captions “Inven-
tories” and “Finance Review” below.

Inventories

In 1974, the Company changed its method of pricing
domestic inventories from the first-in, first-out method previ-
ously used to the last-in, first-out method. Inventories of
foreign subsidiaries continue to be valued at the lower of cost
or market on the first-in, first-out method. .

Inventories —Inventories at December 31, 1974 and 1973
were classified as follows:

1974 1973

Amounts in Thousands
Raw materials........................ $188,806 $141,208
Work in process and finished goods 252,921 216,582
Manufacturing supplies.............. 22,363 15,754
$464,090 $373,544

Beginning inventories used in computing cost of goods
sold for 1973 were $271.0 million.

In 1974, the Company changed its method of pricing
domestic inventories (which are 63% of the amount shown
above as at December 31, 1974) from the first-in, first-out
method previously used to the last-in, first-out (Lifo) method.
The Lifo method is preferable in periods of high inflation such
as 1974 because it more nearly matches current costs with
current revenues. The effect of the change was to decrease
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1974 income before income taxes by $54.8 million, decrease
income taxes by $28.2 million and decrease net income by
$26.6 million ($1.96 per share). There is no cumulative effect
on prior periods because the ending inventory for 1973 is the
beginning inventory for application of the Lifo method; that s,
December 31, 1974 inventories are priced essentially at De-
cember 31, 1973 prices. No pro forma amounts of the re-
troactive effects are presented because the effects would be
different under assumptions of adopting Lifo at an earlier
date.

Inventories of foreign subsidiaries continue to be valued at
the lower of cost or market on the first-in, first-out method. If
the first-in, first-out method of inventory accounting had been
used by the Company for pricing all of its inventories, inven-
tories would have been $54.8 million higher than reported at
December 31, 1974.

COOK PAINT AND VARNISH COMPANY (NOV)

Notes to Financial Statements

Note B: Inventories—The Company values its inventories
at the lower of cost or market. Effective December 1, 1973,
the Company changed its method of determining cost from
the first-in, first-out (FIFO) method to the last-in, first-out
(LIFO) method for substantially all inventories. The Company
believes the LIFO method will more fairly present its results of
operations by reducing the effect of inflationary cost in-
creases in inventories and thus match current costs with cur-
rent revenues. Since the November 30, 1973, inventories
valued at FIFO are the opening LIFO inventories, there is
neither a cumulative effect to December 1, 1973, nor pro
forma amounts of retroactive application of changing to the
LIFO method of determining inventory cost. The effect of the
change in 1974 was to reduce inventories by approximately
$5,310,000 and net income by approximately $2,670,000
($3.00 per share).

DAN RIVER INC. (DEC)

Notes to Consolidated Financial Statements

Note 1 (in part): Summary of Significant Accounting
Policies: Inventories are stated at the lower of cost (princi-
pally first-in, first-out or average cost) or net realizable market
except that a substantial portion of the cotton and polyester
(see note 2) included in the inventories of the parent com-
pany is stated on the basis of cost (last-in, first-out) which is
below replacement market. Raw cotton, which is owned by a
subsidiary company, is valued at the lower of cost (first-in,
first-out) or net realizable market.

Note 2: Last-in, First-out Inventory Method—During 1974,
the parent company extended the last-in, first-out inventory
method to a substantial portion of the polyester staple in the
inventories of its two largest operating divisions. The exten-
sion was made to more closely match current costs against
current revenues during this period of inflation. The two divi-
sions were already valuing most of the cotton content of their
inventories on the last-in, first-out method.

The effect of the extension was to decrease 1974 net earn-
ings by $1,246,000 or $.22 per share. The extension resulted
in a decrease in the valuation of the inventories below current
cost (first-in, first-out) by $2,542,000. Further, there is no
cumulative effect on retained earnings as of the beginning of

the year or pro-forma effect on reported results of operations
of prior years.

One of these divisions continues to value all raw material
content of certain of its inventories at average cost because
of the lack of the necessary information to change to the last-
in, first-out method in 1974. Consideration will be given to
changing to the last-in, first-out method for these inventories
when the necessary information becomes available.

Also in 1974, one of the divisions reduced its cotton inven-
tory quantities carried on the last-in, first-out method which
resulted in an increase in net earnings of $711,000 or $.13
per share.

The excess of current cost over the value of inventories
stated on the last-in, first-out method was approximately
$13,100,000 at December 28, 1974 and $6,900,000 at De-
cember 29, 1973.

E. |. DU PONT DE NEMOURS & COMPANY (DEC)

Summary of Significant Accounting Policies

Change in Accounting for Inventories—In 1973, Du Pont
adopted the last-in, first-out (LIFO) method of accounting for
certain material components of inventory. Because of further
substantial increases in the costs of acquiring and producing
new inventories and the outlook for a continuing high rate of
inflation, LIFO accounting was extended in 1974 to the mate-
rial, labor, and overhead components of substantially all
domestic inventories. This change results in a more realistic
statement of income because LIFO accounting more closely
matches current costs against current revenues, which is par-
ticularly important in a period of severe inflation.

In accordance with generally accepted accounting princi-
ples, data for 1973 have not been restated for this accounting
change. The cumulative effect of the adoption of LIFO inven-
tory accounting is not susceptible to such restatement and,
accordingly, pro forma earnings per share for 1973 are not
shown.

Foreign inventories are valued at cost or market,
whichever is lower. Cost is generally determined on the aver-
age cost method. Prior to 1973, this method was used to
determine inventory values for both domestic and foreign in-
ventories.

Notes to Financial Statements
(Dollars in millions, except per share)
Note 6: Inventories

December 31
1974 1973 1972

Finished products .................... $767.5 $490.7 $509.2
Semifinished products ............... 232.8 167.9 157.7
Raw materials and supplies......... 420.0 266.3  207.0

$1.420.3 $924.9 $873.9

In 1973, the Company adopted the last-in, first-out (LIFO)
method of accounting for certain material components of in-
ventory which comprised some 5% of the dollar value of con-
solidated inventories at December 31, 1973. This accounting
change reduced 1973 net income by $7.0 ($.15 per share). In
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1974, LIFO accounting was extended to the material, labor,
and overhead components of substantially all domestic in-
ventories, which comprised about 62% of the dollar value of
consolidated inventories at December 31, 1974. The 1974
accounting change (i.e., the extension of LIFO accounting
from certain material components of inventory to substan-
tially all domestic inventories) reduced net income for the
year 1974 by $144.7 ($3.02 per share).

If inventory values were shown at current cost (determined
by the average cost method) rather than at LIFO values,
inventories would have been $382.7 and $14.1 higher than
reported at December 31, 1974 and December 31, 1973,
respectively.

EX-CELL-O CORPORATION (NOV)

Notes to Consolidated Financial Statements

Note 2: Accounting Change—The Company changed its
inventory basis to cost applied on the last-in, first-out (LIFO)
method for inventories maintained at certain domestic loca-
tions in the aerospace and electronic products, precision
parts and assemblies and expendable tools and accessories
product groups. These inventories amounted to $25,633,000
out of an aggregate inventory for these product groups of
$54,256,000 at November 30, 1974. The remaining inven-
tories in these product groups will be converted to the LIFO
method in the Company’s fiscal year ending November 30,
1975. This change is being implemented over two years to
provide adequate time to properly implement LIFO inventory
valuation techniques. The possibility of converting the
machinery product group domestic inventories to the LIFO
method will be evaluated in 1975.

In previous years all inventories were stated at the lower of
cost (first-in, first-out and average) or market. Had these
methods been used for all inventories in the current year,
inventory would have been $873,000 higher than that re-
ported at November 30, 1974. The effect of the change in
1974 was to reduce net earnings by approximately $460,000
($.06 per share). Pro forma effects of retroactive application
of LIFO are not determinable, and there is no cumulative
effect on retained earnings at the beginning of the year.

The change was made because management believes
that the LIFO method more clearly reflects income by match-
ing current costs to current revenues.

Note 3: Inventories—Inventories were as follows:

November 30
1974 1973
Inventories stated on the last-in,
first-out (LIFO) method in 1974,
lower of cost (first-in, first-out,
and average) or market in 1973  $ 25,633,000
Inventories stated at the lower of
cost (first-in, first-out and aver-
age) or market:
Finished products, parts and

$19,124,000

assemblies................ 23,252,696 19,797,535
Work-in-process ............... 67,297,992 49,985,555
Raw materials and supplies... 13,385,968 9,470,747

$129,569,656  $98,377,837

GARLOCK INC. (DEC)

Notes to Financial Statements

Note 1 (in part): Accounting Policies:

Inventories: In 1974, the Company adopted the LIFO
(Last-in, First-out) method of valuing certain inventories
—See Note 10 for the effect of this change. The remaining
portion of 1974 inventories is stated generally at the lower of
average cost or market.

Inventories at the end of 1973 were stated generally at the
lower of average cost or market.

Note 10: Change to LIFO Method of Inventory Pricing—In
the fourth quarter of 1974, the Company changed its method
of pricing certain domestic inventories from average cost to
the LIFO (Last-in, First-out) method. 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. Be-
cause the 1973 ending inventories are the opening 1974
LIFO inventories, there is no cumulative effect on retained
eamings at the beginning of the year. Accordingly, pro forma
results of operations for the prior year, had this principle been
followed for such inventories in that period, are not determin-
able.

The effect of the change on the 12 months ended De-
cember 29, 1974 was to decrease net income $709,000 ($.30
per share).

The effect of the change on the first, second and third
quarters of 1974 is as follows:

Thirteen Weeks Ended
March 31, June 30, Sept. 29,
1974 1974 1974
Net income as originally
reported .................. $1,623,000 $1,774,000 $1,628,000
Effect of change to LIFO..... (138,000) (119,000) (238,000)
Net income as restated ..... $1,485,000 $1,655,000 $1,390,000

Per share amounts:
Net income as originally

reported .................. $ .68 $.75 $ .68
Effect of change to LIFO..... (.06) (.05) (.10)
Net income restated......... $ .62 $.70 $ .58

NORTHWEST INDUSTRIES, INC. (DEC)

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

Inventories. Approximately 75% of total inventories at De-
cember 31, 1974 and all inventories at December 31, 1973
are stated at the lower of cost (first-in, first-out or average) or
market. Market represents current replacement cost by
purchase or reproduction and is not in excess of net realiz-
able value. The remaining 25% of inventories at December
31, 1974 are stated on the last-in, first-out (Lifo) cost method.
Inventory costs include material, labor and factory overhead.
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in 1974, the method of accounting for tubular steel inven-
tories was changed from a primarily average cost method to
the Lifo method because, under the average cost method,
rapidly increasing manufacturing costs in the present infla-
tionary period would have been included in the valuation of
year-end inventories, and thus would have produced infla-
tionary profits for the year. The effect of this change to Lifo
was to reduce 1974 year-end inventories from that which
would have been reported under the average cost method by
$16.5 million and 1974 net earnings by $8.6 million, or $.48
per average common share assuming full dilution and $1.30
per average common share assuming no dilution. It is not
practicable to restate earlier years to reflect the Lifo method,
and neither a cumulative effect of the change on prior years
nor pro forma results for 1973 are presented.

PFIZER INC. (DEC)

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

Inventories, other than those referred to below, are valued
at the lower of cost or market. In general, such inventory
costs are based on average or latest actual costs for raw
materials and supplies and average annual costs for finished
products and goods in process.

In the last quarter of 1974, the Company changed its
method of inventory valuation for most of its domestic phar-
maceutical, agricultural and chemical inventories from the
method described above to the last-in, first-out (LIFO)
method. The change was made to more nearly match current
costs against current sales and thereby mitigate the impact of
inflation in reporting earnings.

Accounting Change—As noted in the inventory section of
the Summary of Significant Accounting Policies, the Com-
pany adopted the last-in, first-out (LIFO) method of inventory
valuation for most of its domestic pharmaceutical, agricuitural
and chemical inventories in 1974. The effect of this change to
LIFO was to reduce 1974 net income by $9.94 million ($.14
per share) and fourth quarter net income by $3.19 million
($.04 per share). Previously reported net income for the first,
second and third quarters of 1974 has been reduced by
$2.37 million ($.03 per share), $1.94 million ($.03 per share),
and $2.44 million ($.04 per share). respectively.

Neither the cumulative effect of the change to LIFO on
retained earnings at the beginning of the current period nor
the pro forma amounts for 1973 could be computed since it is
assumed that the ending inventory of the preceding year is
also the beginning LIFO inventory of the current year.

BUSINESS LINE REPORTING

For companies engaged in more than one line of business,
the SEC requires that such companies disclose in Form 10-K
the following information for the last 5 fiscal years:

1) Revenues for those lines of business which, in either of
the last two fiscal years, accounted for 10% or more
(15% for those companies with revenues of less than
$50,000,000) of total revenues.

2) Income or loss before income taxes and extraordinary
items for those lines of business which, in either of the
last two fiscal years, accounted for 10% or more (15%
for those companies with revenues of less than
$50,000,000) of total income or loss before income taxes
and extraordinary items.

3) Revenues for each class of similar products or services
which, in either of the last two fiscal years, contributed
10% or more (15% for those companies with revenues of
less than $50,000,000) to total revenues.

4) |If the information required in 1 and 2 is not disclosed, the
reason why it is not disclosed must be stated.

TABLE 1-8: BUSINESS LINE REPORTING

1974 1973 1972 1971

Revenues
By product line............... 328 250 218 176
By division or subsidiary.... 137 130 140 144
By industry or type of

customer.................. 26 44 45 29
By geographic area.......... 24 27 30 20

Total Disclosures............. 515 451 433 369
Income
By product line............... 206 149 114 83
By division or subsidiary.... 106 91 98 88
By industry or type of

customer.................. 18 20 19 13
By geographic area.......... 10 11 16 12

Subtotal ......ccovrverrerecernnee 340 271 247 196
Separate financial state-

ments or summaries for

subsidiaries............... 63 58 68 65
Segment of reporting entity

operating at a loss ...... 26 13 28 14

Total Disclosures............. 429 342 343 275
Number of Companies
Disclosing business line rev-

enue and income......... 346 261 245 217
Disclosing business line rev-

enue only..........oueuees 103 140 148 158
Not disclosing business line

doto..oeiniiiiiinieenenees 151 199 207 225

Total Companies .............. 600 600 600 600
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Effective for fiscal years ending on or after December 20,
1974, Rule 14c¢-3 of the Securities Exchange Act of 1934
requires that the aforementioned Form 10-K disclosures be
included in annual reports to stockholders. Rule 14c-3 gov-
erns information included in annual reports issued in connec-
tion with proxy solicitations.

AMAX INC. (DEC)

The subject of diversified company reporting is currently
being studied by the Financial Accounting Standards Board.
Table 1-8 analyzes the types of revenue and income informa-
tion for business segments disclosed in annual reports of the
survey companies. Examples of disclosures of business

segment revenue and income follow.

Ten-Year Financial Summary-By lines of Business (1969-1965 omitted for presentation purposes)

For the Year

(dollars in millions) 1974
Sales:
Molybdenum and Specialty Metals....................eeeee. $ 240
Base Metals(?)....ccovireniiiirieieiiiieiiiiieenereeiannnes 607
Fuels and Chemicals...........ccooveieiriniiiiiiiiiiaenens ’ 206
IroN Ore ..ot reee e eeee e enees 78
RST(2) et 32
Total SAleS(3)....neiriieiriniieieiiiieereeeeenaas $1,163

Earnings from operations before income taxes, exploration
and unallocated corporate expenses:

Molybdenum and Specialty Metals.......................... $ 4
Base Metals...........oeovniiiiiiiiiiiei e 76
Fuels and Chemicals............cccoeiviiiieniiiiinane.. 45
IPON Ore .oeeniiieeiiiieiiiiieer e eetieeneteneanereasnanns 37
RST e 20
219
Exploration expenses...........ccceeeuiiiviininenninninanns (37)
Unallocated corporate expenses..............cceeuvenennenn. (36)
Earnings from operations...............ccooeuiiinann. $ 146

Capital expenditures and investments:

Molybdenum and Specialty Metals.......................... $ 140
Base Metals...........ooviriiiiiiiiiiiiiiiiiiirceeeeeae 76
Fuels and Chemicals............oeveniiniininveeniinieennn.. 89
100N OF€ .eevneniniiniiiee et e e ere e ae e enen 33
RST ettt et ee et e e e —
COTPONAL. ..ot ittt i ereeenreaeerneenenesenaanenaaaas 68
Total capital expenditures and investments ............. $ 406
Depreciation and depletion................cceeviiiiiininian.n.. $ 46

1973 1972 1971 1970
$179 $114 $108 $145
534 256 205 276
154 137 18 118
60 45 39 25
37 14 10 18
$964 $566 $480 $582
$ 46 $ 28 $ 28 $ 51
47 16 8 n
22 23 15 13
32 25 23 13
26 5 1 8
173 97 75 96
(33) 12 (16) (14
(24) (14 (10) (13
$116 $ 7 $ 49 $ 69
$ 51 $ 39 $ 49 $ 29
110 10 8 8
64 52 36 19
10 8 30 24

1 8 — 84

17 28 6 4
$253 $145 $129 $168
$ 37 $ 32 $ 28 $ 26

(") Includes the sale of metals processed from concentrates and scrap materials, tolling services, sales of copper from AMAX’s 50% share of the
operations of the Twin Buttes Mine from January 1, 1973 and sales of copper and silver arising out of purchase and sale transactions of these metals on

commodity exchanges.

(2) Consists of fees, commissions and net trading revenve.

(®) Sales of molybdenum, copper and coal to total Company sales for the last five years were as follows:

1974 1973 1972 1971 1970
20% 17% 18% 20% 23%
17 17 19 16 21
12 10 16 13 10

*Exclusive of charges for toll refining of copper for others and transactions on commodity exchanges.
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CBS INC. (DEC)

Sales and Income by Operating Group

The CBS/Broadcast Group remained the leader of the
broadcasting industry by virtually any creative or business
measurement. The Group's significant sales and income
growth resulted largely from the excellent performance of the
CBS Television Network.

The strength of the CBS/Records Group’s array of musical
talent, both at home and abroad, was apparent in substan-
tially increased sales. The Group reported lower income,
‘however, because management thought it prudent to provide
areserve to cover problems in the international area deriving
from adverse foreign government regulations. Had it not
been for these negative factors, the Group would have re-
ported greater income than for the previous year.

Sales and Income by Operating Group

Sales also improved significantly for the CBS/Columbia
Group although its income declined somewhat, reflecting
primarily the impact of current economic problems on the
retail and toy industries. This Group’s growth potential is now
being realized, with the steady and sizable gains of the CBS
Musical Instruments Division being particularly impressive.

The restructuring of the CBS/Publishing Group, which we
reported to you last year, bore fruitin 1974. An attractive gain
in sales was accompanied by a major increase in profitability,
resulting primarily from improvement in all areas at Holt,
Rinehart and Winston, and the continued growth of W. B.
Saunders.

The chapters that follow this letter present full discussions
of the achievements of each of the four groups and their
companent units. Sales and income before income taxes for
the groups are presented separately in the following table:

Net Sales by Operating Group 1974 1973 1972 1971 1970
(in millions)

CBS/Broadcast Group .........ocoeuuiveeeennunineeeenenarnenenne. $ 813.9 $ 7271 $ 6748 $ 602.9 $ 648.9

CBS/Records Group .........cevvuineeniniuneeneninieencieennanes 420.4 349.5 312.3 276.2 247.5

CBS/Columbia Group.........cevviiiiiiiiieiiiiiiiiiiieeiennnn, 314.9 274.0 224.7 188.4 166.5

CBS/Publishing Group...........ccceeeevieiniiiniciinenenenenns, 181.7 160.4 148.9 131.1 114.6
0 1T U PRSPPIt 20.4 44.2 42.5 64.8 46.2
TOMl et e r e e $1,751.3 $1,555.2 $1,403.2 $1,263.4 $1,223.7
*Income by Operating Group 1974 1973 1972 1971 1970

(before Income Taxes)

CBS/Broadcast Group .......cceverrinenriurnineieenenineanenennns -$163.8 $135.7 $105.4 $ 78.2 $ 90.7

CBS/RECOrdS GrouUp .....cuvvuvneriiniienneireneiinenereenaiaanns 44.8 47.8 49.8 43.2 37.2

CBS/Columbia Group.........ueeeeirieeriiiiiiiieieeeeeeeveinann, 15.3 16.7 7.9 6.2 6.5

CBS/Publishing Group..........cccvvveeenirvineieieenaienennns, 11.9 3.2 . 12. 1.1

Other ..... ettt ettt re et et ettt (15.6) (19.0) (8.8) (20.6) (22.9)
Total o e 220.2 184.4 154.4 119.8 123.1

INCOME TAXES .veeeeeineie i eeeaaens (111.6) (89.8) (71.5) (55.1) (61.2)
Total ot $108.6 <$ 94.6 $ 82.9 $ 64.7 $ 61.9

*Income is Income from Continuing Operations: it has been determined after allocating certain corporate income and expense items on a basis which

management believes to be reasonable. Parentheses indicate losses or subtractions.

In the “Other” category of the table are recorded the re-
sults of several activities which are being minimized or elimi-
nated or which do not properly belong under any of the Group
headings. This category includes losses on a record distribu-
tion arrangement and on disposition of certain of our pro-
prietary schools, as well as expenses associated with the
operations of the CBS Laboratories Division. It also includes
income gained from Cinema Center Films, from the sale of
television rights for a limited number of television showings of
My Fair Lady and from our Canadian cable television invest-
ments.

The results of our four groups represent achievements in

many areas of activity which CBS has entered for the first
time in the past decade. In addition, over the years the CBS
Television Network, the major element in our broadcasting
operations, has continued to grow rapidly. Our recorded
music business, including our domestic and international
records divisions, has grown even more rapidly and with our
record and tape clubs and some record and tape retailing
activity, is now approaching the Television Network in sales
volume. This is attributable in large measure to the rapid
expansion of the CBS Records International Division. The
following table, setting forth the dollar amounts and percent-
ages of total CBS sales contributed by these two areas of
activity, reflects these changes.
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TELEVISION NETWORK AND RECORDED MUSIC SALES
As Percentages of Total CBS Sales

1974
Television Network .........couuveeneemeeisiiosiei, $651.6
37%
Recorded MUSIC.........vevniinniieiineeie e, $561.4
32%

In addition to our recorded music business overseas, the
manufacture and distribution of musical instruments and pub-
lishing activities are also key areas of our operations which
have shown vigorous growth in international markets. The

HOUDAILLE INDUSTRIES, INC. (DEC)

Financial Review

Net Sales and Profit Before Taxes By Industry Group

Net sales for Houdaille Industries, Inc. reached a new high
of $317,657,000 in 1974, up 4% from the 1973 level of

1974

Industrial Products..............cvvviviiiniiiiiiininas $ 89,069
Yo of Total oeovrieitieei e 28%
Machine Tools ...........ooiiiiiiiii e 65,086
Yo of Total ..vnriniiiiii i 20%
Automotive Products ........ccooviieiiiiiiiiiiiii e 68,530
Yo 0f TOtal .eeevininiiriiiie e 22%
Construction Materials and Contracting........................ 94,972
Yo of TOtAl oeeriniiniiee i 30%
TOtal et $317,657

Profit before tax was also at a record level in 1974, and
amounted to $32,584,000, an increase of 6% from
$30,883,000 in 1973. Earnings of the Industrial Products and

Machine Tools Groups rose in 1974, while declines occurred

in the Automotive Products and Construction Materials and
1974
Industrial Products.............cocviviiiiniiiniiiniinaen, $12,854
Yo 0f TOAl .eevntiiitiniiie s 40%
Machine Tools ..o 8,577
Yo oF Total ...etiniiiiie i e e 26%
Automotive Products ..........ooeviiiiiiiiiiiiiiii s 7,587
Yo of TOtal ouenrieiieeiiie i 23%
Construction Materials and Contracting 3,566
Yo Of TOtAl L. ouinininiir et 11%
Total e s $32,584

Industrial Products—The increasing importance of the In-
dustrial Products Group to overall corporate operations is
evidenced in both the sales and earnings statistics shown
above. This group’s share of the Corporation’s total sales has
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1973 1972 1971 1970
(Dollars in millions)

$583.2 $540.1 $487.5 $524.1

38% 38% 39% 43%

$492.5 $426.1 $374.1 $330.1

32% 30% 30% 27%

scope of CBS involvement internationally is reflected in the
fact that in 1974, 14.6 percent of our sales and 19.7 percent
of our earnings were derived from operations abroad.

$305,204,000. Three of the four major industry groups in
which the company operates, the Industrial Products,
Machine Tools, and Construction Materials and Contracting
Groups, had record sales for the year. Sales in each of the
five major industry groups for the most recent five years were
as follows:

NET SALES
1973 1972 1971 1970
(dollars in thousands)

$ 73,946 $ 50,792 $ 41,592 $ 43,873
24% 21% 21% 23%
54,603 43,490 31,275 39,062
18% 18% 16% 21%
83,283 72,787 58,827 41,454
27% 29% 29% 22%
93,372 80,368 69,477 63,561
31% 32% 34% 34%
$305,204 $247,437 $201.171 $187,950

Contracting Groups. Below is a summary of profit before tax,
after allocating corporate expenses on the basis of sales, for
each of the four industry groups for the most recent five

years:
PROFIT BEFORE TAX
1973 1972 1971 1970
(dollars in thousands)
$10,720 $ 6,570 $ 4,624 $ 4,931
35% 28% 32% 41%
5,417 3,390 (1,226) (1,729)
17% 15% (8%) (14%)
7,936 5,562 4,828 3,320
26% 24% 33% 28%
6,810 7,492 6,241 5,432
22% 33% 43% 45%
$30,883 $23,014 $14,467 $11,954

risen from 23% in 1970 to 28% in 1974. In the five year
period, sales of this group have more than doubled, and profit
before tax in 1974 was more than 212 times the 1970 amount.
Industrial Products Group profits before tax were 40% of the
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corporation total in 1974, up from 35% in 1973. Results of
Warren Pumps, Inc. are included in the Industrial Products
Group figures for time periods subsequent to November 20,
1972, the date on which the company was acquired. Profits
for the Industrial Products Group were held down in 1971 and
1972 by losses incurred in the then newly established En-
gineered Molding Systems Division. This operation, which
produced fiberglass reinforced plastic components from
sheet molding compounds, was disposed of in February,
1973.

