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PREFACE

Accounting Trends & Techniques— 1978, Thirty-second 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 25, 1977 and January 31, 1978.

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. 413 of the 
companies were listed in the twenty-first (1967) edition and each retained the number assigned in that 
edition. The other 187 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 833 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 Information 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 acknowledgement is due to James D. Blum, CPA; J. Richard Chaplin, CPA; Gregory Frydman, 
CPA; William A. Godla, CPA; Phyllis C. Johnson, CPA; Kevin J. McGrath; Joseph M. Nestor, CPA; and 
John G. Pate, Jr., CPA for their assistance in the analysis of the financial reports and preparation of the 
manuscript.

George Dick, Director, Technical Information Division 
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
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TABLE 1-1: INDUSTRY CLASSIFICATIONS Section 1: General
1977 1976 1975 1974

Foods:
Meat products................ 9 9 9 11
Dairy products................ 5 5 5 5
Canning,, etc................... 9 9 10 9
Packaged and bulk ........ 20 19 19 21
Baking ............................ 5 5 5 5
Sugar, confections, etc.. 6 7 7 6

Beverages ............................ 6 6 6 6
Tobacco products................. 7 7 7 8
Textiles ................................. 30 29 30 29
Paper products...................... 15 16 16 16
Printing, publishing.............. 7 8 8 7
Chemicals.............................. 23 25 25 25
Drugs, cosmetics, etc.......... 21 20 19 19
Petroleum ............................ 25 27 27 27
Rubber products, etc............ 9 9 9 10
Shoes - manufacturing, mer­

chandising, etc................  8 8 8 8
Building:

Cement ........................... 3 4 4 5
Roofing, wallboard........ 12 11 12 12
Heating, plumbing.......... 7 7 7 7
Other ................................ 18 17 18 16

Steel and Iron........................ 21 23 23 23
Metal - nonferrous.............. 17 18 19 18
Metal fabricating................. 11 9 11 13
Machinery, equipment and

supplies............................ 33 37 37 39
Electrical equipment,

appliances ...................... 20 17 17 17
Electrical, electronic

equipment ...................... 34 37 37 38
Business equipment and

supplies............................ 17 15 13 13
Containers - metal, glass,

etc...................................... 8 8 8 8
Autos and trucks (including

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

aerospace ........................ 17 16 16 16
Railway equipment, ship-

building, etc..................... 7 7 7 7
Controls, instruments, medi­

cal equipment, watches
and clocks, etc................ 15 16 14 13

Merchandising:
Department stores.......... 12 12 12 12
Mail order stores, vari­

ety stores.................. 2 2 3 4
Grocery stores................ 14 15 15 16
Other ................................ 10 10 10 9

Motion pictures,
broadcasting................... 6 6 6 6

Widely diversified, or not
otherwise classified...... 88 81 78 75

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

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

COMPANIES SELECTED FOR SURVEY

Practically all 600 companies included in the survey are 
registered with the Securities and Exchange Commission 
and are reported 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 value of revenue.

TABLE 1-2: REVENUE OF SURVEY COMPANIES

Less than $100,000,000 ...
1977101 1976

106
1975101 1974

93
Between $100,000,000 and 

$500,000,000 .............. 153 159 178 199
Between $500,000,000 and 

$1,000,000,000 ......... 96 97 98 89
Between $ 1 ,000 ,000 ,000  

and $2,000,000,000 ... 110 113 102 114
More than $2,000,000,000 140 125 121 105
Total Companies.................... 600 600 600 600

1



Section 1: General

INFORMATION REQUIRED BY 
RULE 14C-3 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:

1. “certified” comparative financial statements
2. a 5 year summary of operations
3. a management’s analysis of the summary of operations
4. a brief description of the company’s business
5. a 5 year line of business breakdown
6. identification of the company’s directors and executive of­

ficers and their principal occupation.
7. a statement of the market price range and dividends paid 

on voting securities for each quarterly period during the 
past 2 fiscal years.

In order to make the Securities and Exchange Commission 
reporting requirements similar to those set forth by the Finan­
cial Accounting Standards Board in Statement of Financial 
Accounting Standards No. 14, the SEC issued Regulation 
S-K which requires a presentation of business segment in­
formation rather than line of business information.

Examples of items 2, 3, 4, and 7 follow. Examples of busi­
ness segment disclosures are presented on pages 16-41.

F ive  Y e a r S u m m a ry  o f  O p e ra tio n s

BIRD & SON, INC. (DEC)

Five Year Comparative Record 
Summary of Earnings

Net sales:

1977 1976 1975
($000)

1974 1973

Building materials............................................................. $209,414 $176,801 $134,827 $128,174 $103,794
Paperboard products......................................................... 13,147 13,838 13,150 15,152 11,349
Machinery ........................................................................ 54,237 45,562 43,420 30,857 21,651

276,798 236,201 191,397 174,183 136,794
Cost of sales........................................................................... 210,468 175,209 132,665 125,218 99,352
Selling, general and administrative expenses................... 29,448 26,156 20,703 18,682 16,619
Royalty income........................................................................
Earnings before income taxes:

(1,066) (1,155) (691) (486) (403)

Building materials............................................................. 24,139 23,951 27,876 23,084 17,494
Paperboard products........................................................ 404 1,105 1,776 1,980 429
Machinery ........................................................................ 13,405 10,935 9,068 5,705 3,303

Operating profit....................................................................... 37,948 35,991 38,720 30,769 21,226
Interest expense..................................................................... (460) (331) (92) (96) (98)
Interest income....................................................................... 105 253 467 405 477
Cooperative office expense.................................................. (4,256) (3,864) (3,265) (2,964) (2,500)

33,337 32,049 35,830 28,114 19,105
Income taxes........................................................................... 16,595 16,043 17,693 13,700 9,493
Net earnings...........................................................................
Assets used in the business:

$ 16,742 $ 16,006 $ 18,137 $ 14,414 $ 9,612

Building materials ........................................................... $ 76,729 $ 64,908 $ 47,662 $ 44,713 $ 37,614
Paperboard products....................................................... 8,836 7,989 8,000 7,939 7,048
Machinery ....................................................................... 40,171 36,205 33,628 27,086 18,676
Corporate assets.............................................................. 10,727 11,114 19,518 15,190 13,079

$136,463 $120,216 $108,808 $ 94,928 $ 76,417

2



Information Required By SEC Regulations

CONGOLEUM CORPORATION (DEC)

Summary of Operations
T h e  fo llow ing is a  s u m m a ry  o f co n so lid a ted  o p era tio n s  o f 

C o n g o le u m  C o rp o ra tio n  fo r th e  five  y e a rs  e n d e d  D e c e m b e r  
3 1 ,  1 9 7 7 . T h is  s u m m a ry  o f o p era tio n s  sh ou ld  b e  re a d  in co n ­
junction  w ith  th e  co nso lida ted  fin an c ia l s ta te m e n ts  an d  th e  
re la ted  n o tes  included e ls e w h e re  in th is  report.

(Dollars in thousands except per share data) 1973 19741 1975 1976 19772
Net Sales.............................................................................................  $238 ,483  $2 44 ,2 87  $2 72 ,0 00  $284 ,735  $375 ,466
Royalties.............................................................................................  3 ,9 48  5 ,5 50  6 ,9 83  10 ,080 13 ,163

Total Revenues............................................................................. $242,431 $249 ,9 37  $278 ,983  $294 ,815  $388 ,629
Cost of Sales......................................................................................  172 ,756 20 9 ,33 3  219 ,182  224 ,028  285 ,770
Operating Expenses...........................................................................  30 ,503  31 ,395  34,441 38 ,805  55 ,023

Operating Income.......................................................................  $ 3 9 ,352  $ 9 ,2 09  $ 25 ,3 6 0  $ 32 ,982  $ 47 ,836
Interest Expense................................................................................  $ 3 ,4 58  $ 6 ,3 45  $ 5 ,1 92  $ 2 ,0 64  $ 1 ,734
Income Taxes ..................................................................................... $ 1 7 , 8 1 0  $ 3,531 $ 11 ,985 $ 17 ,400 $ 24 ,900
Income from Continuing Operations.............................................  $ 2 0 ,573  $ 4 ,1 46  $ 13 ,354 $ 17 ,339 $ 24 ,740
Income (Loss) from Discontinued Operations............................  1 ,616 (3 ,618 ) (3 ,796 ) (19 ,500) —
Patent Infringement Settlement.....................................................  —  —  —  17,885 —

Net Income Applicable to Common Stock............................. $ 2 2 ,189  $ 528 $ 9 ,5 58  $ 15 ,724 $ 24 ,740

Per Share3
Income from Continuing Operations......................................  $2 .62  $0 .54  $ 1 .74  $2 .25  $3 .20
Income (Loss) from Discontinued Operations...................... 0.21 (0 .47 ) (0 .49 ) (2 .53 ) —
Patent Infringement Settlement............................................... —  —  —  2 .32  —
Net Income...................................................................................  $ 2 .83  $ 0 .0 7  $ 1 .25  $2 .04  $3 .20

Dividends Declared Per Share of Common Stock....................  $ 0 .3 0  $0 .40  $ 0 .40  $ 0 .50  $0 .60

Average Common and Common Equivalent Shares Outstand­
in g ..................................................................................................  7 ,8 3 9 ,3 0 9  7 ,6 8 3 ,3 1 7  7 ,6 71 ,7 72  7 ,6 99 ,4 85  7 ,7 31 ,9 53

Notes to Summary of Operations 
1 Inventories

As of January 1, 1974, the Company adopted the UFO method of determining cost for certain inventories. This change had the effect of reducing net 
income for 1974 by $ 2 ,5 2 8 ,0 0 0  ($ .33  per share) below that which would have been reported using the Company's previous inventory valuation 
method.

2Acquisition
The Company, through its subsidiary CN Corporation, acquired Curtis Noll Corporation, as of October 31 , 1977. The acquisition was accounted for as 

a purchase and the results of operations of Curtis Noll Corporation after October 31 , 1977, were consolidated with the Company.

3Calculation of Income per Share
Income per share has been computed based on the average number of shares of common stock (after deducting treasury shares) and common stock 

equivalents outstanding during the years. See Exhibit I for the computations of average number of shares of common stock and common stock 
equivalents during the years.

3



FIRST N ATIO N AL STO R ES INC. (MAR)

Five Year Summary of Operations
(in thousands)

Section 1: General

Fiscal y e a r ended
M arch  2 6 , M a rch  2 7 , M a rch  2 9 , M a rch  3 0 , M arch  3 1 ,

1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4 1 9 7 3  
(5 3  W eeks)

Sales ....................................................................................................................
Costs and expenses:

Cost of sa les, w arehousing, transportation and store oc­
cupancy expenses ..........................................................................

$  9 9 2 ,6 3 5  

8 2 9 ,1 2 5

$  9 7 4 ,0 8 6  

8 1 9 ,7 2 3

$  9 3 4 ,8 0 3  

7 9 0 ,2 2 0

$  8 5 9 ,5 9 8  

7 3 5 ,1 4 8

$  8 4 9 ,3 1 6  

7 1 7 ,7 3 7
Direct selling, advertis ing, general and adm inistrative

expenses ............................................................................................. 1 6 0 ,3 1 4 1 5 0 ,8 0 2 1 3 4 ,0 5 5 1 2 3 ,7 7 3 1 2 4 ,5 0 9
Depreciation and a m o rtiza tio n ........................................................ 8 ,1 4 5 7 ,4 5 0 6 ,7 3 1 6 ,6 2 2 6 ,8 5 2
Estimated changes (credits) related to store closings........ (3 7 0 ) (1 ,1 7 3 ) (4 4 9 ) 8 ,5 6 0 —

9 9 7 ,2 1 4 9 7 6 ,8 0 2 9 3 0 ,5 5 7 8 7 4 ,1 3 0 8 4 9 ,0 9 8

Operating income ( lo s s ) .............................................................................
O ther income (expense):

(4 ,5 7 9 ) (2 ,7 1 6 ) 4 ,2 4 6 (1 4 ,5 0 5 ) 2 1 8

In terest in c o m e ....................................................................................... 7 8 8 1 ,3 6 7 2 ,4 8 7 2 ,1 0 7 7 8 5
Interest e x p e n s e ..................................................................................... (3 2 7 ) (3 9 5 ) (9 3 3 ) (1 ,2 4 2 ) (8 5 6 )
O ther, n e t .................................................................................................. 1 4 4 2 4 2 1 9 9 1 0 8 5 1 4

6 0 5 1 ,2 1 4 1 ,7 5 3 9 7 3 4 4 3

Income (loss) from  continuing operations before income taxes (3 ,9 7 4 ) (1 ,5 0 2 ) 5 ,9 9 9 (1 3 ,5 3 2 ) 661
Federal and state income ta x e s ............................................................ — — 1 ,8 2 0 — 1 0 0

Income (loss) from  continuing o p e ra tio n s ......................................... ( 3 ,9 7 4 ) (1 ,5 0 2 ) 4 ,1 7 9 (1 3 ,5 3 2 ) 561
Loss from  discontinued operations, less applicable ta x  effect 
Income (loss) before ex traord inary  items and before cumula­

tiv e  effect of change in a c c o u n tin g ............................................. ( 3 ,9 7 4 ) (1 ,5 0 2 ) 4 ,1 7 9 (1 3 ,5 3 2 )

(3 0 1 )

2 6 0
Extraordinary item s.......................................................................................
Cum ulative effect on p rior years (ta  M a rch  3 1 , 1 9 7 3 ) of 

change in method of accounting fo r costs re la ted to store

1 ,5 9 5 5 7 2 (2 2 5 )

closings less $ 1 ,1 5 8  ta x  e f fe c t ..................................................... — — — (1 ,9 6 4 ) —
N et income ( lo s s ) ........................................................................................... ( 3 ,9 7 4 ) (1 ,5 0 2 ) 5 ,7 7 4 (1 4 ,9 2 4 ) 3 5
Retained earnings at beginning of y e a r, as re s ta te d ................ 4 7 ,2 4 5 4 9 ,8 7 7 4 5 ,0 1 0 5 9 ,9 3 4 5 9 ,8 9 9
Dividends d e c la re d ....................................................................................... ( 1 ,1 3 1 ) (1 ,1 3 0 ) (9 0 7 ) — —
Retained earnings a t end of y e a r ........................................................

Per share of common stock:
$ 4 2 ,1 4 0 $  4 7 ,2 4 5 $ 4 9 ,8 7 7 $ 4 5 ,0 1 0 $  5 9 ,9 3 4

Income (loss) from  continuing o p e ra tio n s ......................... $  ( 3 .5 0 ) $ (1 .3 2 ) $ 3 .3 5 $  (9 .8 6 ) $  .41
Loss from  discontinued o p e ra tio n s .......................................

Income (loss) before ex traord inary  items and cum ulative e f­
fect of change in accounting............................................................ ( 3 .5 0 ) (1 .3 2 ) 3 .3 5 (9 .8 6 )

( .2 2 )

.1 9
Extraordinary ite m s...............................................................................
Cum ulative effect of change in method of accounting fo r

— — 1 .2 8 .41 ( .1 6 )

store c lo s in g s ................................................................................... — — — (1 .4 3 ) —
N et income ( lo s s ) ...................................................................................

Shares outstanding fo r purposes of computing earnings per
$ (3 .5 0 ) $  (1 .3 2 ) $ 4 .6 3 $ (1 0 .8 8 ) $ .0 3

sh are .............................................................................................................. 1 ,1 3 6 ,9 1 4 1 ,1 3 6 ,6 3 2 1 ,2 4 6 ,3 1 5 1 ,3 7 2 ,1 9 7 1 ,3 7 2 ,2 7 4

Cash dividends declared per s h a re ......................................................
Pro form a amounts assuming the change in method of ac­

counting fo r costs related to store closings had been  
applied retroactively:
Loss from  continuing op e ra tio n s ....................................................

Per share of common stock......................................................
Loss before ex traord inary  item s....................................................

Per share of common stock......................................................
N et loss........................................................................................................

Per share of common stock......................................................

$  1 .0 0 $  1 .0 0 $  .7 5

$  (1 3 ,5 3 2 )
(9 .8 6 )  

( 1 3 ,5 3 2 )
(9 .8 6 )  

(1 2 ,9 6 0 )
(9 .4 5 )

$  (2 2 7 )  
( .1 7 )  
(4 3 8 )  
( .3 2 )  
(6 1 8 )  
( .4 5 )

4



Information Required By SEC Regulations

NABISCO, INC. (DEC)

Summary of Operations{:)
(In millions except per share data)

1977 1976 1975 1974 1973
Net sales........................................................................................................................ $2,073.3 $1,973.9 $1,904.9 $1,728.8 $1,394.7
Cost of sales.................................................................................................................  1,354.0 1,294.0 1,291.5 1,227.1 943.6
Selling, general and administrative expenses......................................................... 505.0 485.6 438.9 382.9 347.6
Operating income.......................................................................................................... 214.3 194.3 174.5 118.8 103.5
Miscellaneous expense (income), net.......................................................................  28.8 (5.3) 3 .4 (9.3) (6.8)
Interest expense...........................................................................................................  19.2 22.7 28.2 30.4 17.0
Income from continuing operations before income taxes .............................   166.3 176.9 142.9 97.7 93.3
Income taxes.................................................................................................................  62.4 94.7 79.2 49.5 47.0
Income from continuing operations............................................................................ 103.9 82.2 63.7 48.2 46.3
Discontinued line of business

Loss from operations(2) .......................................................................................... (2.2) (5.2) (4.7) (2.7)
Loss on disposal(3) .................................................................................................. (23.7) —  —  —

Net income..................................................................................................................... $ 78.0 $ 77.0 $ 59.0 $ 45.5 $
Per shore

Income from continuing operations.....................................................................  $ 6.47 $ 5.14 $ 3.99 $ 3.03 $
Loss from discontinued line of business.............................................................  (1.61)(4) (.32) (.29) (.17)
Net income..............................................................................................................  $ 4.86 $ 4.82 $ 3.70 $ 2.85 $

Dividends declared per share...................................................................................  $ 2.52 $ 2.40 $ 2.30 $ 2.30 $
Average shares outstanding....................................................................................... 16.05 15.98 15.96 15.96

(1) Amounts for the years prior to 1977 have been restated for the discontinued line of business.
(2) Net of income tax credits of $2.8, $4.4, $3.6, $2.3 and $2.0 for the years 1977 to 1973, respectively.
(3) Net of income tax credit of $22.6.
(4) Includes loss on disposal of $1.48 per share.

(2.3)

44.0

2.89
(.14)
2.75
2.30

15.98

Management’s Analysis of Summary 
of Operations

ANCHOR HOCKING CORPORATION (DEC)

MANAGEMENT DISCUSSION AND ANALYSIS
The following is a discussion of significant issues affecting 

Anchor Hocking’s performance for the past five years as 
shown in the Operations Section of the Ten-Year Summary. 
Additional information on the conpany’s operations is in­
cluded on page 24 of this report. Financial data attributable to 
the business segments of the company are set forth in Note 9 
to the consolidated financial statements.

Net Sales
Consolidated sales of $641 million in 1977 increased 

slightly over 1976 despite the discontinuance of certain oper­
ations and product lines which affected the year-to-year 
comparison by approximately $27 million.

Within the overall consumer and industrial products group, 
the 1977 sales growth of the household products segment 
was adversely affected by the severe energy and weather- 
related disruptions early in the year and by the mid-year 
industry-wide softness in the glass tableware market. Other 
consumer and industrial products, and the hardware pro­
ducts segment (Amerock), experienced good sales growth in 
1977 which resulted partially from the continued strength of 
the residential housing market.

Total 1977 sales of the packaging products segment were 
lower than the prior year due mainly to the sale of the two 
glass container plants which distorts the sales comparison for 
the two years. For continuing operations, packaging products 
sales increased approximately 5% over 1976.

However, sales growth was lower than expected due to the 
decreased demand caused by lower sales of coffee proces­
sors, a four-month strike at a major baby food company, and 
reduced volume in other customer markets. Delays and prob­
lems experienced in completing two major glass container 
expansion programs also adversely affected sales volume for 
certain products.

Consolidated sales for 1976 of $629 million increased 27% 
over 1975 with all operating units contributing to the increase. 
Increased shipments, higher prices for most products, and 
the inclusion of the hardware products segment (Amerock) 
for a full year were significant factors in the increase over
1975. The continuing increases in consolidated sales from 
1973 to 1975 resulted from good growth in both the house­
hold and packaging products segments. Amerock Corpora­
tion, acquired effective September 28, 1975, contributed 
$16.5 million to consolidated sales in 1975.
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Cost of Products Sold
As a percent of net sales, cost of products sold increased 

from 80.5% in 1973 to 83.0% in 1974 and then declined to 
82.7% in 1975 and to 80.9% in 1976. Cost of products sold 
for 1974 increasd 2.8% as a result of the change to the LIFO 
method of inventory valuation for glass products. The percen­
tage improvements in 1975 and 1976 principally reflected an 
increase in overall capacity utilization, increases in sales 
prices and volume, higher productivity, the inclusion of 
Amerock for a full year in 1976, and the improved effective­
ness of cost reduction programs. These overall improve­
ments were partially offset by increases in the cost of energy 
and raw materials, the increase in wages and fringe benefits 
under union contractual agreements and higher levels of 
maintenance and repair expenses.

For 1977, the percentage relationship increased to 82.1% 
due to several factors. Within the household products seg­
ment, the severe weather and restricted energy usage early 
in the year in the consumer products operations led to inven­
tory imbalances, shorter production runs and manufacturing 
inefficiencies which were not overcome until late in the year. 
Operations of the packaging products group were adversely 
affected by increased labor and material costs not fully offset 
by price and productivity increases, an industry-wide strike by 
mold makers, heavy start-up costs for plant modernization 
projects, reduced demand caused by the lower sales volume 
of certain customers, an unfavorable change in sales mix in 
closure products during most of the year, and increased de­
velopment and production costs related to the ALPHA prog­
ram for institutional feeding.

Selling and Administrative Expenses
Selling and administrative expenses as a percent of net 

sales declined from 9.7% in 1973 to 9.1% in 1975 and 1976, 
and increased to 9.7% in 1977. The relationship in 1977 was 
affected by the relatively lower sales volume resulting from 
the plant disposals. Throughout the period, absolute dollars 
have increased due to expanded operations, including the 
acquisition of Amerock, and inflationary pressures, particu­
larly to employee salaries and benefits.

Interest Expense
Interest expense increased in 1975 due mainly to the is­

suance of notes payable to The Stanley Works in connection 
with the Amerock acquisition. Interest expense increased 
further in 1976 and 1977 due principally to the one-half year’s 
interest expense in 1976 and the full year’s interest expense 
in 1977 on the $45 million of 8⅝% Sinking Fund Debentures 
issued in July, 1976.

Provision for Income Taxes
The consolidated effective tax rate declined during the 

period from 47.6% in 1973 to 40.9% in 1977. This decrease 
principally reflects the significant increases in investment tax 
credits, particularly in 1975 through 1977.

Net Income
Reflecting the combined effects of the above factors, net 

income declined from $18.7 million in 1973 to $16.3 in 1974 
and then increased annually, reaching a level of $30.1 million 
in 1977. The comparison of 1976 and 1977 was affected by a 
net gain of $2.4 million, or $.36 per share, realized in 1977 
from the sales of two glass container plants, less the write-off 
of an investment in a foreign glass container business. The 
favorable impact of this gain was partially offset by an in­

crease in foreign currency translation losses of approximately 
$.16 per share.

Correspondingly, net income for 1976 was reduced by $4.0 
million, or $.59 per share, as a result of the provision for the 
phase out of the Los Angeles glass container plant.

CH IC AG O  PN EUM ATIC  TO O L C O M PAN Y (DEC)

MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
THE STATEMENT OF CURRENT AND RETAINED EARN­
INGS.

1977 vs. 1976
Net sales, a record $302,045,000 for 1977 increased 

$30,166,000 or 11% of 1976. Compared to 1976, all operat­
ing segments posted sales gains: Tool $10,581,000 or 12%; 
Components $10,291,000 or 17%; Instruments and Controls 
$6,045,000 or 31%; and Equipment $3,249,000 or 3%. Sales 
were particularly strong domestically reflecting the general 
upturn in the major markets, the effects of the introduction of 
new products accompanied by overall increases in selling 
prices. The Equipment group reflects a 3% increase even 
though the level of shipments was interrupted when its large 
plant, located in Franklin, Pennsylvania, was struck on May 
2, 1977 by the International Association of Machinists after 
the expiration of the labor agreement on May 1. The strike 
was Settled on August 17, 1977. Overseas sales were im­
pacted by labor troubles in the form of strike and “go-slow” 
actions in tool and equipment plants in Scotland and de­
pressed economic conditions and price competition in many 
major markets. The labor troubles were a protest by the work 
force against the local effects of the U.K. government’s na­
tional “voluntary” wage guidelines. The slowdown has ended 
and local negotiations have been concluded.

Other income increased by $992,000 primarily as a result 
of a gain on the sale of the lease of certain office facilities in 
the United Kingdom and income from unconsolidated af­
filiates.

Cost of products sold increased by $29,163,000 or 15% to 
$217,826,000. Costs increased at a greater rate than sales 
primarily due to the strike at the Franklin plant and labor 
related problems in Scotland within the Equipment group. 
Margins were affected by price competition and uncertain 
economic conditions overseas. Also affecting the Equipment 
group were start-up costs related to new facilities and a 
write-off of inventory and other assets related to certain com­
pressor lines; and a lower proportion of higher margin spare 
parts sales domestically. During the first six months, addi­
tional costs associated with the introduction of certain new 
products and a low level of productivity at the Franklin, 
Pennsylvania plant are currently being realized. Factors 
within the Tool group were higher costs for foreign sourced 
products primarily resulting from the fluctuation in the 
Japanese yen and higher costs associated with adjustments 
in the rate of production necessary to meet the high demand, 
and also the labor problems in Scotland. The Instruments 
and Controls group experienced higher costs associated with 
the introduction of a new series of temperature recording 
devices.

Selling, administrative and general expenses increased by 
$3,357,000 or 6% to $58,563,000 but decreased slightly as a 
percent of sales. This was primarily due to increased sales, 
offset by the savings realized from reductions in administra­
tive staff carried out in 1976 and 1977.
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Depreciation increased as a result of the higher level of 
capital spending during 1977.

Interest expense increased by $1,686,000 to $3,882,000 
due to increases of $4,575,000 in short term borrowings and 
$15,289,000 in long term borrowings. These borrowings 
were used primarily for capital expenditures and acquisitions.