Machine Tools Group—The Machine Tools Group had
sales of $65,086,000 in 1974, up 19% from $54,603,000 in
1973. Sales of this group have increased by 67% since 1970.
Profit before tax for the group reached a new high of
$8,577,000 in 1974, and’ represented 26% of the
Corporation’s total profit before tax.

In 1970 and 1971, the Machine Tools Group experienced
operating losses as a result of the economic slowdown which
had a severe impact on the capital goods industry. The loss
for the group declined in 1971 despite the fact that sales were
lower. This resulted from an austere cost reduction program
instituted in 1970. Holiding the line on costs enhanced eamn-

ings of the Machine Tools Group for the years 1972 through
1974.

Automotive Products Group—in 1974 the decline in auto
sales and production resulted in reduced sales and earnings
for the Automotive Products Group. Houdaille’s Automotive
Group had operated at or near capacity levels in 1972 and
1973 due to high volume sales years in the automotive indus-
try. In 1970, earnings for the group were adversely affected
by a strike against one of the company’s principal auto parts
customers. While the company’s Automotive Products Group
sales are not directly related to total auto production, it is,
nevertheless, interesting to compare total passenger car
production for recent years.

Calendar Passenger Car Production
Year U.S. and Canada
1974.......... 8,480,000
1973.......... 10,888,000
1972.......... 9,977,000
1971.......... 9,675,000
1970.......... 7,484,000

The Detroit Division, a part of the Automotive Products
Group, experienced substantial losses in the second half of
1973, resulting from major start-up problems related to the
introduction of new products for its automotive customers.
While the operation was profitable in 1974, it is being phased
out because of insufficient business for its hot formed parts
beyond the 1975 model year. Further comments are included
in the review of Automotive Products operations section,
page 14.

Construction. Materials & Contracting—In 1974, the earn-
ings of the Construction Materials and Contracting Group
declined, although a slight increase in sales occurred. The
1974 resuits reflect an increase in sales and earnings of the
Southern Construction Materials and Contracting operations.
However, contracting operations which have lower margins
than construction materials operations, accounted for a
larger share of the Southern Division’s total activity in 1974. A
decline in sales, resulting from depressed construction ac-

tivities, and relatively poorer weather conditions, together
with higher costs, sharply reduced eamings for the Northern
Construction Materials business.

Earnings for the Construction Materials and Contracting
Group declined in 1973 despite an increase in sales. This
resulted principally from an increase in sales in the contract-
ing end of the business as opposed to the higher margined
construction materials end of the business.

A description of the products, distribution methods and lo-
cations of the individual divisions which make up the four
industry groups is included on pages 8 through 17 of this
report. Further information is contained in that section con-
cerning sales, earnings, and backlogs for each of the groups.
An examination of that section will provide the reader with a
more comprehensive understanding of the nature and scope
of operations of Houdaille Industries, Inc.

KOPPERS COMPANY, INC. (DEC)

Financial Summary (Page 20)

Ten-Year Sales Growth of Koppers Major Lines of Busi-
ness (Years prior to 1973 omitted for presentation pur-
poses)

1974 = % 1973 %

($ Millions)

Organic Materials.................... $285.8 31 $173.4 24
Forest Products ............ceeuvnees 270.4 30 193.7 27
Road Materials...........ccoveneene. 117.4 13 92.2 13
Metal Products...........cceeeenenne. 107.9 12 80.7 11
Environmental Elements ............. 50.5 5 38.8 5
Plastics Operations .................. 82.2 1
Total Manufacturing................. $832.0 91 $661.0 9
Engineering and Construction ....... 80.5 9 62.2 9
Other...cooiiiiiiniiieiieeieeaen, 1.7 7

Total o s $914.2 100 $723.9 100

Operating Income* by Koppers Major Lines of Business
1974 % 1973 %

($ Millions)
Organic Materials.................... $ 48.8 46 $21.17 29
Forest Products ..........c.coeeuinene 17.6 17 20.7 29
Road Materials....................... 140 13 129 18
Metal Products..........cocoeeeinns 5.2 5 5.4 8
Environmental Elements ............. 3.2 3 1.6 2
Plastics Operations™................ 13.8 13 13.2 18
Total Manufacturing................. $102.6 97 $749 104
Engineering and Construction....... 2.8 3 -2.7 -4

Total Operating Income.............. $105.4 100 $72.2 100

*Operating income is before deductions for income taxes, interest
costs and unallocated general corporate overhead, and does not include
extraordinary items. Income includes the effect from the change during
1974 to LIFO accounting for most domestic inventories; FIFO accounting
was used in prior years.

**1974 income is primarily dividends received from ARCO/Polymers;
Koppers half of Sinclair-Koppers operating income is used in prior years.
See discussion of Other Income on page 19 for further explonation.



P.R. MALLORY & CO. INC (DEC)

Line of Business

Batteries...........ceovnian... e,

Components

Electrochemical.............c.coeiviininiin. .

Batteries....cc.oooviuiiiiieee e

Components

Electrochemical............cooceeeeniiiinn.l,

Metals and Materials ...................oon.on..

Totals Before Equity Earnings and Unallocated
Corporate Expenses ...........................

Equity Earnings

Batteries........ocoviiiiiiii

Components:

Electrochemical...............coveveninn...

Unallocated Corporate Expenses

Earnings Before Taxes ............c.cc.eunnen....

Business Line Reporting

Net Sales
1974 1973 1972
(In thousands of dollars)
$ 94,304 $ 79,771 $ 69,676
37.9% 35.3% 36.7%
63,440 57,344 44,610
25.5 25.4 23.5
63,275 66,898 58,715
25.4 29.6 30.9
27,909 21,776 16,887
11.2 9.7 8.9
$ 248,928 $ 225,789 $ 189,888
100.0% 100.0% 100.0%
Contributions to Earnings
1974 1973 1972
$ 7,408 $ 8,161 $ 7,532
64.8% 43.1% 43.7%
4,520 4,836 2,316
39.6 25.6 13.5
2,381 5,057 6,460
20.8 26.7 37.5
(2,884) 865 917
( 25.2 4.6 5.3
$ 11,425 $ 18,919 $ 17,225
100.0% 100.0% 100.0%
$ 120 $ 279 $ 170
702 409 91)
61 (534) (149)
2,825 1,234 473
$ 3,708 $ 1,388 $ 403
$ (4,964 $ (4,255 $ (4,047)
$ 10,169* $ 16,052 $ 13,581

1971

$ 62,092
38.8%

36,626
22.9
47,079
29.5
14,040
8.8
$ 159,837
100.0%

1971
$ 7,266
48.0%

2,223
14.7
6,094
40.3

(454)
(3.0)

$ 15129
100.0%

$ 135

(23

(89)

103
$ 126
$ (5,248)
$ 10,007

43

1970

$ 60,97
39.5%

39,621
25.7
38,858
25.2
14,780
9.6
$ 154,230

100.0%

1970
$ 7,803
55.7%

2,375
17.0
3,062
21.8

764
5.5

$ 14,004
100.0%

$ 109

(70)
(202)
328

$ 165
$ (4,406)
$ 9,763

*Earnings are before taxes on income and cumulative effect on prior years (to December 31, 1973) of change to full absorption inventory valuation

methods.
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NORTON SIMON INC (JUN)

Lines of Business
(000’s omitted)

1974 1973 1972 1971 1970
Sales
FOOd & FOOd SErviCe . vvvviiniiriiniireeeieeeiaeeenenaeininaens $ 683,041 $ 551,909 $ 510,965 $ 481,414 $ 435,017
Cosmetics & Personal Care......oovoeveverieniiineinineiennenes 276,208 238,549 196,922 188,813 171,241
SOFt DIINKS «euverininieeenienenieeteeeeeteresenenneneresaenaaens 153,903 127,789 119,325 113,958 124,612
Distilled SPIFitS...c..eevereneereieiiiiirii e eeanes 160,272 155,682 138,409 127,171 121,612
PACKAGING - ovteveenneneniniiieeniiie et ea e 152,881 149,735 151,551 143,502 133,364
Communications, Graphic Systems & Other................... 227,109 256,845 248,553 250,697 261,272

$1,653,414 $1,480,509 $1,365,725 $1,305,555 $1,247,118

Income Before Taxes

Food & FOOd Service .......ocovevemieneniniiniininiiiiniiinninns $ 28,152 $ 32,633 $ 32,772 $ 32,268 $ 29,269
Cosmetics & Personal Care............cocecviveiiiiniiinininn. 33,592 36,846 32,734 27,579 31,17
SOFt DFINKS «vvnieeniteeieei et 13,727 12,688 9,761 7,261 5,566
Distilled SPiFifs .......ocerenineniiiiiniiie e 23,342 23,462 20,653 18,870 17,166
PACKAGING «enevnenitienineneeeieee ettt 12,084 16,863 18,263 18,057 15,909
Communications, Graphic Systems & Other................... 19,718 20,425 11,873 5,361 6,417

$ 130,615 $ 142,917 $ 126,056 $ 109,396 $ 105,498

SCM CORPORATION (JUN)

Net Sales, Operating Income and Average Assets by
Product Group

1974 1973 1972 1971 1970
_ (in millions)

Net Sales
Coatings and Resins ..........coccviiiniiiiiiineniiiinennnns $ 312.0 $259.1 $229.2 $207.8 $198.5
Typewriters and Appliances ...........cccoeiuiuveneniinannnn. 203.1 182.7 181.8 169.0 172.2
FOOUS «ovveeieenireeeretereretanernreenaneeeeaeeaeneanes 289.2 215.5 211.4 205.0 183.8
Business Equipment..........covviiiiiiiniiiiiiieins 124.6 106.0 110.4 112.3 113.5
Chemicals. .. .o.ovveerieieer et 116.7 103.6 84.6 76.1 77.0
Paper Products.........oooiveiiiiiiniiiiiiee s 141.1 102.5 86.1 86.1 88.5
DT e 30.6 24.8 26.5 29.1 30.8

1,217.3 994.2 930.0 885.4 864.3
Eliminations ......oeerieeririneieneieeereenerenenreieienaes (15.1) (13.9) (12.2) (10.3) 9.8
TOMAl et $1,202.2 $980.3 $917.8 $875.1 $854.5

Operating Income
Coatings and ReSiNS ..........oovviiiiiiiiiiiiieiiininannns 22.9 18.3 17.2 13.8 9.1
Typewriters and Appliances ............oooeiieiiiiiinnint 16.8 16.5 12.1 8.2 7.9
FOOOS onvnnininrireneineneiraneeieeeneneeeeeneneineeaeaanes .4 .2 (2.9 5.8 8.6
Business EQUIPMENt.........oeviiiieiiiiiiiiniiniinieaeienas (14.3) (4.2 (3.3 (3.9 (4.7)
Chemicals ..vvviriieeriieet i 10.8 5.5 3.1 3.6 6.4
Paper Products.........co.veeiieiiiiniiiniiiiieeaeas 24.5 7.8 4.2 3.6 3.2
(0111 PPN .8 (.2 4 (2.2 9.1

TOtal e $ 61.9 $ 43.9 $ 30.8 $ 28.9 $ 22.0

Average Assets
Coatings and ResiNS ..........cccvvviniiininiinnannininnn. 174.2 144.4 121.6 116.0 109.7
Typewriters and Appliances ..........cooeviiiiveiinininnene 109.4 107.0 104.8 118.8 123.0
FOOAS rnvnerniieneiiieeieeeeeneeanenenenenearaeneeaaees 110.5 97.0 100.3 92.4 76.0
Business Equipment................ e eeereneneeeeiree s 57.9 52.6 74.8 91.7 94.7
Chemicals ...v.vierie i e 81.4 78.9 73.0 73.0 68.6
Paper Products.......c.eeveveeiiviniiniiniiiieieiaens 52.7 39.2 36.2 49.6 53.8
(01111 S PP PPN 13.6 14.8 18.3 19.0 25.4

Total veienii e $ 599.7 $533.9 $529.0 $560.5 $551.2
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SCM'’s results are broken down into seven lines of busi-
ness. The table above shows the sales, operating income
and average assets for each over five years.

Paper contributed the largest percentage of total operating
income, 40 per cent, up from 18 per cent last year. Coatings
and Resins contributed 37 per cent compared to 42 per cent
in 1973. Typewriters and Appliances accounted for 27 per
cent compared to 38 per cent in 1973. Chemicals accounted
for 17 per cent of operating income, up from 13 per cent in
1973.

SCOVILL MANUFACTURING COMPANY (DEC)

Page 1—Through the five major groups shown below,
Scovill products help fill basic needs in the housing, food
preparation, home sewing, automotive and apparel indus-

Product Group Contribution to Company Sales
(In Millions of Dollars)

1970
Housing Products Group.............cooveviniiiiiiininanennenanes $105.8
, 23.8%
Housewares Group ..........coeveeuininiiiiiiieiiieeenannenen $ 66.8
15.0%
Sewing Notions and Apparel Fasteners Group ................ $ 88.3
19.9%
Metals and Industrial Products Group ................c...ccet $126.8
28.5%
Automotive and Fluid Power Group............ccccoevennnn..e. $ 56.8
12.8%
Total Sales ....onviriee e $444.5
Product Group Contribution to Company Earnings
(In Millions of Dollars)
1970
Housing Products Group...........ceeveiiiniiiinneinenienninaens $ 111
33.1%
HoUSWAres Group.......cveeeiieiiiiniieiaiieeieeiienaeeannes $ 21
6.3%
Sewing Notions and Apparel Fasteners Group ................ $ 83
24.9%
Metals and Industrial Products Group ...................coceeee $ 6.0
18.0%
Automotive and Fluid Power Group..............cooevvienenens $ 6.0
17.7%
Total Operating Income............ccouvevveriiininniiinnna.. $ 33.5
Interest Expense ............coooiiiiiiiiiiii $ 7.6
Non-Recurring Costs..........ocooiiiiiiiiiiiininnnn. —
Earnings Before Income Taxes........ccevveviivninvinenennes $ 25.9
INcome TOXES ...ovvviniiiiii i $ 12,6
Minority Interest...............ooo $ .5
Net Barnings. .....ovveneiriiiiiiiei e $ 12,

When totaled, contributions exceed 100 per cent because
of the Business Equipment loss, a negative 23 per cent.

Several major lines of business had increases in average
assets. The increase for Coatings and Resins was due in part
to the new paint plant at Huron, Ohio. The increase for Paper
reflects the investment in the new recovery boiler at our
Jackson, Alabama, pulp and paper mill, and the increase for
Foods was due primarily to the higher price for edible oils.

Each of the major lines of business is discussed in detail in
a separate section of this annual report.

tries. Such familiar trademarks as Hamilton Beach, NuTone,
Dritz, Gripper, and Schrader are well established in their
markets. This diversity, which we continue to balance and
refine with new products and broader distribution, is our base
for future growth.

1971 1972~ 1973 1974
$141.3 $169.4 $181.9 $175.2
30.0% 30.9% 29.6% 26.9%
$ 58.7 $ 725 $ 81.8 $ 79.9
12.5% 13.2% 13.3% 12.2%
$ 94.6 $107.1 $108.2 $123.8
20.1% 19.6% 17.6% 19.0%
$112.8 $118.3 $150.1 $170.4
24.0% 21.6% 24.4% 26.1%
$ 62.8 $ 80.7 $ 92.5 $103.0
13.4% 14.7% 15.1% 15.8%
$470.2 $548.0 - $614.5 $652.3

1971 1972* 1973 1974
$ 15.4 $ 19.9 $ 20.7 $ 18.3
43.1% 44.5% 41.8% 44.0%
$ 2.1 $ 3.6 $ 49 $ (1.9

5.9% 8.2% 9.9% (3.4%)
$ 7.7 $ 9.3 $ 6.3 $ 8.3
21.6% 20.9% 12.8% 20.0%
$ 3.7 $ 1.7 $ 50 $ 22
10.3% 3.8% 10.1% 5.4%
$ 6.9 $ 101 $ 12,6 $ 141
19.1% 22.6% 25.4% 34.0%
$ 35.8 $ 44.6 $ 49.5 $ 415
$ 6.8 $ 5.6 $ 8.1 $ 12,7
$ 4 $ .5 — —
$ 28.6 $ 38.5 $ 41.4 $ 28.8
$ 13.9 $ 19.8 $ 201 $ 13.1
$ 4 $ .7 $ .8 $ .8
$ 14.3 $ 18.0 $ 20.5 $ 14.9

*Restated to include the Company’s Brazilian subsidiary and an Australian subsidiary consolidated in 1973.

**Includes $1.6 bad debt write-offs.
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OCCIDENTAL PETROLEUM CORPORATION (DEC)

Lines of business

‘The following tables set forth the amounts and percent-
ages of net sales and of income from continuing operations,
before gains (losses) from emergency fleet position, interest,
income taxes (but after Libyan income taxes), losses from
discontinued operations, extraordinary items and unallocated
corporate costs of Occidental's lines of business during the
five years ended December 31, 1974.

Net Sales
Year Ended December 31,
1970 1971 1972 1973
Lines of Business Amt, % Amt. % Amt. % Amt. %

(amounts of millions)
OIL AND GAS OPERATIONS:

International produc-

tion and explora-

tion (1) ...coeenen. $ 283.4 13% $ 367.0 16% $ 353.0 15% $ 438.5 15%
International crude oil

marketing, refin-

ing and marine

transportation .... 384.0 18 382.3 17 338.3 14 438.6 15
North American crude

oil marketing and

transportation.... 521.2 24 559.0 24 584.5 24 752.2 24
United States produc-

tion and explora- -

tion(2) ........... 15.1 1 15.8 1 16.3 1 18.8 1

Total ............. 1,203.7 56 1,324.1 58 1,292.1 54 1,648.1 55

CHEMICAL OPERATIONS:
Industrial chemicals
and other......... 154.7
Plastics ............... 127.4
Metal-finishing chemi-
cals, equipment
and processes.... 177.5 8 161.1 7 205.6 8 289.3 10
Agricultural chemi-
cals, fertilizers

209.5 7
249.8 8

170.3
158.4

184.1
190.2

o N
N~
oo

and related
products .......... 203.8 10 219.2 10 255.4 11 316.0 10
Total ...ccvvneene 663.4 31 709.0 31 835.3 35 1,064.6 35
COAL OPERATIONS (3) .. 262.2 13 247.2 11 255.1 11 301.1 10

TOTAL NET SALES..  $2,129.3 100%  $2,280.3 100%  $2,382.5 100%  $3,013.8 100%

1974
Amt.

$1,492.2

317.5

1,453.9

23.9
3,287.5

349.4
304.7

360.5

674.0
1,688.6

561.4
$5,537.5

%

27%

26

59

12
31

10
100%

(1) Excludes intercompany revenues from the sale of crude oil to Occidental’s international crude oil marketing and refining operations at a transfer
price which, in 1970, was approximately the average price charged to other customers and in subsequent years was a price based on prices agreed to
in current contracts with others. On the basis of such prices, sales by Occidental’s Libyan production operations to its international crude oil marketing
and refining operations aggregated approximately (amounts in millions) $156 in 1970, $148in 1971, $123in 1972, $209in 1973 and $126 in 1974.

(2) Excludes the oil and gas operations of Canadian Occidental Petroleum Ltd., 82 per cent-owned by Hooker, which are included under chemical

operations—industrial chemicals and other.
(3) Includes sales of cool lease rights in 1970. See the special note on page 88.
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Income
Year Ended December 31,
1970 1971 1972 1973 1974
Lines of Business Amt. % Amt. % Amt, % Amt. % Amt. %

(amounts in millions)
OIL AND GAS OPERATIONS:

International produc-

tion and explora-

tion (4) ........... $ 79.3 37% $ 45.7 41% $ 41.6 39% $ 43.2 20% $100.8 22%
International crude oil

marketing, refin-

ing and marine

transportation (4) 49.3 23 35.1 31 (5.7) (5 66.8 30 (3.5 (1
North American crude

oil marketing and

transportation .... 13.0 6 14.0 13 15.4 15 19.4 9 59.1 13
United States produc-

tion and explora-

tion (2) ........... 4.7 2 4.6 4 1.6 1 .7 — 1.7 _
Total ............ 146.3 68 99.4 89 ) 52.9 50 130.1 59 158.1 34
CHEMICAL OPERATIONS:
Industrial chemicals
and other......... 17.7 8 13.1 12 15.6 14 17.2 8 49.7 1
Plastics ............... 7.4 3 (4.3 (4) 10.6 10 22.1 10 33.5

Metal-finishing chemi-

cals, equipment

and processes.... 17.6 8 8.4 8 13.6 13 22.4 10 9.7 2
Agricultural chemi-

cals, fertilizers

and related
products .......... 3.5 2 3.8 3 10.5 10 24.5 n 95.7 21
Total ............ 46.2 21 21.0 19 50.3 47 86.2 39 188.6 41
COAL OPERATIONS (3) .. 29.7 14 4.4 4 8.3 8 15.8 7 131.1 28
OTHER (5) ....eevveneennn. (5.6) (3) (13.0) (12 6.1) (5) (11.7) (5) (14.7) (3)
INCOME  FROM
CONTINUING
OPERATIONS
BEFORE ITEMS
ENUMERATED
BELOW........ 216.6 100% 111.8 100% 105.4 100% 221.0 100% 463.1 100%
Gain (loss) from emer-
gency fleet position.. 5.6 (87.9) 2.7 26.0 12.1
Interest income .......... 21.6 18.5 7.1 8.2 18.8
Interest and  debt
expense .............. (53.8) (67.1) (73.6) (96.3) (97.6)
Income taxes (other than :
Libyan income taxes) (7.7) (10.7) (9.8) (14.7) (44.2)
Discontinued operations
(6)eeeveenenininnannnn, 4.7 (8.7) (5.1) (48.1) (42.0)
Extraordinary items...... —_ (19.0) (9.3) — —
Unallocated corporate
COSTS ..ovenininannnnns (8.0) (10.8) (14.5) (24.2) (29.5)
NET INCOME (LOSS) .. $169.6 $ (73.9) $ 29 $ 719 $280.7

(4) Included in the net income from international production and exploration is income recognized on sales to Occidental’s international crude oil
marketing and refining operations calculated on the basis of the transfer prices described in note (1) above.
(5) Garrett Research and Development Company, Inc., and other operations.
(6) European retail petroleum marketing operations and domestic real estate, both discontinued in 1974. See Note 3 (page 77) fo consolidated
financial statements.
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CONSOLIDATION POLICIES

ARB No. 51 states in part:

1. The purpose of consolidated statements is to
present, primarily for the benefit of the shareholders
and creditors of the parent company, the results of op-
erations and the financial position of a parent company
and its subsidiaries essentially as if the group were a
single company with one or more branches or divi-
sions. There is a presumption that consolidated state-
ments are more meaningful than separate statements
and that they are usually necessary for a fair presenta-
tion when one of the companies in the group directly or
indirectly has a controlling financial 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, Chap-
ter 12 of ARB No. 43 describe the conditions under which a
subsidiary should or might not be consolidated.

This year, as in previous years, there is no uniform proce-
dure followed by the survey companies with regard to the
amount of disclosure made about consolidation 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 noncon-
solidated subsidiaries.

Table 1-9 summarizes the consolidation policies of the
survey companies. Table 1-10 complements Table 1-9 by
showing the types of nonconsolidated and consolidated
finance-related subsidiaries. For the purpose of the
aforementioned tabulations a subsidiary is a company de-
scribed in an annual report as a subsidiary or as more than
50 per cent owned by its parent company. Notes to financial
statements discussing consolidation policies follow.

TABLE 1-9: CONSOLIDATION POLICIES

1974 1973 1972 1971
Companies Not Consolidating
Subsidiaries Listed

Below:
Finance related” ............. 108 102 100 96
Foreign .....cocovvveveninienin, 19 153 142 154
Real estate ................... 29 28 25 25
Less than wholly owned .... 25 19 24 28
Insignificant or inactive ..... 63 57 53 75
Other types of subsidiaries . 31 33 23 37

Number of Companies
Consolidating all subsidiaries 364 354 355 346
Consolidating certain

subsidiaries............... 222 234 234 241
Not presenting consolidated

financial statements ..... 14 12 n 13

Total woeeeeeeceerenne 600 600 600 600

*See Table 1-10.