Other expense increased to $900,000 primarily due to a 
write-off of an investment related to certain compressor lines.

Earnings before taxes decreased $3,984,000. The operat­
ing profit (earnings before taxes, interest and corporate ex­
penses) of three of the company’s four segments reflected 
increases: Tool $1,073,000 or 17%; Components $4,850,000 
or 38%; and Instruments and Controls $1,172,000 or 29%. 
The Equipment group, reflecting the effects of the strike and 
the problems discussed above, operated at a loss which rep­
resents an unfavorable swing of $10,866,000 from the prior 
year. The earnings reflect the unfavorable impact of the trans­
lation of foreign currencies, although to a lesser extent than in 
1976, primarily because of the relative stability of the Mexi­
can peso and for most of 1977, the pound sterling and Cana­
dian dollar. The unfavorable earnings effect in 1977 would 
have been less had the strengthening of the pound sterling 
not occurred towards the end of the fourth quarter. Despite 
this improvement, the company’s major overseas operations 
continued to be adversely affected by the labor problems, 
severe price competition and uncertain economic conditions 
mentioned above.

U.S. and foreign income taxes provided represent an ef­
fective rate of 58% and 59% for 1977 and 1976 respectively. 
The provision for income taxes varies from the U.S. federal 
statutory rate primarily due to the effect of the translation of 
foreign currency financial statements and foreign income 
which is taxed at a higher rate than in the U.S.

Net earnings of $7,188,000 decreased $4,052,000 or 36% 
from 1976. The 1976 amount includes an extraordinary gain 
of $2,800,000 from the sale of a subsidiary.

Foreign currency. Translation of foreign currency financial 
statements, except for the effect on earnings of inventory 
cost of products sold, and other accounts translated at his­
toric rates, resulted in a charge to earnings of $1,900,000 
($.34 per share) in 1977 and a credit to earnings of 
$1,300,000 ($.24 per share) in 1976.

Because inventories are translated at the rate in effect at 
the time of acquisition, a significant unfavorable effect is rec­
ognized on the subsequent sale of inventories which were 
acquired prior to devaluations. During 1977, the company 
recognized approximately $900,000 ($.16 per share) of costs 
at balance sheet exchange rates in excess of the average 
rate in effect at date of sale.

1976 vs. 1975
Net sales for 1976 of $271,879,000 decreased $8,338,000 

or 3% from 1975. The reduction is primarily due to declines in 
foreign currency exchange rates versus the U.S. dollar. 
Overall, the physical volume of shipments during 1976 in­
creased slightly over 1975. Tool operations increased 4% 
over 1975, primarily due to increased volume in the U.S. and 
Europe which offset the effects of domestic price competition 
and U.K. price controls. Equipment operations decreased 
12% from the 1975 record levels due to volume declines, 
primarily attributable to the reduced level of domestic con­
struction activity and product-related problems. Instruments 
and controls increased 6% over 1975.

Other income of $2,267,000 increased 3% over 1975 re­
flecting slight increases in non-operating revenues.

Cost of sales increased as a percentage of sales com­
pared to 1975, principally due to increased unfavorable ef­
fects of foreign currency exchange rates and increased mate­
rial and labor costs, especially in the U.K. In addition, the 
Equipment operations were affected by the reduced level of 
activity, resulting in lower recovery of fixed costs and ex­
penses.

Selling, administrative and general expenses increased 
$676,000 or less than 1 % of sales. This increase includes the 
requirements of the Employee Retirement Income Security 
Act of 1974 (ERISA), and other increases in salaries and 
benefits, partly offset by planned reductions of approximately 
310 administrative and general employees during the year.

Depreciation expense in 1976 of $5,343,000 is essentially 
unchanged from 1975, reflecting the comparable levels of 
capital spending during 1976 and 1975.

Interest expense and other decreased $971,000 princi­
pally due to reductions in the average level of short term 
borrowings during the year.

Earnings before taxes of $22,352,000 decreased 
$15,264,000 or 41% from the prior year.

U.S. and foreign income taxes provided increased sig­
nificantly as a percentage of earnings before taxes due to 
losses from translation of foreign currency financial state­
ments for which no tax benefit is available. Increased state 
and local income taxes were offset by the utilization of the tax 
incentives available through the Domestic International Sales 
Corporation (DISC).

Net earnings of $11,240,000 decreased $7,525,000 or 
40% from 1975.

Foreign currency. In 1976 the effects of exchange rate 
fluctuations resulting from translating foreign currency bal­
ance sheets into U.S. dollars, and the effect of realized trans­
action gains, approximated $1,300,000 ($.24 per share).

Because inventories are translated at the rate in effect at 
the time of acquisition, a significant unfavorable effect is rec­
ognized on the subsequent sale of inventories which were 
acquired prior to devaluations. During 1976 the company 
recognized approximately $6,700,000 ($1.21 per share) of 
costs at balance sheet exchange rates in excess of the aver­
age rate in effect at date of sale.

GULF & WESTERN INDUSTRIES, INC. (JUL)

MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
THE CONSOLIDATED SUMMARY OF EARNINGS

Net Sales and Other Operating Revenues and Operating 
Income

Due to the diverse nature of the Company’s business, a 
discussion of revenues and operating income on an operat­
ing group basis is the most meaningful approach to commen­
tary on changes in the line items “ net sales and other operat­
ing revenues’’ through “operating income” as presented in 
the consolidated summary of earnings. Reference is made to 
the tables that present the net sales and other operating
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revenues and operating income of the Company’s operating 
groups and its corporate expenses and intercompany items. 
Operating income of the Financial Services Group is after 
deducting interest expense and is included in the caption 
“equity in earnings before income taxes and foreign ex­
change gains and losses of unconsolidated affiliates” in the 
consolidated summary of earnings.

Manufacturing Group
In fiscal 1977, the Manufacturing Group achieved in­

creased sales primarily as a result of the strong automotive 
market, which is a major industry served by the group, which 
more than offset the decline in sales of the group’s energy 
products unit. However, the group’s operating income was 
lower than in fiscal 1976 due primarily to the depressed mar­
ket for energy equipment during fiscal 1977. In fiscal 1976, 
the increases in the group’s sales and operating income in 
relation to fiscal 1975 were primarily the result of the im­
provement in the economy, particularly in areas affecting the 
group’s automotive and appliance-related product lines, and 
further strengthening of the group’s program of cost controls 
over all elements of its operations. These factors offset a 
decline in the contribution to operating income of the group’s 
energy products unit as compared to the prior fiscal year.

Natural Resources Group
The Natural Resources Group achieved increased sales 

and operating income for the 1977 fiscal year as compared to 
fiscal 1976 largely because the operating results of Mar­
quette Company, which was acquired during the first quarter 
of fiscal 1977, are included in the group for the first time. In 
fiscal 1977, sales and operating income were hurt by weak­
ness in prices for zinc and by increased labor, material and 
energy costs. The recovery in the nation’s industrial produc­
tion and increased consumption of zinc products enabled this 
group to achieve increased operating results in the second 
half of fiscal 1976 and reflect increases in both sales and 
operating income for the full fiscal 1976 as compared to fiscal
1975. These results were achieved despite lower results as 
compared to fiscal 1975 of the Quebec Iron and Titanium 
Corporation and Flying Diamond Oil Corporation, owned 
one-third and 36%, respectively, by the Company, and which 
were accounted for on the equity basis.

Consumer and Agriculture Products Group
In fiscal 1977, the Consumer and Agricultural Products 

Group experienced a decrease in both sales and operating 
income due primarily to a continued world surplus of raw 
sugar and resulting depressed prices for sugar, the group’s 
principal contributor to operating income. The group’s cigar 
sales increased in fiscal 1977 due to aggressive marketing, 
new products and higher prices but operating income was 
down, reflecting the long-term decline in cigar consumption, 
which accelerated in fiscal 1977. In fiscal 1976, the group 
also experienced a decrease in both sales and operating 
income as a result of the drop in the average price of sugar 
from the abnormally high levels of fiscal 1975 and the con­
tinuing industry-wide decline in cigar consumption.

Apparel Products Group
In fiscal 1977, the Apparel Products Group had increased 

sales and operating income as compared to the prior year. 
The increase in operating income resulted from continued 
improvements in the group’s hosiery and textile markets 
along with strengthened financial and inventory controls, and 
elimination of unprofitable and marginally-profitable products, 
which more than offset continued weakness in apparel mar­

kets. This group, which was organized at the beginning of the 
1976 fiscal year, contributed substantially to fiscal 1976 sales 
and operating income (reflecting an increase in consumer 
spending for apparel and emphasis on improved control of 
costs and inventories) when its full year results were included 
for the first time.

Financial Services Group
The Financial Services Group had increased operating in­

come for the 1977 fiscal year as compared to fiscal 1976. The 
group benefited from lower short-term interest rates, higher 
finance receivables outstanding, increased annuity sales and 
continuing improvements in property/casualty insurance op­
erations. This increase was achieved despite a charge 
against operating income of $10.5 million related to As­
sociates First Capital Corporation’s operations in Tennessee 
which is more fully described in Note D to the Company’s 
consolidated financial statements. In fiscal 1976, the Group 
had increased operating income as compared to fiscal 1975 
when the group experienced a loss due to a provision estab­
lished applicable to a subsidiary in Great Britain. The group 
contributed more to the Company’s operating income in fiscal 
1976 due to lower interest rates, a significant reduction in 
property/casualty insurance losses and improved life insur­
ance operations. The contribution of the Company’s invest­
ment in Amfac, Inc., which is accounted for on the equity 
basis and is held by the Financial Services Group, to operat­
ing income declined in each of the 1977 and 1976 fiscal 
years.

Lesiure Time Group
In fiscal 1977, the Leisure Time Group had increased rev­

enues but a decrease in operating income as compared to 
the prior year. Operating income was down largely because 
of theatrical film rentals being less than anticipated, and the 
decline in theatre operations and real estate sales in Canada. 
Although the group’s book publishing operations contributed 
more to fiscal 1977 operating income, the group’s activities in 
the coin-operated amusement game business showed a 
substantial decline in operating income. The group experi­
enced higher revenues and operating income in fiscal 1976 
as compared to fiscal 1975 reflecting increased profits on 
television syndication sales, a number of best selling books, 
and an increased contribution from the group’s theatre and 
real estate operations.

Automotive Replacement Parts Group
In fiscal 1977, this group achieved increased sales and 

operating income reflecting the continuing growth of the 
overall automotive replacement parts distribution business, 
particularly in its overseas markets, as well as internal 
growth, operating efficiencies and price increases. The group 
also experienced higher sales and operating income in fiscal 
1976 reflecting the continuing rise in the demand for automo­
tive replacement parts, both domestically and in foreign mar­
kets, and through cost reductions and price increases.

Paper and Building Products Group
In fiscal 1977, the Paper and Building Products Group had 

increased sales but a decrease in operating income as com­
pared to the prior year. The decline in operating income was 
centered entirely in the group’s paper operations, and oc­
curred largely because of higher operating costs in the face 
of soft demand for pulp and commodity-grade paper pro­
ducts. The group’s building products markets experienced an 
increase in operating income reflecting gains in construction 
activity. In fiscal 1976, the group had a slight increase in
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sales but a decrease in operating income due to start-up 
problems at a new secondary fiber pulp mill and rising costs 
that had not been absorbed by price increases.

Corporate Expenses and Intercompany Items
Corporate expenses have increased in fiscal 1976 and 

1977 reflecting the increase in the cost of corporate adminis­
trative services, particularly increased payroll and related ex­
penses, increased rental and outside service costs. The in­
crease from fiscal 1975 to 1976 was offset in part by an 
increased contribution applicable to the Company’s equity in 
earnings of certain investments which are accounted for on 
the equity basis and are included under this caption.

Other Items in Consolidated Summary of Earnings
Other Expense (Income)
The variance in this caption is primarily the result of foreign 

currency translation losses and a gain recognized in fiscal 
1977 upon early extinguishment of debt. See Notes A and G 
to the Company’s consolidated financial statements, included 
elsewhere here, for further information applicable to the im­
plementation of the FASB accounting policy for the transla­
tion of foreign currencies and the gain recognized upon early 
extinguishment of debt.

Interest Expense-Net
The increase in interest expense in fiscal 1977 resulted 

from increased short-term and long-term borrowings which 
more than offset a decrease in interest rates. The decrease in 
interest expense in fiscal 1976 primarily reflects lower aver­
age short-term borrowings and significantly lower interest 
rates.

Minority Interest
The decrease in minority interest in net earnings in fiscal 

1977 was primarily the result of decreases in the net earnings 
of majority-held subsidiaries, particularly Brown Company 
(see the discussion above of the Paper and Building Prod­
ucts Group) and Famous Players Limited (a Canadian sub­
sidiary whose theatre and real estate operations are included 
i the Leisure Time Group). The increase in minority interest in 
net earnings in fiscal 1976 was primarily the result of in­
creases in the net earnings of majority-held subsidiaries, par­
ticularly A.P.S., Inc. (see the discussion above of the Au­
tomotive Replacement Parts Group) and Famous Players 
Limited.

Provision for Income Taxes
The decrease in the provision for income taxes in fiscal 

1977 primarily reflects a corresponding decrease in consoli­
dated earnings before income taxes. The increase in the pro­
vision for income taxes in fiscal 1976 primarily reflects a cor­
responding increase in consolidated earnings before income 
taxes and an increase in the effective tax rate.

Dividends on Preferred Stock
The increase in dividends on preferred stock in fiscal 1977 

is attributable to the shares of $2.50 Series D convertible 
preferred stock and $5.75 sinking fund (non-convertible) pre­
ferred stock issued in connection with the acquisition of Mar­
quette Company. (Refer to Note B to the Company’s consoli­
dated financial statements.) The increase in fiscal 1976 is 
attributable to the shares of $2.50 Series D convertible pre­
ferred stock issued in late 1975 and early 1976 in connection 
with the acquisition of Kayser-Roth Corporation.

Average Common and Common Equivalent Shares Out­
standing

The increase in average shares outstanding in fiscal 1976 
and 1977 is primarily the result of conversions of debentures 
and preferred stock during those years.

Fully Diluted Net Earnings Per Share
Dilution of the Company’s earnings per share is principally 

the result of (1) the market prices of the securities assumed in 
the computation to have been purchased with the proceeds 
of the exercise of outstanding warrants and options and (2) 
the relationship of (a) primary net earnings per share to (b) 
the assumed reduction of net interest expense and preferred 
dividends per common share issued (net of shares repur­
chased) upon exercise of warrants and options and conver­
sion of convertible debt and preferred stock. Thus, all other 
things being equal, higher market prices of the securities 
and/or higher primary net earnings per share will result in 
greater dilution of earnings per share. The lower dilution in 
fiscal 1977 as compared to fiscal 1976 is principally attributa­
ble to the decrease in primary earnings per share. The grea­
ter dilution in fiscal 1976 as compared to fiscal 1975 is princi­
pally attributable to the increase in primary earnings per 
share, the increase in the price of the Company’s common 
stock and other securities assumed to be purchased, and the 
issuance of the $2.50 Series D convertible preferred stock.

IPCO HOSPITAL SUPPLY CORPORATION (JUN)

MANAGEMENTS DISCUSSION AND ANALYSIS OF 
THE SUMMARY OF OPERATIONS

Fiscal 1977 Compared to 1976
The following supplements the contents of the “ President’s 

letter” and the “ Review of Operations” sections of this report.

Sales
Medical Operations—Distribution
The 1977 net sales increase over 1976 reflected substan­

tial gains in the blood products and hospital supply areas.

Medical Operations—Manufacturing
The 1977 increase in net sales over 1976 was primarily 

realized in disposable fiber products.

Dental Operations
Net sales for 1977 reflect an increase over 1976 resulting 

from substantial increases in both domestic and foreign sales 
of proprietary products, capital equipment and related prod­
uct systems for restorative dentistry.

Optical Operations
Continuation of the aggressive expansion program initiated 

in 1975 provided the basis for the significant sales increase 
realized in 1977 over 1976. The twenty-two new stores 
opened in 1977 and the ten new stores opened in 1976 con­
tributed substantially to this operation’s growth.

Operating income
Medical Operations—Distribution
The net increase in operating income in 1977 over 1976 

was primarily attributed to the increase in net sales as well as 
increased operating efficiencies.
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Medical Operations—Manufacturing
The net increase of 1977’s operating income over 1976’s 

principally resulted from increased sales realized during 1977 
offset somewhat by operating inefficiencies which occurred in 
the production of disposal products during the first half of 
fiscal 1977.

Dental Operations
The 1977 increase in operating income over 1976 resulted 

primarily from increased sales levels from both domestic and 
foreign sales.

Optical Operations
The reduction in operating income in 1977 from 1976 was 

attributed principally to operating costs related to the starting 
up (as planned) of a record twenty-two new stores in fiscal 
1977.

Net income
The reduction in net income in 1977 from 1976 was primar­

ily due to a sharp increase in the tax rate, losses realized on 
the discontinuance and disposal of certain operations as de­
scribed in Note 2 to the financial statements herein, and the 
non recurring gain in 1976 realized on the sale of our Valhalla 
facilities.

Interest expense for 1977 was lower than 1976 due to 
lower prevailing interest rates and average outstanding in­
debtedness during 1977.

The factors which contributed to the 47.6% effective tax 
rate in 1977 as compared to the 42.3% effective tax rate in 
1976 are contained in Note 4 to the financial statements here­
in.

Fiscal 1976 Compared to 1975
Sales
Medical Operations—Distribution
The 1976 net sales increase over 1975 reflected substan­

tial gains in medical x-ray film products.

Medical Operations—Manufacturing
The 1976 increase in net sales over 1975 was primarily 

realized in disposable fiber products.

Dental Operations
Net sales for 1976 reflect a substantial increase over 1975 

resulting from gains in the areas of proprietary products, capi­
tal equipment and related product systems for restorative 
denistry, laboratory operations, precious and nonprecious 
dental alloys and export markets.

Optical Operations
The significant increase in 1976 net sales over 1975 re­

flects the continuing results of the expansion program com­
menced during fiscal 1975. The ten new stores opened in 
1976 and the nine stores opened in 1975 contributed sub­
stantially to this operation’s growth.

Operating Income
Medical Operations—Distribution
The 1976 net increase in operating income over 1975 was 

primarily attributed to improvements in operating expense 
controls.

Medical Operations-M anufacturing
The 1976 net increase in operating income over 1975 was 

primarily attributed to significant improvements in sales and 
operating efficiencies in the disposable fibers operations.

Dental Operations
Operating income increased in 1976 over 1975 due to in­

creased sales levels in dental laboratory operations and 
manufacturing operations, as well as improvements in 
operating efficiency.

Optical Operations
The 1976 increase in operating income over 1975 resulted 

primarily from increased sales by established stores.

Net Income
The increase in net income in 1976 over 1975 was primar­

ily due to increased sales, operating efficiencies, and lower 
interest costs. The increase is also attributable in part to the 
gain realized on the sale of our Valhalla facilities as detailed 
in Note 5 to the financial statements herein. The net income 
reported in 1975 reflected the negative impact of the “change 
in accounting” adopted in 1975 with respect to deferral of 
inceptive costs.

Interest expense for 1976 was lower than 1975 due to 
lower prevailing interest rates and outstanding indebtedness 
during the second half of the fiscal year. The reduction in debt 
resulted mainly from the application of proceeds received 
from the sale of the Valhalla facilities.

JOY MANUFACTURING COMPANY (SEP)

MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
THE SUMMARY OF OPERATIONS

Fiscal 1977 in comparison with fiscal 1976
In spite of uncertainty concerning the direction of the U.S. 

energy policy, strikes in the U.S. coal fields, a depressed 
minerals and metals market and a slow rate of industrial con­
struction, net sales increased 7% over the preceding year. 
Other revenues, generated principally from short-term cash 
investments, increased $1,662,000 over fiscal 1976.

Costs and expenses reflected $1,127,000 in additional 
charges for depreciation which resulted from fixed asset addi­
tions. Maintenance and repair costs increased 15% due 
primarily to continuing inflation. Payroll taxes increased 26% 
over fiscal 1976 due to increases in compensation, legislated 
benefits and the number of employees.

Cost of sales as a percentage of net sales was approxi­
mately 70% in both fiscal 1977 and fiscal 1976. Continuing 
efforts directed to product cost improvement and a favorable 
change in product mix resulted in the maintenance of a 30% 
gross profit rate in spite of some instances of adverse per­
formance and the adoption, in fiscal 1977, of the last-in first- 
out (LIFO) method of inventory valuation for the non-U.S. 
subsidiaries. Product engineering increased 18% over the 
preceding year, reflecting a continued commitment to re­
sponding to present and future customer needs. The in­
crease in selling, general and administrative expenses was 
due to expanded activities and the effects of inflation.

During fiscal 1977, a net currency translation gain of 
$1,136,000 was recorded as contrasted to a $2,031,000 net 
currency translation loss in fiscal 1976. This change, to a 
large extent, resulted from the effects of the adoption of the 
LIFO method for inventory valuation. There were exchange 
losses of $587,000 in fiscal 1977 compared to $1,279,000 in 
fiscal 1976. The decrease in exchange losses was attributa­
ble to the losses recorded in fiscal 1976 resulting from the 
Mexican peso devaluation.
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Other costs and expenses increased $2,778,000 as com­
pared to the previous year, primarily as a result of facility 
relocation costs of $1,976,000 and a loss on the sale of Task 
Corporation (629,000 pretax).

As a consequence of the aforementioned factors, fiscal 
1977 net income was $48,215,000 as compared to 
$47,601,000 for fiscal 1976. Included in these consolidated 
results was net income from non-U.S. operations of 
$3,853,000 for fiscal 1977 versus $1,621,000 for fiscal 1976. 
The net income increase from non-U.S. operations was due 
to a current year net translation and exchange gain as com­
pared to a loss last year. Improvements in the operating re­
sults in South Africa and Brazil only partially offset the effects 
of relocation costs for certain facilities and of sales volume 
decreases occurring principally in France, United Kingdom 
and Mexico.

JOY’S backlog of unshipped orders at September 3 0 , 1977 
was $384,280,000 as compared to $489,181,000 at the be­
ginning of the year as discussed by lines of business below. 
Of the current backlog, approximately 70% is shippable in 
fiscal 1978.

During fiscal 1977, short-term borrowings in Canada were 
replaced with a long-term note, thereby strengthening the 
capitalization structure of this subsidiary. Industrial revenue 
obligations of $4,300,000 were arranged to finance construc­
tion of a service center in Price, Utah and expansion of JOY’s 
plants in Michigan City and Salt Lake City.

Mining systems equipment.
Increased production of coal mining equipment at our 

Robbins plant and in South Africa, a recovery in portable 
compressor business and price increases resulted in a net 
sales increase of 10%, or $34,628,000, over the fiscal 1976 
level. In the U.S., the lack of a well defined energy policy, 
mine delays and production reductions due to increased re­
strictions caused by federal safety regulations, the effects of 
wild-cat strikes in the eastern U.S. and uncertainties sur­
rounding the December, 1977 miners’ contract termination all 
contributed to a lower level of bookings, some cancellations 
of existing orders and rescheduling of machine delivery into 
fiscal 1978. Net sales of non-U.S. subsidiaries registered a 
net gain for the year in spite of a volume decrease experi­
enced in France, Poland and to some extent in the United 
Kingdom. Initial sales volume for the HEFTI was affected by 
the general state of the minerals and metals mining industry. 
Considerable interest in this new JOY-developed product is 
being expressed both in the U.S. and abroad and should 
result in better results for fiscal 1978.

Due to the aforementioned increased shipments and de­
cline in bookings, backlog decreased 32% during the year.

Income before taxes was 13% of net sales as compared to 
15% for fiscal 1976. An increase in income from U.S. opera­
tions resulted from the favorable effects of volume and pric­
ing; however, excess costs associated with the Robbins plant 
shuttle car production, C laremont Foundry relocation 
($202,000) start-up costs, the effects of low volume and es­
calating costs at the Claremont plant and increased start-up 
costs associated with the new Hard Rock Division, collec­
tively had the effect of more than offsetting the increase in 
income. Income before income taxes for non-U.S. operating 
units declined approximately $1,000,000 primarily as a result 
of the combined effects of lower volume and relocation ex­
penses in France and the United Kingdom. The factors con­
tributing to the disappointing performance of the specific U.S.

operating units are being reviewed and corrective actions are 
being planned and implemented. Corrective actions have 
been implemented with respect to the operations in the 
United Kingdom and an evaluation of the French operations 
is in progress.

Industrial and general products.
Net sales were $141,491,000 for fiscal 1977, a 9% in­

crease over fiscal 1976. The growth in net sales was princi­
pally due to increased shipments of stationary and centrifugal 
compressors. The strike at New Philadelphia resulted in a 
$2,400,000 reduction in shipments originally scheduled for 
September.

Centrifugal compressor bookings for the year were steady 
while orders for other types of stationary compressors re­
flected a significant improvement. Fan business, both in the 
U.S. and Canada, decreased slightly due to a low level of 
commercial building construction and demand for mine fans. 
Year-end backlog was unchanged from the level at the be­
ginning of the year.

Income before income taxes increased to 12% of net sales 
as compared to 11% in fiscal 1976, principally due to the 
aforementioned increase in net sales. The additional earn­
ings resulting from improved cost performance for electrical 
products and the acquisition of Wheeling more than offset the 
loss on the sale of Task.

Ore processing and petroleum equipment.
Petroleum equipment net sales increased 9% whereas ore 

processing equipment sales decreased, principally in the 
non-U.S. operations, by 14%. Petroleum equipment book­
ings increased 44% over the preceding year as a direct con­
sequence of an increased level of U.S. drilling activity and 
internal improvements made to meet the required delivery 
schedules. Ore processing equipment bookings decreased 
6% as compared to the previous year because of the de­
pressed minerals and metals mining market. The aforemen­
tioned factors contributed to a 17% net decrease in backlog 
during fiscal 1977.

Income before income taxes was 16% of net sales as 
compared to 18% in fiscal 1976. While the petroleum equip­
ment products reflected greater income than in fiscal 1976, 
the ore processing equipment portion of the business re­
flected a decrease in income due to a decline in volume, 
lower margin orders and relocation expenses of $423,000.

Air pollution control equipment
Fiscal 1977 net sales were 6% greater than those of the 

preceding year in spite of a decline in non-U.S. markets. 
Although the level of customer inquiry remained relatively 
high in the year, bookings decreased 33% due largely to the 
uncertainty surrounding the direction of the U.S. energy pol­
icy. There is currently a good level of customer inquiry. 
Furthermore, it is expected that an improved market for our 
utility baghouses is emerging. Although the backlog was 10% 
less than that of the previous year-end due to the lower book­
ings level, fiscal 1978 sales levels are not expected to de­
cline.

Income before income taxes was 18% of net sales versus 
16% in fiscal 1976. The improvement was due to recovery of 
cost increases through escalation billings on some contracts, 
the ability to negotiate favorable prices on fabricated steel 
and significantly lower warranty costs. The results for the 
year also included a $461,000 charge for the relocation of our 
Canadian operations to Kitchener, Ontario.



12 Section 1: General

Fiscal 1976 in comparison with fiscal 1975
Fiscal 1976 net sales increased 14% over the level experi­

enced in fiscal 1975 principally as a result of a continued 
strong demand for JOY’s products.

Increased levels of property additions were reflected in 
higher depreciation charges. Maintenance and repair costs 
were up 20% because of inflation and increased production 
activity. Payroll taxes increased 14% primarily due to the 
increases in benefits and the number of employees.

Cost of sales as a percentage of net sales were 70% ver­
sus 72% for fiscal 1975. The increased rate of gross profit 
was primarily due to the effects of product cost control and 
improvement, and improved sales price realization. In­
creases in selling, general and administrative expenses aris­
ing from increased activity and inflation as well as increases 
in JOY’S continued commitment to invest in engineering re­
search and development were reflected in the fiscal 1976 
results when compared to fiscal 1975. The Mexican peso 
devaluation in fiscal 1976 was the primary cause for the in­
crease of $1,268,000 in translation and exchange losses 
from fiscal 1975.

The interest expense reduction in fiscal 1976 reflected the 
lower short-term debt requirement following the 700,000 
share common stock issue of May, 1 975. The effective book 
income tax rate for fiscal 1976 was 48.7% versus 47.0% for 
the previous year. Although there was a favorable increase in 
the investment tax credit for fiscal 1976, this was not enough 
to offset increased state taxes, the reduced DISC benefit, 
and the absence of miscellaneous fiscal 1975 nonrecurring 
favorable adjustments.

The increase in net income in fiscal 1976 reflected the 
aforementioned sales trends and generally a continuation of 
attention of product cost controls.

Mining systems equipment.
Fiscal 1976 net sales increased 23% over the level experi­

enced in fiscal 1975 as a result of a significant increase in 
production rates and increases in prices. Shipment rates 
were increased particularly as a result of increased manufac­
turing capacity and the availability of a substantial backlog of 
orders. Backlog decreased 6% from the beginning of the year 
primarily as a result of the increase in shipping rate.

Income before income taxes was 15% of net sales for fiscal 
1976 versus 14% for fiscal 1975. Although there were some 
adverse effects in fiscal 1976 of production inefficiencies, 
sales mix shifts, and start-up costs, these were more than 
offset by the overall increase in sales volume.

Industrial and general products.
Net sales of $130,172,000 were 13% greater than those of 

fiscal 1975. Improved pricing and an increased production 
level, in fans and compressors, were the primary causes of 
the increase. Backlog declined 2% in spite of an increase in 
the fiscal 1976 bookings rate.

Fiscal 1976 income before income taxes was 11% of net 
sales versus 8% for the preceding year. The increases in 
expense levels associated with compressor products were 
more than offset by the effects of the improved shipments. 
Income from fan and electrical products was also up over the 
preceding year due to the effects of improved marketing and 
better control over manufacturing costs.

Ore processing and petroleum equipment.
Fiscal 1976 net sales increased $9,031,000 or 12% over 

the fiscal 1975 level as a result of both price increases on ore 
processing equipment and an increased shipments rate for 
petroleum drilling equipment. Backlog for this line of business 
decreased 38% during the year. The ore processing book­
ings decrease reflected a depressed market both in the U.S. 
and to a lesser extent elsewhere. Petroleum equipment or­
ders experienced a decline after the 1975 boom as custom­
ers reassessed their inventory needs in the light of market 
conditions.

Income before income taxes was substantially unchanged 
in spite of the gain in sales revenue. Ore processing realized 
the effects of price increases in income for the year by con­
current control over costs. Petroleum equipment income de­
clined due to the fact that market conditions did not permit 
price increases commensurate with cost increases.

Air pollution control equipment.
The decline in fiscal 1976 net sales was primarily due to a 

lack of short turn-around business resulting from extreme 
price competition. Although new order bookings declined 
22% in the year, ending backlog increased 19% as compared 
to a year ago.

The improvement in the rate of income before income 
taxes to 16% in fiscal 1976 from 7% in fiscal 1975 was princi­
pally due to the ability to realize procurement savings, a re­
duction in the number and severity of warranty claims and the 
ability to recover economic increases.

Description of Company’s Business

ATI, INC. (SEP)

ABOUT THE COMPANY
ATI, Inc. is a contract packager, engaged primarily in man­

ufacturing and packaging cosmetic, household, pharmaceu­
tical and medicinal aerosol products for other concerns for 
sale by them under their own brand names. In addition, the 
company engages in liquid filling and in private label man­
ufacturing and processing of cosmetics and toiletries. The 
products produced and packaged for customers include hair 
sprays, shaving creams, colognes and perfumes, roll-on, 
stick personal deoderants and anti-perspirants, mouth re­
freshers, room deodorants, multi-purpose cleaners, furniture 
waxes and polishes, starches and pharmaceutical and 
medicinal products.

In addition to contract packaging for other concerns, the 
Company also manufactures and sells a variety of its own 
proprietary products, consisting primarily of pharmaceutical, 
hospital and medicinal products, supplies and equipment, 
and automotive products. The automotive products such as 
starter fluids, solvents and refrigerants, are sold under the 
name “Surefire.” The medicinal hospital and pharmaceutical 
products such as hospital antiseptics, surgical blades, water 
mattresses, stainless steel trays, and disinfectants, are sold 
under the name “Aeroceuticals.”

The Company is engaged primarily in only one line of busi­
ness. The following table shows the percentage of total sales 
attributable to each of the Company’s major classes of prod­
ucts.
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Year Ended September 
1977 1976 1975 1974 1973

Hair Spray............................... 10% 10% 10% 15% 28%
Pharmaceutical and Medi­

cal ProductS(1) ..............  7%  7%  8%  8%  4%
Other Personal Products.. 29%  29%  36%  33%  33%
Household Products...........  30%  30%  28%  34%  25%
Automotive ............................ 12% — * — * — * — *
Other(1)(2) ............................... 12% 24%  18% 10% 10%

(1) Includes the Company's own proprietary products.
(2) Includes the automotive products which account for less than 10%  

of the Company's total assets.
*Automotive products, as a percentage of sales, are included in the 

category "other" for the fiscal years 1973-1976.

COLGATE-PALMOLIVE COMPANY (DEC)

SCOPE OF BUSINESS
Colgate-Palmolive Company is a leading manufacturer 

and distributor of consumer laundry, cleaning, personal care, 
food, health care, nonwoven fabrics, cosmetics and sports 
products. Worldwide net sales contributed by the Company’s 
business segments over the past five years are shown below 
(Thousands of Dollars):

1977 1976 1975 1974 1973
Laundry and cleaning, personal care and leisure................... $2,847,500 $2,665,769 $2,519,410 $2,265,609 $1,859,708
Food................................................................................................ 518,983 435,084 433,662 406,271 245,896
Health care and nonwovens....................................................... 470,721 410,639 358,974 363,660 347,407

$3,837,204 $3,511,492 $3,312,046 $3,035,540 $2,453,011

Major products contributed the following percentages of
worldwide sales for the five most recent years.

1977 1976 1975 1974 1973
Included in laundry and cleaning, personal care and leisure:

Laundry and dishwashing detergents................................... 24% 26 25 25 26
Oral products............................................................................ 12 12 12 13 14

The prominent products included in each segment are as 
follows:

Laundry and cleaning, personal care and leisure— Laundry 
and dishwashing detergents, toothpaste, bar soaps, clean­
sers, cleaners, hair and shave products, cosmetics and fash­
ion accessories, adhesive bandages, cloth and disposable 
diapers, plastic wraps, golf clubs, shoes, balls and acces­
sories, hobby products, sports clothing and uniforms, tennis 
rackets, balls, shoes and accessories, racquetball racquets 
and supplies.

Food— Rice and rice products, restaurant business, meats 
and candy.

Health care and nonwovens— Health care supplies and 
equipment, nonwoven fabrics, pipeline coverings, specialty 
cotton and rayon.

Throughout the world. Company products are sold under 
conditions that are regarded as highly competitive. Success 
in the consumer fields is based primarily upon product qual­
ity, brand acceptance, and marketing capabilities while suc­
cess in the health care and nonwoven markets is dependent 
upon technical competence.
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MERCK & CO., INC. (DEC)

DESCRIPTION OF MERCK’S BUSINESS
Merck is a worldwide organization engaged primarily in the 

business of discovering, developing, producing, and market­
ing products and services for the maintenance or restoration 
of health. The Company offers more than 1,000 products in 
its health business.

Human and Animal Health products include a wide range 
of the therapeutic and prophylactic agents which are gener­
ally sold by prescription for the treatment of human disorders: 
a number of therapeutic and prophylactic agents for the con­
trol and alleviation of disease in livestock and poultry: and 
other products, most of which are for human and animal con­
sumption.

Human and animal health products contributed 84% to 
total Company sales in 1977 and 1976, 85% in 1975, 84% in 
1974, and 85% in 1973. Human pharmaceutical products 
accounted for 69% of Company sales in 1977, with the an­
tihypertensive and cardiovascular products, of which Al­
domet is the largest, contributing 27%: and the anti­
inflammatory products, including steroids and non-steroids, 
of which Indocin is the largest, 19%. The Company also mar­
kets other prescription pharmaceuticals in a wide range of 
other therapeutic classes, including vaccines, biologicals, 
and psychotherapeutics. Prescription products are sold prin­
cipally in dosage forms and promoted to the medical profes­
sions. Other products include vitamins, antibiotics, narcotics, 
and other fine chemicals sold in bulk to other manufacturers.

Important animal medicinal products, which as a group 
provided 8% of Company sales in 1977, include 
anthelmintics—of which Thibenzole, a worming agent, is the 
largest—and coccidiostates, for the treatment of poultry 
disease— of which Amprol is the largest. These medicinals 
are used extensively in the commercial production of live­
stock and poultry.

Other human and animal health products include poultry 
breeding stock and food additives.

Sales of the Company’s prescription drug products are 
promoted by approximately 3,700 professional service 
employees throughout the world, who call on physicians and 
others concerned with the distribution and use of such prod­
ucts. Outside the U.S. the Company also uses independent 
representatives. Sales of prescription drug products, how­
ever, are made primarily to drug wholesalers and retailers, 
hospitals, clinics, and other institutions. Sales of other human 
and animal health products are made through various chan­
nels of trade. Specialized technical personnel are available to 
assist customers regarding most products.

Environmental Health products and services for the treat­
ment of water and air pollution, which include granular acti­
vated carbon and various specialty chemicals, accounted for 
16% of sales in 1977 and 1976, 15% in 1975, 16% in 1974, 
and 15% in 1973. The Company also manufactures and sells 
water temperature regulating equipment. In addition, the 
Company markets miscellaneous chemical products used in 
the manufacture of paints and paper and in oil field drilling. 
Sales of these products and services are made through and 
to many channels of trade, including retailers, contractors, 
manufacturers, municipalities, utilities, and other industrial 
users. Specialized technical personnel are available to assist 
customers regarding most of the products. Water tempera­
ture regulating products are sold primarily through indepen­
dent manufacturers’ representatives.

Foreign Operations. The Company’s operations outside 
the United States are conducted primarily through sub­
sidiaries and have grown over the years. Sales outside of the 
United States, including export sales to overseas markets, 
amounted to 48% of sales in 1977, 46% in 1976, 48% in 
1975, and 47% in 1974 and 1973. The majority of such busi­
ness resulted from the sale of products manufactured in the 
United States and Puerto Rico and shipped abroad for further 
manufacture into finished products at facilities located in 
foreign countries. The Company’s worldwide business is sub­
ject to risks of adverse governmental actions, including pos­
sible nationalization, expropriation, and other governmental 
action abroad. Changes in the value of currencies take place 
from time to time. The transfer of profits from foreign sub­
sidiaries is subject to the availability of dollar exchange and to 
restrictive regulations of certain foreign governments. The 
Company does not regard these factors as a deterrent to 
further expansion of its operations abroad.

MOSINEE PAPER CORPORATION (DEC)

DESCRIPTION OF THE BUSINESS
Mosinee Paper Corporation is a multi-division producer of 

paper and paper products. Included are papers for coffee 
filters, masking tapes, towels and towelettes, plus release 
papers, transformer papers, protective food papers, flame- 
retardant construction papers, and laminated industrial 
wrappers. In connection with paper towel products, the com­
pany leases or sells paper toweling dispensers and markets 
a windshield wiper solvent. A plastics division makes various 
plastic items including bottles, disposable hospital supplies, 
and wheels. Important to its papermaking operation is the
87,000 acres of company-owned timberlands. Additional 
pulpwood is provided by the company’s forest operations in 
South Dakota, which also produces pine lumber.

REPUBLIC STEEL CORPORATION (DEC)

NATURE AND SCOPE OF BUSINESS. . .
Republic Steel Corporation, a major integrated steel com­

pany in the United States, produces a diversified line of steel 
mill products and a variety of fabricated steel products. Its 
markets include the principal domestic steel consuming in­
dustries. Steel mill products are produced in carbon steel 
grades as hot and cold rolled sheet and strip, galvanized and 
electroplated sheets, semi-finished steels, hot rolled and cold 
finished bars, welded and seamless pipe and tubing, wire 
and plates.

In addition, Republic produces sheet and strip, bars, 
plates, wire, pipe and tubing in alloy and stainless steel 
grades. The principal fabricated products include culverts, 
steel building products, shelving, lockers, containers and 
other contract manufacturing.

Steel products, which constitute the dominant line of busi­
ness, accounted for substantially all of Republic’s sales, 
operating profit and identifiable assets in 1977. Republic pro­
duces substantially all of the steel used in its fabricating op­
erations.

Republic also has raw material reserves, principally for its 
own use, of iron ore, coal and limestone. Republic has a 50 
percent interest in Reserve Mining Company, a major domes­
tic producer of taconite pellets.
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Republic steelmaking facilities are located at Cleveland, 
Warren and Canton, Ohio; Chicago, Illinois: Buffalo, New 
York and Gadsden, Alabama. Major finishing mills are also 
located in these communities and in Youngstown, Niles and 
Massillon, Ohio.

Market Price and Dividend Data

AEL INDUSTRIES, INC. (FEB)

MARKET PRICE PER SHARE OF COMMON STOCK 
The Company’s common stock, consisting of non-voting 

Class A common stock and Class B common stock, are both 
traded on the over-the-counter market. Class B common 
stock is infrequently traded and, therefore, the over-the- 
counter “ Bid” and “Ask” prices set forth below relate primar­
ily to transactions in the non-voting Class A common stock. 
Each share of Class B common stock is convertible into one 
share of Class A common stock. The over-the-counter price 
is an inter-dealer quotation, which does not include retail 
markup, markdown, or commission, and may not reflect ac­
tual sales prices. The Company has paid no dividends during 
these periods.

High Low
Bid Ask Bid Ask

FISCAL 1976—
First Quarter................. 1⅞ 2 ⅛ ⅞ 1⅛
Second Quarter............. 2⅜ 2¾ 1⅛ 1⅜ 
Third Quarter................. 1½ 1⅞ ¾ 1⅛
Fourth Quarter.............. 2 2⅜ ⅝ 1

FISCAL 1977—
First Quarter................. 2 2⅜ 1¼ 1⅝
Second Quarter............ 1¼ 1⅝ 1 1⅜
Third Quarter................. 2 ½ 2⅞ 1⅛ 1 /½
Fourth Quarter.............. 4 4 3 /⅜ 2¼ 2⅝

AMERICAN MAIZE-PRODUCTS COMPANY (DEC)

FINANCIAL REVIEW 
Stock Price and Dividend Review
The common stock of American Maize-Products Company 

is traded on the American Stock Exchange. The quarterly 
range of prices and dividends per share during the last two 
years were as follows:

Market Price per Share
Class A Class B

Dividends
1977 High Low High Low per Share
First Quarter......... .. $10⅝ $ 8½ $10½ $ 8½ $.10
Second Quarter.... 9⅛ 7⅝ 9 7 .10
Third Quarter......... 8⅜ 7¼ 8 ¼ 7½ .11
Fourth Quarter......
Total ......................

8⅞ 7½ 8¾ 7½ .11
$.42

1976
First Quarter......... .. $16⅝ $11⅞ $15¾ $11⅝ $.10
Second Quarter.... .. 13⅞ 11 13⅝ 10¾ .10
Third Quarter......... 14 8 ½ 13⅝ 8½ .10
Fourth Quarter......
Total ......................

.. 10⅞ 7 ½ 10½ 7½ .10
$.40

WALT DISNEY PRODUCTIONS (SEP)

MARKET AND DIVIDEND INFORMATION
T h e  principal m arke t for trad ing  W a lt D isn ey  P roductions  

com m o n  stock is th e  N e w  Y o rk  S to ck E x c h an g e . M a rk e t and  
d iv idend  d a ta  for th e  last tw o  fiscal y e a rs  a re  listed below :

Market Price*
1977 High Low Dividends

First quarter.......................................... $49¼  $39⅞  $ .03
Second quarter..................................... 47⅝  33⅞  .04
Third quarter........................................  37⅝  32⅛  .04
Fourth quarter......................................  4 1 ½  35½ .04
Y e a r .......................................................  4 9 ¼  32⅛  .15

1976
First q u a rte r ......................................  50⅝  39⅝  .03
Second quarter....................................  61⅛  48⅝  .03
Third quarter........................................  60⅞  4 8 ½  .03
Fourth quarter......................................  55¼  45¾  .03
Y e a r ....................................................... 61⅛  39⅝  .12

*Adjusted for stock dividends

JOHN FLUKE MFC. CO., INC. (SEP)

PRICE RANGE OF JOHN FLUKE MFG. CO., INC. 
STOCK

Quarter High Low
October 1975-December 1 9 7 5 .................................  12⅛  10
January 1976-March 1 9 7 6 ........................................  17⅞  11⅞
April 1976-June 1976 ................................................  17⅜  13⅛
July 1976-September 1 9 7 6 ........................................  16¾  15 ¼

October 1976-December 1 9 7 6 .................................. 15⅞  13⅛
January 1977-March 1 9 7 7 ........................................  17⅛  15
April 1977-June 1977 ................................................  16 14½
July 1977-September 19 7 7 ........................................  19 14

John  F lu ke  M fg . C o ., Inc. s tock is tra d e d  on th e  A m eric a n  
and  P acific  S to ck  E x c h an g es . S to ck  d iv idends tota ling  5 %  
w e re  paid  in 1 9 7 4 , 1 9 7 5 , 1 9 7 6  and  1 9 7 7 . S to ck d iv id end s  of 
3 %  p er y e a r  w e re  paid  from  1 9 6 8  th rou gh  1 9 7 3 . A  tw o  for o n e  
stock split w a s  p aid  in Ju ly  1 9 7 6 . P rices  listed a b o v e  h av e  
b ee n  ad ju sted  to  re flect th e  e ffec t o f th e  split.
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SEGMENT INFORMATION

Effective for fiscal years beginning after December 15, 
1976, Statement of Financial Accounting Standards No. 14 
requires that financial statements presented in conformity 
with generally accepted accounting principles include 
specified information relating to a reporting entity’s; opera­
tions in different industries, foreign operations and export 
sales, and major customers. Statement No. 14 describes the 
information to be presented and the formats for presenting 
such information. Statement of Financial Accounting Stan­
dards No. 21 , issued in April 1978, amends Statement No. 14 
by stating that the requirements of Statement No. 14 do not 
apply to nonpublic enterprises.

Table 1-3 shows the type of segment information most 
frequently presented as an integral part of the 1977 financial 
statements of the survey companies. In addition to the infor­
mation tabulated in Table 1-3, the following segment informa­
tion was disclosed by the survey companies:

total foreign revenue — 95 companies
total foreign identifiable assets— 53 companies 
export sales — 59 companies
sales to major customers — 59 companies

Since Statement No. 14 was effective for fiscal years begin­
ning after December 15, 1976, approximately 40% of the 
survey companies were not required to present segment in­
formation as an integral part of their financial statements. 
Examples of segment information disclosures follow.

TABLE 1-3: SEGMENT INFORMATION

Industry Geographic
Segments Areas

Revenue .............................................. .......... 324 169
Operating income or loss................. .......... 287 118
Identifiable assets................................ .........  307 161
Depreciation expense........................ .......... 303 19
Capital expenditures........................... .......... 299 19
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Industry Segments

AMAX INC. (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 20: Industry Segments— Information pertaining to 

sales, earnings from operations and assets by industry seg­
ment for the year 1977 appears on page 29.

PAGE 29

AMAX Ten-Year Financial Summary—By Business 
Segments
(amounts for 1972-1968 omitted)
For the Year 
(dollars in millions)

1977 1976 1975 1974 1973
Soles

Molybdenum, nickel and specialty metals........................................................  $ 451 $ 337 $ 242 $ 240 $ 179
Base metals(1) .........................................................................................................  382 398 331 639 571
Fuels .......................................................................................................................  320 284 239 174 134
Iron ore..................................................................................................... ..............  111 97 99 78 60
Chemicals...............................................................................................................  56 53 51 36 22
Forest products........................................................................................ ..............  18 2 — — —

Total sales(2) ................................................. ...................................................  $1,338 $1,171 $ 962 $1,167 $ 966
Earnings from operations before income taxes

Molybdenum, nickel and specialty metals........................................................  $ 93 $ 82 $ 40 $ 33 $ 31
Base metals(1) ........................................................................................ ...............  27 27 26 90 67
Fuels .......................................................................................................................  35 41 44 13 7
Iron ore....................................................................................................................  32 28 37 29 38
Chemicals...... ..........................................................................................................  14 16 22 15 6
Forest products........................................................................................ ..............  1 — — — —
Unallocated corporate expenses.......................................................... ...............  (33) (35) (33) (36) (24)

Earnings from operations before income taxes..........................................  $ 169 $ 159 $ 136 $ 144 $ 125
Assets

Molybdenum, nickel and specialty metals......................................... ..............  $1,099 $ 980 $ 751 $ 505 $ 339
Base metals............................................................................................................  520 517 478 369 317
Fuels ........................................................................................................ ..............  619 537 448 310 250
Iron ore..................................................................................................... ..............  222 212 207 173 168
Chemicals ................................................................................................ ..............  44 33 27 18 17
Forest products........................................................................................ ..............  96 90 — — —
Unallocated corporate assets..............................................................................  396 430 561 398 564

Total assets...................................................................................... ...............  $2,996 $2,799 $2,472 $1,773 $1,655
Capital expenditures and investments

Molybdenum, nickel and specialty metals......................................... ...............  $ 101 $ 185 $ 222 $ 156 $ 61
Base metals............................................................................................. ..............  43 41 99 77 111
Fuels ........................................................................................................ ..............  195 180 132 90 67
Iron ore..................................................................................................... ..............  20 17 47 33 11
Chemicals ................................................................................................ ..............  8 8 4 1 1
Forest products...................................................................................... ..............  6 88 — — —
Corporate ................................................................................................ ..............  20 12 31 51 3

Total capital expenditures and investments................................ ..............  $ 393 $ 531 $ 535 $ 408 $ 254
Depreciation and depletion

Molybdenum, nickel and specialty metals......................................... ..............  $ 26 $ 14 $ 11 $ 8 $ 10
Base metals............................................................................................. ..............  21 22 13 9 7
Fuels ........................................................................................................ ..............  29 25 21 17 14
Iron ore..................................................................................................... ..............  11 11 12 10 5
Chemicals................................................................................................ ..............  2 1 1 1 1
Forest products........................................................................................ ..............  2 — — — —
Corporate ................................................................................................ ..............  3 2 1 1 1

Total depreciation and depletion.................................................... ..............  $ 94 $ 75 $ 59 $ 46 $ 38
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(1) In 1975, AMAX began recording results from certain commodity exchange sale and purchase transactions as a single net item to improve reporting 
of the relationship between sales and costs of sales. Previously, each transaction was recorded as a purchase or sale. Both sales and costs include 
$124 million in 1974, and $169 million in 1973 applicable to such transactions; the amounts applicable to prior years were not significant. This change 
had no effect on net earnings. Fees and commissions and compensation from RCM have been included as part of Base Metals.

(2) Sales of molybdenum, coal and copper (excluding charges for copper toll refining and copper commodity exchange transactions) to total sales for 
the last five years were as follows

1977 1976 1975 1974 1973
Molybdenum ................................................................................  26%  24%  20%  18% 16%
Coal ................................................................................................  22 22 24 12 10
Copper ...........................................................................................  17 15 11 17 17

(3) Descriptions of the industry segments appear elsewhere in this report. Exploration expenditures have been allocated to each segment and prior 
years have been restated. Corporate assets are principally cash and equivalent and investments in Alumax Inc. and other companies.

AMERICAN BILTRITE INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note J: Industry Segments—The Company operates in 
three principal industries; industrial rubber and plastics, foot­
wear and flooring. The Industrial Division principally man­
ufactures industrial and fire hose, garden and automotive 
hose, sheet rubber packing, matting, pressure sensitive tape, 
and flat belts. These products are marketed through dis­
tributors as well as directly to original equipment manufactur­
ers and end users. The Footwear Division produces and

through distributors to shoe repair shops. Sheet vinyl and 
vinyl abestos floor coverings are manufactured by the Floor­
ing Division with distribution primarily through floor covering 
distributors, retailers and contractors for commercial and res­
idential use. The Company has a Canadian subsidiary which 
manufactures and markets products in each of the above 
industries.

Following is a tabulation of the 1977 business segment
markets heels and soles, selling to shoe manufacturers and data:

Net Sales and Operating Identifiable Depreciation Capital
Business Segments Other Income Losses Assets 

(In thousands)
Expense Expenditures

Industrial products................................... $ 95,074 ( $5,505) $ 55,310 $2,250 $4,421
Footwear products................................... 51,414 ( 666) 20,485 1,345 894
Flooring products....................................
Sales elimination......................................

50,979  
( 4,510)

( 3,436) 35,537 1,364 1,620

Corporate other income.........................

Investment in affiliates...........................