TABLE 1-10: CONSOLIDATION POLICIES FOR
SUBSIDIARIES ENGAGED IN FINANCE
OPERATIONS

Consol- Not Con-
idated solidated Total
Type of Subsidiary—1974

Finance companies....................... 15 89 104
Insurance COMPANIes ..........coceeeveens 4 28 32
Leasing companies............oouevuenee, 1 20 21
Banks ....oiiiiiiiiiiiiii — 12 12
Total subsidiaries 20 149 169

1974 1973 1972 1971

Number of Companies
Consolidating all finance-

related subsidiaries...... 12 12 15 21
Excluding from consolidation

all finance-related

subsidiaries............... 108 102 100 96
Consolidating some but not

all, finance-related

subsidiaries............... 4 5 4 3
No finance-related

subsidiaries............... 476 481 481 480

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

Foreign Subsidiaries Not Consolidated

ELTRA CORPORATION (SEP)

Notes to Consolidated Financial Statements

Note 1 (in part): Summary of Significant Accounting
Policies:

Principles of consolidation—The consolidated financial
statements include the accounts of the Corporation and all
controlled subsidiaries, except those engaged in equipment
leasing which are carried on the equity method and certain
foreign subsidiaries, as described in the following paragraph.
All significant intercompany transactions have been elimi-
nated.

Investments in certain foreign subsidiaries are shown at
historical cost. These companies are located for the most
part in countries where restrictions are imposed upon transfer
of earnings or where currency uncertainties presently exist.
In certain instances, declaration of dividends requires ap-
proval of other stockholders. Investments in less than
majority-owned domestic real estate companies are carried
at approximate equity.

The Corporation amortizes differences between invest-
ment cost and equity in net assets of companies acquired by
purchase over the estimated useful lives of related producing
facilities which have averaged 15 years. At September 30,
1974, the previously accumulated amount (net credit) had
been substantially amortized.

Note 2: Investments in Foreign Subsidiaries Not
Consolidated—Based on unaudited financial statements of
recent dates the net assets of foreign subsidiary companies
applicable to the Corporation’s interests exceeded cost of
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investments as of September 20, 1974 and 1973 by approx-
imately $7,913,000 and $7,672,000, respectively. The
change resuilted from combined earnings from operations for
the year of $1,058,000 and dividends of $817,000 remitted to
the parent company; in 1973 earnings from operations were
$716,000 and dividends paid $456,000.

HARNISCHFEGER CORPORATION (OCT)
Financial Notes

Note 1 (in part): Summary of Accounting Policies:
Consolidation—The consolidated financial statements in-
clude the accounts of all majority-owned subsidiaries except
a wholly-owned domestic finance subsidiary, which is carried
on the equity method of accounting, and a wholly-owned
Brazilian subsidiary, which is carried at cost, because its
earnings are subject to material financial risks. Investments
of less than 20% ownership are_carried at cost or assigned
value. Intercompany transactions have been eliminated in
the consolidated financial statements.

The accounts of consolidated foreign companies are trans-
lated at current rates of exchange for current assets and
liabilities, historical rates of exchange for non-current items,
and average monthly rates of exchange for income and ex-
pense. Resulting translation gains or losses are credited or
charged to income on a current basis.

ST. JOE MINERALS CORPORATION (DEC)

Notes to Financial Statements

Note 1 (in part): Summary of Significant Accounting
Policies: Principles of Consolidation—The consolidated fi-
nancial statements include the accounts of the Corporation
and all subsidiaries except those operating in South America
(see Note 3). All significant intercompany transactions and
balances are eliminated.

Note 3: Unconsolidated Subsidiaries—The Corporation’s
subsidiaries operating in Argentina (Compania Minera Agui-
lar, S.A.) and Peru (Compania Minerales Santander, Inc.) are
essentially wholly-owned and are excluded from the consoli-
dated financial statements primarily because of unsettled
economic conditions and currency exchange restrictions. Div-
idends in 1973 were received entirely from Aguilar.

NATIONAL CAN CORPORATION (DEC)

Notes to Financial Statements

Note A (in part): Statement of Accounting Policies: Princi-
ples of Consolidation: The consolidated financial statements
include the accounts of the Corporation and all subsidiaries
engaged in domestic operations. The investments in sub-
sidiaries engaged in international operations are carried at
cost plus equity in earnings (loss) since acquisition.

Note E: International Operations—International operations
include subsidiaries in England, Italy, Greece, Cyprus and
Puerto Rico, and a joint venture in Japan. The combined
condensed balance sheets of National Can Overseas Corpo-
ration and its subsidiaries at November 30, and National Can
Puerto Rico at December 31, are summarized below:

1974 1973
(As restated-
Note D)
Assefs:

Current assets .................... $37,615,690 $17,229,498
Other tangible assets............. 20,238,914 14,387,244

Intangible assets and deferred
charges......c...cceeenininiil 6,885,844 6,817,358

$64,740,448  $38,434,100

Liabilities and equity:
Current liabilities:

Due National Can Corp. ....... $ 3,836,309 $ 496,641
Due others ..................... 29,339,865 17,298,170
5%% bonds due 1987:

Due National Can Corp. ....... 5,368,000 5,368,000
Due others ..........cceeene... 1,632,000 1,632,000
Other long-term debt............. 14,056,064 6,666,716

Deferred income taxes and other
liabilities...................... 1,418,894 114,000
Due National Can Corp. .......... 5,755,592 3,739,054
Minority interest.................. 2,462,618 2,056,090
Capital stock .........cccevvenen.n, 3,000,000 3,000,000
Accumulated deficit............... (2,128,894) (1,936,571)
$64,740,448  $38,434,100

Combined condensed operating results are as follows:

1974 1973

(As restated-
Note D)

Net sales .......ccveviiiiiniinennnnn. $45,608,518  $27,957,553
Earnings (loss) before interest to the
Corporation, income taxes and
minority inferest.................
Earnings (loss) before income taxes
and minority interest............
Earnings (loss) before minority

interest ...cooviiiiiiiniiiennne $
Net (10SS) evvinevnriiiniiniininnne. (%

$ 2,467,214 ($ 609,259)
$ 1,573,190 ($ 1,127,487)

701,031 (%
192,323) (%

491,699)
586,796)

The financial statements for 1973 have been restated to
give effect to the change in accounting for research and de-
velopment costs as described in Note D. This change re-
duced earnings by $750,676 in 1974 and increased the loss
by $140,284 in 1973.

Interest charged by the Corporation amounted to $894,024
and $518,228, in 1974 and 1973, respectively.

Intangible assets include $5,713,243 of excess purchase
price over net assets acquired; management believes there
has been no diminution in value, and accordingly such
amounts are not being amortized at the present time.

Included in other long-term debt are notes payable in the
amount of $4,680,000 guaranteed by National Can Corpora-
tion.

The 53%% bonds of National Can Overseas Corporation
are guaranteed by the Corporation and are convertible into
common stock of the Corporation at $19.25 per share. At
December 31, 1974, the Corporation owned $5,368,000 of
these bonds which were received upon conversion into
common stock.
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The Corporation has guaranteed payment by National Can
Puerto Rico of the five-year sinking fund for the retirement of
preferred stock and payment of dividends thereon. At De-
cember 31, 1974, $800,000 of preferred stock was outstand-
ing. Also, up to $3,500,000 of amounts due the Corporation
have been subordinated to a bank loan. Under the terms of
the acquisition agreement for the Puerto Rican operation,
additional paymenfs of stock and cash are contingent on the
earnings of the acquired company through 1976; no addi-
tional payments will be made as a result of current opera-
tions.

SEABOARD ALLIED MILLING CORPORATION
(MAY)

Notes to Consolidated Financial Statements

Note 1 (in part): Summary of Significant Accounting
Policies: Principles of Consolidation and Investment in
Affiliates—The Consolidated financial statements include the
accounts of the Company, its wholly-owned domestic sub-
sidiary, its wholly-owned Western Hemisphere Corporation,
and Seaboard Overseas Limited, a wholly-owned Bahamian
corporation. All intercompany transactions have been elimi-
nated. The excess of the Company’s equity in the net assets
of these subsidiaries over the investments at cost, amounting
to $5,585,270 at June 1, 1974, represents the subsidiaries’
undistributed eamings since date of acquisition. Since the
majority owned foreign subsidiaries are operating in relatively
less developed countries, such subsidiaries have not been
consolidated and the investments therein have been carried
at the lower of cost or the Company’s equity in the sub-
sidiaries’ net assets.

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.

All Subsidiaries Consolidated

AMERICAN HOME PRODUCTS CORPORATION
(DEC)

Notes to Consolidated Financial Statements B

Note 1 (in part): Summary of Significant Accounting
Policies: Principles of consolidation: The accompanying
consolidated financial statements include the accounts of the
Company and its subsidiaries. All significant intercompany
transactions and accounts have been eliminated in consoli-
dation. The consolidated financial statements for 1974 in-
clude the accounts of Corometrics Medical Systems, Inc.
which was acquired in December 1974 in a pooling-of-
interests transaction. The consolidated financial statements
for 1973 have not been restated since the effect of this ac-
quisition thereon would not be significant.

Note 2:. Foreign Operations: The financial statements in-
clude foreign net assets at December 31, 1974 and foreign
net income for the year then ended as shown below. Com-
parable foreign net income for the year ended December 31,
1973 was $60,774,000.

Net Assets Net Income
Locations
Canada .....ooviiiiiieeeienes $ 44,484,000 $13,530,000
England, India, Western Europe . 75,634,000 31,756,000
Latin America .........cevuvnenne. 50,597,000 12,882,000
Australia, New Zealond, South

Africa, Far East.............. 26,412,000 7,088,000
197,127,000 65,256,000

Provision for foreign losses...... 9,500,000

$187,627,000 $ 65,256,000

CENTRAL SOYA COMPANY, INC. (AUG)

Statement of Accounting Policies

Consolidation and foreign currency translation—All
domestic and foreign subsidiaries are consolidated after
eliminating material intercompany accounts and transac-
tions. Accounts of subsidiaries which are maintained in
foreign currencies have been translated to U.S. dollars at
rates of exchange in effect at the balance sheet dates as to
current assets, current liabilities and, beginning in 1974,
long-term debt and at historical exchange rates as to the
remaining accounts. Statements of earnings have been
translated at the approximate average rate of exchange in
effect during the period covered, except for depreciation
which is translated at historical rates. Unrealized translation
gains and losses ($930,000 gain in 1974 and $717,000 loss
in 1973) are reflected in earnings.

Notes to Consolidated Financial Statements

Foreign operations and related matter—The consolidated
financial statements include the accounts of subsidiaries
operating outside the continental United States (principally in
Europe and, to a lesser extent, Central and South America).
Excluding those subsidiaries which are principally export
sales corporations, the total assets and net assets of these
subsidiaries at August 31, 1974 were $88,084,000
($88,790,000 in 1973) and $28,169,000 ($16,403,000 in
1973), respectively; the related sales and net loss for the year
ended August 31, 1974 was $225,675,000 and $862,000,
respectively, and for the year ended August 31, 1973, sales
were $181,050,000 and net earnings were $3,074,000.

The purchase price of the 1972 acquisition of certain
foreign subsidiaries, which was subject to adjustment under
various circumstances, was finalized during 1974. The effect
of this adjustment was to reduce the following items by the
indicated amounts: property, plant and equipment
—8$422,000; other non-current assets—$2,591,000; long-
term debt—$2,255,000 and current liabilities—$758,000.
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GENERAL FOODS CORPORATION (MAR)

Notes to Consolidated Financial Statements

Note 1 (in part): Significant Accounting Policies:

Principles of Consolidation—The consolidated financial
statements include the statements of General Foods Corpo-
ration and its subsidiaries. Investments in common stock rep-
resenting an ownership interest of 20% or more (not signific-
ant in amount) are included in such statements on the equity
method of accounting.

Note 2: Operations Outside the U.S.—The net assets of
operations outside the U.S. included in the consolidated
statements are:

1974 1973

Working Capital...................... $ 82,868,000 $ 71,609,000

Land, Buildings, Equipment ......... 165,092,000 171,480,000

Other Assets (principally goodwill). 55,540,000 49,961,000

303,500,000 293,050,000

Less Non-Current Liabilities......... 56,464,000 47,181,000

Net Assets........ccocvevenininnnnnn. $247,036,000 $245,869,000
Net Assets by Geographic Area

Overseas

Europe .....ooeviiiiiiinnn, $110,844,000 $114,830,000

Latin America.................. 26,741,000 21,844,000

Far East & Other............... 29,366,000 36,705,000

Canada ......oooeviniiiiin, 80,085,000 72,490,000

Total .oooeeiiiiiiiinn, $247,036,000 $245,869,000

Net sales and earnings attributable to operations outside
the U.S. included in the consolidated statements are:

1974 1973
Net Sales

Overseas ............ccceeuvvenen. $533,845,000 $458,000,000
Canada ....oooeviiniiiiiine, 243,358,000 208,078,000
Total wovvieiniiiiien, $777,203,000 $666,078,000

Net Earnings
OVerseas ..........oceevvininnnn. $ 18,874,000 $ 7,896,000
Canada ....ovvveieiiin 11,042,000 10,526,000
Total ..ooeiiiiiiiiiiinnn, $ 29,916,000 $ 18,422,000

J. RAY MC DERMOTT & CO.,, INC. (MAR)

Notes to Consolidated Financial Statements

Note A (in part): Summary of Significant Accounting
Policies—The consolidated financial statements include the
accounts of the Company and all subsidiaries. All significant
intercompany sales, profits and other intercompany accounts
have been eliminated.

Note L: Insurance Subsidiaries—During the current fiscal
year, the Company formed two wholly owned insurance sub-
sidiaries. To date, said subsidiaries have written policies
covering workmen’s compensation, general liability and
builders’ risk up to certain limits for the Company and its
subsidiaries. The financial position and results of operations
of the insurance companies are included in the consolidated
‘financial statements. No insurance has been written for unre-
lated parties to date.

UNITED MERCHANTS AND MANUFACTURERS,
INC. (JUN)

Notes to Consolidated Financial Statements
Summary of Significant Accounting Policies:

Principles of Consolidation—The consolidated financial
statements include the accounts of United Merchants and
Manufacturers, Inc. and its subsidaries, each wholly-owned.
Investments in foreign companies which are less than 51%
owned (“corporate joint ventures”) are carried at cost plus
equity in undistributed eamings since acquisition. Intercom-
pany items and transactions have been eliminated in con-
solidation.

Note C: International Operations—Net assets applicable to
foreign subsidiaries are summarized as follows:

1974 1973
Net Current Assets .................. $ 57,259,000 $ 46,079,000
Property, Plant and Equipment, less
accumulated depreciation and
amortization...................... 52,992,000 53,460,000
Deferred Charges and Other Non-
current ftems—net .............. 5,954,000 3,240,000
116,205,000 102,779,000
Long Term Debt, less current
installments ...................... 22,351,000 27,033,000
Net Assets.........ocooveeniiinnnninn. $ 93,854,000 $ 75,746,000

Investments in corporate joint ventures included in Other
Assets aggregate $8,631,000 (1974) and $6,967,000 (1973).

Net income applicable to foreign subsidiaries and corpo-
rate joint ventures included in consolidated net income
amounted to $15,289,000 (1974) and $3,668,000 (1973)
after deducting Federal and foreign income taxes attributable
thereto of $10,191,000 (1974) and $2,294,000 (1973). Such
net income includes net gains (exchange adjustments) of
$76,000 (1974) and $738,000 (1973) attributable to fluctua-
tions in foreign rates of exchange.

Investments in foreign countries are subject to exchange
regulations. In addition, as at June 30, 1974 (1) certain Ven-
ezuelan subsidiaries were required to maintain in Venezuela
an aggregate of approximately $19,700,000 consisting of
paid-in capital, capital reserves, retained earnings and
foreign credits (including debt to foreign parent or affiliated
companies), until indebtedness to banks in Venezuela is li-
quidated and (2) regulations in certain foreign countries re-
strict, under certain circumstances, the transfer of funds from
such countries and require the maintenance of statutory and
working capital reserves aggregating approximately
$7,000,000.

USM CORPORATION (FEB)

Financial Review

Principles of Consolidation—The Consolidated Financial
Statements include all majority-controlled subsidiaries. All in-
ternational subsidiaries have fiscal years ending December
31, primarily for the purpose of timely transmission of data for
consolidated statements. Appropriate adjustments have
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been made for distributions and, where possible, for inter-
company transactions between December 31 and February
28, USM's fiscal year end, but no allowance has been made
for earnings or losses of the subsidiaries occurring between
these dates.

International Operations (in part)—The assets and
liabilities of conselidated international subsidiaries are trans-
lated into U. S. dollars at exchange rates prevailing at the end
of their fiscal year with the exception of property, plant and
equipment, machinery leased to customers, intangible as-
sets, related depreciation and amortization, and certain de-
ferred charges which are translated at rates of exchange
prevailing at dates of acquisition. Due to the significant
realignment of international exchange rates in February
1973, assets and liabilities of international subsidiaries at
December 31, 1972 were translated into U. S. dollars at ex-
change rates prevailing at February 28, 1973 with the excep-
tions noted above. Income and expense accounts, except for
depreciation and amortization, are translated into U. S. dol-
lars at various rates of exchange prevailing during the year.

Operations of a multinational corporation such as USM
necessarily are sensitive to the fluctuation of international
currency exchange rates. While results may be translated
into U. S. dollars in a consistent and generally accepted
manner, significant differences in exchange rates distort
year-to-year comparisons. To make this important compari-
son more meaningful, we present below last year’s interna-
tional earnings on a pro forma basis after translating prior
year’s results at this year’s rates. This presentation removes
the effects of differences in the relative values of currencies
due to volatility of the money market (in thousands of dollars):

1973
1974 Pro forma As Reported
Revenues ........ $338,332 $287,495 $264,770
Net Earnings...... 16,895 13,295 11,227

Revenues from international operations in fiscal 1974 were
up $50,837,000, or 18%, from last year on a pro forma basis.
Earnings from international operations this year were ahead
$3,600,000, or 27% over the prior year, also on a pro forma
basis. At the same time, the effective international tax rate
declined primarily as a result of reduced provisions for with-
holding and U.S. taxes on unremitted earnings from interna-
tional subsidiaries, particularly those in the United Kingdom
where corporate income tax laws have changed. )

In fiscal 1974, USM received $4,575,000 in net intema-
tional dividends, whereas in fiscal 1973 such dividends
amounted to $15,862,000 which was above normal because
USM had postponed repatriation of a significant amount of
international earnings during fiscal 1971 and 1972 to avoid
certain tax disadvantages.

international net assets were $131,997,000, an increase of
$5,456,000, or 4% over last year on a pro forma basis as
indicated in the following table (in thousands of dollars):

1973
1974  Pro forma As Reported
Working capital .............. $ 89,129 $ 83,805 $ 84,053
Fixed & other assets ........ 124,979 115,939 115,976
Long-term liabilities ......... (82,111) (73,203) (74,991)
Netassets....................  $131,997 $126,541 $125,038

All Significant Subsidiaries Consolidated

THE ANSUL COMPANY (DEC)

Summary of Accounting Policies

Principles of Consolidation—The consolidated financial
statements in this report include The Ansul Company and all
of its significant subsidiaries. Such significant subsidiaries
are wholly owned except for Lane Limited (our Australian
subsidiary) of which we own 73%. The financial statements of
Lane Limited and Ansul (Far East) Sdn. Berhad (located in
Malaysia) are included in the consolidated financial state-
ments based upon their fiscal years ended on November
30th. Some of our subsidiaries, located outside of the United
States, are not consolidated because of requirements in cer-
tain countries in which these corporations operate that they
eventually become 50% owned by local citizens. Investments
in these companies are reflected in the consolidated financial
statements at equity in their net assets. Our investment in
other affiliated companies is carried at equity in the applica-
ble company’s net assets.

Goodwill assigned to companies we acquired in 1974 is
being amortized over a 30 year period. All other goodwill
which relates to companies acquired prior to 1970 is not
being amortized because its life is indeterminable.

Notes to Consolidated Financial Statements

Note 3: Subsidiaries Qutside of the United States—Con-
solidated subsidiaries outside the United States and Canada
are principally located in Western Europe and Australia. At
December 31, 1974, our consolidated balance sheet in-
cluded net assets of $11,374,000 attributable to these com-
panies. Consolidated sales and net earnings include sales of
$53,855,000 and $40,241,000 and net earnings of
$1,799,000 and $1,517,000 in 1974 and 1973, respectively,
for these companies.

EX-CELL-O CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 1 (in part): Significant Accounting Policies:

Principles of Consolidation—Consolidated financial
statements include the accounts of Ex-Cell-O Corporation, all
domestic subsidiaries and subsidiaries in Canada, England
and West Germany with all significant inter-company bal-
ances and transactions eliminated. Investments in foreign
subsidiaries operating in India and ltaly, which subsidiaries
are not material, together with investments in companies less
than 50% owned, are recorded on the equity method.

PENNWALT CORPORATION (DEC)

Pennwalt Accounting Policies

Principles of Consolidation and Translation—All significant
wholly-owned domestic and foreign subsidiaries are consoli-
dated. All intercompany transactions are eliminated in con-
solidation. Investments in nonconsolidated subsidiaries and
affiliates are recorded at cost plus equity in net earnings
since acquisition. Consolidated income includes the
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Company’s share of the net earnings of these companies.
Deferred income taxes are not provided on unremitted earn-
ings of subsidiaries and joint ventures since such eamings
are considered to be indefinitely reinvested.

Foreign monetary accounts (cash, receivables, and
liabilities) are translated at rates of exchange in effect at De-
cember 31. Other foreign assets are nonmonetary and are
translated at the rates of exchange in effect when acquired.
Exchange adjustments are charged or credited to income
currently. Revenue and expense accounts for each month
are translated at the average rate of exchange in effect dur-
ing the month, except for depreciation and amortization, and
inventory charged to cost of goods sold which are translated
at historical rates.

Notes to Consolidated Financial Statements

Principles of Consolidation, Etc.—The consolidated finan-
cial statements include all significant wholly-owned sub-
sidiaries. The equity of the Company and its consolidated
subsidiaries in the net assets of nonconsolidated subsidiaries
and joint ventures approximated the carrying value of these
investments at December 31, 1974 and 1973. The excess of
the Company’s cost over the net assets of businesses ac-
quired since November 1, 1970, is being amortized over
periods up to forty years. Such amortization amounted to
$111,000 in 1974 and $103,000 in 1973.

The Company had international sales of $187,895,000 and
$140,700,000 in 1974 and 1973, including $33,700,000 and
$25,700,000 attributable to nonconsolidated subsidiaries.
Foreign currency exchange adjustment gains of $64,000 in
1974 and $20,000 in 1973 have been reflected in income.

In April, 1974, the Company acquired the remaining (64%)
interest in Ozark-Mahoning Company in exchange for
764,122 shares of Pennwalt's common stock. The Company
had purchased 36% of Ozark-Mahoning for cash in 1972,
and its investment was recorded at cost plus equity in
Ozark’s net earnings since acquisition. Consolidated sales,
net earnings and eamnings per share for 1974 were increased
by $15,937,000, $1,626,000 and $.02, respectively, due to
including .Ozark-Mahoning in the consolidated financial
statements since April 1, 1974, the date of acquisition of the
remaining 64% interest, in accordance with the principles of
purchase accounting. Had the 64% of Ozark been acquired
as of January 1, 1973, rather than April 1, 1974, consolidated
sales would have increased by $19,413,000 in 1973 and
$4,235,000 in 1974 with an insignificant effect on eamings
per share in each year.

Less Than Wholly Owned Subsidiaries
Not Consolidated

ALUMINUM COMPANY OF AMERICA (DEC)

Summary of Significant Accounting Policies

Principles of consolidation—The consolidated financial
statements include the accounts of Alcoa and its wholly
owned subsidiaries, except for real estate developments. In-
vestments in subsidiaries less than wholly owned and com-
panies 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 elimi-
nated.

Notes to Financial Statements

Note B: Consolidated subsidiaries—The consolidated
balance sheet includes net assets of wholly owned foreign
subsidiaries and subsidiaries which are Western Hemisphere
trade corporations (principally located in islands of the Carib-
bean and in South America), expressed in U.S. currency, as
follows:

December 31 1974 1973
(000)

Current assets ........c.coeveueninen. $201,208 $171,452

Current liabilities .................... 68,879 33,768

Working capital ................... 132,329 137,684

Investments ..............ooiiil 87,932 84,196
Properties, plants and equipment,

NEY oo 296,688 299,328

Other assets and deferred charges 36,983 26,709

: 421,603 410,233

Other liabilities..............coee.... 18,173 17,512

403,430 392,721

$535,759 $530,405

Revenue from customers of these subsidiaries for 1974
and 1973 was $392,520 and $289,259, respectively.

The portion represented by products manufactured by
Alcoa in the U.S. was 45 percent for 1974 and 46 percent for
1973. The percentage of income before taxes on income
from such revenues was greater than that realized on con-
solidated revenues.

W. T. GRANT COMPANY (JAN)

Notes to Financial Statements
Summary of Significant Accounting Policies:

Basis of Consolidation—The financial statements include
the accounts of the Company and its wholly-owned sub-
sidiaries. The Company carries its investments in Zeller's
Limited (a 50.1% owned Canadian subsidiary) and Granjewel
Jewelers and Distributors, Inc. (51% owned) at cost plus
equity in net earnings (loss) since acquisition. Zeller's Limited
has consistently followed the policy of distributing approxi-
mately 40%-50% of current net earnings and permanently
reinvesting the remainder. Accordingly, no U.S. deferred in-
come taxes nor Canadian withholding taxes have been pro-
vided on such undistributed net earnings. No deterred in-
come taxes have been provided on the equity in net earnings
(loss) of Granjewel, as it was intended that its earnings be
reinvested in the business. In the event of disposition of
Zeller's no tax payment would currently be required on the
difference between cost and carrying amount due to avail-
able tax loss carryforward and other tax credits.

Note: 2 Investments in Unconsolidated Subsidiaries—In-
vestments in unconsolidated subsidiaries are carried at cost
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plus equity in net earnings (loss) since acquisition. There is
no significant difference between the underlying net equity
and such carrying amounts.