General corporate expenses.................
Interest expense......................................

192,957
219

$193,176

( 9,607)* 
219

( 596)
( 3,941) 
($13,925)

111,332

4,680
$116,012

$4,959 $6,935

*Includes provision for plant shutdown and product line rearrange­
ment of $6,587 which affects the segments as follows: Industrial 
$3,020, Footwear $657 and Flooring $2,910.

Amounts included in the above segment information relat­
ing to the Company’s Canadian subsidiary are summarized 
as follows:

Net sales and other income................................................... $23,667
Sales elimination.............. ......................................................  237
Sales to unaffiliated customers............................................  $23,430
Operating (loss)....................................................................... ($ 606)
Identifiable assets.................................................................... 12,857
Depreciation expense............................................................  537
Capital expenditures...............................................................  1,157

Intersegment and interarea sales are accounted for at 
prices which generally approximate cost. Operating profit is 
total revenue less operating expenses, excluding interest and 
general corporate expenses. Identifiable assets by industry 
includes both assets directly identified with those operations 
and an allocable share of jointly used assets.
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NOTES TO FINANCIAL STATEMENTS 
Note 14: Business Segments— Information about the 

Company’s operations in different businesses for the years 
ended December 31, 1977 and 1976 is as follows (See Note 
17 regarding discontinuance of Furnishings business and 
Note 18 regarding dispositions of certain operating units.):

CHAMPION INTERNATIONAL CORPORATION
(DEC)

(in thousands of dollars)
Building

Materials

Papers 
and Milk 

Cartons

Paper
Packaging

Products Eliminations Consolidated
Net Soles to Unaffiliated Customers:

1977 ....................................................................................... $1,548,000 $1,056,918 $521,703 $ - $3,126,621
1976 ....................................................................................... 1,459,956 1,078,218 541,172 — 3,079,346

Intersegment Net Soles:
1977 ....................................................................................... $ 27,660 $ 1,395 $ 304 $(29,359) $ -
1976 ....................................................................................... 22,522 980 — (23,502) —

Total Net Sales:
1977 ....................................................................................... $1,575,660 $1,058,313 $522,007 $(29,359) $3,126,621
1976 ....................................................................................... 1,482,478 1,079,198 541,172 (23,502) 3,079,346

Segment Income from Operations:
1977 ....................................................................................... $ 134,249 $ 134,753 $ 55,299 $ 24 $ 324,325
1976 ....................................................................................... 100,566 126,995 71,139 285 298,985

Identifiable Assets:
1977 ....................................................................................... $ 678,755 $ 780,067 $342,120 $ - $1,800,942
1976 ....................................................................................... 626,371 818,481 339,032 (4) 1,783,880

Capitol Expenditures:
1977 ....................................................................................... $ 57,251 $ 85,658 $ 40,185 $ - $ 183,094
1976 ....................................................................................... 25,193 77,228 16,553 — 118,974

Depreciation Expense and Cost of Timber Harvested:
1977 ....................................................................................... $ 44,530 $ 42,691 $ 22,186 $ - $ 109,407
1976 ....................................................................................... 40,454 39,145 21,901 — 101,500

Information about the Company’s operations in different 
geographic areas for the years ended December 31, 1977 
and 1976 is as follows (See Note 17 regarding discon­
tinuance of Furnishings business and Note 18 regarding dis­
positions of certain operating units.):

(in thousands of dollars) U.S. Canada All Other Eliminations Consolidated
Net Sales to Unaffiliated Customers:

1977 ....................................................................................... $2,646,898 $356,603 $123,120 $ - $3,126,621
1976 ............................................................................ ......... 2,522,752 330,215 226,379 — 3,079,346

Intersegment Net Sales:
1977 ....................................................................................... $ 2,403 $ 6,902 $ 1,042 $(10,347) $ -
1976 ....................................................................................... 4,564 10,179 1,092 (15,835) —

Total Net Sales:
1977 ....................................................................................... $2,649,301 $363,505 $124,162 $(10,347) $3,126,621
1976 ....................................................................................... 2,527,316 340,394 227,471 (15,835) 3,079,346

Segment Income from Operations:
1977 ....................................................................................... $ 282,252 $ 20,101 $ 21,988 $ (16) $ 324,325
1976 ....................................................................................... 262,232 24,132 12,465 156 298,985

Identifiable Assets:
1977 ....................................................................................... $1,455,719 $198,641 $146,729 $ (147) $1,800,942
1976 ....................................................................................... 1,354,084 181,503 248,393 (100) 1,783,880

Capital Expenditures:
1977 ....................................................................................... $ 165,233 $ 8,655 $ 9,206 $ — $ 183,094
1976 ....................................................................................... 71,364 5,286 42,324 — 118,974

Depreciation Expense and Cost of Timber Harvested:
1977 ....................................................................................... $ 92,785 $ 10,112 $ 6,510 $ - $ 109,407
1976 ....................................................................................... 84,649 10,252 6,599 — 101,500
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A reconciliation of the segm ent’s information to consoli­
dated amounts is as follows:

(Years Ended December 31)
(in thousands of dollars) 1977 1976
Consolidated segments' income from operations......................................................................................................  $ 324,325 $ 298,985

General corporate expense....................................................................................................................................  (38,555) (27,615)
Consolidated income from operations...................................................................................................................  285,770 271,370
Equity in net income (loss) from real estate and 50%  or less owned affiliates........................................... 4,491 (114)
Interest and debt expense (net of interest capitalized).....................................................................................  (53,725) (58,973)
Other income (expense)— n e t................................................................................................................................ 11,756 2,175

Income before income taxes— continuing operations..................................................................................  $ 248,292 $ 214,458
Consolidated segments' identifiable assets................................................................................................................ $1,800,942 $1,783,880

Equity in and advances to real estate and 50%  or less owned affiliates (exclusive of immaterial vertically
integrated operation).........................................................................................................................................  6,761 24,018

Timber, timberlands and corporate assets...........................................................................................................  656,954 756,590
Total assets......................................................................................................................................................... $2,464,657 $2,564,488

Consolidated segments' capital expenditures............................................................................................................. $ 183,094 $ 118,974
Timber, timberlands and corporate capital expenditures..................................................................................  55,628 49,608

Total capital expenditures.................................................................................................................................  $ 238,722 $ 168,582
Consolidated segments' depreciation expense and cost of timber harvested....................................................... $ 109,407 $ 101,500

General corporate depreciation expense............................................................................................................. 1,445 1,325
Total depreciation expense and cost of timber harvested..........................................................................  $ 110,852 $ 102,825

(a) Intersegment net sales are made at prevailing market 
prices. The majority of Building Materials’ Intersegment net 
sales consists of pulp and chip sales to the Papers and Milk 
Cartons and Paper Packaging Products segments. Sales to 
foreign customers or to a single customer are insignificant. 
The accounting policies described in Note 1 are also applica­
ble to the Company’s business segments.

(b) Corporate identifiable assets and capital expenditures 
include the assets and capital expenditures of the Company’s 
timber and timberlands operations and the discontinued Fur­
nishings business. General corporate expenses are princi­
pally administrative and general expenses.

The Company’s timber and timberlands assets (and capital 
expenditures) support all segments, but were not allocated to 
the various segments because the identification of the 
specific timber and timberlands assets associated with any 
one segment is Impossible to determine and any allocation of 
these assets to the segments would be arbitrary. The timber 
that has been harvested and transferred as logs or pulpwood 
to the various business segments has been included in the 
operating results of the segments at cost.

(c) Net income before minority interest of the Company’s 
foreign operations for 1977 and 1976 was $20,991,000 and 
$5,656,000, respectively, of which $11,091,000 and 
$11,073,000, respectively, was attributable to the Company’s 
Canadian operations.

Net income after minority interest of the Company’s foreign 
operations for 1977 and 1976 was $17,373,000 and 
$4,290,000, respectively, of which $7,899,000 and 
$7,858,000, respectively, was attributable to the Company’s 
Canadian operations.

COLT INDUSTRIES INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 9: Segment Information—The company’s operations 

are conducted through divisions within five industry seg­
ments consisting of:

Industrial and Power Equipment—fabricated metal prod­
ucts, weighing systems, industrial diesel engines and acces­
sories, compressors, machine tools and measuring equip­
ment, transformers and firearms.

Materials—specialty carbon and low-alloy steels, stainless 
and other special-purpose steels.

Fluid Control Systems—automotive carburetors, pumps 
and aerospace fuel systems and controls.

Industrial Seals and Components—gaskets, packings, 
valves, and other devices to prevent leakage and seal out 
contaminants.

Shock Mitigation Systems—aircraft landing gear and other 
shock mitigation and flight control systems.

Information on the company’s industry segments for the 
year ended December 31, 1977 is as follows (in millions):
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Industry Segments Sales
Operating

Income
Total

Assets

Depreciation
and

Amortization

Additions
to

Properties
Industrial and power equipment.................. $ 453 $ 48.2 $ 296 $ 8.0 $14.6
Materials ....................................................... 582 42.8 375 15.9 18.7
Fluid control systems.................................... 238 35.4 101 5.9 3.8
Industrial Seals and Components................ 206 25.3 177 5.6 6.9
Shock Mitigation Systems............................ 77 11.0 65 1.5 2.0
Intersegment elimination.............................. (31) — — — —
Total segments............................................... 1,525 162.7 1,014 36.9 46.0
Interest expense............................................ — (25.3) — — —
Interest income.............................................. — 5.4 — — —
Corporate unallocated................................... — (13.6) 98 .2 .1
Net sales, earnings before income taxes, 

and total assets....................................... $1,525 $129.2 $1,112 $37.1 $46.1

Information on the company’s operations by geographic 
segments for the year ended December 31, 1977 is as fol­
lows (in millions):

Geographic Segments Sales
Earnings Before 

Income Taxes
Total

Assets
Domestic operations............. $1,404 $123.2 $1,044
Foreign operations................ 138 6.0 132
Intersegment elimination.... (17) — (64)
Total consolidated................ $1,525 $129.2 $1,112

CUTLER-HAMMER, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 14: Industry Segment Information—The description 

of the industry segments of Cutler-Hammer is contained on 
pages 32 to 35 of this report. Intersegment and export sales 
are not material in relation to consolidated revenues. Income 
from operations represents net sales less operating ex­
penses. Approximately 25 percent of consolidated sales are 
for products sold to the United States Government. Financial 
information by segments is presented below:

Sales
Operating

Income Assets

Provision
For

Depreciation
Capital

Expenditures

Industrial control...................................... $187.5 $26.3
(In Millions)
$138.8 $2.8 $ 4.3

Specialty products................................... 115.0 16.7 60.4 2.9 4.9
Instruments and systems........................ 126.8 13.2 46.9 1.5 1.5
Construction apparatus........................... 87.7 8.9 44.6 .9 2.1

517.0 65.1 290.7 8.1 12.8
Unallocated items:

Corporate ........................................... (8.1) 44.2 .5 2.1
Interest expense, n e t...................... — (6.7) — — —

O ther.................................................. — (3.5) — — —
Consolidated.............................................. $517.0 $46.8 $334.9 $8.6 $14.9
Foreign operations (included above—  

principally industrial control)........... $ 84.3 $ 5.0 $ 75.6 $1.4 $ 2.3

The foreign operations of the Company are widely dis­
persed in Europe, Africa, North and South America and the 
Pacific Far East, none of which individually is material in 
relation to consolidated revenues or assets employed. The 
effect of foreign currency fluctuations on cost of sales, 
amounting to $1.6 million, has been charged to foreign opera­
tions.

Corporate items include general corporate management 
costs, interest income, interest expense, and income related 
to corporate assets. Corporate assets include cash and mar­
ketable securities, the $30.5 million investment in Leeds & 
Northrop Company, investments in nonconsolidated af­
filiates, and fixed assets primarily used for corporate pur­
poses.
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NOTES TO FINANCIAL STATEMENTS
Note N: Geographic and Industry Segments— In accor­

dance with the requirements of Financial Accounting Stan­
dard No. 14, somewhat expanded segment information is 
presented for 1977. Comparative data on the basis previ­
ously presented, which is unaudited, appears on pages 20, 
21, and 30.

The Company conducts its worldwide operations through 
separate geographic area organizations which represent 
major markets or combinations of related markets. Those 
areas and their results for 1977 were (in millions):

THE DOW CHEMICAL COMPANY (DEC)

Twelve months ended December 31, 1977:
Sales to unaffiliated customers.....................
Transfers between areas................................

Total sales and transfers.........................
Operating income............................................
Profit before income taxes...........................
Identifiable assets at December 31, 1977 .

Transfers between areas are valued at cost plus a markup.

There were no direct sales to foreign customers from 
domestic operations. However, products exported from the 
United States and sold by the other areas amounted to $602 
million in 1977 compared with $567 million in 1976. These 
amounts exclude exports of intermediate products valued at 
$109 million in 1977 and $100 million in 1976.

During 1977 two new areas were designated: Brazil and 
Middle East/Africa. It is anticipated results for the new areas 
will be reported separately beginning in 1978.

Aggregation of products into industry segments is gener­
ally made on the basis of process technology and channels of 
distribution. The Chemicals/Metals segment embodies chem­
icals, hydrocarbon intermediates and the Company’s mag­
nesium business. The Plastics/Packaging segment includes 
large volume polyethylene and polystyrene products as well 
as a variety of plastic coatings, films and foams. The 
Bioproducts/Consumer Products segment encompasses 
human, animal and plant health care products, in addition to 
household films and cleaning chemicals.

Industry segment results for 1977 were (in millions):

United
States

Europe/
Africa

Latin
America Canada Pacific

Eliminations
and

Corporate
Assets Consolidated

$3,456.8 $1,618.6 $467.8 $396.4 $294.7 $6,234.3
534.8 77.7 1.0 25.4 .2 $(639.1)

$3,991.6 $1,696.3 $468.8 $421.8 $294.9 $(639.1) $6,234.3
$ 654.6 $ 200.5 $ 53.9 $ 64.8 $ 38.0 $1,011.8
$ 621.7 $ 194.1 $ 26.6 $ 47.8 $ 43.1 $ 933.3
$3,952.2 $1,932.5 $686.8 $697.6 $362.3 $ 43.8 $7,675.2

Twelve months ended December 31, 1977:
Sales to unaffiliated customers...................
Intersegment transfers.................................

Total sales and transfers......................
Operating income....... .................................
Identifiable assets at December 31, 1977
Depreciation...................................................
Additions to property....................................

Chemicals/ Plastics/
Bioproducts/

Consumer

Eliminations
and

Corporate
Metals Packaging Products Assets Consolidated

$3,332.8 $2,146.2 $755.3 $6,234.3
711.8 31.2 3.4 $(746.4)

$4,044.6 $2,177.4 $758.7 $(746.4) $6,234.3
$ 597.9 $ 370.6 $ 43.3 $1,011.8
$4,177.2 $1,844.5 $808.3 $ 845.2 $7,675.2
$ 321.7 $ 112.8 $ 44.1 $ 478.6
$ 837.4 $ 262.1 $ 63.5 $1,163.0

Transfers between industry segments are generally valued 
at standard cost.
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Segment reporting— Information about the company’s 
business segments and geographical areas of operation is 
provided on pages 29 and 30 of this report. 1977 financial 
data and segment descriptions on these pages are incorpo­
rated by reference in these notes.

Income contribution by segment or geographical area is 
total revenue less operating expenses, excluding: general 
corporate expenses, interest expense, interest income, in­
come on sales between segments or geographical areas, 
income taxes and net earnings or losses of nonoperating 
subsidiaries including Dravo Leasing Company.

Tangible and intangible assets identified to a segment or 
geographical area, including an allocation of those that are 
jointly used, represent the assets employed in the operation 
of each segment. Cash, marketable securities, and other as­
sets that are controlled and held for general corporate needs 
are included as corporate items.

DRAVO CORPORATION (DEC)

Financial Review: Business Segments
Revenue and income contribution
(In millions) 1977 1976 1975 1974 1973
Revenue:

Engineering Construction.......................................................  $529.7 $504.1 $502.8 $326.4 $237.8
Manufacturing......................................................................... 200.7 1 73.9 156.7 121.5 1 06.0
Natural Resources..................................................................  36.8 31.0 21.2 19.6 18.6
Equipment ...............................................................................  77.8 56.0 57.4 53.2 43.5
Transportatio n ......................................................................... 47.0  47.3 39.2 41.7  28.1
Intersegment items................................................................. (39.8) (77.3) (27.7) (22.8) (18.5)

Total revenue....................................................................  $852.2 $735.0 $749.6 $539.6 $415.5
Income contribution:

Engineering Construction.......................................................  $ 25.5 $ 22.7 $ 17.2 $ 18.6 $ 2.2
Manufacturing ......................................................................... 15.0 12.5 10.0 1.3 10.0
Natural Resources................................   1.0 (1.1) 1.4 1.7 4 .7
Equipment ............................................................................... 3.5 2.3 4 .5  4 .4  2.0
Transportation......................................................................... 1.2 5.1 1.5 4 .2  4.1
Interest expense.....................................................................  (8.2) (8.0) (10.7) (9.1) (4.1)
Intersegment and corporate items.......................................  (8.1) (7.6) (3.2) (2.7) (4.8)

Total pretax income......................................................... $ 29.9 $ 25.9 $ 20.7 $ 18.4 $ 14.1

Business segments
Dravo operates within five segments— Engineering Con­

struction, Manufacturing, Natural Resources, Equipment and 
Transportation. The nature of the business and products and 
the current activity of each segment are described on pages 
7 through 24. Management’s analysis of revenue and earn­
ings, on page 28, provides additional information on segment 
operating results.

Revenue shown by segment includes both sales to nonaf­
filiated customers, as reported on the company’s consoli­
dated statement of income, and intersegment sales, which 
are principally at competitive market price. Intersegment 
sales for 1977, totaling $39.8 million, are comprised of $3.4 
million in Engineering Construction, $33.1 million in Manufac­
turing, $2.9 million in Equipment and $.4 million in Transpor­
tation revenues.

Revenue of Engineering Construction, while in excess of 
50 percent of consolidated revenue, reflects the segment’s 
efforts in the marketing of engineering and construction ser­
vices throughout the world. Application of these talents is not 
limited to any particular area and typically encompasses 
many different types of projects from year to year. In 1977, 
revenue of this segment includes $168.9 million from contract 
activity with a customer engaged in the processing of iron ore 
for the steel industry.
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Other segment information

(In millions)
Assets Employed as of Capital Depreciaton and

December 31, 1977 Expenditures 1977 Amortization 1977
Engineering construction...................................... $ 90.7 $ 2.4 $ 4.0
Manufacturing....................................................... 61.8 1.9 2.6
Natural Resources................................................. 82.1 3.5 3.3
Equipment ............................................................. 52.0 .9 .6
Transportation....................................................... 74.0 8.8 3.7
Intersegment and corporation items................... 35.1 (2.1) .4

Total ................................................................. $395.7 $ 15.4 $ 14.6

Operations by geographic areas

Revenue Income Assets Employed as of
(In millions) 1977 Contribution 1977 December 31, 1977
United States.......................................................... $680.6 $ 34.1 $325.6
Foreign.................................................................... 171.6 10.4 22.6
Corporate items...................................................... — (14.6) 47.5

Total ................................................................. $852.2 $ 29.9 $395.7

Operations by geographic areas
Dravo conducts business on a worldwide scale by (a) ex­

porting from the United States principally its engineering, 
technology and construction management services, fabri­
cated and manufactured products, and constructor’s equip­
ment; (b) by construction operations in foreign areas; and (c) 
by operations of subsidiary companies in foreign areas. Dur­
ing 1977, Dravo’s international business activities, conducted 
in about 30 foreign nations, produced revenue of $248 million 
compared to $154 million in 1976. This includes $76 million of 
exports in 1977 to nonaffiliated customers and nearly $172 
million of revenue from foreign operations.

FMC CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 12: Industry segments—The Financial Accounting 
Standards Board in December, 1976 issued Statement of 
Financial Accounting Standards No. 14, “ Financial Reporting 
for Segments of a Business Enterprise” (FASB 14). FASB 14 
requires FMC to report for fiscal years beginning after De­
cember 15 , 1976 information about the components of FMC’s 
operations engaged in providing related products (referred to 
as industry segments), its foreign operations, export sales 
and major customers. Information about foreign operations 
and export sales is presented in Note 13.

FMC operates worldwide in six industry segments: Food 
and Agricultural Machinery and Chemicals; Industrial Chemi­
cals; Material and Natural Resource Handling Equipment; 
Construction and Power Transmission Products; Govern­
ment and Municipal Equipment; and Special Products. The 
operations in each of these segments are described on 
pages 6 and 7 of this annual report.

Sales of industry segments include both sales to unaf­
filiated customers and intersegment sales which are re­
corded at normal selling prices. Such intersegment sales are 
not significant to the total revenue of any individual industry 
segment. Operating profit is total revenue less operating ex­
penses. In computing operating profit, none of the following 
items has been added or deducted: general corporate in­
come and expenses, interest expense, income taxes, equity 
in net earnings of affiliated companies, loss from discon­
tinued operations, or minority interest. Identifiable assets by 
industry segment are those assets that are used in FMC’s 
operations in each segment. Corporate assets are principally 
marketable securities and investments in affiliated com­
panies.
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No single custom er accounted for m ore than 10%  of sales, 
except sales to various agencies of the U .S . G overnm ent 
which in the aggregate  totaled $ 2 3 2 ,0 6 7 ,0 0 0  in 1977  and  
$ 2 6 1 ,2 7 8 ,0 0 0  in 1976. T h ese  sales are  m ade primarily by the  
G overnm ent and Municipal Equipm ent operations.

Operations by indus­
try segment 
(Dollars in thousands)

Food and Material and
agricultural natural Construction Government
machinery resource and power and

and Industrial handling transmission municipal Special FMC
chemicals chemicals equipment products equipment products Eliminations consolidated

Year ended 
December 31, 1977:
Soles .........................  $406,773 $582,429 $540,503 $351,986 $348,427 $84,941 $(22,844) $2,292,215
Operating profit........  $ 32,672 $113,162 $ 44,193 $ 11,552 $ 44,879 $ 4 ,6 1 4  $ 2 $ 251,074
Other* ......................  (47,255)
Income before income

taxes..................... $ 203,819
Identifiable assets.... $381,578 $506,492 $318,998 $324,613 $120,955 $47,558 $ (773) $1,699,421
Corporate assets......  422,122
Total assets at De­

cember 31, 1977 2,141,533
Depreciation ............. $ 14,971 $ 34,193 $ 8,805 $ 12,558 $ 4,371 $ 1,723
Capital expenditures. $ 47,278 $ 58,923 $ 20,706 $ 25,680 $ 11,332 $ 2 ,7 6 9
Year ended 
December 31, 1976:
Sales .........................  $374,443 $523,356 $497,598 $319,680 $312,711 $73,840 $(35,751) $2,065,877
Operating profit........  $ 24,354 $137,780 $ 41,636 $ 8,993 $ 3 1 ,4 9 1  $ 1,389 $ 418 $ 246,061
Other* ......................  (55,625)
Income before income

taxes..................... $ 190,436
Identifiable assets.... $292,028 $422,846 $285,323 $289,165 $103,658 $46,725 $ (948) $1,438,797
Corporate assets....... 480,756
Total assets at De­

cember 31, 1976 $1,919,533
Depreciation ............. $ 12,000 $ 28,335 $ 6,292 $ 8,993 $ 3,469 $ 1,370
Capital expenditures. $ 49,475 $ 24,463 $ 16,406 $ 14,257 $ 5,247 $ 1,298

*Includes general corporate expenses and other income, interest expense and equity in net earnings of affiliated companies as shown in the 
accompanying consolidated statement of income.
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N o te  13: F o re ig n  o p e ra tio n s — Foreign operations by geo­
graphic a rea  are presented in conformity with S tatem ent of 
Financial Accounting Standards No. 14 (see  Note 12).

Operations by geographic area 
(Dollars in thousands)

Asia,
Latin America Western Africa FMC

United States and Canada Europe and others Eliminations consolidated
Year ended December 31, 1977:
Sales to unaffiliated customers............................. $2,040,405 $108,951 $125,319 $17,540 $ —  $2,292,215
Transfers between geographic areas.................. 33,987 3,036 6,282 225 (43,560) —
Total sales................................................................. $2,074,392 $111,987 $131,601 $17,795 $(43,560) $2,292,215
Operating profit.......................................................  $ 231,658 $ 8,703 $ 8,960 $ 1,503 $ 250 $ 251,074
Other* .....................................................................  (47,255)
Income before income taxes.................................  $ 203,819
Identifiable assets....................................................  $1,443,932 $ 82,248 $160,002 $15,152 $ (1,913) $1,699,421
Corporate assets...................................................... 442,112
Total assets at December 31, 1 97 7 .................. $2,141,533

Year ended December 31, 1976:
Sales to unaffiliated customers............................  $1,860,970 $ 95,549 $ 89,860 $19,498 $ —  $2,065,877
Transfers between geographic areas .................. 25,719 1,023 3,076 490 (30,308) —
Total sales................................................................. $1,886,689 $ 96,572 $ 92,936 $19,988 $(30,308) $2,065,877
Operating profit.......................................................  $ 218,716 $ 15,560 $ 8,675 $ 3,255 $ (145) $ 246,061
Other* .....................................................................  (55,625)
Income before income taxes.................................  $ 190,436
Identifiable assets....................................................  $1,295,853 $ 63,405 $ 63,207 $18,651 $ (2,319) $1,438,797
Corporate assets...................................................... 480,756
Total assets at December 31, 1976 .................. $1,919,553

*Includes general corporate expenses and other income, interest expense and equity in net earnings of affiliated companies as shown in the 
accompanying consolidated statement of income.