Details of the investment accounts
are as follows: January 30, January 31,
1975 1974
($ in thousands)
Common stock of Zeller’s Limited
(cost $8,893,326)............... $32,670 $30,239
Common stock of Granjewel Jewel-
ers & Distributors, Inc. (cost
$3,576,240 ond $2,040,000
respectively) ......... e 1,797 2,361
5%% Convertible Subordinated De-
bentures of Zeller’s Limited

($6,060,000 Cdn.).............. 5,951 5,951

Convertible Notes of Granjewel
Jewelers & Distributors, Inc. .. 9,346 5,700
$49,764 $44,251

The Convertible Notes of Granjewel bear interest at 125%
of the minimum commercial lending rate of the Morgan
Guaranty Trust Company of New York.

The equity in net earnings (loss) of each subsidiary is
shown below:

52 weeks ended Year ended
January 30, January 31,
1975 1974
($ in thousands)
Zeller's Limited ...............ceeees $5,186 $4,372
Granjewel Jewelers & Distributors,
INC. ceii (2,100) 279
$3,086 $4,651

Equity in net earnings of Zeller's Limited includes dividends
received of $2,755,490 and $2,080,782 for the 52 weeks
ended January 30, 1975 and the year ended January 31,
1974, respectively, less applicable Federal income taxes of
$999,000, in the year ended January 31, 1974, as a result of
the inability of the Company to utilize available foreign tax
credits due to a net operating loss incurred for Federal in-
come tax purposes.

The following summarizes financial information for the
years ended January 31, 1975 and January 31, 1974, for
these unconsolidated subsidiaries:

Zeller’s Limited Granjewel Jewelers
(Canadian $-U.S. $) & Distributors, Inc.
($ in thousands)

1975 1974 1975 1974
Assets ..........oeenn. $163,698 $138,671 $27,000 $30,300
Liabilities ......:...... 96,145 76,680 23,600 25,700
Capital ....coeenennne 67,553 61,991 3,400 4,600
Sales....c.ocevvvnennns $339,922 $287,017 $46,100 $30,800
Net earnings (loss) .. 10,602 10,305 (4,200) 550

Because of the net loss incurred by Granjewel and difficul-
ties in obtaining adequate financing sufficient for continued
business operations and compliance with terms of loan
agreements, it is not presently determinable as to whether
such subsidiary will be able to continue as a going concern.

JOY MANUFACTURING COMPANY (SEP)

Accounting Policies

Principles of Consolidation—The consolidated financial
statements generally include the accounts of the Company
and all wholly owned subsidiaries. Investments in less than
wholly owned subsidiaries are carried at equity in net assets.
Intercompany transactions are eliminated in consolidation.

Finance-Related Subsidiaries Not
Consolidated

BEATRICE FOODS CO. (FEB)

Summary of Significant Accounting Policies

Principles of Consolidation—The consolidated financial
statements include all majority owned subsidiaries except
Southwestern investment Company and its subsidiaries
which are carried on the equity method (see note 9). Sub-
sidiaries operating outside the United States are included on
the basis of fiscal years ending generally on December 31.
Current assets and current liabilities of such subsidiaries are
translated at rates of exchange in effect at December 31,
while long term assets and liabilities are translated at the
rates in effect at the dates such assets and liabilities were
acquired or incurred. Revenue and expense accounts are
translated at the average exchange rates in effect during the
year except for depreciation which is translated at historical
rates. Effective with the devaluation of the U.S. dollar in Feb-
ruary, 1973, the Company adopted the policy of deferring any
net unrealized translation gains until the international cur-
rency situation stabilizes. In prior years the Company re-
flected all exchange adjustments in current earnings.

Notes to Consolidated Financial Statements

Note 1: International Operations—The following is a sum-
mary of certain financial information relating to the
Company’s operations outside the United States:

1974 1973

(in thousands)
Current QSSES ...oovveverivinninnnnns $189,287 $133,212
Plant and equipment (net) .......... 107,717 87,462
Investments in joint ventures....... 5,728 5,146
Intangibles and other assets........ 27,961 20,717
330,693 246,537

Less:

Current liabilities ................. 122,319 80,120
Other liabilities.................... 31,871 20,047
Minority interests................. 19,244 15,751
173,434 115,918
Company’s equity in net assets .... $157,259 $130,619
Company’s equity in net earnings.. $ 29,463 $ 19,513

Translation adjustments arising in the current and prior
years were immaterial.
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THE BUDD COMPANY (DEC)

Notes to Consolidated Financial Statements

Note 1 (in part): Summary of Significant Accounting
Policies:

Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and its
domestic and Canadian subsidiaries, except for Budd Finan-
cial Corporation and The Budd International Corporation
which are accounted for by the equity method.

Current assets and current liabilities of foreign affiliates are
translated into United States Dollars at the rates of exchange
in effect at year end. Long-term assets and long-term
liabilities are translated at historical rates. Revenue and ex-
pense accounts are translated at the weighted average of
exchange rates which were in effect during the year, except
for depreciation which is translated at the rates of exchange
in effect when the respective assets were acquired. Transla-
tion gains and losses are included in consolidated net earn-
ings.

Note 4 (in part): Foreign Operations: The Budd Automotive
Company of Canada Limited

The consolidated financial statements include the consoli-
dated accounts of The Budd Automotive Company of
Canada Limited (81% owned) and subsidiary. Certain com-
parative financial data of the Canadian subsidiary is as fol-
lows:

1974 1973
Canadian Dollars

(in thousands)

Net sales .........covvevivininnnil. $119,076 134,662
Net earnings .............c.ceevenenes 4,881 8,448
Net current assets................... 28,001 23,347
Total assets ............cccevvenennnn. 97,285 87,813
Net equity .....ooveviiineciininini, 36,745 33,296

The Canadian subsidary’s long-term debt, translated at
rates of exchange in effect when the debt was incurred,
amounts to $29,775,000 which would be increased to
$30,618,000 using rates of exchange in effect at December
31, 1974,

CONTINENTAL CAN COMPANY, INC. (DEC)

Notes to Financial Statements

Statement of Accounting Policies (in part)—The financial
statements include the accounts of all subsidiaries except a
wholly owned leasing subsidiary whose financial operations
are dissimilar to manufacturing operations of the consoli-
dated group. The leasing subsidiary is accounted for by the
equity method. Accounts of foreign subsidiaries have been
translated to U.S. dollars as follows: working capital and pre-
paid items and other assets at year end exchange rates;
property, plant and equipment, related depreciation, and
other non-current assets and liabilities at rates prevailing at
dates of acquisition-or origin; income and expenses (other
than depreciation) at rates prevailing during the year. Un-
realized gains on translations of foreign currencies to U.S.
dollars are deferred.

HONEYWELL INC. (DEC)

Summary of Significant Accounting Policies

Consolidation—The financial statements and accompany-
ing data in this report include a consolidation of Honeywell
Inc. and subsidiaries except finance and real estate affiliates
whose financial operations are dissimilar to manufacturing
operations of the consolidated group. All consolidated sub-
sidiaries 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 transac-
tions between the consolidated companies are eliminated.

Honeywell’'s investments in nonconsolidated subsidiaries
and companies owned 50% or less are adjusted to reflect its
equity in accumulated undistributed net income.

In the Summary of Income, the income before taxes of
nonconsolidated finance companies, which is derived sub-
stantially from Honeywell, is applied as a reduction of interest
expense and the related income taxes are included in the
taxes on income.

INLAND STEEL COMPANY (DEC)

Statement of Accounting and Financial Policies

Basis of Preparation of Financial Statements—Majority-
owned subsidiaries of the Company are included in the con-
solidated statements, except Inland Steel Finance Company
(see Note 4), which, together with the Company’s invest-
ments in 20 per cent or more but less than majority-owned
companies and raw material ventures and partnerships, are
accounted for under the equity method. The excess of cost of
such investments over the underlying net assets is being
amortized over the periods of the estimated useful lives of the
related assets, not exceeding forty years.

Housing and Commercial Development and Construction
Income—Subsidiaries of the Company are engaged in the
development and construction of residential and commercial
properties. Income associated with development activities is
deferred until the collectability of the sales price is reasonably
assured and the earnings process is complete. Income as-
sociated with construction activities under contract is recog-
nized under the percentage of completion method.

The financial position of the Company’'s housing sub-
sidiaries, included in the consolidated statements, is sepa-
rately presented in the notes to the financial statements.

Notes to Consolidated Financial Statements

Note 3: Housing Subsidiaries—The Company’s housing
subsidiaries have a business cycle extending beyond one
year and real estate projects are financed through methods
unique to real estate ventures.

In 1974 the housing subsidiaries recorded a net loss of
$9,936,000. Included in this is the estimated net loss of
$2,843,000 expected from the discontinuance of the modular
housing operations.
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Below is a summary of financial position at December 31,
1974 and 1973 for the housing subsidiaries.

Housing Subsidiaries 1974 1973
(dollars in thousands)

Current assets:

Cash and marketable securities .... $ 3,209 $ 1,090
Construction loans and other

receivables ................ceeuens 15,034 15,526
Inventories ..............oeeeiiinln 10,232 9,073
Housing and commercial projects .. 43,699 33,800

Total coeeeiiiiiieieeea, $ 72,174 $ 59,489
Less—Current liabilities:
Accounts payable and other current

liabilities.........ccocoeenieienie. $ 7,064 $ 8,606
Notes payable (1974 includes

$5,837,000 payable to Inland

Steel Finance Company)......... 8,023 3,692

Total v $ 15,087 $ 12,298
Working capital ...................... $ 57,087 $ 47,191
Land held for future development .. 23,451 17,873
Investments, plant and equipment

and other assets................. 36,864 34,979

Total coovieniiiiiiii, $117,402 $100,043
Less—Long-term debt............... $ 4,374 $ 3,858
Parent company equity.............. $113,028 $ 96,185
Represented by:
Advances from parent company.... $ 90,293 $ 63,854
Capital stock and reinvested

COMINGS «.oveniniennieeeennaannnns 22,735 32,331

Total covveeiveieiieiiecieene, $113,028 $ 96,185

Interest in Jointly Owned Facilities
Consolidated

ALBERTSON'S, INC. (JAN)

Summary of Significant Accounting Policies

Consolidation—The consolidated financial statements in-
clude the results of operations, account balances, and
changes in financial position for the Company, its wholly-
owned subsidiaries and its 50% interest in the accounts of
Skaggs-Albertson’s, a partnership. All material intercompany
transactions and balances have been eliminated.

Notes to Consolidated Financial Statements

Skaggs-Albertson’s Partnership—The Company’s 50% in-
terest in the assets, liabilities, income and expense of
Skaggs-Albertson’s, a partnership, included in the consoli-
dated financial statements are for years ended January 2,
1975 and January 3, 1974, adjusted by advances subse-
quent to the balance sheet dates. During 1974 and 1973, the
partnership contributed approximately 13% and 11% of

Albertson’s consolidated sales, and approximately 17% and
15% of Albertson’s consolidated earnings before taxes on
income.

The operating results of the partnership included in the
consolidated earnings statement are as follows:

Albertson’s 50% Share

52 Weeks Ended 52 Weeks Ended
February 1, February 2,

1975 1974
Sales and other revenue............. $141,411,161  $92,687,152
Costof sales..........cceveenviinnnns 111,363,074 72,711,187
Operating and administrative
EXPENSES «eovennrirennearennaaians 26,167,622 17,282,669
137,530,696 89,993,856

Earnings before taxes on income... $ 3,880,465 $ 2,693,296

The assets and liabilities of the partnership and a 50%
owned real estate development company included in the
consolidated balance sheet are as follows:

Albertson’s 50% Share

February 1, February 2,
1975 1974*
Assets: -

Current assets .........ccceeenens $ 22,362,167 $16,589,409

Other assets...........c.cveuenenin 12,455 1,480
Land, buildings and equipment

(110 ) PPN 10,333,593 6,446,000

Deferred costs .........c.......... 889,727 720,811

$ 33,597,942 $23,757,700

Liabilities and Owner’s Equity:

Current liabilities ................. $ 11,239,584 $ 8,007,590

Long-term debt.................... 124,247 248,489
Owner’s equity.................... 22,234,111 15,501,621
$ 33,597,942 $23,757,700

*Restated to include 50% owned real estate development company.

Comparative unaudited quarterly amounts for the 50%
share of Skaggs-Albertson’s partnership are as follows:

Net Sales Net Earnings Earnings

(in thousands) (in thousands) Per Share
Quarter 1974 1973 1974 1973 1974 1973
First ...... $29,126 $18,327 $530 $272 $.08 $.04
Second ... 33,550 20,344 556 341 .09 .05
Third ..... 34,623 22,616 554 245 .09 .04
Fourth .... 43,679 31,000 400 557 .06 .09
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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 acceptable in
accounting for business combinations, although not as
alternatives in accounting for the same business com-
bination. A business combination which meets
specified conditions requires accounting 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 combin-
ing companies are combined at their recorded
amounts. All other business combinations should be
accounted for as an acquisition of one or more com-
panies by a corporation. The cost to an acquiring cor-
poration of an entire acquired company should be de-
termined by the principles of accounting for the acquisi-
tion of an asset. That cost should then be allocated to
the identifiable individual assets acquired and liabilities
assumed based on their fair values; the unallocated
costs should be recorded as goodwill.

Paragraphs 50 to 65 and 66 to 96 of Opinion No. 16 describe
the manner of reporting and disclosures required for a pool-
ing of interests and a purchase, respectively.

Table 1-11 shows that a relatively large number of the
survey companies disclosing a pooling of interests did not
restate their prior year’s financial statements. Those com-
panies not restating prior year's financial statements for a
pooling of interests commented usually that the reason for
not doing so was immateriality. Examples of poolings of in-
terests and purchases follow.

TABLE 1-11: BUSINESS COMBINATIONS

1974 1973 1972 1971

Poolings of Interests
Prior year's financial state-

ments restated—all prior

years in historical sum-

mary restated............ 21 29 32 34
Prior year's financial state-

ments restated—some

but not all prior years in

historical summary

restated................... 6 22 20 22
Prior year’s financial state-

ments restated-

—historical summary

either not presented or

not restated .............. 3 4 15 7
Prior year's financial state-

ments not restated ...... 20 34 35 37

Total Componies ............. 50 89 102 100
Purchases

Companies using purchase
method to account for
business combination.... 143 163 160 133

POOLINGS OF INTERESTS

AMERICAN HOSPITAL SUPPLY CORPORATION
(DEC)

Notes to Financial Statements

Note B: Acquisitions—In 1974, AHSC acquired two com-
panies in exchange for 833,206 shares of AHSC stock, in-
cluding 800,000 shares issued for Heyer-Schulte Corpora-
tion, a manufacturer of implantable medical devices. Both
acquisitions were accounted for as poolings of interests and
the accompanying financial statements have been restated
as follows to include the operations of the companies for
periods prior to the respective dates of acquisition.

$ in thousands
Year ended December 31 1973 1972 1971 1970

Net sales:
Previously reported....... $829,322$688,270$592,880$522,571
Adjustment for pooled
companies ............ 5,014 3,280 1,807 1,213

As reported herein ....... $834,336$691,550$594,687 $523,784

Net earnings:

Previously reported....... $39,859 $35,096 $29,941 $25,798
Adjustment for pooled

COMPANIES ............ 951 507 230 105
As reported herein ....... $40,810 $35,603 $30,171 $25,903

Net sales and earnings in 1974 of pooled companies prior
to their acquisition were $6,881,000 and $1,249,000 respec-
tively. In addition, AHSC purchased a business in 1974 for
approximately $1,020,000 whose operating results are not
significant.

In 1973, AHSC acquired fifteen companies of which ten
were acquired for shares of its common stock and accounted
for as poolings of interests. The accompanying financial
statements include the operations of these companies for
periods prior to the respective dates of acquisition. The ac-
quisitions of the remaining five companies for cash were
treated as purchases for accounting purposes and the ac-
companying financial statements include the operations of
these entities subsequent to the dates of acquisition.

For the ten acquired companies accounted for as poolings
of interests, AHSC issued 870,760 shares of its common
stock, including 582,454 shares to acquire Wells National
Services Corporation, a hospital services company which
specializes in patient television and communication systems.

AHSC paid $5,656,000 for the five companies accounted
for as purchases in 1973. The operating results of these
businesses did not significantly affect reported 1973 earn-
ings.

In 1972, AHSC acquired all the assets and business of Red
Top, Inc., a maintenance service company, and two dental
laboratories, Davis Laboratory Company and Precision
Chrome Lab., Inc. for 174,997 shares of its common stock. In
1971, AHSC acquired the outstanding stock of Etablisse-
ments Paul Louis, S.A., a distributor of hospital and laborat-
ory equipment in Belgium and France, and three dental
laboratories for 221,525 shares of its common stock. In 1970,
AHSC acquired all of the outstanding stock of Laboratorio
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Farmacobiologico, S.A. (Farbiosa) Mexico City, G. Delforge
& Co., S.A,, Belgium, and a dental laboratory for 177,202
shares of its common stock. These acquisitions were ac-
counted for as poolings of interests; consolidated operating
results of prior years were not restated because their opera-
tions were not significant in relation to the consolidated re-
sults.

G. D. SEARLE & CO. (DEC)

Notes to Consolidated Financial Statements

Note 1: Poolings of Interests—During 1973 and 1974, the
company exchanged shares of its common stock for the fol-
lowing companies in transactions accounted for as poolings
of interests:

Approximate

Number of

Effective Shares

Company Date Exchanged

Will Ross, Inc. December 31, 1973 6,157,000

Oxford Laboratories May 31, 1974 1,591,000

Tecna Corporation July 3, 1974 140,000
Gold Cross Hospital Supplies

Limited November 23, 1974 1,162,000

The accompanying financial statements have been re-
troactively restated to include the operations of these com-
panies.

Prior to 1973, the fiscal years of Will Ross, Inc. and its
subsidiaries ended on March 31; the net earnings and other
changes in shareholders’ investment of these companies
from April 1 to December 31, 1972, have been recorded di-
rectly in the appropriate shareholders’ investment accounts
in the accompanying statements. The 1973 financial state-
ments of the Will Ross companies were examined by au-
ditors other than Arthur Andersen & Co.

The accompanying financial statements include the follow-
ing amounts for the pooled companies for periods prior to the
dates of their respective acquisitions by Searle (in thousands
of dollars):

Will Ross
April 1 to
December 31,
1974 1973 1973 1972

Netsales .......ccevvenennnn. $38,141 $26,398%$156,796

Companies
Acquired in 1974

Net earnings ................. 1,078 2,202 6,843 $5,322
Other increases (decreases)
in shareholders’ invest-
ment:
Dividends ................. —_ (224) (2,408) (1,74¢6)
Common stock issues:
Exercise of stock op-
fons .eooveeeinens 126 130 59 241
Conversions of debt .. 57 6 1,093 1,417
Sale of new issues .... — 10,718 — —
Other «ovvvvnieiiiiinannn. — — 71 —_

SQUARE D COMPANY (DEC)

Notes to Consolidated Financial Statements
(Dollars in thousands, except per share)

Note B: Poolings of Interests—The consolidated financial
statements include for both years the accounts of companies
combined with Square D Company in transactions accounted
for as poolings of interests:

No. of Shares

of Square D

Year Common

Combined Stock Issued

Nelco Corporation.................... 1973 225,800
Electromagnetic Industries, Inc. .... 1974 136,902
Electric Products Mfg. Corp. ....... 1974 71,000

Revenues and net earnings of these companies for the
period preceding the combinations which are included in fi-
nancial results for the respective years ended December 31,
1974 and 1973 are:

1974 1973
Revenues ...........c.ccoeevuennnnn. $ 5,056 $ 1,738
Net earnings .................oeeeeee. 129 143

Revenues and net earnings previously reported for the
year ended December 31, 1973 are restated as follows:

Revenues Net Earnings
As previously reported.............. $388,521 $33,701
Pooled companies.................... 10,510 (710)
Asrestated................oeeennnnn. $399,031 $32,991

VEEDER INDUSTRIES INC. (DEC)

Notes to Consolidated Financial Statements

Note C: Business Combinations—Effective January 1,
1974 the Company exchanged 44,894 shares of its Common
Stock, in a pooling of interests transaction, for all of outstand-
ing shares of Uniform Fasteners.

During 1974 the Company purchased for $1,475,000 in
cash the assets of Degen & Company and the capital stock of
R.D. Maxwell Co., Inc. on April 16, 1974 and July 1, 1974,
respectively. In February, 1973 the Company purchased the
capital stock of the A. L. Hyde Company for 67,000 shares
($2,118,854) of its Common Stock (from treasury—66,997
shares ($2,118,778); unissued—3 shares) with an assigned
value of approximately $1,701,800. The excess ($416,997)
basis of the stock issued has been charged to capital in ex-
cess of par value. The excess of the purchase price over the
fair value of assets acquired from the purchased companies
was not material.

The consolidated financial statements include the ac-
counts of the purchased companies from the dates acquired,
and for the years ended December 31, 1974 and 1973 for the
pooled company.
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Net sales and net income before and after the pooling of
interests and purchases are summarized as follows:

1974 1973
Net Sales:
Before pooling and purchases ...... $93,545,976  $74,089,454
Pooling ....oviviiiiiiiiniee 2,347,443 1,558,993
Purchases ...........coceveinininnn. 588,469 4,162,245
$96,481,888 $79,810,692
Net Income:
Before pooling and purchases ...... $ 6,350,604 $ 5,156,420
Pooling ....ccoevvniniiiiiin, 315,090 135,886
Purchases ..........ccoceviinininnn. 74,734 291,139
$ 6,740,428 $ 5,583,445

The consolidated results of operations on a pro forma
basis as though the purchased companies had been ac-
quired as of January 1, 1973 are as follows:

1974 1973
Netsales .......ooovviviiviinininnnn, $97,063,133  $81,156,804
Net income.........ccoeeeiniinninn.. $ 6,842,573 $ 5,722,608
Net income per share ............... $4.39 $3.66
PURCHASES

BAUSCH & LOMB INCORPORATED (DEC)

Notes to Financial Statements

Business Acquisitions—As of January 1, 1974, the com-
pany acquired the net assets of Standard Optical Company
(Pty.) Limited and its subsidiary companies. The group is a
South African distributor of ophthalmic products. The purch-
ase price, which amounted to $2,180,000, exceeded the
value of net assets acquired by approximately $1,200,000.
This excess is being amortized over a forty year period. Total
assets of the group at December 29, 1974 were $2,420,000.

During 1973 the company acquired the net assets of a
foreign lens manufacturer and a domestic manufacturer of
vapor detection products for a total of $1,500,000.

The following supplemental pro forma information shows
condensed results of operations for the year ended De-
cember 30, 1973 as though the acquisitions had occurred at
the beginning of 1973:

1973 (Unaudited)
Revenue ........ccoiiiiiiiiiiiiiii i $243,810,000

Earnings before extraordinary item.................... 11,762,000
Net earnings .........c.covvviiinineniiiiiiinenas 10,287,000
Per common and common equivalent share:
Earnings before extraordinary item................. $2.04
Net arnings «.......oevvvieiiiieriiiiiiininininns 1.78

DRESSER INDUSTRIES, INC. (OCT)

Notes to Consolidated Financial Statements

Note M: Acquisitions—On May 31, 1974, the Company
acquired substantially all of the assets and assumed substan-
tially all the liabilities of Jeffrey Galion Inc. for a purchase
price of $120,000,000 in cash and 416,350 shares of the
Company’s common stock, which were assigned a value as
of May 31, 1974 of $15,613,000. This value was lower than
the indicated market value at that date in recognition of the
restrictions on transferability of the shares. Jeffrey Galion is a
major manufacturer of motor graders, road rollers, rough ter-
rain hydraulic cranes, processing, conveying and mechanical
power transmission equipment, and underground coal mining
machinery.

On July 1, 1974, the Company acquired the net assets of
the Waukesha Division for a cash price of $20,171,000.
Waukesha is a manufacturer of a broad range of heavy-duty
engines, principally stationary.

These acquisitions were accounted for by the purchase
method. Operating results from dates of acquisition have
been included in the Consolidated Statement of Earnings.
The total purchase price was allocated to the net tangible
assets acquired based upon their estimated fair value and
included no goodwill.

The following table summarizes, on an unaudited pro
forma basis, the combined results of operations of the Com-
pany and subsidiaries, as though the above acquisitions
were made at November 1, 1972:

Year Ended October 31,
. 1974 1973
Net sales and service revenues.... $1,596,216,000$1,301,936,000

Net earnings «.........ocoviananni. 69,870,000 57,469,000
Earnings per common share ........ 4.75 3.80
Earnings per share on o fully diluted

basiS ... 4.02 3.33

Appropriate adjustments have been made in the above pro
forma data to give effect to additional interest costs and aver-
age shares outstanding as a result of the acquisitions. It is not
practical to determine, on a pro forma basis, the effect on
1974 operations if the inventories of the acquired businesses
had been changed to the LIFO method (see Note D) as of
November 1, 1973.

INTERLAKE, INC. (DEC)

Notes to Consolidated Financial Statements

Note 6 (in part): Acquisitions—In October, 1974 the Com-
pany acquired substantially all of the outstanding ordinary
and preference shares of Dexion-Comino International Lim-
ited, a producer of storage and material handling products
with manufacturing operations principally in Europe, for an
aggregate cash cost of $22,080,000. The acquisition is being
accounted for using the purchase method. The excess of the
acquisition cost over the fair value of the net assets acquired,
$832,000, is being amortized on a straight-line basis over a
30 year period. The consolidated financial statements include
Dexion’s operating results for the month of November, 1974
and financial position as of November 30, 1974.
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Following is a pro forma summary of the consolidated re-
sults of operations for 1973 and 1974, including Dexion’s
operations for the fiscal years ended October 31, 1973 and
1974, assuming that the acquisition had occurred at the be-
ginning of 1973. Pro forma consolidated earnings have been
adjusted to reflect interest on the funds expended to acquire
Dexion, depreciation and amortization of the fair value ad-
justment of acquired assets and goodwill, and a change in
accounting methods to conform with the Company’s account-
ing policy for the translation of foreign currencies.

1974 1973

Net sales ............coovivnivnnnnnns $727,832,000 $557,862,000

Net income .............ccoovviinnnnn, $ 41,137,000 $ 15,868,000
Net income per share of common

STOCK . eveeeeiiiiii $11.02 $4.18

GENERAL CIGAR CO., INC. (DEC)

Notes to Consolidated Financial Statements

Note 1: Business Combinations—As of February 8, 1974,
the Company acquired Flaks, Inc. in exchange for 69,081
shares of its common stock valued at $610,000. Flaks, lo-
cated in Denver, Colorado, is a distributor of tobacco pro-
ducts and other sundry items. This transaction has been ac-
counted for as a purchase. The purchase price in excess of
net tangible assets acquired, in the amount of $67,000, is
included in intangible assets and is being amortized, on a
straight-line basis, over a 40 year period. The results of oper-
ations of Flaks for 1973 would not be material to the consoli-
dated financial statements.

As of December 28, 1974, the Company acquired Moll
Tool and Plastics Corporation, a plastics manufacturer lo-
cated in Evansville, Indiana, in exchange for 150,518 shares
of its common stock valued at $1,205,000. The Company
issued into escrow an additional 150,517 shares which are
subject to release from escrow based upon Moll’'s average
1974/1975 pre-tax earnings and the market value of the
Company’s common stock. These contingent shares are re-
flected as outstanding shares at December 28, 1974. This
transaction has been accounted for as a purchase and the
resulting purchase price in excess of net tangible assets ac-
quired will be included in intangible assets upon determina-
tion in 1975 and will be amortized on a straight-line basis over
a 40 year period. The consolidated results of operations on a
pro forma basis as though Moll had been acquired at the
beginning of fiscal 1973 are as follows:

1974 1973
Net sales and other revenue ....... $319,508 $303,911
Net income ........coevvevvenninnnnn. 5,314 4,544
Net income per common share ..... 2.14 1.88

NORTH AMERICAN PHILIPS CORPORATION
(DEC)

Notes to Consolidated Financial Statements

Note 2: Acquisitions—Effective October 1, 1974, a sub-
sidiary of NAPC acquired approximately 84% of the common
stock of The Magnavox Company (Magnavox) for an aggre-
gate cash purchase cost of approximately $142,000,000. The
transaction has been accounted for as a purchase and ac-

cordingly the operations of Magnavox are included in the
consolidated statement of income from October 1, 1974. The
equity in the net assets of Magnavox exceeded acquisition
cost by $18,977,000. Of such amount, $12,552,000 was as-
signed to specific assets and liabilities and $6,425,000 was
allocated to remaining non-current assets acquired on a pro
rata basis in accordance with the provisions of Accounting
Principles Board Opinion No. 16. The total reduction to the
carrying value of net assets acquired based upon their esti-
mated fair value was as follows:

(Thousands)
INVentories ........ccooeiiiiiiiiii i $ 1,300
Property, plont and equipment .................cooeeel 7,372
Excess of cost over net assets of acquired companies 9,074
Deferred debt discount....................cooiiiil (1,850)
Unfunded vested pension benefits...................... 1,898
OEr et e 1,183
$ 18,977

The values assigned fo the net assets acquired were
as follows: (Thousands)
Cash and receivables............c...oooviiiiiienen, $117,280
INVENTOTIES . oeeitie et 163,449
Other current 0SSets.......ovueeiitiiiniriiieiineinenens 3,257
283,986
Property, plant and equipment .....................o.L 54,922
Other OSSeTS. .. .ovvvreeiii i 11,588
350,496

Less
Liabilities (including

$117,245,000 current)..... $178,035
Minority interest............... 30,461 208,496
Net assets acquired ............oevevevninnnnnnne, $142,000

The net sales and net loss of Magnavox for the period
October 1, 1974 to December 31, 1974, after adjustments for
estimated fair value and minority interests were
$134,692,000 and $4,779,000, respectively. These amounts
have been included in the consolidated statement of income
of NAPC for the year ended December 31, 1974.

Effective December 31, 1973, certain subsidiaries of
NAPC acquired the assets, net of liabilities, and businesses
of the Large Lamp and Lustra Division of International Tele-
phone and Telegraph Company and the Colors Department
of Tenneco Chemicals, Inc. for cash and notes aggregating
approximately $34,500,000. These transactions were ac-
counted for as purchases and, accordingly, the operations of
the acquired businesses are included in the consolidated
statement of income from January 1, 1974. 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 con-
solidated balance sheet. In May 1973 and December 1974,
certain subsidiaries of NAPC acquired all of the capital stock
of the S & H X-Ray Company and National Components
Industries, Inc. for 57,960 and 298,849 shares, respectively,
of NAPC’s common stock. These transactions were treated
as poolings of interests for accounting purposes and the fi-
nancial statements have been restated to include the opera-
tions of such pooled companies prior to acquisition. The ef-
fect on consolidated net sales and net income was not mate-
rial.

On October 31 and December 31, 1973, the remaining
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minority interests were acquired in PEPI, Inc. (34%) and in
Dialco Corporation (31%) in exchange for 1,561,321 shares
of NAPC’s common stock, of which 306,630 shares became
treasury stock. These acquisitions were accounted for as
purchases, and the earnings attributable to the minority in-
terests prior to the respective dates of merger were deducted
in determining consolidated net income for 1973. As a result
of the PEPI transaction, approximately $9,000,000 excess of
equity over cost was first offset against excess cost arising
from prior acquisitions of PEPI stock to the extent thereof: the
remainder was applied to reduce property, plant and equip-
ment.

The following pro forma data presents the consolidated
results of operations of NAPC as if Magnavox, purchased in
1974, and the other business purchased in 1973 had been
acquired effective January 1, 1973:

Year Ended December 31
1974 1973
(Thousands, except for
earnings per share)

Net sales .........cocoovviiiiininn, $1,379,079 $1,396,767
Income before extraordinary item.. 23,843 40,200
Net income ..................... 24,378 41,823
Earnings per share
Primary earnings
Income before extraordinary
item ..o $2.27 $3.84
Net income ..................... 2.32 4.00
Fully diluted
Income before extraordinary
item....coooeiiiiniines $2.21 $3.65
Net income ..................... 2.26 3.80

ROCKWELL INTERNATIONAL CORPORATION
(SEP)

Notes to Financial Statements

Note 3: Acquisitions—The Company completed its acquisi-
tion of Collins Radio Company (Collins) in November 1973.
The aggregate cost of the acquisition was $115.7 million (in-
cluding the cost of the Company’s investment in 1971 in pre-
ferred stock and warrants to purchase common stock). Col-
lins is principally engaged in the manufacture and sale of
electronic communication systems and avionics equipment.
The acquisition was accounted for as a purchase and the
accounts of Collins, after adjustments to reflect the fair values
assigned to Collins’ assets and liabilities, have been included
in the accompanying consolidated financial statements for
the full 1974 fiscal year. The excess of the purchase price
over the fair value of Collins’ net assets amounted to $14.5
million and is being amortized over forty years.

In April 1974 the Company acquired all the outstanding
common stock of Admiral Corporation (Admiral) in exchange
for a maximum of 2,931,595 shares of the Company’s com-
mon stock held in treasury. The aggregate cost of the acquisi-
tion was $79.9 million using an assigned fair value of $27.00
a share. Admiral is engaged in the manufacture and sale of
electronic home entertainment equipment and major house-
hold appliances. This acquisition was accounted for as a
purchase and the accounts of Admiral, after adjustments to
reflect the fair values assigned to Admiral's assets and

liabilities, have been included in the consolidated financial
statements from April 1, 1974. The excess of the fair value of
Admiral’s net assets over the cost thereof amounted to $21.4
million and has been allocated proportionately to appropriate
noncurrent assets. This excess will be amortized over the
remaining lives of such assets, a period averaging approxi-
mately ten years.

The following table summarizes on an unaudited pro forma
basis the results of operations of the Company combined
with Collins and Admiral for the full fiscal years ended Sep-
tember 30, 1974 and 1973. The pro forma amounts give
effect to appropriate adjustments for the fair value of the net
assets acquired, amortization of the resulting intangible, in-
terest expense (net of tax), intercompany transactions, and
the issuance of shares of common stock. In 1974 pro forma
results of operations were adversely affected by a generally
depressed industry in which Admiral operates, particularly
the market for home entertainment products. The table is
stated in millions, except for per share amounts.

) 1974 1973
Sales coiiiii $4,664.0 $4,033.5
Income before extraordinary credit 128.3 140.7
Net income .........cccevvviiennnn... 128.3 145.5
Earnings per. common share:
Primary:
Income before extraordinary
credit coovoiiiiiniininanns 3.87 4.16
Net income ..................... 3.87 4.32
Fully diluted:
Income before extraordinary
credit .......ooiieiinnall. ) 3.43 3.65
Net income ...........cceennn. 3.43 3.77

In February 1973 the Company issued 6,664,942 shares of
its common stock for all of the outstanding shares of stock of
Rockwell Manufacturing Company. The acquisition was ac-
counted for as a pooling of interests and, accordingly, the
accompanying consolidated financial statements for 1973 in-
clude the accounts of the acquired company as if the com-
panies had been combined throughout 1973.

The Company also purchased several other foreign and
domestic businesses for cash of $19.4 million in 1974 and
$49.0 million in 1973. The results of operations of these
businesses were not material in relation to consolidated re-
sults of operations.

A summary of the assets and liabilities recorded through
the purchase of businesses in 1974 (including Collins and
Admiral) and 1973 is as follows (in millions):

1974 1973
Working capital ...................... $178.3 $ 8.8
Property ......cocoviviiiiiiinini, 132.8 32.3
Intangibles resulting from acquisi-

HONS et 22.6 22.0
Investments and other assets—net 16.3 1.8
Long-term debt....................... (131.9 (5.6)

Net assets.........ccccevvnennin 218.6 59.3
Less carrying value of investments

in companies prior fo purchase

of remaining interests........... 42.5 10.3
Cost of purchased businesses for

the year .................. $176.1 $49.0
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WARD FOODS, INC. (DEC)

Financial Information

Acquisition—Effective April 27, 1974, the Company ac-
quired all of the stock of La Crosse Milling Company for
$2,589,000 in cash, common stock and notes payable. The
acquisition has been accounted for as a purchase and, ac-
cordingly, its operations are included in the accompanying
consolidated financial statements from date of acquisition.
The excess $864,000 of acquisition cost over the fair value of
net assets acquired was assigned to goodwill which is being
amortized over 40 years.

Had the acquisition of La Crosse Milling Company taken
place at December 31, 1972, on a pro forma basis consoli-
dated net sales for the years ended December 28, 1974 and
December 29, 1973 would have been $438,073,652 and
$370,640,437, respectively; 1974 earnings from continuing
operations before extraordinary item and net earnings would
have been $1,072,846 and $1,681,118 ($.30 and $.47 per
share), respectively and 1973 earnings from continuing op-
erations and net (loss) would have been $593,968 and
($8,381,727) ($.17 and ($2.40) per share), respectively.

TABLE 1-12: CONTINGENCIES AND
COMMITMENTS

Number of Companies
1974 1973 1972 1971
Loss Contingencies

Litigation ....... e 255 255 240 225
Guarantee of indebt-
edness .........c..e.n. 140 142 150 148
Possible tax assessment .... 68 68 76 55
Sale of receivables with
reCOUrSe ..ccevvnvenens 65 67 70 48
Compliance with environ-
mental standards .... 13 12 23 19
Other—identified ............ 34 33 37 38
Gain Contingencies
Operating loss carryforward 66 64 60 54
Investment credit carry-
forward................... 43 32 44 32
Plaintiff litigation ............ 25 37 19 13
Other—identified ............ 2 6 14
Commitments
Plant expansion.............. 95 95 94 79
Purchase or repurchase
agreements............... 62 61 77 73

Additional payments in con-

nection with an

acquisition................ 55 52 67 50
(0] 1111 SN 45 46 29 36

CONTINGENCIES AND COMMITMENTS

Statement of Financial Accounting Standards No. 5
(issued in March 1975 by the Financial Accounting Standards
Board) defines a contingency as “an existing condition, situa-
tion, or set of circumstances involving uncertainty as to pos-
sible gain or loss to an enterprise that will ultimately be re-
solved when one or more future events occur or fail to occur.”
Statement No. 5, which will be effective for fiscal years be-
ginning on or after July 1, 1975, will supersede Accounting
Research Bulletin No. 50 as the authoritative pronouncement
on accounting for and reporting loss contingencies but reaf-
firms the provisions of ARB No. 50 that apply to gain conting-
encies and to commitments.

Table 1-12 summarizes the various contingencies and
commitments (except leases which are summarized in Table
2-29) disclosed in the 1974 annual reports of the survey
companies. Examples of contingency and commitment dis-
closures follow.

LOSS CONTINGENCIES

Litigation
AMERICAN MAIZE-PRODUCTS COMPANY (DEC)

Notes to Financial Statements

Note 1: Litigation—The Company is a defendant, along
with other companies in the corn wet milling industry, in a suit
instituted by Dimmitt Agri Industries, Inc. (“Dimmitt”) in
November 1974. This suit alleges a conspiracy on the part of
the defendants to manipulate the price of various refined corn
products and to deny Dimmitt entry into' the market. Dimmitt
seeks to recover actual damages of $32,545,244 and re-
quests that such damages be trebled as provided by law. The
Company has denied the charges. Pre-trial discovery of re-
levant evidence is presently in a preliminary stage. It is the
opinion of the Company and Company’s counsel that the
allegations made against it are without merit.

The Company is a co-defendant in an action in which the
plaintiff is seeking an injunction regarding pollution of Lake
Michigan and of the Grand Calumet River. It is the opinion of
the Company and the Company'’s counsel that the Company
will successfully defend the action.

ANDERSON, CLAYTON & CO. (JUN)

Notes to Consolidated Financial Statements

Note 9: The Company, among many if not all other com-
panies selling hybrid seed corn, was named a defendant in
class action for damages allegedly incurred by farmers as a
result of the leaf blight that affected the 1970 crop year.
Specific damages have not been alleged against each de-
fendant, and the lawsuit has not progressed beyond its initial
stages. Counsel for the Company says it is impossible at this
stage to render any opinion as to the ultimate liability of the
Company since discovery has not been commenced. Man-
agement of the Company is of the opinion that the outcome of
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the claims will have no material effect on the Company’s
financial position or results of operations, and in any event
the Company considers its liability, if any, to be adequately
covered by insurance.

ASSOCIATED DRY GOODS CORPORATION
(JAN)

The Year In Review

Contingent Liabilities—As previously reported, the Federal
Trade Commission issued a complaint against the Company
on December 15, 1972, alleging that the effect of the acquisi-
tion of L. S. Ayres and Company may be to substantially
lessen competition or tend to create a monopoly in violation
of Section 7 of the Clayton Act. Associated filed an answer
denying that the acquisition violated the Clayton Act.

It is Associated’s position that this acquisition is not anti-
competitive. Both the FTC and Associated have prepared
their respective cases, and as of the date of preparation of
this report, the matter is still pending.

On August 1, 1974, the Department of Labor instituted suit
in U.S. District Court alleging failure on the part of one divi-
sion of the Company to comply with certain provisions of the
Equal Pay Act in three facilities. The litigation is currently in
the pre-trial phase and it is anticipated that this phase will
continue throughout 1975.

Inasmuch as the Department of Labor alleges no specific
amount of damages, it is not possible to estimate the amount
of damages for which the Company may be liable, or what
the cost to the Company would be in the future if the Depart-
ment of Labor were to prevail in all of its allegations. In any
event, Associated believes it has meritorious defenses to the
action.

THE DUPLAN CORPORATION (SEP)

Notes to Consolidated Financial Statements

Note 16: Litigation—In October 1969 Leesona Corporation
brought a civil action against the Company seeking a de-
claratory judgment that the patents under which the Com-
pany is licensed by Leesona are valid and enforceable. This
action was dismissed and in April 1970 Leesona commenced
an action against the Company alleging breach of license
agreements and seeking recovery of alleged past due royal-
ties and a court order requiring the payment of future royal-
ties. After repudiating its license with Leesona, the Company
commenced an action in November 1969 seeking a declara-
tory judgment that such patents licensed by Leesona are
invalid and for damages because of federal anti-trust viola-
tions by Leesona. In July 1971 Leesona interposed a coun-
terclaim for treble damages amounting to approximately $6.7
million based on alleged anti-trust violations for a conspiracy
to breach license agreements and to cease paying royalties.

In June 1972 a related action was commenced against the
Company by The Permatwist Company and its individual
partners. In this action, Permatwist, the original owner of the
Leesona patents, has alleged that the Company has mali-
ciously interfered with its contractual relations with Leesona
by, among other things, instituting the action against Leesona

referred to above, and has violated the anti-trust laws by
conspiring to boycott Leesona’s machinery and licensing
program.

Subsequent to September 30, 1974 the parties in the
Leesona and Permatwist actions agreed to settle them on
terms which included (i) the release of the Company from any
obligations for past or future royalties and (ii) Leesona paying
the Company approximately $335,000 in installments over a
five year period. An agreement containing the settlement
terms is presently being prepared for execution by the par-
ties.

In November 1969 the Company brought a civil action
against Deering Milliken Research Corporation after repudiat-
ing its license with Deering Milliken. Such action seeks a
declaratory judgment of noninfringement, invalidity and unen-
forceability with respect to patents which the Company was
licensed to use by Deering Milliken and seeks damages for
federal anti-trust violations by Deering Milliken. Deering Mil-
liken commenced an action seeking a judgment against the
Company for royalty payments owing under the license, an
injunction against continued infringement of the patents, tre-
ble damages suffered because of such infringements and a
judgment declaring the enforceability of such license. The
Court, on December 18, 1972, January 16, 1973, November
14, 1973 and February 21, 1974, granted motions for sum-
mary judgment in favor of the Company holding that thirteen
of the twenty-two patents covered by the license were either
invalid or not infringed by the Company. No determination
has been made by the Court with respect to the remaining
nine patents. In the opinion of counsel, such patents are
invalid and, therefore, the Company has no liability for the
payment of royalties.

HMW INDUSTRIES, INC. (JAN)

Notes to Consolidated Financial Statements

Note 10 (in part): Contingencies and Commitments
—Claims asserted against the Company are as follows:

A) In connection with the discontinuance of its Electronics
Division and the related cancellation of contracts during
the year ended January 31, 1971, a supplier has filed a
claim for $216,000 against the Company for breach of
contract.

B) On May 29, 1974 the Company was served with a com-
plaint in an action in the U.S. District Court for the District
of Connecticut by certain employees of its wholly owned
subsidiary, Wallace Silversmiths, Inc. This is a class ac-
tion alleging violation of Title VII of the 1964 Civil Rights
Act, as amended, in which the plaintiffs seek damages in
the amount of $300,000 for themselves and the mem-
bers of their class, punitive damages in the amount of
$200,000, and injunctive relief.

C) In connection with discontinuance of the distribution of
imported china, crystal and figurines, a claim has been
asserted by a supplier for an unspecified amount of
damages for breach of an exclusive distribution contract.

Management intends to contest the above claims asserted
against the Company and is of the opinion that the liability
resulting from such claims, if any, would not have a material
effect on the Company’s financial statements.
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HUDSON PULP & PAPER CORP. (DEC)

Notes to Financial Statements

Contingencies—(1) The Company and others are defen-
dants in actions brought in Maine by The United States of
America in Federal Court and by private parties and the State
of Maine in State Court. Both actions seek to halt the defen-
dants’ river log driving activities and to make them take other
actions including the removal of logs sunken during past sea-
sons. A motion for summary judgment to dismiss the Federal
Court action was granted by the Federal judge for the U.S.
District Court in Maine on March 7, 1973. The United States
of America appealed this order to the Court of Appeals which
reversed the District Court and remanded the action to the
District Court for certain additional factual determinations.
The government has recently reactivated the case by filing a
motion for Summary Judgment. The Company no longer
places logs in the river and, due to the great number of fac-
tors involved, it is impossible at this time to estimate reason-
ably the effect of an order, in the event of a final determina-
tion requiring the removal of sunken logs, nor is it possible to
estimate reasonably the effect of the reversal by the Court of
Appeals on the action pending in State Court. However, it is
the opinion of the management of the Company that these
actions should not have a material adverse effect on the
Company’s financial condition.

(2) Based upon the opinions of counsel, management be-
lieves that other pending claims and litigation will have no
material adverse effect on the accompanying financial state-
ments.

(3) During the year ended December 31, 1974, the Com-
pany commenced construction of an air emission control
program at its Palatka plant pursuant to approvals previously
obtained from the Pollution Control Board of Florida and the
United States Environmental Protection Agency allowing the
Company to place the program into service in several phases
through the end of 1976. At the present time, the Company
expects the program to approximate $50,000,000 and it will
be financed primarily from outside sources supplemented by
internally generated funds.

MAREMONT CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 9 (in part): Commitments and Contingent Liabilities
—In November, 1972, Arvin Industries, Inc., a competing
manufacturer of exhaust system parts, filed suit against the
Company in the United States District Court for the Southern
District of Indiana. The complaint alleges several violations of
the Federal antitrust laws. In many respects, the complaint
repeats the allegations of the Federal Trade Commission’s
complaint in the proceeding which was settled by the entry of
a consent order in January, 1971. (See Note 4.) In addition,
the complaint contains charges concerning the divestitures
which were made and approved by the FTC in accordance
with the consent order. Arvin seeks treble damages, as well
as an order requiring the Company to divest warehouse dis-
tributors acquired and still retained by it. The original com-
plaint sought damages of $5 million in each of four counts, so

that the total alleged damages amounted to $20 million ($60
million trebled).

In January, 1973, the Company filed its answer and coun-
terclaim. The answer denies any violation of the Federal an-
titrust laws. The Company’s counterclaim charges Arvin wtih
violation of the Federal antitrust laws arising out of Arvin's
dominant position in sales of exhaust system parts to au-
tomobile original equipment manufacturers. The counter-
claim seeks $25 million in damages ($75 million trebled) and
divestiture of a large portion of Arvin assets used in its man-
ufacture of exhaust system parts. In July, 1973, the Court
granted the Company’s motion to strike from the Arvin com-
plaint all references to the prior FTC proceeding. In August,
1974, in response to the Court’s direction, Arvin filed an
amended complaint which set forth fourteen separate counts
to replace Count lll of the original complaint. Thirteen of
these counts relate to separate warehouse distributor ac-
quisitions by Maremont. The damages claimed in these thir-
teen counts amount to a total of $13,512,000 ($40,536,000
trebled). The fourteenth count, which claimed injury from the
thiteen acquisitions on a cumulative basis, has been dis-
missed by the Court.

Discovery by both parties is now proceeding. The Com-
pany, based on the opinion of outside counsel, does not be-
lieve it will incur any material liability as a result of the Arvin
litigation.

METRO-GOLDWYN-MAYER INC. (AUG)

Notes to Financial Statements

Note 9: Contingent Liabilities—For many years the Com-
pany, together with other major companies in the industry,
has been subject to nhumerous anti-trust suits brought by var-
ious motion picture exhibitors, producers and others, many of
which have been settled. From time to time, the Company is
also subject to litigation for breach of contract and similar
matters incidental to its business activities. It is not possible
to determine the ultimate cost to the Company of suits now
pending. However, in the opinion of management, the liability
of the Company under such actions is not material in relation
to its financial position or results of operations.

In April, 1974, an action entitled ““California Electric Con-
struction Co. v. MGM Grand Hotel, Inc., et al.” was filed.
Plaintiff, which furnished labor and material for certain elec-
trical work in connection with construction of the MGM Grand
Hotel, alleges that defendants breached the related construc-
tion contract, resulting in increased costs to plaintiff. Plaintiff
also alleges misrepresentation concerning the amount of a
competing bid for the electrical work. The complaint seeks
foreclosure of plaintiff's mechanic’s lien on the Hotel’'s real
property, compensatory damages in an amount to be
specified (in excess of $7,300,000) and punitive damages of
$10,000,000. Defendants have filed motions to dismiss cer-
tain of the tort causes of action and will file additional motions
directed to the remaining tort cause of action. In the opinion
of Company’s legal counsel, the motions already filed and to
be filed shall prevail and their success will have the effect of
eliminating the claim for punitive damages. With respect to
the claim for compensatory damages, discovery has begun,
but due to the complex nature of the lawsuit extensive further
investigation is required. Accordingly, counsel for Company
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is not yet able to express an opinion with respect to the claim
for compensatory damages. However, management believes
that the lawsuit will not result in liability in an amount which
will be material in relation to the Company'’s financial position
or results of operations.