Export sales to unaffiliated custom ers are sum m arized by 
destination of sales as follows;

(Dollars in thousands)
Latin Middle

America Western East and Asia and
and Canada Europe Africa Others Total

1977 ...................  $83,192 96,845 127,314 77,579 $384,930
1976 ...................  $79,697 67,247 189,394 45,375 $381,713

T h e  net assets and net income of consolidated foreign 
subsidiaries (including investments in, and equity in earnings  
of, foreign affiliates) w ere as follows;

1977 1976
(Dollars in thousands)

Net assets at year-end..................... $147,415 $114,487
Net income.........................................  $ 12,893 $ 18,269

Dividends of $ 6 ,5 0 2 ,0 0 0  in 197 7  and $ 6 ,3 6 2 ,0 0 0  in 1976  
w ere received from such foreign operations. Foreign cur­
rency exchange adjustments am ounted to a pre-tax loss of 
$ 8 ,7 6 5 ,0 0 0  in 1977  and $ 1 ,1 3 5 ,0 0 0  in 1976.
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GENERAL SIGNAL CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 10: Net Sales, Operating Income and Identifiable 

Assets by Product Group*

(in thousands) 1977 1976 1975 1974 1973
Net sales:
Environmental and industrial process controls.........................  $318,572 $306,840 $261,820 $196,089 $148,388
Transportation controls................................................................. 228,280 183,924 179,563 160,896 135,255
Energy distribution and control................................................... 277,279 259,756 224,310 235,017 207,698
Home appliances............................................................................ 51,382 47,362 38,215 47,124 52,543
Total ............................................................................................... $875,513 $797,882 $704,908 $639,126 $543,884
Operating income (loss):
Environmental and industrial process controls.........................  $ 47,452 $ 44,853 $ 34,485 $ 24,107 $ 16,006
Transportation controls................................................................. 33,301 22,443 18,794 19,490 17,072
Energy distribution and control................................................... 28,740 27,124 21,285 23,548 23,673
Home appliances............................................................................ 4,592 967 1,126 (104) 1,412
Total ............................................................................................... $114,085 $ 95,387 $ 75,690 $ 67,041 $ 58,163
Equity income................................................................................  1,241 519 286 1,109 1,422
Interest expense............................................................................ (6,850) (6,258) (7,288) (8,517) (3,605)
Corporate expenses.....................................................................  (11,739) (11,312) (8,518) (8,026) (7,947)
Earnings before income taxes....................................................  $ 96,737 $ 78,336 $ 60,170 $ 51,607 $ 48,033
Identifiable assets:
Environmental and industrial process controls.........................  $188,046 $170,905 $167,871 $153,197
Transportation controls................................................................. 106,437 97,966 96,314 93,909 **
Energy distribution and control................................................... 161,397 151,395 136,632 139,633
Home appliances............................................................................ 31,748 31,010 31,548 35,917
Total ............................................................................................... $487,628 $451,276 $432,365 $422,656
General corporate assets............................................................  102,270 73,133 37,111 25,972
Investment in affiliates................................................................. 11,083 9,556 10,758 11,107
Total assets.................................................................................... $600,981 $533,965 $480,234 $459,735 $384,585
Depreciation and amortization:
Environmental and industrial process controls................  $ 5,375 $ 4,590 $ 3,664 $ 3,035 $ 2,657
Transportation controls................................................................. 3,350 3,332 3,025 2,792 2,636
Energy distribution and control................................................... 3,964 3,919 3,652 3,230 2,938
Home appliances............................................................................ 1,556 1,566 1,421 1,413 1,195
Capital expenditures:
Environmental and industrial process controls................ $ 9,960 $ 9,830 $ 10,791 $ 7,433 $ 10,802
Transportation controls................................................................. 4,106 4,440 4,723 3,506 3,167
Energy distribution and control................................................... 6,355 5,725 4,773 7,336 3,746
Home appliances............................................................................ 1,496 1,152 1,166 2,204 4,068
Equity in affiliates:
Equity income................................................................................  $ 1,241 $ 519 $ 286 $ 1,109 $ 1,422
Investment in affiliates................................................................. 11,083 9,556 10,758 11,107

*Adjusted to segregate corporate expenses, interest expense and equity income in accordance with Financial Accounting Standards Board 
Statement No. 14.

**Details not available.
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MCA INC.

Consolidated Statement of Income

Revenues
1977 1976

Filmed entertainment...........
Records and music publish­

ing ....................................

$561,368,000

99,800,000

$506,919,000

112,378,000
Retail and mail order........... 136,520,000 117,235,000
Other operations................... 79,947,000 66,386,000

Costs and Expenses of 
Operating Divisions

877,635,000 802,918,000

Filmed entertainment...........
Records and music publish­

ing ....................................

454,000,000

87,734,000

406,285,000

90,652,000
Retail and mail order .......... 120,291,000 102,909,000
Other operations................... 64,028,000 52,918,000

Operating Income of Divi­
sions

726,053,000 652,764,000

Filmed entertainment...........
Records and music publish­

ing ....................................

107,368,000

12,066,000

100,634,000

21,726,000
Retail and mail order........... 16,229,000 14,326,000
Other operations................... 15,919,000 13,468,000

$151,582,000 $150,154,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Business Segments and International 
Operations—The Company’s business activities consist of 
four business segments: filmed entertainment, records and 
music publishing, retail and mail order and other operations. 
A description of these business segments is included on 
page 1 of this annual report. The revenues and operating 
income of each of these business segments are separately 
reported in the consolidated statement of income. Revenues 
between segments are insignificant.

A substantial amount of MCA’s revenues are from the 
three national television networks and their affiliated com­
panies. Revenues from thse television networks were 
$191,726,000 in 1977 and $166,460,000 in 1976.

Certain segment financial information follows (in 
thousands of dollars):

1977 1976
Identifiable Assets
Filmed entertainment (including investment

in CIC) ....................................................... $474,865 $385,369
Records and music publishing...................... 50,011 46,840
Retail and mail order....................................
Other operations (including investment in

55,867 46,683

Columbia Savings and Loan)................. 144,013 104,018
694,756 582,910

Corporate assets (primarily certificates of
deposit and short term investments)... 182,032 144,595

$876,788 $727,505
Capital Expenditures
Property, Plant and Equipment
Filmed entertainment.................................... $ 6,714 $ 6,345
Records and music publishing...................... 2,018 1,735
Retail and mail order.................................... 4,475 5,482
Other operations............................................ 5,461 5,345
Corporate ....................................................... 7 114

18,675 19,021
Less— retirements, sales and intersegment

transfers.................................................... 1,154 2,781
$ 17,521 $ 16,240

Depreciation and Amortization 
Plant and Equipment
Filmed entertainment.................................... $ 5,988 $ 4,987
Records and music publishing...................... 932 592
Retail and mail order.................................... 2,111 1,850
Other operations............................................ 2,754 2,730
Corporate ....................................................... 62 63

$ 11,847 $ 10,222

The consolidated financial statements include the following 
amounts of the Company’s fully consolidated foreign sub­
sidiaries (in thousands of dollars):

1977
Revenues 
Export Revenues
Europe ............................................................  $ 45,761
Western Hemisphere (excluding United

States).......................................................  51,626
Asia ................................................................. 24,540
O ther...............................................................  11,016

132,943
Foreign Revenues........................................... 32,420

$165,363
Net Assets.......................................................  $100,385
Net Income...................................................... $ 16,306

1976

$ 63,173

55,665 
34,275 
14,170 

167,283 
26,635 

$193,918 
$ 76,652 
$ 20,609

Export revenues are foreign revenues produced by identi­
fiable assets located in the United States while foreign rev­
enues are generated by identifiable assets located in foreign 
countries.

The above net income of fully consolidated foreign sub­
sidiaries is net of both foreign and United States income 
taxes. The provision for income taxes on foreign earnings 
includes full provision for both current and deferred federal, 
state and foreign income taxes at prevailing tax rates based 
on pretax income.

Foreign currency translation gains and losses included in 
the determination of net income have not been significant.
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PHELPS DODGE CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 13: Segment Reporting— Information regarding 

segments of the Corporation’s business is reported on the 
top of pages 16 and 17 of this Annual Report and is an 
integral part of these financial statements.

BUSINESS SEGMENTS (1976 AMOUNTS OMITTED)—
Our business consists of three segments: Primary Metal, 

Manufacturing and Energy. The principal activities of each 
segment are described below, and the accompanying table 
presents our results of operations by segment. Investments, 
including Consolidated Aluminum Corporation, are not in­
cluded in any business segment.

Primary Metal includes copper mining, smelting and refin­
ing, copper rod rolling (conducted by our subsidiary, Phelps 
Dodge Industries, Inc.) and activities related to our mining 
and smelting operations. Our copper is sold mostly to others 
as refinery shapes or rods, and also to our manufacturing 
divisions. Primary Metal also includes smelting and refining 
copper and rolled copper into rod for others on a toll basis, 
producing small quantities of gold, silver and other precious 
metals and copper chemicals, principally as by-products, and 
sulfuric acid from air quality control facilities.

Manufacturing encompasses the operating divisions of 
Phelps Dodge Industries, Inc. (except for rod rolling) which 
manufacture a broad range of copper and copper-alloy prod­
ucts. Major products include magnet wire, power cables, 
building wire, telephone cables, copper tubing, bare and 
stranded wire, and castings, bushings and fittings. Non­
operating income for 1976 includes a provision for losses 
related to Manufacturing (see Note 5 to Consolidated Finan­
cial Statements).

Energy includes exploring for and mining and milling 
uranium ore, principally by our subsidiary, Western Nuclear, 
Inc. Another subsidiary explores for oil and gas domestically. 
Non-operating income for 1977 includes a net gain on trans­
actions related to Energy (see Note 5 to Consolidated Finan­
cial Statements).

Intersegment Sales reflect the transfer of our copper from 
Primary Metal to Manufacturing at producer price plus a rod 
rolling charge generally equal to that charged to others.

Year 1977
(In thousands of dollars)

Sales and other operating revenues— unaffiliated customers..............................  $
Intersegment sales........................................................................................................

Total revenues ..................................................................................................
Costs and operating expenses

Costs and expenses exclusive of items shown below....................................
Intersegment costs..................................................................................................
Exploration and research expense.....................................................................
Selling and general administrative expense......................................................
Depreciation, depletion and amortization..........................................................

Operating income (loss) from segments.................................................................... $
General corporate expenses................................................................................

Operating income..........................................................................................................
Interest expense.....................................................................................................
Non-operating income, net....................................................................................
Provision for taxes on income.............................................................................
Equity earnings (losses), less income tax effect..............................................

Income before extraordinary item.............................................................................
Extraordinary item..................................................................................................

Net income.....................................................................................................................
Identifiable assets at December 31 ..........................................................................  $1
Corporate assets...........................................................................................................
Intersegment profit in inventory................................................................................
Total assets at December 3 1 .....................................................................................
Capital outlays for year (excluding investments)....................................................  $

Primary
Metal Manufacturing Energy Total

453,184 $474,476 $ 31,725 $ 959,385
111,857 — —

565,041 474,476 31,725

460,956 302,091 21,698 784,745
— 111,857 —

10,160 2,948 8,328 21,436
2,493 24,412 1,621 28,526

38,601 9,115 4,501 52,217
512,210 450,423 36,148

52,831 $ 24,053 $( 4,423) 72,461
(10,536)

295,777

56,549

$269,162 $124,695

$ 9,980 $ 45,353

61,925 
(48,420) 

14,358 
(6,000) 
(5,813) 
16,050 

1,830 
$ 17,880
$1,689,634  

183,217 
(12,932) 

$1,859,919  
$ 111,882
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STANDARD OIL COMPANY (INDIANA)

Statement of Information by Industry Segment and 
Geographic Area
For the Years 1977 and 1976

Petroleum Chemical Other Intersegment
Industry Industry Industries Eliminations Consolidated

(Dollars in thousands)
Industry Segment—
Year 1977
Revenues other than intersegment sales..................... ...........  $12,568,703 $1 ,570,086 $ 12,179 $ - $14,150,968
Intersegment sales............................................................ ...........  378,154 57,746 — (435,900) —
Total segment revenues................................................... ...........  $12,946,857 $1 ,627,832 $ 12,179 $(435,900) 14,150,968
Corporate revenues and equity earnings..................... 85,494
Total revenues .................................................................. $14,236,462
Operating profit................................................................. ...........  $ 2,675,869 $ 91,691 $(61,862) $ 2,705,698
Equity in earnings of others........................................... ...........  21,116 2,112 1,266 24,494
General corporate (expenses) income......................... ...........  2,865 687 26 3,578
Interest expense............................................................... ...........  (156,642) (37,542) (1,448) (195,632)
Income before income taxes........................................... ...........  2,543,208 56,948 (62,018) 2,538,138
Income taxes..................................................................... ...........  (1,519,268) (17,323) 10,028 (1,526,563)
Net income......................................................................... ...........  $ 1,023,940 $ 39,625 $(51,990) $ 1,011,575
Identifiable assets.............................................................. ...........  $ 9,063,248 $2 ,063,267 $113,815 $ (52,517) $11,187,813
Equity investments............................................................ ...........  $ 75,594 $ 43,492 $ 18,793 137,879
Corporate assets............................................................... 1,558,594
Total assets....................................................................... $12,884,286
Capital expenditures......................................................... ...........  $ 1,170,376 $ 269,839 $ 2,968
Depreciation, depletion, amortization, etc................... ...........  $ 690,206 $ 100,572 $ 5,758

Year 1976*
Revenues other than intersegment sales..................... ...........  $11,158,424 $1 ,429,037 $ 9,154 $ - $12,596,615
Intersegment sales............................................................ ...........  292,628 64,153 — (356,781) —
Total segment revenues.................................................. ............ $11,451,052 $1 ,493,190 $ 9,154 $(356,781) 12,596,615
Corporate revenues and equity earnings..................... 71,496
Total revenues.................................................................. $12,668,111
Operating profit................................................................. ...........  $ 2,328,101 $ 112,061 $(72,413) $ 2,367,749
Equity in earnings of others........................................... ...........  22,677 3,069 (272) 25,474
General corporate (expenses) income......................... ...........  (22,111) (4,456) (117) (26,684)
Interest expense............................................................... ...........  (153,674) (30,972) (816) (185,462)
Income before income taxes........................................... ...........  2,174,993 79,702 (73,618) 2,181,077
Income taxes..................................................................... ...........  (1,303,253) 7,914 2,442 (1,292,897)
Net income......................................................................... ...........  $ 871,740 $ 87,616 $(71,176) $ 888,180
Identifiable assets.............................................................. ...........  $ 8,528,452 $1 ,832,737 $153,851 $ (75,264) $10,439,776
Equity investments............................................................ ...........  $ 73,514 $ 33,057 $ 13,939 120,510
Corporate assets............................................................... 1,088,872
Total assets....................................................................... $11,649,158
Capital expenditures......................................................... ...........  $ 1,031,515 $ 368,847 $ 11,520
Depreciation, depletion, amortization, etc................... ...........  $ 619,008 $ 87,040 $ 4,680
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Geographic Area—
Year 1977
Revenues other than intergeographic sales...
Intergeographic sales.........................................
Total segment revenues....................................
Corporate revenues and equity earnings......
Total revenues....................................................
Net income..........................................................
Identifiable assets...............................................
Equity investments..............................................
Corporate assets.................................................
Total assets.........................................................

Year 1976*
Revenues other than intergeographic sales...
Intergeographic sales.........................................
Total segment revenues....................................
Corporate revenues and equity earnings......
Total revenues ....................................................
Net income..........................................................
Identifiable assets...............................................
Equity investments..............................................
Corporate assets.................................................
Total assets.........................................................

*Restated— (Refer to Financial Review).

United Intergeographic
States Canada Overseas 

(Dollars in thousands)
Eliminations Consolidated

$10,645,944 $568,543 $2,936,481 $ - $14,150,968
55,092 79,641 2,048,778 (2,183,511) —

$10,701,036 $648,184 $4,985,259 $(2,183,511) 14,150,968
85,494

$14,236,462
$ 736,674 $ 84,181 $ 190,720 $ 1,011,575
$ 7,489,288 $760,639 $3,227,153 $ (289,267) $11,187,813
$ 70,451 $ — $ 67,428 137,879

1,558,594
$12,884,286

$ 9,599,011 $400,570 $2,597,034 $ — $12,596,615
53,483 105,001 1,535,150 (1,693,634) —

$ 9,652,494 $505,571 $4,132,184 $(1,693,634) 12,596,615
71,496

$12,668,111
$ 751,723 $ 79,657 $ 56,800 $ 888,180
$ 6,946,481 $625,453 $3,059,435 $ (191,593) $10,439,776
$ 62,161 $ - $ 58,349 120,510

1,088,872
$11,649,158

Intersegment and intergeographic sales are accounted for 
at prices which approximate arm’s-length market prices. 
Operating profits include all revenues and expenses of the 
reportable segment, except for general corporate expenses 
net of corporate revenues, interest expense, income taxes, 
and equity in earnings of unconsolidated companies. General 
corporate expenses, net of related revenues, and interest 
expense are allocated based on the amount of capital 
employed in the applicable segment or geographic area. In­
come taxes are generally assigned to the reportable segment 
or geographic area whose operations give rise to the tax 
effects. Equity in earnings of unconsolidated subsidiaries and 
other investees is attributed to the industry segment and 
geographic area in which the companies operate. Such

amounts applicable to geographic areas were as follows: 
1977—United States $15,598,000 and overseas $8,896,000; 
and 1976— United States $13,651,000 and overseas 
$11,823,000.

Identifiable assets are assets used in the operations of 
each segment or area, including intersegment or intergeo­
graphic receivables. Corporate assets are these assets not 
used in the operations of a specific segment, and consist 
primarily of cash and marketable securities. Intersegment 
and intergeographic sales and receivables are eliminated in 
determining consolidated revenue and identifiable asset to­
tals.
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Foreign Operations

AMERICAN HOME PRODUCTS CORPORATION 
(DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Company Data by Industry Segment-1977

Sales to customers.........................................................
Operating income............................................................
General corporate income, net of expenses.............
Income before federal and foreign taxes on income.
Identifiable assets at December 31, 1977 ................
Adjustments and eliminations.......................................
Corporate assets.............................................................
Total assets at December 31, 1 97 7 ...........................
Depreciation expense....................................................
Capital expenditures.......................................................

Prescription
Drugs

Packaged
Medicines

(Thousands

Food 
Products 
of Dollars)

Household 
Products & 

Housewares
Consolidated

Totals

$1,116,262 $ 407,355 $ 596,622 $ 747,663 $2,867,902
$ 329,743 $ 82,552 $ 78,478 $ 90,509 $ 581,282 

15,155 
$ 596,437

$ 561,042 $ 131,890 $ 179,760 $ 372,755 $1,245,447
(5,185)

371,043
$1,611,305

For a description of the products in each industry segment 
see pages 3 to 9 herein.

Sales between industry segments are immaterial.

Note 10: Company Data by Geographic Segment-1977

United Canada and Europe Other Consolidated
States Latin America and Africa Foreign Totals

(Thousands of Dollars)
Sales to customers.................................................................... $1,972,144 $ 381,990 $ 443,007 $ 70,761 $2,867,902
Operating income....................................................................... $ 426,944 $ 48,095 $ 95,104 $ 11,139 $ 581,282
General corporate income, net of expenses........................ 15,155
Income before federal and foreign taxes on income........... $ 596,437
Identifiable assets at December 31, 1977 ........................... $ 776,150 $ 192,365 $ 260,342 $ 44,667 $1,273,524
Adjustments and eliminations......................................................
Corporate assets............................................................................
Total assets at December 31, 1 97 7 .........................................

Sales between geographic segments are immaterial. 
Foreign exchange adjustments which are included in Operat­
ing Income in Notes 9 and 10, and in Other Income, Net, in 
the Consolidated Statements of Income on page 13, resulted 
in net charges to income of $10,167,000 in 1977 and 
$20,113,000 in 1976.

(33,262)
371,043

$1,611,305

$ 13,349 $ 2,886 $ 5,676 $ 13,596
$ 24,215 $ 4,553 $ 6,321 $ 23,119
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MONSANTO COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Segment Information— Financial Accounting Standards 

Board Statement No. 14 requires disclosure of certain indus­
try and world area “segment” data. Accordingly, the Operat­
ing Company and World Area data appearing on pages 40 
and 44 of the Financial Review Section of this Annual Report 
are an integral part of the accompanying financial state­
ments.

FINANCIAL REVIEW

Operating Company Data
Selected Financial Information

(Dollars in millions, except per share)

1977
Agriculture Products.. . .  
Chemical Intermediates. 
Commercial Products ...

Textiles .........................................
Eliminations ...................................
Unallocated corporate expenses.

Total Operating......................
Income charges (credits).............
Nonoperating assets.....................

1976
Agricultural Products..................................................
Chemical Intermediates...............................................
Commercial Products..................................................
Industrial Chemicals....................................................
Plastics & Resins.........................................................
Textiles ........................................................................
Eliminations..................................................................
Unallocated corporate expenses................................

Total Operating......................................................
Income charges (credits)............................................
Nonoperating assets....................................................

Total Company.......................................................
(1)lncome before income taxes.

The principal product lines included in each operating 
company are shown as the “Sales by Product Group” data 
on page 43. Total sales between operating companies made 
on a market basis were $195.0 and $181.7 for 1977 and 
1976, respectively. These sales were not significant for any 
operating company except Chemical Intermediates ($127.2 
for 1977; $123.8 for 1976) and Industrial Chemicals ($40.5 
for 1977; $36.2 for 1976).

Included in Commercial Products’ operating loss for 1977 
was a $35.6 charge related to the Cycle-Safe container. Tex­
tiles’ and Plastics & Resins’ operating results for 1977 in­
cluded $11.7 and $7.0 charges, respectively, related to ter­
minating or divesting certain product lines. Included in Tex­

Operating Depreciation, Research
Net Income Total Obsolescence Capital and

Sales (Loss) Assets and Depletion Expenditures Development
$ 654.0 $273.4 $ 576.6 $ 29.6 $ 81.2 $ 19.6

505.0 132.3 715.4 41.0 208.4 15.9
385.4 (15.2) 280.8 48.5 22.0 24.0

1,054.6 209.7 691.7 43.5 80.2 23.0
1,111.2 76.3 891.9 50.4 86.4 24.2

884.3 (39.0) 1,011.2 82.0 127.2 25.6
(1.1) (3.1)

(26.7) 1.0
4,594.5 609.7 4,164.5 296.0 605.4 132.3

86.0
185.6 1.7

$4,594.5 $523.7(1) $4,350.1 $296.0 $607.1 $132.3

$ 573.2 $240.6 $ 460.6 $ 13.2 $127.0 $ 15.7
476.2 152.6 593.9 43.7 175.9 12.8
398.2 (0.1) 291.2 27.5 32.1 21.4
950.4 206.6 588.6 35.1 79.1 21.7

1,018.7 100.8 752.9 36.8 82.2 17.9
853.5 (1.2) 947.5 69.2 147.8 24.8

(6.8) (0.7)
(24.7) 0.5

4,270.2 667.8 3,634.0 226.0 644.1 114.3
50.1

325.1 2.7
$4,270.2 $617.7(1) $3,959.1 $226.0 $646.8 $114.3

tiles’ operating loss for 1976 was a $12.4 charge resulting 
from the closing of a plant. Commercial Products’ operating 
loss for 1976 included a $9.4 charge resulting from the accel­
eration of provisions for obsolescence of certain machinery 
and equipment.

Intercompany receivables and profit derived from inter­
company sales were the principal items reflected as elimina­
tions in arriving at the consolidated totals. Certain corporate 
expenses, primarily those related to the overall management 
of the Company, were not allocated to the operating com­
panies. Nonoperating assets principally include cash, short­
term securities and time deposits, and investments.
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World Area Data
Selected Financial Information

1977
United States......................................................................................................
Europe ................................................................................................................
Other Ex-USA.....................................................................................................
Eliminations ........................................................................................................
Unallocated corporate expenses.....................................................................

Total Operating...........................................................................................
Income charges (credits)..................................................................................
Nonoperating assets..........................................................................................

Total Company.............................................................................................

1976
United States......................................................................................................
Europe ................................................................................................................
Other Ex-USA.....................................................................................................
Eliminations ........................................................................................................
Unallocated corporate expenses.....................................................................

Total Operating...........................................................................................
Income charges (credits)..................................................................................
Nonoperating assets..........................................................................................

Total Company.............................................................................................

(1)lncome before income taxes

Inter-area sales, which are  sales from one M onsanto loca­
tion to another M onsanto location in a  different world area, 
w ere  m ade on a m arket basis. Export sales included in the 
United States net sales to outside custom ers w ere  as follows;

Net Sales
Outside Inter- Operating Total Capital

Customers Area Income Assets Expenditures

$3,409.5 $317.9 $614.1 $3,030.4 $424.6
706.0 43.4 8.5 910.8 162.7
479.0 15.2 18.9 385.8 18.1

(376.5) (5.1) (162.5)
(26.7)

4,594.5 — 609.7 4,164.5 605.4
86.0

185.6 1.7
$4,594.5 $ - $523.7(1) $4,350.1 $607.1

$3,165.7 $283.5 $616.1 $2,660.4 $473.5
669.4 54.5 54.8 752.0 143.3
435.1 22.4 15.0 354.8 27.3

(360.4) 6.6 (133.2)
(24.7)

4,270.2 — 667.8 3,634.0 644.1
50.1

325.1 2.7
$4,270.2 $ - $617.7(1) $3,959.1 $646.8

1977
1976

Europe
$49.6

32.5

Other Ex-USA 
$198.8  

169.6

Total
$248.4
202.1

United States operating income for 1977 included a charge 
of $35.6 related to the Cycle-Safe container. Europe operat­
ing income for 1977 included a $12.2 charge from terminating 
or divesting certain product lines. Included in United States 
operating income for 1976 were charges of $12.4 and $9.4 
relating to the closing of a plant and accelerated provisions 
for obsolescence of certain machinery and equipment, re­
spectively.

Inter-area receivables and profit derived from inter-area 
sales are the principal items reflected as eliminations in arriv­
ing at the consolidated totals. Unallocated corporate ex­
penses and nonoperating assets are the same as those de­
scribed in the Operating Company Data on page 40.

Following is a reconciliation of the Europe and Other 
Ex-USA operating income and total assets shown above to 
the Company’s equity in the net loss and net assets of con­
solidated Ex-USA subsidiaries:

1977 1976 1977 1976
Operating income.............................. ...........  $ 27.4 $ 69.8 Total assets................................ ...................  $1,296.6 $1,111.7
Income charges— net........................ ...........  81.0 54.0 Total liabilities........................... ...................  764.2 619.6
Income taxes...................................... ...........  14.7 30.0
Net loss............................................... ...........  $(68.3) $(14.2) Net assets.......................................................  $ 532.4 $ 492.1
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ROHM AND HAAS COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7: Industry Segment Reporting and Information 
About Foreign Operations— In accordance with the provi­
sions of SFAS No. 14, the table on page 22 entitled “ Sum­
mary of 1977 Resuits of Continuing Operations by Industry 
Segment” presents audited information relating to the com­
pany’s 1977 resuits in five industry segments—poiymers, res­
ins and monomers; plastics; industrial chemicals; agricultural 
chemicals; and “other industries.” The company defines the 
industry segment for each product shipment (including inter­
mediates) by the customer’s use of the product, shipped. 
Therefore, no intersegment sales or eliminations are shown. 
In computing each segment’s identifiable assets, production 
facilities which are shared by more than one segment are 
allocated to each segment on an annual utilization basis.

In addition, the table below provides information pertaining 
to the company’s 1977 operations in different geographic 
areas, in accordance with SFAS No. 14. Transfers between 
geographic areas are accounted for at market prices.

In both the industry segment and geographic presenta­
tions, general corporate expenses represent the portion of 
total expenses incurred at corporate headquarters which do 
not relate directly to the operations of any geographic area or 
industry segment, offset partially by interest income earned 
by general corporate assets. General corporate assets in­
cludes cash, marketable securities, advances to affiliates and 
a portion of the net fixed assets located at corporate head­
quarters.

Summary of 1977 Results of Continuing Operations by 
Geographic Areas

United
States Canada Europe

Latin
America Pacific

Adjustments
and

Eliminations Total

Sales to customers.................................................. $754.6 $50.0 $208.2
(millions of  

$75.8
dollars)

$35.3 $ — $1,123.9
Transfers between geographic areas................... 72.8 — 12.7 — — (85.5) —

Total sales............................................................ 827.4 50.0 220.9 75.8 35.3 (85.5) 1,123.9
Operating profit......................................................... 78.7 3.3 28.4 2.7 3.8 (0.8) 116.1
Interest expense.......................................................
General corporate expenses..................................
Equity in net earnings (losses) of affiliates......... (4.8) 0.1 3.4

(36.3)
(6.6)
(1.3)

Earnings before income taxes.........................
Identifiable assets at 12/31/77.............................. $723.2 $17.0 $178.8 $64.0 $30.6 $(77.6)

$ 71.9 
$ 936.0

Investments in affiliates.......................................... (3.8) — 0.7 0.3 20.3 — 17.5
General corporate assets...................................... .

Total assets at 12/31/77..................................
1977 Depreciation expense................................. $58.7 $ 0.7 $ 11.7 $ 1.2 $ 0.7

22.9  
$ 976.4  
$ 73.0

1977 Capital expenditures.................................... 62.9 0.5 8.3 4.7 1.2 — $ 77.6

Summary of 1977 Results of Continuing operations by 
Industry Segment

Polymers 
Resins & Industrial Agricultural Other

Monomers Plastics Chemicals Chemicals Industries Total
(millions of dollars)

Sales to customers.................................................... $474.9 $254.6 $198.5 $169.8 $26.1 $1,123.9
Operating profit (loss)............................................... 48.7 25.2 32.0 20.1 (9.9) 116.1
Interest expense......................................................... (36.3)
General corporate expenses.................................... (6.6)
Equity in net earnings (losses) of affiliates........... — — 0.6 1.7 (3.6) (1.3)

Earnings before income taxes........................... $ 71.9
Identifiable assets at 12/31/77................................ $428.6 $198.3 $129.3 $122.4 $57.4 $ 936.0
Investments in affiliates............................................ 2.0 — 4.8 8.0 2.7 17.5
General corporate assets......................................... 22.9

Total assets at 12/31/77.................................... $ 976.4
1977 Depreciation expense.................................... $ 44.3 $ 15.0 $ 7.5 $ 4.5 $ 1.7 $ 73.0
1977 Capital expenditures........................................ 28.9 5.3 17.3 7.8 18.3 $ 77.6
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The agricultural and industrial chemicals segments 
showed substantially higher profits in 1977 than in the prior 
year, but the profitability in plastics and polymers, resins and 
monomers declined from 1976. Agricultural chemicals re­
bounded from depressed weather-related 1976 market con­
ditions, while the improved industrial chemicals performance 
reflected generally better economic conditions. The decline in 
plastics was due to price weakness in domestic acrylic sheet 
from overcapacity in the industry and imports. Polymers, res­
ins and monomers profitability was adversely affected by the 
need to operate an older acrylate plant for eight months dur­
ing the proving phase of the new acrylate facility in Houston, 
Texas, and a less than normal increase in shipments to the 
U.S. paint industry. Both of the latter problems were peculiar 
to 1977, but the overcapacity and import problems remain in 
acrylic sheet. The loss in other industries increased primarily 
due to higher oil and gas exploration costs and a loss in 1977 
related to the 1976 sale of Karex, Inc.

SCOVILL MANUFACTURING COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note K—The Company manufactures a wide variety of 
products, which are sold throughout the United States and 
abroad. Its business comprises four general product 
categories, namely Housing Products: Housewares; Sewing 
Notions and Apparel Fasteners; and Automotive and Fluid 
Power Products.

The Company operates 57 manufacturing facilities, of 
which 42 are located in North America. Foreign operations 
are carried on in England, Mexico, Canada, France, Au­
stralia, Brazil, South Africa, India, Japan and Germany and 
include principally the manufacture and sale of tire valves, 
valve parts, air control products for industrial use, notions and 
apparel fasteners. Each of the foreign operations is under the 
management of the domestic division producing the same 
line of products.

For a detailed description of the products manufactured 
and market distribution within each of the segments of the 
business, reference is made to pages 13-25 of this report.

Intersegment sales generally are priced with reference to 
prevailing market prices. Operating profit is total revenue less 
operating expenses and excluding interest. General corpo­
rate expenses of $8,552,000 which principally included Cor­
porate administrative expenses and pension costs, have 
been allocated to segments on the basis of sales to unaf­
filiated customers. Equity in income or loss from unconsoli­
dated subsidiaries is immaterial. Identifiable assets by indus­
try includes both assets directly identified with those opera­
tions and an allocation of Corporate assets. The Corporate 
assets of $31,985,000 consist primarily of cash, deferred 
taxes and other investments and have been allocated to 
segments in the same proportion as the identifiable assets 
are to the total.

Sales to any single customer or to domestic or foreign 
government agencies did not exceed 10% or more of con­
solidated revenue.

Accounting policies followed by each segment do not vary 
significantly from those described in Note A.

Industry Data
Scovill Manufacturing Company and Subsidiaries

Net Sales
Housing Products...........................................
Housewares....................................................
Sewing Notions and Apparel Fasteners .. ..
Automotive and Fluid Power........................
Total Net Sales...............................................

Intersegment sales were immaterial.

Operating Profit
Housing Products...........................................
Housewares ...................................................
Sewing Notions and Apparel Fasteners .. ..
Automotive and Fluid Power........................

Total Operating Profit.............................
Interest expense............................................

Income before Income Taxes................

Identifiable Assets
Housing Products...........................................
Housewares ..................................................
Sewing Notions and Apparel Fasteners .. ..
Automotive and Fluid Power........................

Total Assets..............................................
Depreciation and Amortization Expense

Housing Products...........................................
Housewares....................................................
Sewing Notions and Apparel Fasteners ....
Automotive and Fluid Power........................

Total Depreciation and Amortization
Expense...............................................

Capital Expenditures
Housing Products...........................................
Housewares ...................................................
Sewing Notions and Apparel Fasteners .. ..
Automotive and Fluid Power........................
Corporate .......................................................

Total Capital Expenditures.....................

Fiscal Year Ended 
December 25, 1977

$259,484,000
173,877,000
127,652,000
111,562,000 

$672,575,000

$ 21,161,000
21,272,000

6,395,000
12,722,000
61,550,000

7,538,000 
$ 54,012,000

Fiscal Year Ended 
December 25, 1977

$136,773,000
55,270,000 

114,243,000
82,452,000 

$388,738,000

$ 4 ,337,000
3,244,000
4 ,962,000
2 ,784,000

$ 15,327,000

$ 5,853,000
4 ,497,000
6 , 160,000
5,242,000
1,037,000 

$ 22,789,000
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Note L -

Fiscal Year Ended December 25, 1977 
Transfers 

Sales to between
Unaffiliated Geographic Total Operating* Identifiable
Customers Areas Revenue Profit Assets

United States......  $547,070,000 $ 8,399,000 $555,469,000 $51,753,000 $477,165,000
Australia ............. 13,074,000 —  13,074,000 (345,000) 15,700,000
Brazil .................. 19,444,000 53,000 19,497,000 3,018,000 15,653,000
Canada................ 22,960,000 171,000 23,131,000 (182,000) 9,330,000
England ..............  22,658,000 1,663,000 24,321,000 2,943,000 20,829,000
France ................ 15,561,000 385,000 15,946,000 1,648,000 11,378,000
Germany ............. 3 ,908,000 94,000 4,002,000 (218,000) 4 ,966,000
Mexico ..............  27,900,000 —  27,900,000 2,463,000 20,270,000
India-Japan ........  —  —  —  470,000 —
Eliminations........  —  (10,765,000) (10,765,000) —  (186,553,000)
Consolidated ......  $672,575,000 $ —  $672,575,000 $61,550,000 $388,738,000

*Before interest expense, income taxes and minority interest.

Total revenue by geographic area includes both sales to 
unaffiliated customers and transfers between geographic 
areas. Such transfers are accounted for at prices comparable 
to normal, unaffiliated customer sales.

U.S. Operations sales include $13,287,000 in 1977, and 
$10,763,000 in 1976 for export (primarily to Canada).

Export Sales

THE BOEING COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

(Dollars in millions except per share data)

Note 12: Industry Segment Information—The Company 
operates principally in two industries, (1) transportation 
equipment and related services and (2) missiles and space. 
Operations in transportation equipment and related services 
primarily involve production and sale of commercial and 
military aircraft, and provision of air transportation services. 
Operations in missiles and space primarily involve production 
and sale of various offensive and defensive missiles, and 
space exploration products.

In 1977 contracts with U. S. Government agencies ac­
counted for approximately $923.6 of sales of transportation 
equipment. All missile/space products were sold to U. S. 
Government agencies.

Export sales for the year ended December 31, 1977 con­
sisted of the following amounts by geographic area—

Asia .................................................................................... $ 696.4
Europe ...............................................................................  411.4
Africa ................................................................................. 183.8
Oceania .............................................................................  128.9
Western Hemisphere.......................................................  48.6

$1,469.1

Financial information for 1977 by industry segment is 
summarized as follows—

Transportation
equipment and Missiles

related and Other
services space industries Consolidated

Identifiable assets at December 31,
1977....................................................  $1,157.7 $99.6 $76.6 $1,334.0

Corporate assets (principally cash and
short-term investments)...................  1,106.4

$2,440.4
Depreciation ............................................  $ 58.5 $ 7.0
Capital expenditures, n e t......................  $ 77.7 $10.2

See page 19 for summary of 1977 revenues and earnings contributed by industry segment.
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ST. JOE MINERALS CORPORATION (DEC)

Business Segment Information
Coal Lead Zinc Iron Oil and Gas Other Total

(In thousands)
Net Sales:

1977:
Domestic Operations...................  $223,360 $143,429 $139,464 $25,884 $ 18,867 $ 3,500 $554,504
Foreign Operations(1) .................. —  —  —  —  23,321 1,063 24,384
Export Sales(2)..............................  206,914 3,851 1,627 —  —  —  212,392

Total ......................................  $430,274 $147,280 $141,091 $25,884 $ 42,188 $ 4,563 $791,280
1976:

Domestic Operations...................  $217,859 $110,464 $157,636 $21,395 $ 16,878 $ 1,368 $525,600
Foreign Operations(1) .................  —  —  —  —  21,413 —  21,413
Export Sales(2)..............................  238,178 5,418 799 —  —  —  244,395

Total ......................................  $456,037 $115,882 $158,435 $21,395 $ 38,291 $ 1,368 $791,408
Operating Profit(3):

1977:
Domestic Operations...................  $ 14,474 $ 66,009 $ 5,138 $ 2,835 $ 1,212 $ (193) $ 89,475
Foreign Operations(1) .................  —  —  —  —  9,908 (227) 9,681

Total ......................................  $ 14,474 $ 66,009 $ 5,138 $ 2,835 $ 11,120 $ (420) 99,156
Unallocated Income/Expense.................. 11,387
Income Before Income Taxes................  $110,543

1976:
Domestic Operations...................  $ 44,549 $ 39,539 $ 15,922 $ 4,706 $ 6,879 $ (428) $111,167
Foreign Operations(1) .................  —  —  —  —  8,857 —  8,857

Total ......................................  $ 44,549 $ 39,539 $ 15,922 $ 4,706 $ 15,736 $ (428) 120,024
Unallocated Income/Expense.................. (8,658)
Income Before Income Taxes................  $111,366
Assets at December 31(4):

1977:
Domestic Operations...................  $241,459 $111,069 $153,424 $13,576 $ 89,124 $28,969 $637,621
Foreign Operations(1) .................  —  —  15,765 —  115,873 10,813 142,451

Total ......................................  $241,459 $111,069 $169,189 $13,576 $204,997 $39,782 $780,072
1976:

Domestic Operations...................  $225,385 $104,447 $132,207 $16,782 $ 80,923 $13,776 $573,520
Foreign Operations(1) .................  —  —  6,331 —  108,209 15,349 129,889

Total ......................................  $225,385 $104,447 $138,538 $16,782 $189,132 $29,125 $703,409
Depletion, Depreciation and Amortiza­

tion:
1977 ..................................................  $ 22,475 $ 5,163 $ 5,617 $ 1,410 $ 18,447 $ 498 $ 53,610
1976 .............................. ...................  $ 17,993 $ 4,999 $ 5,277 $ 1,249 $ 14,139 $ 207 $ 43,864

Capital Expenditures:
1977 ..................................................  $ 62,375 $ 2,621 $ 29,716 $ 696 $ 48,094 $ 2,602 $146,103
1976 ................................................... $ 52,055 $ 2,082 $ 9,928 $ 576 $ 49,693 $ 1,397 $115,731

(1) Principally Canadian operations.
(2) Export sales in 1977 were 42%  to Japan, 32%  to Europe, 18% to South America and 8%  other. Export sales in 1976 were 38%  to Japan, 44%  

to Europe, 15% to South America and 3%  other.
(3) Operating profit is calculated as net sales plus/minus all items of income/expense directly associated with the business segment. In computing 

operating profit, none of the following items have been added or deducted: corporate overhead expenses, exploration, interest income/expense, 
dividends from unconsolidated subsidiaries, income taxes and sundry income/expense.

(4) Identifiable assets by industry are those assets that are used in the Corporation's operations in each segment of business. Corporate assets 
included under the caption "Other" are $32,760,000 and $18,238,000 for 1977 and 1976, respectively.
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W H ITE C O N S O LID ATED  INDU STR IES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note P—Industry Segments

(OOO's O m itted)
Products M ach inery  G eneral

fo r the and M e ta l Industrial
1 9 7 7  Home Castings Equipment Eliminations Consolidated
Sales to unaffilia ted cu stom e rs ............................................................................  $ 8 7 4 ,0 4 9  $ 3 2 9 ,0 8 3  $ 1 9 6 ,8 9 4  $  —  $ 1 ,4 0 0 ,0 2 6
Intersegm ent sa les........................................................................................................  —  1 ,9 9 8  4 ,5 2 2  (6 ,5 2 0 )  —

Total sa les ..................................................................................................................  $ 8 7 4 ,0 4 9  $ 3 3 1 ,0 8 1  $ 2 0 1 ,4 1 6  $ (6 ,5 2 0 )  $ 1 ,4 0 0 ,0 2 6
Operating in c o m e..........................................................................................................  $  6 5 ,8 2 3  $  3 1 ,7 9 1  $  4 3 ,7 2 6  $  —  $  1 4 1 ,3 4 0
G eneral corporate e x p e n s e s ...................................................................................  ( 1 5 ,7 4 9 )
Interest e x p e n s e ............................................................................................................  ( 2 5 ,2 2 8 )

Income before income ta x e s ............................................................................ $  1 0 0 ,3 6 3
Corporate

Identifiable assets a t Decem ber 3 1 ,  1 9 7 7  ................................. $ 5 4 5 ,9 7 2  $ 2 5 5 ,6 0 1  $ 1 1 6 ,2 2 1  $ 1 6 ,3 8 6  $  9 3 4 ,1 8 0
D epreciation and am ortization ex p e n s e ............................................................  $  1 3 ,9 4 7  $  5 ,5 0 0  $  2 ,3 0 2  $  221 $  2 1 ,9 7 0
Capital ex p en d itu res ..................................................................................................... $  2 4 ,8 8 6  $  1 2 ,0 4 8  $  7 ,4 0 3  $  3 2 2  $  4 4 ,6 5 9
1 9 7 6  Eliminations

Sales to unaffilia ted cu stom ers ............................................................................  $ 7 1 4 ,5 4 7  $ 3 2 9 ,2 1 0  $ 2 0 4 ,3 0 3  $  —  $ 1 ,2 4 8 ,0 6 0
Intersegm ent sa les........................................................................................................  —  1 ,0 5 4  4 ,0 5 8  (5 ,1 1 2 )  —

Total sa les ..................................................................................................................  $ 7 1 4 ,5 4 7  $ 3 3 0 ,2 6 4  $ 2 0 8 ,3 6 1  $ (5 ,1 1 2 )  $ 1 ,2 4 8 ,0 6 0
Operating in c o m e..........................................................................................................  $ 4 9 ,6 1 7  $ 4 8 ,7 0 9  $  4 1 ,4 6 3  $  —  $  1 3 9 ,7 8 9
G eneral corporate e x p e n s e s ...................................................................................  (1 8 ,8 5 3 )
Interest e x p e n s e ............................................................................................................  ( 2 6 ,8 6 1 )

Income before income ta x e s ............................................................................ $  9 4 ,0 7 5
Corporate

Identifiable assets at Decem ber 3 1 , 1 9 7 6  .....................................................  $ 4 7 1 ,0 6 4  $ 2 2 0 ,6 8 5  $ 1 0 5 ,0 3 2  $ 1 9 ,0 0 1  $  8 1 5 ,7 8 2
Depreciation and am ortization ex p e n s e ............................................................  $  1 1 ,8 9 2  $ 4 ,7 6 3  $  1 ,9 5 4  $  4 2 0  $  1 9 ,0 2 9
Capital expen d itu res ..................................................................................................... $  1 4 ,7 7 6  $  1 7 ,0 5 3  $  5 ,4 9 2  $ 8 9  $ 3 7 ,4 1 0

The Corporation operates in three principal segments: 
products for the home, machinery and metal castings and 
general industrial equipment. The products for the home 
segment consists principally of the manufacturing and selling 
of major home appliances. The machinery and metal cast­
ings segment manufactures steel mill machinery, machine 
tools, graphic arts equipment, and castings. The Corpora­
tion’s general industrial equipment group manufactures con­
struction equipment, food and chemical processing equip­
ment, valves, controls, and instrumentation and distributes 
industrial and commercial supplies. No single customer ac­
counts for ten percent or more of total consolidated revenues.

Intersegment sales are accounted for at prices comparable 
to normal, unaffiliated customer sales. Operating profit is total 
revenue less operating expenses, excluding interest, general 
corporate expenses, and equity in the net income of noncon­
solidated companies. Corporate assets consist principally of 
cash and investments.

The Corporation’s foreign operations are principally in 
Canada and represent less than 10% of total consolidated 
sales and assets. Domestic export sales approximated 
$190,000,000 in 1977 and $187,000,000 in 1976.

Major Customers

ARVIN INDUSTRIES. INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

(Dollars in thousands except per share amounts)

Note 14—Business Segment Information: The Company 
has four business segments: Automotive— manufacture of 
mufflers, exhaust and tail pipes, catalytic converters and 
other metal tubular parts; Consumer—manufacture of com­
pact stereo and component systems, and portable electric 
heaters, electric fireplaces and electric humidifiers; 
Metals—production of vinyl-metal laminates in both sheet 
and coil form and of stampings and assemblies produced in 
accordance with customer specifications, and coating of steel 
and aluminum coils; Applied Technology—development and 
manufacture of video equipment for adverse environmental 
and specialized applications, and of video imaging, industrial 
surveillance and security systems and manufacture of spe­
cial purpose machinery. Summarized financial information by 
business segment for 1977 follows:
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Automotive Consumer Metals
Applied

Technology Total
Sales to unaffiliated customers...... $316,470 $69,758 $60,089 $13,952 $460,269
Operating profit................................. $ 51,150 $ 9,961 $10,103 $ (563) $ 70,651
General corporate expenses...........
Interest expense................................
Earnings before income taxes........
Identifiable assets at year end...... $139,630 $33,130 $34,508 $11,471

(4,969) 
(8,133) 

$ 57,549 
$218,739

Corporate assets................................
Total ..................................................
Depreciation and amortization........ $ 8,750 $ 869 $ 730 $ 589

46,688*
$265,427

Additions to property, plant and 
equipment.................................... 6,837 1,047 7,708 323

*Consists primarily of cosh, temporary investments, prepaid expenses, etc.

Sales between business segments (affiliated customers) 
were insignificant and are thus not separately reported. 
Operating profit of a segment is its sales less all operating 
expenses. Identifiable assets of a segment are those used by 
that segment in its operations.

Foreign operations of the Company were not material and 
are not separately set forth. Sales to two of the largest cus­
tomers exceeded 10% of net sales during 1977; applicable

amounts for each customers and the business segments 
making the sales were as follows:

%  of 
Net Sales Total Automotive Metals
35.6% $163,739 $153,455 $10,284
18.0 82,859 82,367 492
53.6% $246,598 $235,822 $10,776

CURTISS-WRIGHT CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Business Segments—As described in the Review 
of Operations, the corporation and its consolidated sub­
sidiaries operate principally in three segments of business: 
industrial, nuclear, and aerospace. Financial data for the 
Corporation’s operations in these three segments of busi­
ness and major geographical areas in which it operates for 
1977 and 1976 are shown on pages 20 and 21.

Industrial segments of business products are comprised of 
the process equipment and systems, industrial gas turbine 
electric power generating equipment, and other industrial 
products.

Nuclear operations involve the production and sale of 
pressure vessels and heads, pressurizers and steam 
generators, extruded shapes and pipe, and valves of various 
types.

Aerospace products and services of the Corporation con­
sist of replacement parts for jet and reciprocating aircraft 
propulsion engines originally manufactured by the Corpora­
tion, design, development and manufacture of aircraft control 
and actuation components and systems, and shot-peening 
and peen-forming operations.

Revenues by segments reflect sales to unaffiliated cus­
tomers, as reported in the Corporation’s consolidated earn­
ings statement, and intersegment sales, which generally are 
accounted for on the same basis as products that are sold to 
unaffiliated customers. All material intercompany transac­
tions, profits and balances have been eliminated. Sales to the 
General Electric Company amounted to approximately

$34,400,000 and $42,050,000 in 1977 and 1976, respec­
tively. The (i) industrial gas turbine electric generating 
equipment, (ii) other industrial products, (iii) nuclear, and (iv) 
aerospace accounted for $78,000, $162,000, $33,900 and 
$260,000 in 1977, respectively, and $285,000, $170,000, 
$41,275,000, and $320,000 in 1976, respectively, of those 
sales.

Operating income is total revenue less operating ex­
penses. In computing operating income, none of the following 
items has been added or deducted: Revenues earned at the 
corporate level (securities income and gain or loss on sale of 
real estate), general corporate expenses, interest expense, 
income taxes, intercompany interest income, minority in­
terests and equity in income or loss from affiliates accounted 
for on the equity method. Depreciation expense for (i) the 
process equipment and systems, (ii) industrial gas turbine 
electric power generating equipment, (iii) other industrial 
products, (iv) nuclear, and (v) aerospace were $1,435,000, 
$759,000, $368,000, $1,556,000, and $1,328,000 in 1977, 
respectively, and $1,104,000, $491,000, $325,000, 
$1,720,000, and $1,912,000 in 1976, respectively.

Capital expenditures for the segments were $5,947,000, 
$213,000, $821,000, $1,035,000, and $1,396,000 in 1977, 
respectively, and $3,089,000, $424,000, $318,000, 
$1,936,000 and $1,147,000 in 1976, respectively.

Identifiable assets by segment are those assets that are 
used in the Corporation’s operations included in that seg­
ment.
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Export sales to unaffiliated customers, in Canada, Europe 
and Other were $3,991,000, $19,984,000 and $27,500,000 in 
1977, respectively, and $23,180,000, $23,631,000 and 
$42,405,000 in 1976, respectively.

TRW INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Segments of Business (in part)
By Industry
The operations of the Company are in three industry seg­

ments: Car and Truck, Electronics and Space Systems and 
Industrial and Energy. Car and Truck operations include a 
broad range of chassis, engine and other components for 
passenger cars, trucks, farm machinery and other off- 
highway vehicles sold for use by original equipment manufac­
turers and by distributors and mass merchandisers for resale 
in the replacement parts market. Electronics and Space Sys­
tems includes electronic components: electronic systems, 
equipment & services; computer-based & analytical services; 
and spacecraft. Included within the Industrial and Energy 
segment are tools, fasteners and bearings; pumps, valves 
and other energy products and services; and aircraft compo­
nents.

TABLE I (See Page 36) contains a summary of the net 
sales, operating profits, identifiable assets, depreciation, and 
property additions of each business segment for 1977 and
1976. Corporate assets are principally cash and marketable 
securities.

Intersegment sales are recorded at fair market value. The 
United States Government represented the only customer to 
whom sales were 10% or more of consolidated sales. Gov­
ernment sales by industry segment for the two years were as 
follows:

1977 1976
(In millions)

Car and Truck.................................... $ 7.1 $ 7.8
Electronics and Space Systems...... 521.7 472.3
Industrial and Energy........................ 133.3 135.9

Total Government Sales............. $662.1 $616.0

By Geographic Area
The operations of the Company are located primarily in the

United States and Europe.

TABLE II (See page 36) contains a summary of the net
sales, operating profits, and identifiable assets of each area 
for 1977 and 1976. Interarea sales are recorded at fair mar­
ket value.

The total foreign identifiable assets for the operations re­
ported in the geographic areas other than the United States 
amounted to $706.8 million in 1977 and $608.9 million in 
1976. Total liabilities for these same operations amounted to 
$231.6 million in 1977 and $191.6 million in 1976.

NATURAL BUSINESS YEAR

For years, the accounting and legal professions, printers, 
the Securities and Exchange Commission, and others in­
terested 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 1-4 summarizes, by the month in which a fiscal year 
ends, the fiscal year endings of the survey companies. For 
tabulation purposes, if a fiscal year ended in the first week of 
a month, the fiscal year was considered to have ended in the 
preceding month.

One hundred and fourteen survey companies used a 52-53 
week fiscal year.