MSL INDUSTRIES, INC. (DEC)

Notes to Consolidated Financial Statements

Note 8: Litigation—On September 6, 1974, an action
against MSL was commenced in the United States District
Court for the Southern District of New York by Esther Krieger
(Krieger v. MSL Industries, Inc., 74 Civ. 3853), seeking dam-
ages of approximately $1,400,000 under Section 10(b) of the
Securities Exchange Act of 1934, as amended, and Rule
10b-5 thereunder, based on allegations that MSL knew that
Alleghany Corporation was considering making a tender offer
for its common shares at a price in excess of the conversion
price of MSL’'s 4%2% Convertible Subordinated Debentures
due October 1, 1984, at such time as MSL called such deben-
tures for redemption in August, 1974. Based upon prelimi-
nary investigation of the matter, legal counsel has indicated
that it appears that the facts do not support the allegations of
the complaint.

On February 18, 1975, an action against the Company was
commenced in the United States District Court for the North-
ern District of lllinois by Marvin Coyne (Coyne v. MSL Indus-
tries, Inc., 75 Civ. 523) under Section 10(b) of the Securities
and Exchange Act of 1934 and Rule 10b-5 thereunder. The
action alleges that MSL'’s offer to purchase the Company’s
shares at $25 per share on January 14, 1974 was false and
misleading in several respects, including the failure to dis-
close that earnings for 1974 would increase substantially
over those in 1973. The plaintiff alleges he was a holder of
1,000 shares who tendered his shares in response to the
offer and is seeking damages as a class action for all holders
who similarly tendered their shares, in the amount of approx-
imately $4,750,000. Legal counsel for the Company has not
yet had an opportunity to review the matter. Management is
of the opinion that the action is without merit and will have no
material effect upon the Company’s financial condition or re-
sults of operations.

POLAROID CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 10: Contingency—In October, 1974, the Company,
ten of its directors and its independent certified public ac-
countants were served with a complaint in a purported class
action filed in the United States District Court for the Southern
District of New York by a stockholder of the Company. In
general, the complaint charges that the Company’s 1972 An-
nual Report and subsequent reports and releases contained
alleged untrue statements and omissions of allegedly materi-
al facts in violation of federal securities laws and the common
law. The complaint seeks an injunction and damages in an
unspecified amount. It is the opinion of the Company and its
counsel that the action has no merit, and all parties to the
action intend vigorously to defend against it.

THE RUCKER COMPANY (DEC)

Notes to Financial Statements

Note 13: Litigation—The Company is the defendant in one
civil action commenced in 1972 in which a subcontractor
seeks to recover approximately $2,300,000 for alleged extra
work performed at the request of the Company. The Com-
pany has denied all claims for extra compensation, alleged
such claims to be barred by the statute of limitations, coun-
terclaimed for approximately $450,000 in damages resulting
from the subcontractor's performance delays and filed a
complaint against its customer for indemnification against the
subcontractor’s claims for extra compensation, and approxi-
mately $700,000 for damages arising out of customer-
imposed delays. In 1974, the customer answered asserting
that all claims for extra compensation are barred by the stat-
ute of limitations, and counterclaimed against the Company
for breach of contract, seeking to recover approximately
$2,500,000 in damages allegedly incurred because of delin-
guent deliveries by the Company and alleged deficiencies in
design and material furnished by the Company as well as the
Company'’s failure to indemnify the customer against certain
repair expenses. The Company denied the customer's claims
and filed a cross claim against the subcontractor seeking
indemnification for the damage claims of the customer. The
dispute is in the discovery stage and no trial date has been
set.

In addition, the Company is involved in various patent, con-
tractual, performance and warranty and product liability litiga-
tion and claims which are considered normal to the
Company'’s business. All material product liability litigation or
claims for damages for injuries to persons or property are
covered by product liability insurance. The results of the liti-
gation, and claims, against the Company are not presently
determinable. However, in the opinion of management, the
amounts of losses that might be sustained, if any, would not
materially affect the Company’s financial position, or opera-
tions.

WM. WRIGLEY JR. COMPANY (DEC)

Notes to Financial Statements

Litigation—In January of 1970 a group of mint growers,
located in the States of Washington, Oregon, Idaho and Mon-
tana, filed a class action in the United States District Court,
Western District of Washington, against a dealer in mint oils
and the five largest United States purchasers of mint oils,
including the Wm. Wrigley Jr. Company. One such purchaser
has settled the claim against it and has been dismissed as a
defendant; the other defendants are appealing the dismissal
order. The mint growers’ complaint alleges violations of cer-
tain Federal antitrust laws and seeks an injunction and treble
damages which plaintiffs’ counsel claims to be in the millions
of dollars. The mint oil purchasers, including the Wrigley
Company, have filed antitrust counterclaims against plaintiff
mint growers charging them, among other things, with price-
fixing. Company legal counsel are of the opinion that the
claim against the Wrigley Company is without merit, that its
counterclaim is meritorious and that the final outcome should
not materially affect the Wrigley Company’s consolidated fi-
nancial statements, although any such lawsuit involves some
risk and various costs to the Wrigley Company, including
litigation expenses which must be incurred in defending it.
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Guarantee Of Indebtedness
AMAX INC. (DEC)

Notes to Financial Statements
(Dollars in Thousands)

Note 17: Contingent Liabilities and Guarantees—At De-
cember 31, 1974, AMAX and its consolidated subsidiaries
were contingent guarantors of notes and other liabilities ag-
gregating $30,000, principally in connection with the
50%-owned aluminum smelter operated by an affiliate of
Alumax Inc. In addition, AMAX has guaranteed liabilities of
$17,000 applicable to Botswana RST Limited which could, in
certain circumstances, be increased $11,000; also see Bots-
wana RST on page 19.

Contractual obligations for plant construction and the
purchase of real property and equipment amounted to ap-
proximately $308,000 and $144,000 at December 31, 1974,
and 1973.

Page 19

Botswana RST Limited (29.8% Equity)—The principal
asset of Botswana RST Limited (BRST) is an 85% interest in
Bamangwato Concessions Limited (BCL) which is develop-
ing nickel-copper ore deposits at Selebi-Pikwe, Botswana.
The remaining 15% of BCL is owned by the Botswana Gov-
ernment. AMAX and the Anglo-American Corpora-
tion/Charter Consolidated Group (AAC/Charter Group) each
owns about 30% of BRST; the remaining 40% is publicly
held.

BCL began mining operations in December, 1973. The sur-
face treatment plant was commissioned in February, 1974.
Due to a series of technical problems, an acceptable rate of
nickel-copper matte production has not yet been attained.
Operations are now expected to approach rated capacity of
46,000 metric tons of matte per year by early 1976. Ore will
be mined at the rate of two million metric tons per year from
the Pikwe open-pit and underground mines.

Total funds required for the project (excluding infrastruc-
ture) were estimated in September, 1974 by BCL to be ap-
proximately $290 million, compared with an estimate of $150
million in early 1972. At December, 1974, $244 million had
been invested. AMAX and the AAC/Charter Group have
given certain lenders, who have lent approximately $145 mil-
lion, completion guarantees which will be satisfied when the
project meets specified operation requirements for pre-
scribed periods. AMAX’s investment in BRST, as of De-
cember 31, 1974, was $15.9 million in equity and $33.6 mil-
lion in loans. Substantial additional loans, to be shared
equally by AMAX and the AAC/Charter Group, will be re-
quired to complete the project. AMAX’s equity investment in
this project is covered by political risk insurance from Over-
seas Private Investment Corporation, an agency of the Un-
ited States Government.

Also see Note 17 to the Financial Statements for guaran-
tees and commitments.

BORG-WARNER CORPORATION (DEC)

Notes to Financial Statements

Contingent Liabilities—Borg-Warner Corporation has
guaranteed $101 million of receivables sold to its financial
services companies at December 31, 1974 and $53 million at
December 31, 1973. Included in the amount at December 31,
1974 is $40 million of receivables financed under a continu-
ing agreement entered into in December, 1974.

The company has also guaranteed borrowings of $75.8
million of its financial services companies and $31.4 million of
other unconsolidated subsidiaries and affiliates at December
31, 1974. These guarantees were $54.9 million and $36.2
million respectively at December 31, 1973.

It is the opinion of management and counsel that various
claims and litigation in which Borg-Warner is currently in-
volved will not materially affect the company’s financial posi-
tion or earnings.

THE SIGNAL COMPANIES, INC. (DEC)

Notes to Financial Statements

Note 16: Contingencies—At December 31, 1974, the
Company is contingently liable for obligations (approximately
$95,000,000) of others to third parties which arose principally
from sales of collateralized truck finance contracts and notes
receivable. The Company has guarantees and indemnifica-
tions against loss on certain of these contingencies (approx-
imately $29,000,000).

Sales in 1974 and 1973 of approximately $185,000,000
and $158,000,000 are subject to renegotiation by the United
States Government. The Company believes that renegotia-
ble profits are not excessive and, accordingly, no provision
has been made for renegotiation refunds. Renegotiation
clearances have been received for the sales through 1970.

There are various lawsuits and claims pending against the
companies. In the opinion of the companies’ counsels, none
of the actions will result in any material liability.

Proposed Tax Assessments

FAIRCHILD CAMERA AND INSTRUMENT
CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 2: Federal Income Tax Assessment—As previously
reported, the Internal Revenue Service had completed ex-
aminations of the Company’s Federal income tax returns for
the years 1964 through 1969 and was in the process of ex-
amining the 1970 and 1971 returns. During the current year,
the Internal Revenue Service completed the examinations of
the Company’s income tax returns for the years 1970 and
1971.

In connection with the above examinations, the Internal
Revenue Service has proposed numerous adjustments. The
most significant adjustments proposed for the 1964 through
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1969 examinations relate to proposed increases in inventory
valuation and costing and proposed reallocations of income
and expense between the Company and its foreign sub-
sidiaries. The Internal Revenue Service did not raise any
significant new issues in connection with its examination of
the returns filed for 1970 and 1971 and the additional adjust-
ments proposed for these years result from the application of
many of the same issues raised during the 1964 through
1969 examinations.

During 1974, the Company adopted an improved method
of inventory costing which is intended to comply with new
Federal income tax regulations relating to this issue. The
cumulative effect of the change in inventory costing, as of the
beginning of 1974, is not material. As a result of such elec-
tion, the inventory costing issues raised by the examining
agents are effectively eliminated from the original proposed
assessments. In addition, certain of the remaining proposed
adjustments would provide future tax deductions to the Com-
pany, be accounted for as deferred taxes, and have no effect
on income in future years.

At December 29, 1974 the remaining unresolved adjust-
ments proposed by the Internal Revenue Service for the
years 1964 through 1971 would result, if the Service prevails,
in a maximum additional payment (including interest) of ap-
proximately $11 million which would not be recoverable in
future years. As to these remaining unresolved but proposed
adjustments raised by the Internal Revenue Service, includ-
ing the issues of proposed reallocations of income and ex-
pense between the Company and its foreign subsidiaries, the
Company has filed or intends to file its protests with the Inter-
nal Revenue Service and is contesting and will defend vigor-
ously against all significant adjustments proposed including,
if necessary, recourse to the courts.

The Company’s tax returns for years subsequent to 1971
were prepared on bases substantially consistent with those
used in prior years.

Inasmuch as a reasonable determination of ultimate liabil-
ity, if any, cannot be made pending resolution of the pro-
posed adjustments, no provision has been included in the
accompanying financial statements for such contingent liabil-
ity. However, any material tax deficiencies which might arise
from the final disposition of this matter, and which would not
be recoverable in future years, would be accounted for as a
prior period adjustment and allocated on a retroactive basis
to the periods to which they apply. In the opinion of Manage-
ment, any ultimate settlement of issues resulting from Inter-
nal Revenue Service examinations of the Company’s tax re-
turns for 1964 and subsequent years will not have a material
effect on the consolidated financial condition of the Com-
pany.

PHILLIPS PETROLEUM COMPANY (DEC)

Notes to Financial Statements

Note 7 (in part): Lease Rentals, Commitments, and Con-
tingent Liabilities—At December 31, 1974, the Company was
contingently liable for $137,191,000 of obligations of other
companies. In addition, the Company has contingent

liabilities with respect to claims and commitments arising
from agreements with pipeline companies in which it holds
stock interests whereby it may be required to provide such
companies with additional funds through advances against
future charges for transportation of crude oil or petroleum
products. In connection with the generation in foreign trans-
actions over a period of time several years ago of a cash
fund, part of which was used for political contributions, events
subject to U.S. taxation may have occurred which were
neither reflected on the books of the Company nor as to
which taxes were paid. Following voluntary disclosures in
October 1973 to the Internal Revenue Service, it commenced
an investigation to determine whether there may have been
violations of the tax fraud and allied provisions of the Internal
Revenue Code. That investigation is continuing, and has not
been limited to the circumstances surrounding the generation
of the cash fund and the making of political contributions. A
number of suits are pending in various courts in which the
parent company or a subsidiary appears as plaintiff or defen-
dant, including a federal antitrust proceeding seeking to force
divestiture of the properties acquired from Tidewater Oil
Company in July 1966. In this suit the court has ruled that
such acquisition violated the antitrust laws and some divesti-
ture will be required, and, has directed the Company to sub-
mit a plan of divestiture to the court for its approval by March
24, 1975.

While the aggregate contingent liability may be appreci-
able, the Company is of the opinion that any such liability for
which provision has not been made will not have a materially
adverse effect on its financial position.

SAFEWAY STORES, INCORPORATED (DEC)

Financial Review

Income Taxes (in part)—In November 1974, the Company
received from the Regional Commissioner, Western Region,
Internal Revenue Service a Notice of Deficiency of Federal
Income Taxes for the years 1963 through 1969 amounting to
$6.3 million. Included are taxes of $5.2 million resulting from
disallowing deductions for the Company’s contributions to the
U.S. Employee Retirement Plan. The Company plans to pay
the taxes of $6.3 million plus interest of $2.9 million and file
claims for refund in the appropriate court.

For the years 1970 and 1971, the Internal Revenue Ser-
vice has proposed a deficiency of Federal Income Taxes of
approximately $5.3 million. The proposed deficiency is pres-
ently being discussed at the Appellate Division of the Internal
Revenue Service. There was no deficiency proposed for
those years resulting from the Company’s contributions to the
U.S. Employee Retirement Plan.

All retirement plan contributions and substantially all of the
other deductions which may ultimately be disallowed will be
carried forward as timing differences and claimed as deduc-
tions in future years.

Management believes that adequate provision has been
made for payment of interest and taxes for all past years for
deductions which cannot be carried forward and claimed in
future years. Any possible additional deficiencies in excess of
those provided for will not result in any material adverse ef-
fect on consolidated income or financial position.
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SEABOARD ALLIED MILLING
CORPORATION (MAY)

Notes to Consolidated Financial Statements

Note 5: Federal Income Taxes—No provision has been
made in the accounts for Federal income taxes which would
be payable if the undistributed earnings of the Bahamian
subsidiary were distributed to the parent company since
management of the Company intends to permanently invest
such earnings in foreign operations. Should such accumu-
lated earnings be distributed, the resulting Federal income
taxes (computed at current rates) would amount to approxi-
mately $2,815,000 of which $705,000 is applicable to 1974,
$540,000 is applicable to 1973 and $1,570,000 is applicable
to periods prior to 1973.

The Federal income 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 principal issue is whether part of the earnings
of the Company’s Bahamian subsidiary, on which no Federal
income taxes have been provided or paid, should be subject
to tax. Settlement offers have been negotiated with the con-
feree of the Appellate Division of the Service, which, if ap-
proved by reviewing authorities, would result in settlement of
this controversy for approximately $35,000, plus interest.
Provision for such settlement offer has been made in the
accounts.

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 examination has
been received; however, should the same adjustments pro-
posed by the examining agent for the three years ended May
30, 1970 be asserted for the years under examination and for
the two years ended June 1, 1974, estimated additional Fed-
eral income taxes of $335,000 for 1971, $230,000 for 1972,
$310,000 for 1973 and $26,000 for 1974 may be proposed.

TEXASGULF INC. (DEC)

Notes to Consolidated Financial Statements

Note 3 (in part)—The Internal Revenue Serivce has ex-
amined the company’s tax returns for the years 1958 through
1965. A revenue agent’s report previously received for the
period 1966 through 1968 is now in the process of being
amended by the Service. Concurrently, the returns filed for
the years 1969 through 1971 are being examined. The Ser-
vice has challenged or is proposing adjustments to the
company’s treatment of several items in the tax returns filed
for the years 1958 through 1971. Should the Service prevail
income reported to shareholders for the years 1974 and 1973
would be reduced by approximately $9,050,000 and
$4,600,000 respectively and prior years’ income would be
reduced approximately $16,600,000 after applicable reduc-
tions of deferred income taxes provided in prior years; de-
ferred income tax credits of $3,400,000 would be provided
which would be amortized to income in future years; pay-
ments of U.S. Federal income taxes and interest in the
amount of $42,650,000 would be required and the amount of
recoverable U.S. Federal income tax would be reduced by
$2,550,000. Numerous issues have been raised, the most

significant of which pertains to the company’s treatment of a
tax paid to Ontario on income from the Kidd Creek mine. The
company has claimed this tax as a credit against U.S. Fed-
eral income taxes. The Service asserts this tax should be a
deduction in arriving at U.S. taxable income. The company
intends to contest all major issues and expects to prevail.

Compliance With Environmental Standards
PHOENIX STEEL CORPORATION (DEC)

Notes to Financial Statements

Note 10: Commitments and Contingencies—The company
is presently in the process of installing air pollution control
equipment at its Phoenixville plant to comply with an order of
the Department of Environmental Resources of the Com-
monwealth of Pennsylvania. The cost yet to be incurred for
the installation of this equipment cannot presently be deter-
mined but is estimated to be in the range of $1 million to $3
million.

The company has obtained a variance for a period of one
year from air pollution control requirements with respect to
certain limited operations at its Claymont plant. If the var-
iance is not extended beyond this one-year period, the com-
pany could be required to install equipment costing as much
as $6,000,000 to bring the emissions from these operations
within the specified limits.

RAYBESTOS-MANHATTAN, INC. (DEC)

Notes to Consolidated Financial Statements

Note K (in part): Commitments and Contingent
Liabilites—The Company is subject to environmental, health
and safety regulations of federal, state and local authorities.
All of the Company’s recent construction projects have been
designed to comply with present and anticipated standards.
The standards most significant to the Company establish
levels of allowable airborne concentrations of asbestos fi-
bers. Due to the fact that additional regulations are being
developed and that interpretation of these standards is still in
a state of evolution, management is unable to predict their
ultimate effect on the Company. Although capital expendi-
tures may be required, management believes that they will be
within the Company’s capabilities and to some extent may be
justified by production economies. As a matter of corporate
policy, the Company continues to endeavor through research
and development and through the application of engineering
controls to reduce asbestos fiber levels in its plants.

REPUBLIC STEEL CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 1: Environmental Factors—Reserve Mining Com-
pany, 50% owned by the Corporation, provided approxi-
mately 52% of the iron ore used by the Corporation in 1974.
In February, 1972 the United States, which was subsequently
joined by three states and certain environmental groups,
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brought suit in the United States District Court for the District
of Minnesota against Reserve alleging that Reserve’s dis-
charge of taconite tailings into Lake Superior and discharges
into the air violate various Federal and state laws and consti-
tute a health hazard.

On March 14, 1975 the Eighth Circuit Court of Appeals
rendered its decision on Reserve’s appeal of an earlier Dis-
trict Court decision. The appeals count found that while
Reserve’s discharges into the air and water violated Federal
and state laws and give rise to a potential threat to the public
health, no harm to the public health has been shown to have
occurred to this date, the danger to health is not imminent
and that no reason exists which requires that Reserve termi-
nate its operations at once. Further, the court ruled that Re-
serve is entitled to a reasonable time period to convert to
on-land disposal of tailings and should take reasonable im-
mediate steps to reduce its air emissions.

The District Court has not yet ruled on a request by the
State of Minnesota for substantial fines under state laws.
Counsel for Reserve is of the opinion that the preponderance
of evidence should militate against substantial fines.

Reserve has applied to the State of Minnesota and the
Federal government for permits for an on-land disposal site
for its tailings and installation of air pollution control equip-
ment at an estimated cost of $243,000,000. While the Corpo-
ration can give no present assurance that the permits will be
granted, Reserve and the Corporation, on the basis of infor-
mation supplied them by engineering consultants, believe the
proposed abatement plan to be feasible from an environmen-
tal and engineering standpoint.

The U.S. Environmental Protection Agency and various
state and local governmental agencies of the several states
in which the Corporation operates manufacturing facilities
have adopted, or are expected to adopt, standards and regu-
lations relating to environmental quality control affecting the
Corporation in substantially all of its operations. The Corpora-
tion cannot now predict with any degree of certainly either the
full effect upon the Corporation of existing environmental
standards and regulations or the effect of future policies
which may be adopted by governmental authorities respon-
sible 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 operat-
ing expenses for pollution controt facilities, but the Corpora-
tion is unable to predict at this time the total cost of com-
pliance.

Proposed Government Regulations

ATLANTIC RICHFIELD COMPANY (DEC)

Notes to Consolidated Financial Statements 1974

Note 13 (in part): Other Commitments and Contin-
gencies—Since mid-July, 1973, certain legal actions have
been brought against the major integrated petroleum com-
panies, including the Company, alleging, among other things,
violations of the anti-trust laws. These suits and other suits

presently pending against the Company seek monetary
damages and other significant relief. Subject to the uncertain-
ties inherentin all litigation, and in light of the investigations to
date and the current state of the law, it is the opinion of
counsel for the Company that it is not likely that these cases
will result in the payment by the Company of monetary dam-
ages which in the aggregate would be material in relation to
its net assets.

The environment for the domestic and international pe-
troleum industry, including the Company, is now highly uncer-
tain. The Company is confronted by the need for significant
quantities of capital to finance its capital program. In 1975,
over two-thirds of this program is scheduled for exploration
and the development and generation of new energy produc-
tion. The U.S. government has proposed a windfall profits tax
and certain members of Congress have proposed the re-
moval of the statutory depletion allowance. These actions,
especially in concert, would have a materially adverse effect
on the Company’s earnings, cash flow and ability to attract
the necessary financing for this capital program. The breadth
and duration of U.S. government economic controls, the im-
pact of recent actions and proposals by certain foreign gov-
ernments, relating to reversion of concessions, participation
in ownership, expropriation of property, tax increases and
retroactive tax claims, etc., have had and will continue to
have an adverse effect on the results of Company opera-
tions.

CONTINENTAL CAN COMPANY, INC. (DEC)

Notes to Financial Statements

Other Matters—In 1971, a group of non-integrated corru-
gated box manufacturers filed a complaint against the Com-
pany and several other companies, charging improper pricing
policies. The total amount of damages claimed is not
specified but is alleged to be substantial. In 1972, the Com-
pany was served with a complaint in an action brought
against it and other paper manufacturers in which a group of
pulpwood producers, claiming to sue on behalf of a class,
allege a conspiracy among paper manufacturers and pulp-
wood dealers pursuant to which the paper manufacturers will
only buy pulpwood through the dealers. The complaint claims
treble damages, but in no specific sum. The Company has
filed answers denying these charges. General counsel has
advised the Company that, in their opinion, the actions re-
ferred to above are without merit, and, in any event, any
damages recovered by the plaintiffs would not be material in
amount.

In recent years proposed legislation which would tax or
restrict the sale or use of cans and bottles for soft drinks and
beer has been introduced in various state and local legisla-
tures. In general, this type of legislation has not been enacted
and the Company does not anticipate the enactment of any
significant legislation of this type. However, if such legislation
were to be widely adopted and held to be constitutional, it
could have an adverse effect on the can and glass industries.
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Other
ALLIED CHEMICAL CORPORATION (DEC)

Notes to Financial Statements

Commitments and Contingencies (in part)—The Company
is a 50% partner in Allied-General Nuclear Services, which is
building a plant at Barnwell, S.C., to process spent fuel from
nuclear power plants to recover unburned uranium and
plutonium for recycling and to facilitate the disposal of
radioactive waste contained therein. The separations and
uranium hexafluoride portions of the plant are currently
scheduled to be in operation in July 1976, although delays in
schedules in connection with nuclear projects are not un-
common. Operation of the plant is dependent upon receiving
certain licenses from the United States Nuclear Regulatory
Commission (the “NRC”, formerly the Atomic Energy Com-
mission) and an Atomic Safety and Licensing Board is hold-
ing a contested hearing covering both the environmental im-
pact of the plant and the issuance of an operating license.
Also, it has been announced that a public hearing will be held
with respect to the Atomic Energy Commission’s Generic En-
vironmental Statement, Mixed Oxide Fuel (commonly refer-
red to as “GESMQ”). The results of the Barnwell proceeding
and of the GESMO review cannot now be determined and, if
not successfully concluded on a timely basis, could have an
adverse financial impact on the Company. It is currently esti-
mated that the Company’s 50% share of capital expenditures
for the separations and uranium hexafluoride portions of the
plant will aggregate approximately $125 million, of which the
Company had already invested $78,910,000 at December
31, 1974. Subject to receipt of an Internal Revenue Service
ruling, a portion of this investment may be financed by pollu-
tion control revenue bonds. The partnership has postponed
plans to build additional facilities for plutonium oxide conver-
sion and waste solidification pending governmental policy
decisions in these two areas. These additional facilities, if
built, will require substantial additional capital expenditures
by the Company.

The Company has various other lawsuits, claims, commit-
ments and contingent liabilities arising from the conduct of its
business. However, they are not expected to have any mate-
rial adverse effect on the financial position or results of opera-
tions of the Company.

BLISS & LAUGHLIN INDUSTRIES
INCORPORATED (DEC)

Financial Review

Contingent Liabilities—At December 31, 1974 contingent
liabilities not recorded in the consolidated financial state-
ments are as follows:

A note receivable of the Company was sold with recourse
in 1971. The note, which is not in default, is due in varying
installments to December 1, 1980 with the December 31,
1974 balance being $4,838,000. The Company is also con-
tingently liable at December 31, 1974, as guarantor of short-
term bank loans of $537,000 of its nonconsolidated sub-
sidiary, BLI Mortgage Company.