During 1977, seven 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

ALLEGHENY LUDLUM INDUSTRIES, INC.

Consolidated Balance Sheets
January 1, 1978 and December 31, 1976

Consolidated Statements of Earnings
Years ended January 1, 1978 and December 31, 1976

Consolidated Statements of Additional Paid-In Capital 
and Retained Earnings

Years ended January 1, 1978 and December 31, 1976

Consolidated Statements of Changes in Financial Posi­
tion

Years ended January 1, 1978 and December 31, 1976

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS JANUARY 1, 1978 AND DECEMBER 31, 1976

Note 1 (in part): Summary of accounting policies:
Fiscal year-end— In 1977 the Corporation changed its fis­

cal year from a calendar year to a year ending on the Sunday 
nearest December 31. Accordingly, fiscal year 1977 ended 
on January 1, 1978.
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TABLE 1-4: MONTH OF FISCAL YEAR END

1977 1976 1975 1974
January ........................... 26 21 22 22
February ......................... 12 13 14 15
M arch.............................. 16 19 16 19
April ................................ 7 7 7 5
May ................................. 10 11 10 8
June ................................. 38 37 36 37
July ................................. 15 13 12 13
August ............................. 19 16 17 18
September ...................... 41 41 38 38
October ........................... 34 31 30 28
November ...................... 13 10 12 13
Subtotal ........................... 231 219 214 216
December........................ 369 381 386 384
Total Companies.............. 600 600 600 600

T H E  A M A L G A M A T E D  S U G A R  C O M P A N Y

Consolidated Balance Sheet
December 26, September 27,

1977 1976*

Consolidated Statement of Income (loss)
52 Weeks 13 Weeks 52 Weeks

Ended Ended Ended
Dec. 26, Dec. 27, Sept. 27,

1977 1976 1976
(Note 2)

Consolidated Statement of Retained Earnings
52 Weeks 13 Weeks 52 Weeks

Ended 
Dec. 26, 

1977

Ended 
Dec. 27, 

1976 
(Note 2)

Ended 
Sept. 27, 

1976

Consolidated Statement of Changes in Financial Posi­
tion

52 Weeks 
Ended 

Dec. 26, 
1977

13 Weeks 
Ended 

Dec. 27, 
1976 

(Note 2)

52 Weeks 
Ended 

Sept. 27, 
1976

Note 2: Fiscal Year Change— Beginning September 28, 
1976 the Company changed its fiscal year from a 52 or 53 
week period ending on the last Monday in September to a 52 
or 53 week period ending on the last Monday in December. 
The change is effective for both reporting and income tax 
purposes and has been approved by the Internal Revenue 
Service. Because of the seasonal nature of the sugarbeet 
processing operation, the financial statements for the year 
ended December 2 6 , 1977 are not fully comparable to those 
for the year ended September 27, 1976.

Statement of Financial Position
December 30, December 31,

1977 1976

C H IC A G O  P N E U M A T IC  T O O L  C O M P A N Y

Statement of Current and Retained Earnings
For the Year 

1977 1976

Statement of Changes in Financial Position
For the Year 

1977 1976

1977 FINANCIAL SUMMARY
Summary of Significant Accounting Policies
Fiscal Year consisting of four thirteen-week quarters with 

the year ending on the Friday nearest December 31 was 
adopted by the company from January 1, 1977. The com­
pany had previously reported on a calendar year basis. The 
1977 fiscal year ended on December 30, 1977, instead of 
December 31, as in previous years. This change does not 
have a material effect on the comparability of the fiscal 
statements.

IN T E R S T A T E  B R A N D S  C O R P O R A T IO N

Consolidated Balance Sheet
May 28, 

1977
January 1, 

1977
December 27, 

1975

Consolidated Statement of Income and Retained Earn­
ings

May 28, January 1, December 27,
1977 1977 1975

(21 Weeks) (53 Weeks) (52 Weeks)

Consolidated Statement of Changes in Financial Posi­
tion

May 28, 
1977

(21 Weeks)

January 1, 
1977

(53 Weeks)

December 27, 
1975

(52 Weeks)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3: Fiscal Year Change—The Company changed the 
end of its fiscal year in 1977 to the Saturday closest to the 
end of May to approximate the May 31 fiscal year of DPF 
Incorporated. Summarized operating results for the fifty-two 
weeks ended May 28, 1977 are disclosed in note 11.
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LAFAYETTE RADIO ELECTRONICS 
CORPORATION

Consolidated Balance Sheets
July 2, 1977 and June 30, 1976

Consolidated Statements of Income (Loss) and Re­
tained Earnings

Years ended July 2, 1977 and June 30, 1976.

Consolidated Statements of Changes in Financial Posi­
tion

Years ended July 2, 1977 and June 30, 1976.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Years ended July 2, 1977 and June 30, 1976.

Note 1 (in part): Summary of significant accounting 
policies

Fiscal year: During 1977 the Company changed its ac­
counting period from a full fiscal year to a 52/53 week year 
basis. This change has no material effect upon results of 
operations.

G.C. MURPHY COMPANY

Consolidated Balance Sheet
January 26, 

1978
January 27, 

1977

Consolidated Statement of Income and Income Re­
tained in the Business

for the fiscal years 1977 and 1976 
(52 weeks ended January 26, 1978 and January 27, 1977)

Consolidated Statement of Changes in Financial Posi­
tion

for the fiscal years 1977 and 1976 
(52 weeks ended January 26, 1978 and January 27, 1977)
NOTES TO CONSOLIDATED FINANCIAL STATE­

MENTS
Note 1 (in part): Significant Accounting Policies:
The accounting policies of the Company, a general mer­

chandise retailer operating within the United States, conform 
with generally accepted accounting principles. The major ac­
counting policies applied in preparing the accompanying 
consolidated financial statements are summarized below:

Fiscal Year:
In 1977 the Company elected to change its fiscal year from 

a calendar year to one which ends the last Thursday in 
January. The accompanying consolidated financial state­
ments for 1976 have been restated to conform with the new 
fiscal year.

Consolidated Balance Sheets
December 31,

1977 1976

THE SHERWIN-WILLIAMS COMPANY

August 31, 
1976

Statements of Consolidated Operations
Years Ended 

December 31,
1977 1976

(Unaudited)

August 31, 
1976

Statements of Changes in Consolidated Financial Posi­
tion

Years Ended
December 31, August 31,

1977 1976 1976
(Unaudited)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): 
Policies

Summary of Significant Accounting

Effective December 31, 1976, the Company changed its 
fiscal year end from August 31 to December 31. The unau­
dited consolidated statements of operations and changes in 
financial position for the twelve months ended December 31, 
1976 are included in the accompanying financial statements 
for comparative purposes only. Condensed operating results 
for the four months ended December 3 1 , 1976 are included in 
Note L. The year ended December 31, 1976 includes eight 
months of operations which are also included in the fiscal 
year ended August 31, 1976.

Definition of Fiscal Year

INTERCO INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies—The 
company and its subsidiaries employ generally accepted ac­
counting principles on a consistent basis to present fairly their 
consolidated financial position, results of operations, and 
changes in financial position. The major accounting policies 
of the company are set forth below.

Fiscal Year—The company’s fiscal year ends on the last 
day of February. In this report, all reference to fiscal 1977 
refers to the fiscal year ended February 28, 1977, and fiscal 
1976 refers to the fiscal year ended February 29, 1976.
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FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Accounting Policies: Ac­
counting policies of the Company and its subsidiaries con­
form with generally accepted accounting principles and re­
flect practices appropriate to the businesses in which they 
operate. The significant policies are summarized below.

Fiscal Year—The Company’s fiscal year ends on the Sun­
day nearest to December 31. The fiscal year 1977 ended 
January 1, 1978 and comprised 52 weeks; fiscal year 1977 
ended January 2, 1977 and comprised 53 weeks.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): Summary of Significant Accounting 
Policies.

Fiscal Year: The fiscal year for the Company and its Cana­
dian subsidiaries ends 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.

SAFEWAY STORES, INCORPORATED

HAMPTON INDUSTRIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): Principles of Reporting and Accounting
Definition of Fiscal Year—The Company’s fiscal year ends 

on the last Saturday in December. Fiscal year 1977 ended on 
December 31, 1977 and fiscal year 1976 on December 25,
1976. The years are comprised of 53 and 52 weeks, respec­
tively.

T A B L E  1 -5 :  R O U N D IN G  O F  A M O U N T S

1977 1976 1975 1974
To nearest dollar..................
To nearest thousand dollars:

184 200 226 244

Omitting 0 0 0 ................... 233 211 188 174
Presenting 000................ 146 157 161 166

To nearest million dollars... 37 32 25 16
Total Companies.................... 600 600 600 600

JOHNSON & JOHNSON

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary o f Significant Accounting 
Policies

Annual Closing Date—The Company has followed the 
concept of a fiscal year which ends on the Sunday nearest to 
the end of the calendar month of December. For the year 
1977, the Sunday closest to the end of December was 
January 1, 1978, and Johnson & Johnson’s 1977 fiscal year 
ended on that date. Normally, each fiscal year consists of 52 
weeks, but every five or six years, as was the case in 1976, 
the fiscal year consists of 53 weeks.

PEPSICO, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Fiscal Year. PepsiCo’s fiscal year ends on the last Satur­
day in December. Fiscal year 1977 ended on December 31, 
1977 and comprised fifty-three weeks; fiscal year 1976 
ended on December 2 5 , 1976 and comprised fifty-two weeks.

ROUNDING OF AMOUNTS

Table 1-5 shows a continuing increase in the number of 
survey companies stating financial statement amounts in 
thousands of dollars with zeros omitted and in millions of 
dollars.

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 a Secu­
rities and Exchange Commission requirement that Form 
10-K’s covering fiscal years ending after December 3 0 , 1970 
include comparative financial statements. Rule 14c-3 of the 
Securities Exchange Act of 1934, effective for fiscal years 
ending on or after December 20, 1974, extends the require­
ment for presenting comparative financial statements to in­
clude annual reports to stockholders issued in connection 
with proxy solicitations.

SEARS INDUSTRIES INC.

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Accounting Policies and Definition of Fis­

cal Year
Definition of Fiscal Year—The Corporation’s fiscal year 

ends on the last business day of the last full week in De­
cember. The fiscal years ended December 31, 1977 and 
1976 comprised 52 and 53 weeks, respectively.
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NOTES TO FINANCIAL STATEMENTS

Securities and Exchange Commission 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 financial statements alone cannot 
present all information necessary for adequate disclosure but 
must make reference to appended notes which disclose in­
formation of the sort listed below:

Changes in accounting principles.
Any material retroactive adjustments.
Long-term lease agreements.
Assets subject to lien.
Preferred stock data.
Pension and retirement plans.
Restrictions on the availability of retained earnings for cash 
dividend purposes.
Contingencies and commitments.
Depreciation and depletion policies.
Stock option or stock purchase plans.
Consolidation policies.
Business combinations.
Computation of earnings per share.
Subsequent events.
Quarterly data.
Replacement cost data.

The SEC interprets its requirements for presenting com­
parative statements to mean that notes for both years must 
also be presented.

Table 1-6 summarizes the manner in which financial 
statements refer to notes. Notes on specific topics are illus­
trated in this book in the sections dealing with such topics.

TABLE 1-6: NOTES TO FINANCIAL STATEMENTS

TABLE 1-7: DISCLOSURE OF ACCOUNTING 
POLICIES

G eneral and direct
1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4

references ........................... 3 3 6 3 4 6 3 3 0 3 2 5
General reference o n ly .......... 2 5 7 2 3 5 2 3 6 2 3 7
D irect re ference o n ly .............. 7 14 2 9 3 3
No re ference to n o te s ............ — 5 5 5
Total Compa n ie s ......................... 600 600 600 600

Consolidation b a s is ..................

Num ber of Companies 
1 9 7 7  1 9 7 6  1 9 7 5  

5 8 4  5 8 4  5 7 8
1 9 7 4

5 7 6
Depreciation m e th o d s ............ 581 5 8 6 5 8 3 5 8 2
Inventory pric ing ....................... 5 5 7 5 5 6 5 5 6 5 5 6
Interperiod ta x  allocation . . . 5 4 6 5 4 3 5 5 7 5 5 8
Property ....................................... 5 0 4 5 0 5 4 9 7 5 1 0
Employee b e n e f its .................... 3 6 0 3 6 0 3 5 9 3 1 2
A m ortization of

intangibles ........................... 3 2 0 3 0 7 3 3 3 16 8
Earnings per share calcula­

tion ........................................... 2 9 5 2 9 9 2 3 4 1 7 4
Translation of foreign cur­

rency ....................................... 2 3 8 301 401 3 7 8

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 
statements 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.

Table 1-7 shows the nature of information frequently dis­
closed in summaries of accounting policies and the number 
of survey companies disclosing such information. Examples 
of summaries of accounting policies and a Glossary of Fi­
nancial Accounting Terms, presented by one of the survey 
companies, follow.

BELL & H O W ELL C O M PAN Y (DEC)

NOTES TO THE CONSOLIDATED FINANCIAL STATE­
MENTS

Note A— Significant Accounting Policies:
Principles of Consolidation— The consolidated financial 

statements include all subsidiaries except the financing sub­
sidiaries described in Note C, and Bell & Howell-Mamiya 
Company and Bell & Howell/Mamiya Company Canada Ltd., 
50%-owned joint ventures. The investment in, and accounts 
with, unconsolidated subsidiaries are carried at cost plus 
equity in undistributed earnings. The net assets of interna­
tional subsidiaries have been translated into U.S. dollars at 
exchange rates prevailing at year end, except for inventories 
and certain net property, plant and equipment, which are 
translated at historical rates. The statements of earnings, ex­
cept for inventory cost of products sold and depreciation, 
have been translated at the average exchange rates in effect 
during the periods. Translation gains and losses are immate­
rial and are included in operating earnings.
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Revenue Recognition—Sales of products and services are 
recorded based on shipment of products or performance of 
service. Revenues from service contracts and tuition from 
resident students are deferred and are recognized in earn­
ings on a pro rata basis over the period of the service agree­
ment or school term.

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. Additional in­
come taxes estimated to be payable upon distribution of 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. Investment tax credits are deferred and amortized 
over the approximate useful lives of the acquired assets.

Earnings per Common Share— Earnings per share data 
are based on average outstanding shares of Common Stock 
and dilution resulting from stock options and conversion of 
Preferred Stock.

Inventories— Inventories are priced at the lower of cost or 
market, with cost being determined by the first-in, first-out 
method. Inventory cost includes material, labor and over­
head.

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.

G oodwill— Goodwill arising from the acquisition of 
businesses is amortized by charges to earnings over the es­
timated period to be benefited. The amortization periods 
used by the Company vary from five to ten years, depending 
upon the nature of the acquired businesses. The amounts 
unamortized were $1,560,000 and $1,920,000 at the end of 
1977 and 1976, respectively.

Incentive Stock Plans— Proceeds from the sale of Com­
mon Stock issued under stock options granted and related 
federal tax benefits are credited to Common Stock at the time 
the option is exercised, and no charge is made against earn­
ings with respect to stock options. The estimated liability re­
sulting from stock appreciation rights granted is accrued and 
charged to earnings. The value of restricted stock (which was 
issued in prior years) is charged to operations over periods 
ranging up to ten years, depending upon the restrictions re­
lated to the stock.

BORG-WARNER CORPORATION (DEC)

SUMMARY OF ACCOUNTING POLICIES
The following paragraphs briefly describe the company’s 

significant accounting policies. Certain amounts in the 1976 
financial statements have been reclassified to conform to the 
1977 presentation.

Principles of consolidation
The consolidated financial statements include all sub­

sidiaries except those in Mexico and South America, which 
are carried at cost due to political and economic uncertainty,

and the financial services companies. Investments in the fi­
nancial services companies and in affiliated companies, at 
least 20% owned by Borg-Warner, are carried at equity in 
underlying net assets.

Marketable securities
Marketable securities are valued at cost, which approxi­

mates market.

Inventories
Inventories are valued at the lower of cost or market. In 

1977, cost of substantially all inventories is determined by the 
last-in, first-out (LIFO) method. In 1976, the cost of non­
domestic inventories was determined by the first-in, first-out 
(FIFO) method. The effect of this change on 1977 net earn­
ings is not material.

Property, plant and equipment and depreciation
Property, plant and equipment is valued at cost less ac­

cumulated depreciation. Expenditures for maintenance, re­
pairs and renewals of relatively minor items are generally 
charged to earnings as incurred. Renewals of significant 
items are capitalized.

In 1977 all leases meeting certain criteria as defined in 
Financial Accounting Standards Board Statement No. 13 
were capitalized and the assets included in property, plant 
and equipment and liabilities included in accounts payable 
and accrued expenses and long-term debt. The 1976 bal­
ance sheet has been restated to include the leases 
capitalized. Earnings for 1977 include a charge, which is not 
material, for both the current year and the cumulative effect 
through 1976 resulting from the change in accounting.

Depreciation is computed generally on a straight-line basis 
over the estimated useful lives of related assets. For income 
tax purposes, accelerated methods of depreciation are gen­
erally used.

Income taxes
For financial accounting purposes, investment tax credits 

are used to reduce income tax provisions over a seven-year 
period. For federal income tax purposes, investment tax cred­
its are recognized currently.

Taxes on undistributed net earnings of subsidiaries and 
affiliates have not been provided since earnings are intended 
to be reinvested in those companies.

Deferred taxes have been provided on timing differences in 
reporting certain transactions for financial accounting and tax 
purposes.

Earnings per share
Earnings per common share are based on average out­

standing common shares and common share equivalents. 
Common share equivalents recognize the dilutive effects of 
common shares which may be issued in the future upon con­
version of preferred stock and upon exercise of certain stock 
options.

Retirement benefit plans
All eligible Borg-Warner domestic employees participate in 

non-contributory pension plans and substantially all non-U.S. 
employees participate in contributory or non-contributory 
pension plans. In addition, a number of employees are cov­
ered by non-contributory retirement benefit plans providing 
life insurance and medical benefits. The related expenses
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are based on independent actuarial valuations and substan­
tially all are funded currently. Expenses include amortization 
of prior service costs over periods not exceeding 40 years.

Audit committee of the board of directors
The company has an Audit Committee of the board com­

posed entirely of outside directors. This committee meets 
with the company’s financial management and its indepen­
dent accountants at least twice a year to review financial 
results and procedures, internal financial controls, and inter­
nal and external audit plans and recommendations.

CHAMPION INTERNATIONAL CORPORATION 
(DEC)

NOTES TO FiNANCIAL STATEMENTS
Note 1: Summary of Significant Accounting Policies:
A. Consolidation
The consolidated financial statements include the ac­

counts of the Company and all of its domestic and foreign 
subsidiaries, except for real estate and 50% or less owned 
affiliates. The accounts of these affiliates are recorded at the 
lower of the Company’s equity in their net assets or estimated 
net realizable value. Certain foreign subsidiaries are included 
in the financial statements using years ended November 30. 
Significant intercompany accounts and transactions are 
eliminated.

See Note 16 concerning the acquisition of Hoerner Waldorf 
Corporation and Note 17 concerning the discontinuance of 
the Company’s furnishings business.

B. Translation of Foreign Currency
The financial statements of companies outside the United 

States are translated into United States dollar equivalents as 
follows: cash, receivables, current liabilities and long-term 
debt at exchange rates prevailing at balance sheet dates; all 
other assets and liabilities at exchange rates prevailing at the 
dates of transactions: revenues and expenses at average 
exchange rates for the year, except for depreciation and cost 
of timber harvested, which are translated on the same basis 
as the related asset accounts. Unrealized translation gains 
and losses are reflected currently in consolidated net income. 
(See Note 11)

C. Inventories
Inventories, which include material, labor and factory over­

head, are generally priced at the lower of average cost or 
market (approximates net realizable values), except for cer­
tain inventories of the papers and milk cartons, paper packag­
ing products, and furnishings operations which are priced on 
the last-in, first-out (LIFO) method. (See Note 2)

D. Capitalization and Amortization of Certain Costs
Interest charges (net of temporary investment income) on 

funds borrowed to acquire or construct major properties are 
capitalized at the interest rates in effect as a part of the asset 
cost until the properties become operational. Subsequently, 
they are amortized over the life of the asset in order to prop­
erly match expenses with revenues resulting from the proper­
ties. Preoperating expenses and start-up costs incurred on 
such properties are deferred and amortized ratably over a 
five-year period. Financing expenses are deferred and amor­
tized over the life of the related long-term liability.

The excess cost of businesses acquired over amounts as­
signed to net tangible assets acquired subsequent to Oc­
tober, 1970 is being amortized ratably over periods up to 40 
years. Such excess applicable to businesses acquired prior 
to that date is not presently being amortized.

E. Fixed Assets
Fixed assets, including capitalized leases, are stated on 

the balance sheet at cost and do not purport to represent 
replacement or realizable values.

For financial reporting purposes, plant and equipment is 
depreciated on the straight-line method over the estimated 
service lives of the individual assets. Leasehold improve­
ments are amortized over the lesser of the lives of the leases 
or estimated service lives. Cost of timber harvested is based 
on the estimated quantity of timber available during the 
growth cycle and is credited directly to the asset accounts.

Upon sale or retirement of items of equipment and im­
provements, the cost and related accumulated depreciation 
and amortization are eliminated from the accounts and the 
resulting gain or loss, if any, is reflected in income.

Maintenance and minor repairs and replacements are 
charged directly to income; major renewals and betterments 
are charged to the property accounts. (See Notes 4 and 7)

F. Income Taxes
The Company provides deferred taxes resulting from tim­

ing differences between financial and taxable income. These 
timing differences result principally from using accelerated 
methods of depreciation and amortization of fixed assets for 
tax purposes, and deducting currently from taxable income 
certain preoperating expenses, start-up costs and capitalized 
interest that, for financial reporting purposes, are deferred 
and subsequently amortized. Provision is also made for in­
come taxes relating to undistributed earnings of subsidiaries 
for which remittance is anticipated. The Company follows the 
practice of including the investment credit in net income as a 
reduction of the provision for income taxes in the period in 
which it is allowed for tax purposes. (See Note 12)

G. Pensions
The Company and its subsidiaries have contributory and 

noncontributory employee pension and retirement plans cov­
ering salaried and hourly-paid employees. Pension costs are 
computed on the basis of accepted actuarial methods and 
include current service costs of all pension plans and the 
amortization of past service costs over periods up to 40 
years. Actuarial gains and losses are generally amortized 
over a 10-year or 15-year period. Accrued pension costs are 
generally funded currently. (See Note 13)

H. Earnings Per Common Share
Primary earnings per common share is computed by divid­

ing net income, after deducting from net income the di­
vidends on the preferred and preference shares, by the aver­
age number of common shares outstanding during the year. 
Fully diluted earnings per common share assumes the aver­
age number of common shares outstanding are further in­
creased by conversion at the beginning of the year of the 
$4.00 preferred and preference shares (with the elimination 
of the dividend requirements on the $4.00 preferred and 
preference shares), convertible preferred stock of a sub­
sidiary and convertible long-term debt (with the addition to 
net income of the interest, net of taxes, on such debt). Stock 
options have not been included in per share calculations, 
since they have no material dilutive effect.



48 Section 1: General

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1: Summary of Accounting Policies
The accounting policies employed by CBI are consistent 

with generally accepted accounting principles. In instances 
where more than one generally accepted accounting princi­
ple may be applied, CBI has adopted the one that it believes 
most accurately and fairly reflects the circumstances.

Consolidation—The financial statements present the re­
sults of CBI and its majority owned subsidiaries on a consoli­
dated basis. Intercompany accounts and transactions are 
eliminated. CBI uses the equity method to account for in­
vestments in joint ventures and affiliated companies where 
CBI does not own more than 50%. There were no significant 
changes in the entities included in the financial statements.

Long-term contracts—CBI and its subsidiaries follow the 
completed contract method of accounting for income from 
long-term contracts. Therefore, the income statement reflects 
selling prices and costs of contracts completed during the 
year. In addition, losses expected to be incurred on contracts 
in progress are charged to income as soon as such losses 
are determined. Progress billings and costs of uncompleted 
contracts are deferred and shown in the balance sheet.

Certain long-term contracts contain retainage provisions 
which allow the customer to withhold amounts from payment 
until CBI has completed its work. It is CBI’s policy to bill these 
amounts and to include them in accounts receivable after 
work has been completed and the amounts which were with­
held are due.

Costs charged to contracts include materials, direct en­
gineering, fabrication and construction labor and the applica­
ble overheads. Selling and administrative expenses are 
charged to income in the year incurred and are not allocated 
to contracts in progress.

Property and equipment— Property and equipment are re­
corded at cost. Depreciation is provided on a straight line 
basis over the estimated useful life of the property. The prin­
cipal estimated useful lives are; buildings, 10 to 50 years; 
plant machinery and equipment, 5 to 25 years; automotive 
equipment, 2 to 5 years; field equipment, 4 to 10 years; and 
office furniture and fixtures, 5 to 15 years.

Maintenance and repair of property and equipment are 
charged to expense as incurred. Renewals and betterments 
are treated as capital expenditures and depreciated accord­
ingly. Undepreciated cost of property and equipment sold or 
retired, net of related proceeds, is included in other income 
(expense).

Stock option and stock purchase plans— Proceeds from 
the sale of common stock issued under the stock option and 
stock purchase plans are accounted for as capital transac­
tions. CBI makes no charges to income for these sales. The 
difference between the selling price and the par value of new 
shares issued is added to additional paid-in capital. On sales 
of previously reacquired stock the difference between the 
selling price and the cost of the reacquired shares sold is 
charged to retained earnings.

Net income per share— Net income per share is based on 
the weighted average number of common shares outstand­
ing during the year. The stock rights and options discussed in

CHICAGO BRIDGE & IRON COMPANY (DEC) Notes 10 and 11, respectively, are common stock equiva­
lents. They did not have a significant dilutive effect upon net 
income per share in either year. The weighted average 
number of common shares used in calculating net income 
per share was 9,625,000 in 1977, and 9,764,000 in 1976.

GRANGER ASSOCIATIONS (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1: Significant Accounting Policies
Principles of Consolidation. The consolidated financial 

statements include the accounts of the Company and its two 
wholly owned foreign subsidiaries, Granger Associates Lim­
ited (England) and Granger Associates Pty Limited (Au­
stralia), and Granger Sales Corporation, organized as a 
Domestic International Sales Corporation (DISC). All sig­
nificant intercompany balances and transactions have been 
eliminated.

Inventories. Inventories are stated at the lower of standard 
cost (which approximates actual cost on an average basis) or 
market.