BURLINGTON INDUSTRIES, INC. (SEP)

Notes to Consolidated Financial Statements

Note H: Commitments and other matters—Commitments
for property, plant and equipment expenditures amounted to
approximately $62,000,000 at September 28, 1974.

During 1974 the Company made a provision of
$11,300,000 to cover anticipated losses on purchase com-
mitments due to decline in raw cotton market prices.

Effective January 1, 1975, the Company has guaranteed
the vested portion of all Company contributions, or if greater
all credits at December 31, 1973, to the accounts of members
of the Profit Sharing Retirement Plan for hourly-paid em-
ployees. Also beginning that date, the Company has guaran-
teed earnings on its contributions to members’ accounts
equivalent to compound interest at a rate to be approved by
the Company from time to time (6% for calendar year 1975).
The Company’s aggregate contingent liability to the Plan
members as of January 1, 1975 is estimated to be
$3,300,000, with $460,000 to be paid in calendar 1975, as-
suming that the market value of the Plan’s assets at De-
cember 31, 1974 remains the same as at the date the
guarantee was announced. No provision for these contingent
liabilities was recorded in the accounts of the Company at
September 28, 1974.

Certain items in the 1973 financial statements have been
reclassified to place them on a comparable basis with the
classifications used in 1974.

GETTY OIL COMPANY (DEC)

Notes to Financial Statements

Note 13: Other Material Events—On December 18, 1974,
an oil storage tank ruptured causing an oil spill at Mitsubishi
Oil Company, Limited’s refinery located in Mizushima, Japan.
An undetermined quantity of the spilled oil found its way into
the Seto Inland Sea, causing reported damage to fisheries
and marine farming industries. The refinery was shut down
following the spill. The government ordered continuation of
the shutdown pending completion of an investigation. As of
February 7, 1975, operations had not resumed.

Getty Oil owns a 48.7 percent interest in Mitsubishi Oil and
accounts for its interest by the equity method. As Mitsubishi
Oil's financial results are reflected by Getty Oil three months
following the close of Mitsubishi Oil’s fiscal terms, losses due
to the oil spill did not effect Getty Oil's 1974 consolidated net
income. With no reliable appraisal of damage yet available,
Getty Oil cannot at this time estimate the effect the oil spill
may have on its 1975 consolidated net income.

At December 31, 1974, the company’s carrying value of its
investment in Mitsubishi Oil was $6,045,000. In addition, at
December 31, 1974, Mitsubishi Oil had trade and notes pay-
able to the company in the amount of $143,324,000. Based
on information presently available to the company, it is
management’s opinion that Mitsubishi Oil will honor its obli-
gations to Getty Oil.
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HALLIBURTON COMPANY (DEC)

Notes to Financial Statements

Note 11: Ebasco Services Incorporated (Ebasco). On April
24, 1973, the United States Department of Justice filed a
complaint seeking the divestiture of Ebasco which was ac-
quired for cash in January 1973. A preliminary injunction to
which the Company consented has been entered requiring
the Company to hold separate the assets, personnel and
business operations of Ebasco and generally to maintain
Ebasco’s complete integrity as a separate entity pending final
judgment. The Company is contesting the complaint and is
conducting settlement negotiations which have included dis-
cussions of divestiture of Ebasco over a period of years, but
the ultimate outcome of this suit and the settlement negotia-
tions is not now determinable. The results of Ebasco’s opera-
tions are included in the Company’s consolidated statements
from January 1, 1973. If such operating results were ex-
cluded, the consolidated net revenues and net income of the
Company for 1974, on a pro forma basis after elimination of
added interest cost of $3,256,000 and amortization of good-
will of $1,324,000, would be $2,922,484,000 and
$143,040,000 ($7.45 per share), respectively.

HONEYWELL INC. (DEC)

Notes to Financial Statements
(Dollars in Thousands)

Note 12: Contingencies—Honeywell has substantial U.S.
Government contracts and subcontracts, the prices on which
are subject to renegotiation or redetermination. Management
anticipates that refunds, if any, will not have a material effect
on net income.

Honeywell has guaranteed $46,600 of its nonconsolidated
subsidiaries’ and affiliates’ debt.

Certain foreign subsidiaries are contingently liable for re-
ceivables discounted and repurchase commitments with
banks and other financial institutions.

The-French tax authorities are in the process of examining
income tax and value added tax returns of Compagnie Hon-
eywell Bull S.A. for the years 1970 through 1973 and have
proposed certain adjustments which the management of the
subsidiary intends to contest. In the opinion of management,
the proposed adjustments will be resolved in a manner which
will not have a materially adverse effect on the accompanying
consolidated financial statements or on the operating loss
carryforwards reported in Note 10.

Certain debt securities, which may have been forged or
false, were purportedly issued in the name of Honeywell Bull
(Schweiz) A.G., a Swiss subsidiary of Compagnie Honeywell
Bull S.A. The exact amount of these securities has not yet
been determined but it is believed to approximate $10 million.
Based on information presently available, it is the opinion of
management and legal counsel that losses, if any, in connec-
tion with this matter will not have a materially adverse effect
on Honeywell's consolidated financial position.

NATIONAL DISTILLERS AND CHEMICAL
CORPORATION (DEC)

Notes to, Financial Statements

Note 12: Contingencies—The Company has claims
against others, and there are claims by others against it, in a
variety of matters arising out of the conduct of the Company’s
business. Actions against the Company include a class ac-
tion entitled Kors vs. National Distillers and Chemical Corpo-
ration, et al. pending in the United States District Court for the
Southern District of New York. Plaintiff, on behalf of himself
and the purported class, seeks alternatively recision or an
unspecified amount of damages with respect to National’s
exchange in late 1973 (see Note 2) of Almaden common
stock owned by National for outstanding shares of National
common stock based on claimed violations of the Securites
Act of 1933 and the Securities Exchange Act of 1934. Na-
tional, Aimaden and the other defendants in the case have
answered denying the allegations of the complaint. The case
is still in a preliminary stage. In the opinion of National’'s
management, the liability, if any, which might arise from this
case would not have a materially adverse effect on National’s
financial position.

During the period May 15, 1973 through December 31,
1974, the Company’s natural gas liquids were sold at prices
believed to be consistent with regulations, if applicable, of the
Federal Energy Administration. However, the bringing by the
FEA of claims under such regulations against another pro-
ducer (in pending contested proceedings) that overcharges
were made during such period and the seeking of refunds to
customers and possibly statutory penalties raises the possi-
bility that similar claims might be made against the Company.
In the opinion of special counsel, based on facts applicable to
the Company, it is unlikely that such action would be suc-
cessful; however, if it were, the Company estimates that the
maximum amount of its liability would be approximately
$4,000,000 for 1973 and $20,000,000 for 1974. In such
event, reported sales and pre-tax profits for those years
would require appropriate reductions and net income would
be reduced by approximately 50% of any such reductions.

GAIN CONTINGENCIES

Operating Loss or Investment
Credit Carryforwards

CITATION MANUFACTURING COMPANY, INC.
(JUN)

Notes to Financial Statements

Note 6: Income Taxes—The Company and its subsidiaries
are presently undergoing an examination by the Internal
Revenue Service. Proposed assessments, if made, would
increase the Company’s liability for income taxes approxi-
mately $200,000 over amounts previously provided for by the
Company. The Company is contesting the additional as-
sessments and, while the final outcome is undeterminable at
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this time, management believes that final assessments will
not be material. The Company has net operating losses
based on income tax returns as filed which are available to
offset against future taxable income as follows:

Expiration Date Amount
June 30, 1975 $ 11,600
June 30, 1976 133,400
June 30, 1977 32,400
June 30, 1978 370,000
June 30, 1979 577,000

$1,124,400

CONSOLIDATED PACKAGING CORPORATION
(DEC)

Notes to Financial Statements

Note 6: Federal Income Taxes—The Company and its
Subsidiaries file a consolidated federal income tax return. No
federal income tax is payable because of available net
operating loss carryforwards from prior years. The provision
for income taxes includes $200,000 in 1974 and $150,000 in
1973 for state income taxes.

Operating loss carryforwards of approximately $2,700,000
are available to reduce future taxable income. Such carryfor-
wards are subject to examination by the Internal Revenue
Service and if not previously utilized approximately $530,000
expires in 1975 and $2,170,000 in 1976. In addition, the
Company has recorded certain expenses for financial state-
ment purposes which will be deductible for federal income tax
purposes in future years amounting to $2,900,000 at De-
cember 31, 1974.

The Company has investment tax credit carryovers of
$660,000 which are available to reduce future federal tax
liabilities, if any. Such carryovers expire if not previously
utilized as follows: 1975, $130,000; 1976 through 1980,
$325,000; 1981, $205,000.

FALSTAFF BREWING CORPORATION (DEC)

Notes to Financial Statements

Note 8: Income Taxes—The provision (credit) for income
taxes for the years ended December 31, 1974 and 1973
consists of the following:

1974 1973

Current:
Federal .......cooevivinviiiiinn.. $ — $ 50,000
State e 132,000 238,800
Total ...oooviiiiiiii $ 132,000 $ 288,800
Deferred—Federal................... $ 109,000) $(410,800)

For 1974, there was no provision for current Federal in-
come taxes due to net loss. The 1973 provision for current
Federal income taxes was due to the recapture of investment
credit on assets retired.

The provision for state income taxes consists primarily of
taxes paid to those states where a minimum tax is applicable.
Included in the 1973 provision was approximately $144,000
for the settlement of prior years’ tax claims made by various
states.

The Company has operating loss carry-forwards for tax
purposes in the approximate amount of $10,200,000 at De-
cember 31, 1974 expiring $2,300,000 in 1977; $4,800,000 in
1978; and $3,100,000 in 1979.

Tax benefits in the amount of $109,000 in 1974 and
$410,800 in 1973 have been reflected in the accompanying
statement of operations as credits against deferred income
taxes previously provided. To the extent to which the loss
carry-forward benéfit is realized in the future, the credits rec-
ognized in 1974 and 1973 will be reinstated.

MARHOEFER PACKING COMPANY, INC. (OCT)

Noteés to Consolidated Financial Statements

Note 8: Federal Income Taxes—The Company’s federal
income tax returns have been examined through fiscal year
ended October 30, 1971. The Company has available net
operating loss carryovers of approximately $2,430,000 to off-
set otherwise taxable income in future years. These carry-
overs expire as follows:

1976.............. $ 3,000
1977.ccciiiin. $1,300,000
1978...c.cciniit $ 397,000
1979, $ 730,000

Investment tax credits of approximately $54,000 at
November 2, 1974 are also available for direct reduction of
federal income taxes during future years. These credits ex-
pire as follows:

1978 $ 1,300
1979 . $ 19.000
1980.............. $ 7,700
1981......eets $ 26,000

Plaintiff Litigation
AMERICAN BEEF PACKERS, INC. (MAY)

Notes to Consolidated Financial Statements

Note 8 (in part): Commitments and contingencies—The
Company is presently the plaintiff in litigation in connection
with a loss on livestock and a patent infringement on egg
processing patents, part of which are owned by a subsidiary.
Management and counsel have no estimate of the ultimate
recoveries to be realized. The amounts of recovery, if any,
will be recognized in future periods.
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WALT DISNEY PRODUCTIONS (SEP)

Notes to Consolidated Financial Statements

Note 3 (in part): Taxes on Income—The Company also has
substantial claims on file for investment tax credits on theatri-
cal and television film productions under the Revenue Act of
1962, which are currently the subject of litigation. The United
States Court of Appeals for the Ninth Circuit on May 29, 1973
upheld a judgment in favor of the Company rendered by the
United States District Court. On February 19, 1974 the United
States Supreme Court denied the government’s petition for
review and the judgment is now final. The judgment involves
the Company’s claim for a refund with respect to its income
tax return for fiscal year 1962 amounting to approximately
$100,000 plus interest. In addition, the Company received a
favorable decision by the United States District Court on July
11, 1974 in a suit claiming tax refunds aggregating approxi-
mately $6,600,000, exclusive of interest, with respect to films
placed in service during fiscal years 1963 through 1969. On
September 6, 1974 the government filed a notice of appeal
with respect to this decision. In December 1973, the Com-
pany filed a claim for a tax refund for fiscal year 1970 of
approximately $970,000, exclusive of interest and subse-
quently filed a suit in the United States District Court in sup-
port of that claim. These claims will not be reflected in the
Company’s accounts until collection is assured.

GENERAL DYNAMICS CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note A (in part): Summary of Significant Accounting
Policies—Claims Against the U.S. Government—in prior
years, the Corporation provided for substantial cost overruns
on fixed-price ship contracts at its Quincy Shipbuilding Divi-
sion. Prior to the final determination of the provision for cost
overruns on these contracts, the Corporation had determined
that claims, which eventually aggregated over $240 million,
would be filed against the U.S. Navy for added effortimposed
on the Corporation beyond that provided for in the existing
contracts. In order properly to state the provision for cost
overruns at the time, but recognizing the unusual complexity
of the claims and therefore, the uncertainty of the precise
amounts ultimately collectible, $68 million was estimated to
be recoverable for the purpose of caiculating the final provi-
sion. As a result of negotiations through 6 February 1975, the
Corporation has collected $74 million on the claims ($6 mill-
ion of which is included in earnings before Federal income
taxes for 1974). In addition, the Corporation has received
provisional payments of $9 million (included in accounts pay-
able in the 31 December 1974 balance sheet) on the remain-
ing unnegotiated claims totaling $58 million. Amounts result-
ing from future negotiations will be recorded in the period final
settlement is reached.

In 1973, the Pomona Division filed claims totaling $51.1
million with the U.S. Navy on certain missile contracts. These
claims were for added effort imposed on the Corporation by
the U.S. Navy beyond that provided for in the existing con-
tracts. Because of the uncertainty of the amounts to be re-
covered in connection with these claims, no revenue will be
recorded until final settlements are reached.

HMW INDUSTRIES, INC. (JAN)

Notes to Consolidated Financial Statements

Note 10 (in part): Contingencies and Commitments
—Claims asserted by the Company are as follows:

A) The Company has requested approximately $960,000 in
relief from the Department of the Army under Public Law
85-804 based on representations made by Government
personnel during the acquisition of certain assets from
the Company by the Army on July 29, 1971.

B) The Company has instituted legal action seeking an in-
junction and damages for the alleged infringement of the
Pulsar Time Computer patents.

Management is unable to determine the amounts, if any,
which may be realized from these asserted claims.

NORTHROP CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note L (in part): Litigation and contingent liabilities—In an
action filed in Canada, the Corporation claims $17,500,000
against the Canadian Government and the Canadian Com-
mercial Corporation. Approximately $9,000,000 is based
upon the claim that the Canadian Government sold 20 CF-5
aircraft to Venezuela when Venezuela was not an authorized
sales territory under a license agreement granted to the
Canadian Government by the Corporation. The balance of
the claim is mainly for royalties admittedly due from Canada
and for design services performed by the Corporation in re-
configuring the F-5 into a Canadian version and a Dutch
version. No portion of the above claim has been recognized
in the income of the Corporation. The Canadian Government
has filed counterclaims against the Corporation totaling
$26,883,000. Counsel for the Corporation believes these
counterclaims are substantially without merit.

WARNER-LAMBERT COMPANY (DEC)

Notes to Consolidated Financial Statements

Note 6 (in part): Tax Litigation—The Internal Revenue Ser-
vice in its examination of the 1960 Federal income tax return
of Parke, Davis & Company (which was merged with a sub-
sidiary of Warner-Lambert in 1970) made a reallocation of
income between Parke-Davis and its wholly owned sub-
sidiary operating in Puerto Rico. Such reallocation resulted in
the assessment of a tax deficiency and interest for the year
1960 of approximately $990,000 which has been paid. A suit
for refund of the amount paid is pending. The trial date was
postponed and no new date has been set.
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Other

AMPCO-PITTSBURGH CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 3 (in part): Investments—Pursuant to a Stock Pur-
chase Agreement, between the Corporation and A.V.C. Cor-
poration, all of the common and preferred stock held in Mod-
ulus Corporation was sold on October 10, 1974 for
$2,243,937, resulting in an extraordinary credit of $1,060,000
($.37 per share) net of applicable income taxes of $547,437,
of which $72,356 is deferred. A portion of the cash proceeds
($241,189) is being held in escrow and will be released, one-
third in 1975 and two-thirds in 1976, upon satisfaction of
certain warranties. The Corporation may receive an addi-
tional payment not to exceed $321,574, contingent upon the
sum of the net income of Modulus Corporation for the years
1975 and 1976. No recognition has been given to this con-
tingent payment in the determination of the extraordinary
credit.

CYCLOPS CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 8: Contingencies—The Company announced in July,
1974 that following extensive evaluation, it would not under-
take a major capital modernization program, estimated to
cost in excess of $100 million, for the Portsmouth, Ohio plant
of its Empire-Detroit Steel Division. At this time, various alter-
natives relative to the future of this facility are still being
studied.

Depending on the outcome of these studies, there could be
a nonrecurring gain or loss, the potential magnitude of which
is not presently determinable. However, the long-term
economic impact on the Company should be favorable under
any of the alternatives being considered.

LESLIE SALT CO. (DEC)

Financial Review

Commitments and Contingencies (in part)—Options ex-
tending through 1976 have been granted to a non-profit or-
ganization for the acquisition of 38,000 acres of the
Company’s San Francisco Bay Area real property. Exercise
of the options is contingent on the attainment of approvals of
various public agencies. If the options are exercised concur-
rently, the Company would realize gross proceeds aggregat-
ing $17.9 million as well as clarification of permitted uses with
respect to this and other real property not subject to these
transactions.

KENNECOTT COPPER CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 13: Divestiture of Peabody Coal Company—By order
of the Federal Trade Commission, the Company is required
to divest itself of Peabody Coal Company and its subsidiaries
which it acquired in 1968. Legal efforts to retain Peabody
ended during 1974 when the United States Supreme Court
declined to accept the Company’s petition for review of the
case and the Commission declined to reopen the matter.

The Company has entered into conditional letters of intent
for the sale of Peabody with several prospective purchasers.
These letters of intent are contingent upon certain factors
including approval of any purchaser by the Federal Trade
Commission, the arrangement of satisfactory financing by the
purchasers and a detailed review of Peabody’s operations by
prospective purchasers prior to negotiation of a definitive
sales contract. The sales price and other terms of sale vary
among the several agreements entered into to date, how-
ever, in each case such price is presently in excess of
Peabody’s net assets of approximately $771,627,000 in-
cluded in Kennecott's consolidated balance sheet of De-
cember 31, 1974.

For the years 1974 and 1973 the consolidated statements
of income reflect Peabody sales of $504,104,000 and
$381,251,000 and earnings before income taxes, minority
interests, extraordinary items and shutdown expenses during
strikes of $29,304,000 and $7,131,000. in addition, the earn-
ings exclude investment credits and other tax credits gener-
ated by Peabody which Kennecott has utilized as a reduction
of its consolidated U.S. income taxes but which could not
have been so utilized by Peabody on a separate company
basis. (Refer to-Note 9 for information regarding Peabody’s
reserved production payment.)

COMMITMENTS

Capital Expenditures

AMERICAN MAIZE-PRODUCTS COMPANY (DEC)

Notes to Financial Statements

Note H (in part): Commitments—As commented upon in
the “Letter to Shareholders,” in November, 1974, the Board
of Directors approved in principle the construction of a corn
wet milling plant in Decatur, Alabama. The estimated cost of
such plant is approximately $35,000,000. At December 31,
1974, the Company had not entered into any contractual ob-
ligations with respect to such plant.

In connection with a planned expansion at its Hammond
plant of approximately $10,700,000, the Company had en-
tered into contractual obligations for plant construction and
the purchase of equipment amounting to approximately
$3,500,000 at December 31, 1974. In addition, at the same
date, the Company had other contractual obligations for capi-
tal expenditures of approximately $2,300,000.
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ATLANTIC RICHFIELD COMPANY (DEC)

Notes to Consolidated Financial Statements 1974

Note 13 (in part): Other Commitments and Contingen-
cies—On December 31, 1974, a wholly owned subsidiary of
the Company discontinued its participation in a project cover-
ing the construction of a 125,000 barrel a day plant and re-
lated facilities for the production of synthetic crude oil from
Canadian tar sands. The decision was made principally be-
cause of deteriorating economics of the project caused by
rapid inflationary increases in capital and operating costs and
uncertainty as to future prices to be received for the synthetic
crude oil. The ‘Company recorded a consolidated net write-
off, after tax, of $21.7 million in December, 1974.

At December 31, 1974, the commitments of the Company
for construction of facilities, etc. amounted to approximately
$3,100,000,000, including amounts for the Company’s pro-
jected share of the construction of the Trans-Alaska pipeline
including lease commitments for facilities and equipment,
three tankers, investment on the North Slope of Alaska, and
manufacturing facilities, but excluding Canadian tar sands
development. The uncertainties inherent in such projects
may result in curtailment, postponement or cost escalation of
certain of these commitments.

CITY STORES COMPANY (JAN)

Notes to Financial Statements

Note M (in part). Commitments and Other Comments—At
February 1, 1975, the Company had commitments for the
purchase or construction of store properties and fixtures (ap-
proximately $4,650,000) and for the purchase of computer
equipment (approximately $1,300,000). Such commitments
will be fully financed through a 73:% twenty year installment
purchase agreement for the store property, a 2% over prime
nine year financing lease for the store fixtures and a 1% over
prime five year chattel mortgage for computer equipment.
Estimated maturities of the aforementioned obligations in the
next fiscal year will be approximately $150,000.

ELECTRIC HOSE AND RUBBER
COMPANY (AUG)

Notes to Financial Statements

Note 12 (in part): Commitments and contingen-
cies—Commitments for the purchase of property, plant and
equipment for the Nebraska facilities (including unexpended
amounts relating to projects substantially under way)
amounted to $1,200,000 at August 31, 1974. In addition, the
Company has entered into an agreement for the construction
of manufacturing facilities in Olney, Texas, contracted in the
amount of $1,000,000.

GRANITEVILLE COMPANY (DEC)

Notes to Consolidated Financial Statements

Note 10 (in part): Contingent Liabilities and Commit-
ments—On October 23, 1973, the Board of Directors ap-
proved proposed expenditures approximating ten million dol-

lars for the expansion of production facilities. Such commit-
ment was in addition to approximately five million dollars ap-
proved during the period for additions to and replacement of
plant and equipment. Approximately $2,400,000 was ex-
pended in the current period for the expansion project with
estimated future requirements as follows:

1975 ... $6,000,000
1976 ..... 2,000,000
$8,000,000

SAFEWAY STORES, INCORPORATED (DEC)

Financial Review

Commitments—The Company has commitments under
contracts for the purchase of land and for the construction of
buildings. Portions of such contracts not completed at year-
end are not reflected in the financial statements. Such unre-
corded commitments amounted to approximately
$58,575,000 at year-end 1974 as compared to $83,757,000
for 1973.

Financing Agreements
INLAND STEEL COMPANY (DEC)

Notes to Consolidated Financial Statements

Note 10: Commitments and Contingent Liabilities—The
Company is a participant in certain iron ore mining and pel-
letizing ventures and is committed to pay a specified share of
all costs, including interest and payments on long-term debt.
The Company’s portion of the principal payments of one of
these ventures will approximate $1,000,000 annually over
the next 17 years. The financing agreement relating to the
expansion of another venture will require principal payments
by the Company of approximately $3,800,000 per year from
1975 through 1981.

Contingent liabilities of subsidiaries, including mobile home
floor plan financing and letters of credit maintained by hous-
ing subsidiaries, approximated $14,738,000 at December 31,
1974.

For the years 1962 through 1969, several issues concern-
ing the Federal income tax returns of the Company and its
subsidiaries are under consideration by the Internal Revenue
Service, either as a result of claims for refund by the Com-
pany or as proposed adjustments arising in the regular ex-
aminations of the Company'’s returns. While the ultimate re-
solution of the Company’s contest of these issues cannot be
precisely determined at this time, appropriate tax provisions
have been made with respect to these years so that final
determination of its Federal income tax liabilities for these
years will not materially affect the consolidated financial posi-
tion of the Company.

The Company is involved in various lawsuits, including en-
vironmental suits affecting the East Chicago steel plant and
certain land of the Company held for future development. It is
the opinion of management that this litigation will be resolved
without material effect on the consolidated financial position
of the Company.
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INTERLAKE, INC. (DEC)

Notes to Consolidated Financial Statements

Note 9: Commitments—With respect to the Company’s in-
terest in two mining joint ventures, the Company is required
to take its ownership proportion of production for which it is
committed to pay its proportionate share of the operating
costs of these projects, either directly or as a part of the
product price. Such costs include, as a minimum and regard-
less of the quantity of ore received, annual interest and sink-
ing fund requirements of the funded debt of these projects of
approximately $3,500,000 through 1983, and lesser amounts
thereafter through 1991.

Noncancelable leases for pollution control facilities have
been capitalized. All other lease commitments, considered in
the aggregate, are not material in relation to the operations of
the Company.

KAISER ALUMINUM & CHEMICAL
CORPORATION (DEC)

Notes to Financial Statements
(Thousands of Dollars)

Note 14 (in part): Commitments and Contingencies—The
Corporation has financial commitments, including purchase
agreements, tolling arrangements, sales contracts, guaran-
tees, and commitments to construct pollution control
facilities; and is a joint venturer in real estate projects.

Long-term contracts include agreements for the tolling of
bauxite into alumina by Queensland Alumina Limited (Au-
stralia) (32.3% owned), under which the Corporation is obli-
gated to pay its proportionate share ($108,000) of the debt of
Queensland Alumina Limited as well as certain other costs
and expenses; for the acquisition of alumina from Alumina
Partners of Jamaica (36.5% owned), under which the Corpo-
ration is obligated to pay its proportionate share ($89,500) of
the debt as well as its share of the operating costs of the
partnership; for the tolling of alumina into aluminum by Volta
Aluminium Company Limited (Africa) (90% owned); and for
the supplying of alumina and aluminum with other affiliates.
In addition, the Corporation has guaranteed certain debts of
affiliates and former affiliates and has commitments to make
additional investments in and advances to affiliates.

Purchase Of Inventories

CROWN CENTRAL PETROLEUM
CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note K: Contingencies and Commitments—In connection
with a planned refinery to be built in the Baltimore Harbor
area, a wholly-owned subsidiary had 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 subsidiary has
filed suit to have such contract declared null and void and/or
cancelled and to recover the $1,000,000 on the grounds that
such lands were subject to certain material encumbrances
and/or defects. In the opinion of management and legal

counsel for the Company, the Company has no liability under
such contract, although the probability of recovery of the de-
posit by the subsidiary cannot be determined at this time.

The Company has a contract with The Nigerian National
Oil Corporation for the purchase of 30,000 barrels per day of
crude oil during 1975 and the first nine months of 1976, sub-
ject to price renegotations on a quarterly basis. The Com-
pany has provided an unconditional letter of credit in an
amount up to $11,430,000 for performance under this con-
tract.

CUMMINS ENGINE COMPANY, INC. (DEC)

Notes to Consolidated Financial Statements

Note 10 (in part): Leases, Commitments, and Contingent
Liabilities—A major U.S. supplier may require the Company
to acquire, at book value ($1.9 million at December 31,
1974), one of its subsidiaries which supplies the Company
with engine blocks and other castings.

The contract with a foreign engine parts supplier requires
that the Company take minimum quantities at prices
negotiated annually, or pay 45% of the difference between
purchases and the minimum. Should the Company terminate
the agreement, it will pay the supplier book value of plant and
equipment acquired for the manufacture of these parts.

Commitments for additional plant, property and equipment
for 1975 totaled approximately $33,000,000 at December 31,
1974. In addition, there is a further commitment of
$15,000,000 to equip the new components plant by De-
cember 31, 1977.

Additional Payments Based on Future
Earnings Of Acquired Companies

AKZONA INCORPORATED

Notes to Financial Statements

Note 2 (in part): Acquisitions and other changes—In con-
nection with the purchase of Armak Company and Armira
Corporation in January, 1971, the Company is committed for
contingent payments to a maximum of approximately
$7,250,000, based upon earnings of the businesses through
1975. As of December 31, 1974, the Company has paid or
accrued approximately $5,100,000. Such additional pay-
ments are included with property, plant and equipment and
are depreciated over the remaining useful life.

CUTLER-HAMMER, INC. (DEC)

Notes to Consolidated Financial Statements

Note 4 (in part): Acquisitions—Under the terms of a purch-
ase agreement for the acquisition of a subsidiary in 1971, the
original purchase price may be incrementally increased by an
additional $3,200,000 for achievement of a given cumulative
level of sales through 1976. As of December 31, 1974, there
are no requirements for payment under this provision of the
agreement, and it is estimated by the Company that future
payments, if any, will not be significant.
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Sales Agreement
LEHIGH PORTLAND CEMENT COMPANY (DEC)

Notes to Consolidated Financial Statements

Note 9: Commitments and Contingencies—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 required to pur-
chase at book value the equipment used at that location. The
book value of the equipment, which is depreciated on an
accelerated basis, aggregated $4,900,000 at December 31,
1974.

Lehigh has guaranteed certain site development loans
made in conjunction with the Iron Run real estate develop-
ment undertaken in 1972 as a joint venture between one of its
wholly-owned subsidiaries and another company. The
guaranty covers the venture’s line of credit with a bank for
$2,500,000. Loans outstanding under the line at December
31, 1974, totaled $484,000. The joint venture has obtained
construction loan commitments in the amount of $1,200,000.
Loans outstanding under the commitments at December 31,
1974 totaled $1,029,000.

During 1973, Lehigh entered into an agreement for the sale
of a parcel of non-operating real estate to an independent
real estate development company for $6,500,000. At De-
cember 31, 1973, a down payment of $650,000 had been
received. An additional down payment of $225,000 was re-
ceived during 1974. These payments have been included in
deposits and other non-current items in the accompanying
consolidated balance sheets. If the sale is not consummated,
which is currently uncertain, the down payment is not refund-
able. In consideration of Lehigh’s extending the original clos-
ing date, the purchase price has been increased to
$6,985,000 and in addition the buyer is paying Lehigh ap-
proximately $61,000 a month in option consideration which is
nonrefundable.

The balance of the sales price under the amended agree-
ment is due at the closing, scheduled to occur no later than
September 30, 1975. Lehigh's cost basis in-the property is
approximately $1,700,000. In accordance with generally ac-
cepted accounting principles pertaining to real estate trans-
actions 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 equity interest therein.

The company is expanding the production capacity of its
Mitchell, Indiana cement plant. The project is expected to be
completed in 1976 and is estimated to cost approximately
$12,700,000. Expenditures on the project to December 31,
1974 aggregated approximately $400,000.

Lehigh is a named defendant in certain legal actions aris-
ing in the ordinary course of its business. In the opinion of
management of the company, damages arising from such
actions, if any, would not be material to the company’s finan-
cial position or results of operations.

TABLE 1-13: SUBSEQUENT EVENTS

1974 1973 1972 1971
Companies Disclosing Subsequent

Events Listed Below:
Debt incurred reduced or

refinanced ................ 48 28 28 24
Business combinations pend-

ing or effected........... 23 44 51 45
Litigation ..................... 20 9 ya 14
Sale of assets................ 13 19 37 22
Employee benefits ........... 12 15 1 14
Stock splits or dividends .... 8 13 23 27
(011171 SO 29 24 58 25

SUBSEQUENT EVENTS

Events or transactions which occur subsequent to the bal-
ance sheet date but prior to the issuance of the financial
statements and which have a material effect on the financial
statements should be either reflected or disclosed in the
statements. Section 560 of Statement on Auditing Standards
No. 1 sets forth criteria for the proper treatment of subse-
quent events.

Table 1-13 classifies disclosures of subsequent events in-
cluded in the 1974 annual reports of the 600 survey com-
panies.

Examples of subsequent event disclosures follow.

Contingency

AMERICAN HOSPITAL SUPPLY
CORPORATION (DEC)

Notes to Financial Statements
Note H: Food and Drug Administration Matters:
1. Initial Recall

On January 14, 1975, the McGaw Laboratories Division
halted production of irrigating solutions at its Milledgeville,
Georgia plant and expanded a recall of these solutions which
it had initiated in November of 1974. A provision of $600,000
after taxes has been charged in the 1974 financial state-
ments to reflect the estimated costs associated with the re-
call.

2. Subsequent Events

On February 13, 1975, following advice from the Food and
Drug Administration on the previous day raising questions as
to the adequacy of some Milledgeville sterilization equipment
and related procedures, AHSC agreed to halt production of
intravenous solutions and related sterile drug products at its
Milledgeville plant and to recall all such products which were
manufactured at that location. No contamination has been
found in the Milledgeville intravenous solutions nor have
there been reports of patient harm or adverse reaction to any
of these products.
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The cost of the recall (excluding the effect of suspended
shipments) is estimated to be $3 million after taxes and will
be charged against 1975 first quarter operations.

As of February 13, 1975, the FDA is continuing its evalua-
tion of McGaw’s manufacturing procedures at the Glendale,
California plant which remains in operation. It is not possible
at this date to predict the outcome of this evaluation or the
impact of the Milledgeville suspension on 1975 operations. It
is the opinion of management and its counsel that the ulti-
mate resolution will not have a material adverse effect on the
financial position of AHSC.

Litigation
THE AMERICAN SHIP BUILDING COMPANY (SEP)

Notes to Consolidated Financial Statements

Note 6: SEC Action—In August, 1974, the Company and
its chief executive officer pleaded guilty to charges of conspir-
ing to make corporate political campaign contributions and of
arranging a corporate political contribution to a Congres-
sional candidate. Fines of $20,000 and $15,000 were im-
posed upon the Company and its chief executive officer re-
spectively. In April, 1974, in a related proceeding, the
Company’s executive vice president pleaded guilty and was
fined $2,500 on charges of being an accessory after the fact
to an illegal $25,000 corporate contribution to the presidential
re-election campaign in 1972.

In October, 1974, in a proceeding relating to the corporate
political campaign contributions, an action filed by the Secu-
rities and Exchange Commission against the Company and
its chief executive officer was terminated by entry of settle-
ments by consent. Without admitting or denying the allega-
tions of the complaint and without trial or adjudication of any
issue of fact or law, the Company and its chief executive
officer each consented to the entry of a judgment and order of
the Court permanently enjoining each from violations of the
reporting and proxy provisions of the Securities Exchange
Act of 1934 and from making inaccurate entries in the books
and records of the Company.

In October, 1974, in connection with the Commission ac-
tion, the Board of Directors adopted a resolution establishing
a Special Review Committee consisting of a chairman unaf-
filiated with the Company (Allan Kenneth Shaw, a retired
banker), and two independent members of the Board of Di-
rectors (Messrs. Sobel and Nederlander), to review the
Company’s books and records with respect to any unau-
thorized expenses charged thereon since September 1,
1970, and then to report promptly to the Board of Directors its
findings and recommendations. The Board of Directors, after
independent review of the report, will take such action as it
deems necessary and appropriate to implement the
Committee’s findings and recommendations, which will be
advisory rather than mandatory; no member of the Board of
Directors who the Committee finds participated in the ac-
tivities alleged in the complaint will participate in the Board of
Directors’ consideration of the report. As of December 17,
1974, the Committee had not completed its review. The
Committee’s report also will be filed with the Court and with
the Commission, on or before February 4, 1975, unless an
extension of time for such filing is requested by the Commit-
tee and is consented to by the Commission. The Commission

will review the Committee’s report and the Board of Directors’
action thereon, and may determine to seek other or further
relief from the Court.

The Board of Directors has not yet determined whether the
Company will seek reimbursement for its fine, or for the legal
fees and expenses paid on behalf of its employees and itself
from any persons in connection with the foregoing legal pro-
ceedings. These legal fees and expenses aggregated ap-
proximately $400,000 and have been expensed in the 1974
consolidated statement of income. The return of the $25,000
corporate contributions to former President Nixon's re-
election campaign in 1972 has been requested, together with
the return of $75,000 contributed by Mr. Steinbrenner with his
personal funds. As of December 17, 1974, neither the corpo-
rate funds nor Mr. Steinbrenner’s personal funds have been
returned. The Board of Directors has not yet determined
whether the Company will seek reimbursement of corporate
funds used for political contributions to Congressional cam-
paigns. Such matters will be considered by the Committee
and by the Board of Directors, in connection with its indepen-
dent review of the Committee’s report.

Mr. Steinbrenner also entered into an undertaking to reim-
burse the Company, if and as determined by the Board of
Directors after its review of the Committee’s report. Pursuant
to Mr. Steinbrenner’s instructions in January, 1974, the Com-
pany has been setting aside one-half of his net salary as a
contingent reserve for his reimbursement, if any.

The Company’s Federal income tax returns for the three
fiscal years ended September 30, 1972, are now under ex-
amination by the Internal Revenue Service Intelligence Divi-
sion. The potential financial liabilities arising from a finding
that those deductions and any comparable deduction taken
for the fiscal year ended September 30, 1973, should be
disallowed, would be approximately 50% of the aggregate
amount of the payments so deducted, although the actual
liability may be more if the Internal Revenue Service were to
seek to impose additional penalties and were successful.

MCA INC. (DEC)

Notes to Consolidated Financial Statements

Note 4 (in part): Income Taxes—The Company filed suit on
February 19, 1975 in the Federal District Court to seek a
refund of approximately $13,000,000 of federal income
taxes, plus interest, for the period 1962 through 1970. The
suit is based on the Company’s previously filed refund claims
in which it took the position that it was entitled to the invest-
ment tax credit on eligible theatrical and television films under
the Revenue Act of 1962. Another film producer brought suits
on this matter which have been decided in the producer’s
favor; the application of the decisions in those cases to the
Company’s suit has not been established. If the Company
succeeds, the suit also could establish the existence of in-
vestment tax credit carryovers aggregating a maximum of
approximately $32,000,000, subject to various applicable
statutory limitations. The Company has not reflected the re-
fund claims, any interest thereon, or the application of the
investment tax credit carryovers in its accounts and presently
does not intend to do so until the matter has been favorably
and finally resolved. The Company intends to use a portion of
the carryovers from the years 1962 through 1970 in its 1974



Subsequent Events 79

federal income tax return; the effect would be that approxi-
mately $9,000,000 of the amount shown as income tax liabil-
ity on the Balance Sheet would not be currently payable.

Except for the above mentioned refund claims, the
Company’s federal income tax returns have been settled
through 1971 and all assessments have been paid.

NABISCO, INC. (DEC)

Notes to Financial Statements

Litigation—On January 22, 1975 a verdict for damages in
the amount of $3.3 million was awarded by a jury to Ralston
Purina Company arising out of a lawsuit initiated in June,
1973 in connection with a contract entered into by a sub-
sidiary of Nabisco to acquire a manufacturing facility from
Ralston Purina Company in 1972.

In the opinion of management and outside counsel, the
Company is not liable for damages in this action and valid
legal grounds exist to warrant a reversal of this judgment. No
provision has been reflected in the accounts.

Various other legal actions, governmental proceedings and
claims are pending against the Company and certain of its
subsidiaries. Although the amount of liability at December 31,
1974 with respect to such matters cannot be ascertained, in
the opinion of Nabisco management the ultimate liability, if
any, from all pending legal and government proceedings and
other claims will not materially affect Nabisco’s financial posi-
tion or the results of its operations.

OCCIDENTAL PETROLEUM CORPORATION (DEC)

Notes to Consolidated Financial Statements

Note 16: Events subsequent to date of auditors’
report—On March 10, 1975, Nelson Bunker Hunt filed an
action in the United States District Court for the Southern
District of New York against Occidental, seven major interna-
tional oil producers and two other Libyan producers. The
plaintiff's concessionary interest in Libya was nationalized
and his claims arise out of a mutual assistance agreement
made in 1971 which is no longer in effect. The plaintiff claims
to have been damaged by unreasonable restraint of trade
relating to an alleged course of conduct followed by the
seven major international oil companies in connection with
their operations both in Libya and the Persian Gulf as well as
to an alleged failure of all the defendants to comply with their
obligations under the mutual assistance pact to supply oil and
to request Libya to provide Hunt with similar terms of settle-
ment and to an alleged concurrence in a limitation on the
resale of the crude oil to be supplied to Hunt under the pact.
The plaintiff has not fully defined his damages but claims
treble damages for loss of profit of not less than $125 million
for crude oil allegedly covered by the pact, or for loss of profit
on reserves nationalized by Libya which is claimed to be
5,500,000,000 barrels. The pact provides for liquidated dam-
ages for any crude oil that may not have been delivered. It is
the opinion of Occidental’'s special counsel that Occidental

has meritorious defenses to the various claims and should
not incur any material liability with respect thereto.

Legislation has been passed by Congress and awaits ac-
tion by the President which would substantially reduce
statutory depletion for oil and gas production in the United
States. Included in property, plant and equipment in the ac-
companying balance sheet at December 31, 1974, are un-
amortized costs for domestic oil and gas properties of approx-
imately $67,000,000, which have been capitalized for finan-
cial reporting purposes, but which have been deducted for
income tax purposes. Should such legislation become law, a
deferred tax liability relating to a substantial portion of these
capitalized costs could be required based on statutory rates
because of the reduction in the depletion allowance. If this
legislation becomes law, and until the accounting require-
ments which will result from this legislation are determined, it
is not known to what extent a deferred tax liability would have
to be provided for financial reporting purposes and whether
or not retroactive accounting will be required. If retroactive
accounting is required, the effect on income for 1973 and
1974 would not be material.

Credit Agreements

BROCKWAY GLASS COMPANY, INC. (DEC)

Notes to Financial Statements

Note 9: Subsequent Event—On January 31, 1975, the
Company entered into a new unsecured $36,000,000 Credit
Agreement with several banks. Under a revolving credit ar-
rangement, the banks agree to lend to the Company during
the following three years sums evidenced by Revolving Cre-
dit Notes, not to exceed $36,000,000 bearing interest at the
prime rate from time to time of the major lending bank.

At the expiration of the revolving credit arrangement, or at
any time prior thereto when the Company shall be indebted to
the banks for the full amount of the commitment, the Com-
pany may replace all of the Revolving Credit Notes then out-
standing (or such lesser amount thereof as the Company
may request) with Term Notes. The Term Notes will mature in
five consecutive equal annual installiments, payable in each
year, commencing in 1979. Such Term Notes will bear in-
terest to January 31, 1980, at V4 of 1% above the prime rate
from time to time of the major lending bank and 'z of 1%
above such prime rate thereafter.

The Credit Agreement also provides for the payment of a
commitment fee of 2 of 1% per annum on the daily average
unused amount of the commitment of the banks during the
revolving credit arrangement.

The Credit Agreement requires the Company to make cer-
tain representations at the date of each borrowing under the
revolving credit arrangement and at the time of execution of
the Term Notes.

The Credit Agreement provides, among other conditions, a
restriction on the payment of cash dividends under which, if
the Credit Agreement had been in effect at December 31,
1974, $14,929,000 of retained earnings at that date would be
free of this restriction.
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MONSANTO COMPANY (DEC)

Notes to Financial Statements
(Dollars in milliohs, except per share)

Bank Credit Agreements—On March 1, 1973, the Com-
pany arranged with 16 banks for domestic short-term bank
credit facilities of $100.0. Interest on loans under these
facilities would have been related to the prime commercial
rate of each bank. No borrowings were made under these
loan arrangements.

On January 15, 1975, the credit facilities discussed above
were replaced by new domestic credit facilities aggregating
$230.0 with 19 banks. These arrangements provide $115.0
under a revolving credit-term loan agreement plus an addi-
tional $115.0 of short-term lines of credit. Loans under the
revolving credit-term loan agreement will bear interest related
to the prime commercial rate of the agent bank, First National
City Bank, New York; loans under the short-term lines of
credit will bear interest related to the prime commercial rate
of the various banks. No borrowings were made under either
of these loan arrangements through February 14, 1975.

THE SHERWIN-WILLIAMS COMPANY (AUG)

Notes to Consolidated Financial Statements

Note H: Subsequent Events—On September 3, 1974, the
Company entered into a $75,000,000, seven-year credit
agreement with a group of nine banks. The agreement estab-
lishes a three-year standby credit, permitting the Company to
borrow and repay as its requirements dictate during the
period ending October 3, 1977. On that date, the Company
will have the option to convert all or any part of the outstand-
ing borrowings to a four-year term loan.

On October 11, 1974, the Company sold at a substantial
gain its titanium dioxide pigment operations located at Ash-
tabula, Ohio.

Capital Stock

BAKER OIL TOOLS, INC. (SEP)

Notes to Financial Statements

Note 3 (in part): Shareholders’ Equity—In October 1974
nonqualified options for 127,423 shares of common stock
were granted and, the Board of Directors authorized, subject
to shareholder ratification, 1) an additional 250,000 shares
for granting under the stock option plans and, 2) an Em-
ployee Stock Purchase Plan under which up to an aggregate
of 250,000 shares of the Company’s common stock would be
authorized for sale to employees. The number of shares sub-
ject to each option under the Stock Purchase Plan is deter-
mined on the date of grant and reflects the employee’s an-
nual contribution, of up to 10 percent of regular pay, divided
by 85 percent of the fair market value of a common share at
the date of grant. Grants of options under the Plan are to be
made annually, and each option is to be exercised one year
from the date of grant at a price to be the lower of 85 percent
of the fair market value on the date of grant or the date of
exercise.

BATES MANUFACTURING COMPANY,
INCORPORATED (DEC)

Notes to Consolidated Financial Statements

Note 10: Common Stock Subscription Offering—As a re-
sult of the settlement in October 1974 of a stockholders’ de-
rivative and class action commenced in May 1973, and
amended in July 1974, in the United States District Court for
the Southern District of New York against Bates, certain of its
Directors, Arcs Equities Corp. and Federated Capital Man-
agement Associates, Inc., as referred to in Note 4, the Com-
pany issued to holders of shares of its common stock of
record at the close of business on February 14, 1975 trans-
ferable warrants evidencing rights to subscribe for an aggre-
gate of 244,652 additional shares of common stock from the
Company’s treasury at $14.25 per share, at the rate of one
share for each three shares so held of record. The subscrip-
tion rights offering was completed on March 6, 1975 with a
total of 230,428 shares of common stock subscribed for pur-
suant to the basic subscription privilege. The remaining bal-
ance of 14,224 shares of common stock was allotted among
oversubscriptions on a proportional basis.

FALSTAFF BREWING CORPORATION (DEC)

Notes to Financial Statements

Note 4: Proposed New Issue of Preferred Stock—On
March 10, 1975, the Company entered into an Agreement
with a private investor, which, if approved by the Company’s
shareowners, at its annual meeting on April 28, 1975, will
provide $10,000,000 in cash, by means of selling to the in-
vestor 100,000 shares of a new issue of Class A convertible
preferred stock at a par value of $100 per share. The Agree-
ment also provides, among other things, for the guarantee by
the investor of up to $10,000,000 of accounts payable, which
by reason thereof, the investor will be given a five year option
to purchase an additional 100,000 shares of a new Class B
non-voting convertible preferred stock at par value of $100
per share. The present common shareowners will be ex-
tended the right to purchase, at par, one share of the new
Class A convertible preferred stock for each 40 shares of
common stock presently owned, with the further right to
purchase at par one additional share of the Class B converti-
ble preferred stock for each share of Class A convertible
preferred stock held at the time the aforementioned option
granted to the investor is exercised.

Both classes of preferred stock will be convertible at any
time into 22.5 shares of the Company’s common stock. Di-
vidends will be at the rate of $6 per share, but only payable to
the extent that the net earnings of the Company, after deduct-
ing therefrom reserves established by the Board of Directors
for capital improvements and other corporate purposes, shall
be sufficient for such payment. The voluntary and involuntary
liquidation preference will be $100 per share. Each share of
Class A convertible preferred stock will have 45 votes. The
Class B convertible preferred stock is to be non-voting.
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NATIONAL STEEL CORPORATION (DEC)

Notes to Financial Statements

Note I: Subsequent Events—The Corporation has made
tentative arrangements with several insurance companies for
an 85% owned subsidiary, National Steel Pellet Company, to
borrow $200,000,000 (with interest at 10%) for the purpose of
expanding its iron ore pelletizing facility in Minnesota. Such
arrangements provide for the repayment of the debt in four-
teen equal annual instaliments during the years 1980 through
1998. In addition, on February 19, 1975 the Board of Direc-
tors of the Corporation approved a major expansion program
providing for the construction of steel producing facilities at
an estimated cost of approximately $1,000,000,000.

At the February 19, 1975 meeting, the Board of Directors
adopted, subject to shareholder approval, a stock option plan
for officers and key employees of the Corporation. The plan
authorizes the Executive Committee of the Board of Directors
to grant qualified and/or nonqualified options (for terms up to
five and ten years respectively) to purchase a maximum of
700,000 shares of Capital Stock at prices not less than the
fair market value of such shares on the dates the options are
granted. The plan also provides that the Committee may
grant stock appreciation rights to the holders of the options.
Such rights are exercisable only to the extent the related
option is exercisable and if the rights are exercised the re-
lated option must be surrendered to the Corporation. The
rights entitle the holder to receive an amount from the Corpo-
ration measured by the excess of the fair market value of the
Corporation’s Capital Stock over the option price. Payment of
such amount may be in shares of Capital Stock or at the
Committee’s discretion, in cash or partly in cash and partly in
shares. '

Other

THE BENDIX CORPORATION (SEP)

Notes to Consolidated Financial Statements

Subsequent Event—During November 1974, the Federal
Trade Commission (FTC) gave final approval to an agree-
ment to settle a challenge by the FTC of the acquisition of the
net assets and business of Fram Corporation (Fram), ac-
quired by the Corporation in June 1967. Under this agree-
ment, certain operations of the Corporation and Fram will be
transferred to a new company (the New Company) within six
months. The New Company will be divested by the Corpora-
tion within two years by transferring the stock of the New
Company to the stockholders of the Corporation or by selling
the stock of the New Company to the public, or a combination
thereof. See “Divestiture,” page 25. (The financial data con-
tained in such section on page 25 is unaudited.)

Financial Review (Page 25)

Divestiture—Pursuant to an agreement with the Federal
Trade Commission, which settled the challenge to the
Corporation’s 1967 acquisition of Fram Corporation and for
which final approval was obtained in November 1974, certain
operations of the Corporation and of Fram Corporation are to
be transferred to a new company (the New Company) within

six months. The New Company is to be divested by the Cor-
poration within two years by transferring the stock of the New
Company to the stockholders of the Corporation or by selling
the stock of the New Company to the public, or a combination
thereof. Under the agreement the Corporation will generally
be prohibited from competing in the United States with the
New Company for two years after the divestiture. In addition,
under the agreement the Corporation will not be permitted,
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