Long-Term Contracts. Revenues for contracts are re­
corded using the completed contract method except for long­
term contracts where revenues are recognized using the per­
centage completion method. Under this method, costs are 
charged to operations as incurred. Sales are recognized ac­
cording to the ratio of costs incurred to total currently esti­
mated cost of the project after allowance for costs which may 
be incurred in excess of the estimate.

Equipment and Improvements. Equipment and improve­
ments are stated at cost. Depreciation of equipment and 
leased equipment under capital leases with bargain purchase 
options is calculated using the straight-line method based on 
estimated useful lives of 6 to 12 years. Leasehold improve­
ments are amortized over the length of the lease. Deprecia­
tion of leased equipment under capital leases that have no 
bargain purchase options is calculated using the straight-line 
method based on the life of the lease.

Research and Development Costs. Research and de­
velopment costs are charged to operations as incurred and 
amounted to $1,364,230 (1976: $1,117,907).

Taxes on Income. Deferred taxes on income are provided 
for timing differences between financial and tax reporting 
principally for income recognized under long-term contracts, 
installment method reporting and DISC commission income.

The foreign subsidiaries compute income taxes on an indi­
vidual company basis at rates in effect in the various coun­
tries. The earnings of such subsidiaries are subject to certain 
Federal income taxes when distributed to the parent com­
pany. No provision has been made in the financial state­
ments for Federal income taxes on the undistributed earnings 
of the foreign subsidiaries as the Company intends to rein­
vest undistributed earnings. Foreign tax credits would be 
available as a reduction of Federal income taxes payable if 
the earnings were distributed. The undistributed earnings 
which are permanently reinvested amounted to approxi­
mately $333,000 as of August 31, 1977.

Investment tax credits reduce the provision for Federal in­
come taxes in the year they are utilized.
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Stock Options and Stock Purchase Plans. The issue price 
of shares issued under option and stock purchase plans is 
credited to common stock to the extent of par value and the 
excess over par value is credited to additional paid-in capital. 
Under the stock purchase plan, the Company makes a 
charge to income for its contribution.

Earnings Per Share. Earnings per share are computed 
based on the weighted average number of common and 
common equivalent shares outstanding during the year. 
Common equivalent shares, consisting of unissued shares 
under option, are included to the extent that they have a 
dilutive effect on earnings per share using the “treasury 
stock” method.

Leases. The Company capitalizes all long-term leases that 
meet the criteria of Financial Accounting Standard No. 13, 
“Accounting for Leases.” The Company was not required to 
restate prior year financial statements as a result of Financial 
Accounting Standard No. 13 as it had capitalized equipment 
leases in prior years.

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

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note (1): Summary of Significant Accounting Policies
Principles of Consolidation
The consolidated financial statements include the ac­

counts of the Company, all domestic subsidiaries and all sig­
nificant foreign subsidiaries. All significant inter-company ac­
counts and transactions are eliminated in consolidation. 
Minority interests in earnings of consolidated subsidiaries are 
charged to other deductions in the consolidated statements 
of earnings.

Financial statements of the consolidated subsidiaries 
cover twelve-month periods ending September 30 through 
December 31. Such fiscal periods have been adopted by the 
subsidiaries in order to provide for a timely consolidation.

Investments in unconsolidated subsidiaries and other 
companies in which there is an ownership interest of 20% or 
more are accounted for by the equity mehtod and such sub­
sidiaries and companies are referred to herein as unconsoli­
dated foreign subsidiaries and affiliates or investee com­
panies. Under this method, the Company’s equity in the net 
earnings or losses of the investee companies is included 
currently in the Company’s net earnings except when the 
Company’s share of accumulated losses exceeds the 
amount of the investment including advances. Dividends re­
ceived from the investee companies are reflected as a reduc­
tion of the investment. The carrying value of these invest­
ments approximates the underlying equities in net assets.

Foreign Currency Translation
Accounts of foreign companies are translated into United 

States dollars as follows: (1) monetary assets and liabilities at 
year-end rates of the relevant foreign companies: (2) all other 
assets and liabilities at historical rates; and (3) income and 
expenses (other than those that relate to assets and liabilities 
translated at historical rates) at average rates during the 
year. Translation gains and losses are included currently in 
net earnings.

Inventories
Inventories of domestic operations are valued at cost (de­

termined on a last-in, first-out basis) not in excess of re­
placement market. Inventories of foreign operations are val­
ued generally at standard cost, which approximates actual 
cost (first-in, first-out) not in excess of replacement market.

Property, Plant and Equipment
Purchases of property, plant and equipment and expendi­

tures which materially change capacities, or extend useful 
lives, are capitalized and are included in the accounts at cost. 
Routine maintenance and repairs and minor replacement 
costs are charged to expense as incurred.

Depreciation is generally provided on a straight-line basis 
for buildings and improvements over estimated useful lives of 
twenty to fifty years and on accelerated methods for ma­
chinery and equipment over estimated useful lives of five to 
fifteen years.

When an asset is sold or retired before becoming fully 
depreciated, the cost and accumulated depreciation are re­
moved from the respective accounts and the resultant gain or 
loss is included in earnings.

Excess of Cost of Investment
The excess of cost of investment over net assets acquried 

is being amortized on a straight-line basis over a forty-year 
period.

Pension and Profit-Sharing Plans
The Company and certain of its consolidated subsidiaries 

have pension plans and, prior to 1977, profit-sharing plans for 
the benefit of the majority of employees. Generally, pension 
plan expense is calculated on the basis of the actuarial cost 
of current service and amortization of prior service costs over 
periods of fifteen to forty years. The Company’s policy is to 
fund accrued pension plan expense.

Capital Accumulation Plans
The cost of the Company’s capital accumulation plans is 

accrued over the term of the performance periods. The cost 
of the Tandem Appreciation Plan is based on the greater of 
the increase in book value, as defined, or the increase in fair 
market value of the common stock at the end of the period. 
The cost of the Performance Share Unit Plan is based on the 
fair market value of the common stock at the end of the 
period and on the performance objective level attained during 
the period. The annual provision for the cost of these awards 
varies depending on the changes in the market value of the 
common stock during the performance periods.

Stock Options
No entries are made in the accounts for qualified stock 

options until such options are exercised. When non-qualified 
stock options are granted, compensation expense is charged 
and accrued compensation expense is credited for the ex­
cess of the aggregate fair market value of the shares on the 
date of grant over the aggregate option price. When qualified 
options are exercised, common stock is credited with the par 
value of the stock issued and the excess of the proceeds over 
par value is credited to additional paid-in capital. In the case 
of non-qualified stock options, such excess as well as the 
accrued compensation expense is credited to additional 
paid-in capital.
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Taxes on Income
Provision is made annually for taxes on income including 

deferred taxes on differences between financial statement 
income and taxable income. Such provision recognizes addi­
tional United States taxes on income attributable to the Com­
pany’s share of undistributed earnings of investee companies 
in which the Company cannot control investment policies. No 
provision is made for United States taxes on income of the 
Company’s share of undistributed earnings of consolidated 
subsidiaries and investee companies in which the Company 
can control investment policies since such earnings have 
been invested or are expected to be invested for the indefi­
nite future.

Investment tax credits are recognized currently as a reduc­
tion of taxes on income.

Earnings per Share
Earnings per share are based on the weighted average 

number of shares outstanding during the respective years 
excluding stock options since their inclusion would not have a 
dilutive effect.

CUMMINS ENGINE COMPANY, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Terms italicized in these notes are defined in the Glossary 
on pages 43 and 44.

GLOSSARY OF FINANCIAL ACCOUNTING TERMS
This glossary is intended to aid readers of the financial 

statements. It explains some of the financial accounting 
terms used in the financial reviews, financial statements and 
notes that may not be commonly understood. By their nature, 
these terms are not easily defined.

Return on Net Sales: A measure of annual profitability 
showing the relationship of earnings to revenue. The ratio is 
net earnings divided by net sales for the year.

Return on Shareholders’ Investment: A measure of annual 
profitability showing the relationship of earnings to the aver­
age shareholders’ investment for the year.

Shareholders’ Investment per Common Share: The mea­
sure of book value of a share of common stock. The value is 
based on the total of contributed capital allocated to common 
stock equity and earnings retained in the business divided by 
the number of common shares outstanding at year-end.

Debt-to-Capital Ratio: The relationship of total debt includ­
ing both short-term and long-term borrowings to the sum of 
debt and shareholders’ investment. The ratio measures the 
portion of financing supplied by lenders.

Equity Method: A method of accounting used by an inves­
tor company to record an investment in common stock of an 
unconsolidated company. The original investment is re­
corded at cost and increased (or decreased) for the investor’s 
share of annual earnings (or losses) of the company and 
decreased for dividends received by the investor. The inves­
tor’s share of the annual earnings (or losses) is included in its 
net earnings.

LIFO (Last-In, First-Out): An inventory valuation method 
which essentially charges to cost of goods sold the most 
recent costs of goods purchased and manufactured. Year-

end inventory is valued using the costs of items included in 
the 1974 inventory (the year the LIFO method was first used) 
plus costs of quantities of inventory added in 1974 and sub­
sequent years.

FIFO (First-In, First-Out): An inventory valuation method 
which values the items in year-end inventory by using the 
most recent costs of goods purchased and manufactured. 
This method assumes that the costs of the oldest items are 
deducted from inventory and included in costs of goods sold.

Depreciation: A portion of the cost of acquired tangible 
property, plant and equipment charged annually to earnings. 
The annual expense is determined by dividing the cost of the 
asset by the estimated number of years of its service life.

Amortization: A portion of the cost of goodwill, deferred 
debt issuance expense and prepaid expenses charged an­
nually to earnings. The annual expense is determined by 
dividing the cost of the intangible asset by the estimated 
number of years expected to receive benefit from use of the 
asset.

Timing Difference: Revenue or expenses which are in­
cluded in net earnings in a different year than reported in the 
Company’s tax return. In contrast, permanent differences are 
revenue or expenses that are included in the measurement of 
the Company’s earnings but are not included in taxable in­
come. Permanent differences account for most of the differ­
ence between a federal income tax rate of 48 percent and the 
effective tax rate used to record the provision for income 
taxes.

Statement of Changes in Financial Position: A basic finan­
cial statement showing the major operating and financing 
activities of the Company and their effect on funds. Funds are 
defined by the Company as cash and short-term investments 
less loans payable. These elements are generally inter­
changeable to support short-term cash requirements. The 
net change in these elements is an indicator of the flow of 
funds in the Company during the year.

Capital Lease: Lease of property, plant and equipment 
which transfers many of the benefits and risks of ownership 
to the lessee. These leases are accounted for as the acquisi­
tion of an asset and as the creation of a liability by the lessee.

Operating Lease: A lease which does not meet the condi­
tion of a capital lease because most of the benefits and risks 
of ownership remain with the lessor. Lease payments are 
charged to rental expense by the lessee.

Earnings Per Share—Primary: The relationship of net earn­
ings for the year to the weighted average number of shares of 
common stock outstanding during the year, adjusted for the 
possible dilutive effects of common stock equivalents, such 
as stock options and some convertible securities outstand­
ing.

Earnings Per Share—Fully Diluted: Earnings per share 
based on the weighted average number of shares of common 
stock outstanding during the year, adjusted for the possible 
dilutive effects of all contingently issuable shares of common 
stock, including common stock equivalents and other out­
standing rights to receive or convert to common stock.

Stock Appreciation Rights: Rights granted to officers and 
key employees allowing them to receive in cash or common 
shares the appreciation in the value of a specified number of 
shares of common stock under option.
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Dividends Declared: Dividends to be paid to shareholders 
at a date and in an amount specified by the Board of Direc­
tors.

Replacement Cost: An estimate of the lowest amount that 
would have to be paid if the productive capacity of property, 
plant and equipment or the utility of inventory was to be re­
placed at the end of the year. Because of the effects of infla­
tion, this amount is usually higher than the original cost of the 
asset.

Indexing Method: A method used to estimate the replace­
ment cost of machinery and equipment which might be re­
placed, under current business conditions, with similar as­
sets. The ratio of the original cost to current purchase price of 
similar assets is used to estimate replacement cost.

Unit Pricing Method: A method used to estimate the re­
placement cost of buildings and ground improvements. An 
estimate of current construction costs per square foot is mul­
tiplied by the number of square feet to be replaced to calcu­
late an estimate of replacement cost of these assets.

Direct Pricing Method: A method used to estimate the re­
placement cost of equipment which might be replaced, under 
current business conditions, with assets of improved 
technology. The current purchase price of the assumed re­
placement asset is used as an estimate of the replacement 
cost of the older asset.

ACCOUNTING CHANGES

Table 1-8 summarizes the nature of accounting changes 
disclosed by the survey companies in 1977 and the fre­
quency with which such accounting changes were disclosed. 
As indicated in Table 1-8, the accounting change most fre­
quently disclosed by the survey companies in 1977 con­
cerned leases. Statement o f Financial Accounting Stan­
dards No. 13, issued in November 1976 by the Financial 
Accounting Standards Board, superseded all previously is­
sued APB Opinions as the authorative pronouncement on 
accounting for leases by both lessees and lessors. Statement 
No. 13 requires that a lessee must capitalize capital leases, 
as defined, entered into on or after January 1 ,  1977 and that 
all capital leases, including those entered into before January
1 , 1977, must be capitalized for financial statements for fiscal 
years beginning after December 31, 1980. Of the 97 survey 
companies disclosing a change to conform to the require­
ments of Statement No. 13, 35 companies made the change 
retroactively.

APB Opinion No. 20 “defines various types of accounting 
changes and establishes guides for determining the manner 
of reporting each type.” Examples of accounting changes not 
involving a restatement of prior financial statements follow. 
Examples of accounting changes involving a restatement of 
prior year financial statements are presented in connection 
with Table 4-3.

TABLE 1-8: ACCOUNTING CHANGES

Lease capitalization..............

Number of Companies 
1977 1976 1975 

97 N/C N/C
1974

N/C
Actuarial cost methods or 

assumptions ................... 37 75 62 32
Translation policy................. 15 96 82 2
LIFO method adopted or ex­

tended ............................ 10 13 32 198
Change in reporting entity.. 7 14 13 9
Loss contingencies................ 4 11 13 —

Other...................................... 21 32 100 74

N/C —  Not Compiled.

Change in Accounting Estimates

ATI, INC. (SEP)

NOTES TO CONSOLiDATED FiNANCIAL STATE­
MENTS

Note 1 (in part): Summary o f Significant Accounting 
Policies

Excess of cost over equity in net assets acquired— In De­
cember 1977, because of the decline experienced in recent 
years in sales and earnings (see Note 12), the Company 
commenced amortizing the excess of cost over net assets 
acquired arising from an acquisition made in 1970. Such ex­
cess is being amortized over 15 years on a straight-line basis 
commencing September 26, 1976. The amortization had the 
effect of increasing the net loss for the year ended Sep­
tember 24, 1977 by $92,475 ($.06 per share).

SEARS, ROEBUCK AND CO. (JAN)

NOTES TO FiNANCiAL STATEMENTS
Note 5 (in part): Credit operations— Installment accounts 

(easy payment) will be replaced by SearsCharge (a revolving 
charge plan) over the next several years. To state income 
more appropriately during the phase-out period of the in­
stallment accounts and the expansion of SearsCharge ac­
counts, the company, effective February 1, 1977, has 
changed its estimation method for (a) amortizing unearned 
finance charges related to easy payment accounts, using 
actual contract lives rather than weighted average contract 
lives and, (b) computing its allowance for uncollectible cus­
tomer receivables, incorporating an updated computer model 
for projecting probable losses in the collection process. The 
first change in estimate had the effect of reducing income by 
$35 million and the second change caused an increase in 
income of $31 million in 1977. The two changes reduced 
1977 net income by less than $.01 per share.
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Change in Accounting Principle

THE GOODYEAR TIRE & RUBBER COMPANY (DEC)

1977 1976

income before cumulative effect of
accounting change......................

Cumulative effect on prior years of 
accounting change for capital
leases............................................

Net Income for the Year.................

(000)

$205,781 $124,075

$205,781
(3,451)

$120,624

NOTES TO FINANCIAL STATEMENTS
Accounting Change—Leased Assets: The method of ac­

counting for certain leases in which the Company was lessee 
was changed in 1977 to comply retroactively with Statement 
of Financial Accounting Standards No. 13. The new method 
requires that property held under a lease which meets 
specific criteria must be capitalized as an asset and the pres­
ent value of the related lease payments recorded as an obli­
gation. Amortization of capitalized leased assets has been 
computed on the straight line method.

The effect of this change was not significant in relation to 
net income of any year. The financial statements for 1976 
have been restated for comparative purposes and include the 
charge of $3,451,000 ($.05 per share) representing the 
cumulative effect on retained earnings of retroactively apply­
ing this accounting method to years prior to 1976. Consistent 
with the new method, obligations of $78,950,000 at De­
cember 3 1 , 1977 ($57,615,000 at December 3 1 , 1976) under 
leases previously described as“ Industrial Revenue Bonds” 
have been renamed “Capital Lease Obligations.”

Refer to note on Leased Assets for discussion of leasing 
activity.

INTERSTATE BRANDS CORPORATION (MAY)

1977 1976 1975
Income before cumula­

tive effect of 
change in account­
ing principle...........  $ 1,671,356

Cumulative effect on 
years prior to 1975 
of capitalized
leases (note 4 ) ......  —  —  (189,577)

Net income...................  1,671,356 3,638,489 6,117,635
Retained earnings at 

beginning of period 
as previously re­
ported......................  49,382,985

Adjustment for retroac­
tive capitalization 
of leases (note 4 ).. 254,182

Retained earnings at 
beginning of period
as restated............. 49,128,803 47,246,431 42,327,467

$50,800,159 $50,884,920 $48,445,102

$ 3,638,489 $ 6,307,212

47,464,546 42,327,467

218,115

Note 4: Change in Accounting Principie— During 1977, the 
Company changed its method of accounting for leases to 
comply with Statement of Financial Accounting Standards 
No. 13 (FAS 13) issued in November, 1976. As a result, the 
assets and related obligations for property under capital 
leases have been recorded. In compliance with FAS 13, the 
financial statements for 1976 and 1975 have been restated 
and the cumulative effect of the change on 1974 and prior 
years has been included in net income for 1975. The effect of 
the change on net income and earnings per share for 1976 
and 1975 is as follows:

January 1, December 27,
1977 1975

(53 Weeks) (52 Weeks)
Net income as previously reported. $3,674,556 $6,335,750
Current year effect........................... (36,067) (28,538)
Income before cumulative effect on 

change in accounting principle.. 3,638,489 6,307,212
Cumulative effect of change in ac­

counting principle (net of income 
tax expense of $ 17 4 ,99 3 )...... (189,577)

Net income as restated................... $3,638,489 $6,117,635
Earnings per common share

Based on average shares out­
standing
Net income as previously re­

ported................................ $ 1.57 $ 2.71
Current year effect.............. (.02) (.01)
Income before cumulative ef­

fect of change in account­
ing principle..................... 1.55 2.70

Cumulative effect of change 
in accounting principle .. _ (.08)

Net income as restated...... $ 1.55 $ 2.62
Assuming full dilution

Net income as previously re­
ported................................ $ 1.49 $ 2.53

Current year effect.............. (.02) (.01)
Income before cumulative ef­

fect of change in account­
ing principle ................... 1.47 2.52
Cumulative effect of change 

in accounting principle .. _ (.08)
Net income as restated...... $ 1.47 $ 2.44

CUTLER-HAMMER, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Property, Plant and Equipment— Property, plant and 
equipment are carried at cost. Prior to January 1, 1977, the 
Company’s provision for depreciation has generally been 
made using accelerated methods of computation based on 
estimated useful lives of assets. Generally, assets acquired 
after January 1, 1977, are being depreciated using the 
straight-line method to more closely relate to industry prac­
tices. The effect of this change in 1977 is not significant to the 
financial statements and results in an increase in net income
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of $160,000 or 3 cents per common share. Related costs and 
accumulated depreciation are eliminated from the accounts 
upon disposal of an asset and the resulting gain or loss is 
reflected in the income statement. Fully depreciated assets 
are eliminated from the asset and accumulated depreciation 
accounts, although they may still be used in operations. Re­
newals and betterments are capitalized and expenditures for 
maintenance, repairs, tools and dies are expensed as in­
curred.

GEO. A. HORMEL & COMPANY (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note B: Change In Accounting Method—Through fiscal 
1976, the Company provided for depreciation of buildings by 
the straight-line method and for depreciation of equipment by 
an accelerated method approximating the double-declining 
balance method. Effective October 31, 1976, the Company 
changed its method of depreciating newly-acquired equip­
ment on a prospective basis to the straight line method in 
order to conform to prevailing industry practice. The effect of 
this change was to increase earnings before income taxes by 
$1,400,000, and net earnings by $700,000 ($.15 per share) in 
fiscal 1977.

SCOTT PAPER COMPANY (DEC)

1977

Amount
In

Thousands

Amount
Per

Common
Share

Income before 
cumulative effect 
of a change in ac­
counting principle 

Cumulative effect on 
years prior to 
1977 of changing 
to the flow 
through method of 
accounting for in­
vestment tax
credit...................

Net income................

62,110 $1.60

1976
Amount 

Amount Per 
In Common 

Thousands Share

73,153 $2.01

37,080 .96
$99,190 $2.56 $73,153 $2.01

Pro Forma Net In­
come

Although prior years 
were not restated 
for the change to 
the flow through 
method of ac­
counting for in­
vestment tax 
credit, these 
amounts indicate 
what the net in­
come would have 
been if the flow 
through method 
had been used in
prior years $62,110 $1.60 $96,223 $2.65

FINANCIAL REVIEW
Deferred Income Taxes and Investment Credits 

(Thousands) 1977 1976
Balance at beginning of year.......... $107,383 $ 81,789
Reduction resulting from change to

flow through method.................  (37,080) —
70,303 81,789

Deferred taxes on timing differ­
ences
Accelerated depreciation...........  17,220 16,307
Provision for mill closings........  (6,790) —
Investment tax credits................ (5,805) (13,672)
Other timing differences...........  34 (111)

Deferred investment tax credits.. . .  —  23,070
4,659 25,594

Balance at end of year..................... $74,962 $107,383
Deferred taxes include deferred investment tax credits (in 

1976 only) and the effects of timing differences where some 
items of income and expense are not recognized for taxation 
in the same period in which they affect earnings. Deferred 
taxes in the amount of $17,220,000 were provided because 
accelerated tax depreciation exceeds depreciation for finan­
cial statement purposes. Deferred taxes were reduced by 
$6,790,000 for the tax effect of the 1977 provision for mill 
closings which cannot be currently recognized for tax pur­
poses.

In 1977, the Company changed from the deferral method 
of accounting for investment tax credits to the flow through 
method to make Scott’s accounting policy consistent with 
those of most industrial companies and particularly those 
companies in the pulp and paper industry. This change will 
result in greater comparability of financial results between 
companies. Under the deferral method, the credits are taken 
into income over the lives of the applicable assets, while 
under the flow through method the credits are taken in the 
year the assets are placed in service. However, under either 
method, the amount of credit which can be utilized in any one 
year is subject to a limitation under federal tax law. The effect 
of the change in 1977 was to increase net income by 
$40,380,000 or $1.04 per share consisting of $37,080,000 or 
$.96 per share from the cumulative effect of prior years’ in­
vestment tax credits and $3,300,000 or $.08 per share from 
the effect of current year investment tax credits.

The reductions in deferred taxes attributable to investment 
tax credits of $5,805,000 in 1977 and $13,672,000 in 1976 
represent the amount by which the investment tax credits 
which can be recognized for financial reporting purposes ex­
ceed the amount which can be recognized for income tax 
purposes. In addition, the Company could not utilize approx­
imately $6,500,000 of investment tax credits for financial re­
porting purposes due to the limitation. These credits will be 
available to reduce taxes on income in future years. For tax 
purposes, the Company has accumulated an investment tax 
credit carryforward of approximately $26,000,000, which is 
available to reduce taxes payable in future years.

The Company’s policy concerning U.S. income tax on the 
earnings of its international and supplier affiliates reflects the 
view that because of the continuing capital needs of the af­
filiates, their undistributed earnings are expected to be, for 
the most part, permanently reinvested. To that extent, Scott 
has not provided U.S. income tax on its shares of these earn­
ings. If these earnings were distributed, no material amount 
of U.S. income tax would be payable under existing tax laws.
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CONSOLIDATION POLICIES

Accounting Research Bulletin No. 51 states in part:

1. The purpose of consolidated statements is to pre­
sent, primarily for the benefit of the shareholders and 
creditors of the parent company, the results of opera­
tions 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 con­
solidation policy which is being followed. In most cases 
this can be made apparent by the headings or other 
information in the statements, but in other cases a 
footnote is required.

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.

Securities and Exchange Commission Regulation S-X 
stipulates when a company must present In Form 10-K sepa­
rate financial statements for consolidated subsidiaries en­
gaged in finance-related operations. As interpreted by the 
SEC Staff in Staff Accounting Bulletin No. 2, annual reports 
to shareholders do not have to present such separate finan­
cial statements but should, at least, include summarized fi­
nancial information for such subsidiaries for which separate 
financial statements are required in Form 10-K. This re­
quirement concerning consolidated finance-related opera­
tions has limited applicability to the survey companies be­
cause the survey companies usually do not consolidate 
finance-related operations.

Table 1-9 summarizes the consolidation policies of the 
survey companies. For the purpose of the aformentioned 
tabulations a subsidiary is a company described in an annual 
report as a subsidiary or as more than 50 per cent owned by 
its parent company. Notes to financial statements discussing 
consolidation policies follow.

All Subsidiaries Consolidated

HEWLETT-PACKARD COMPANY (OCT)

NOTES TO THE 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 sub- 
pany and all domestic and foreign subsidiaries. All significant 
intercompany accounts and transactions, including inter­
company profits in inventories, have been eliminated.

The Company accounts for its investment in its unconsoli­
dated Japanese affiliate (49 percent owned) on the basis of 
its equity in the underlying net assets.

TABLE 1-9: CONSOLIDATION POLICIES

1977 1976
Nature of Subsidiaries Not Consolidated
Finance related

Credit .................................................................... 97 93
Insurance .............................................................. 35 36
Leasing ................................................................. 17 20
Banks .................................................................... 10 10

Real estate................... ............................................... 30 33
Foreign......................................................................... 37 38
Number of Companies
Consolidating all significant subsidiaries................ 423 411
Consolidating certain significant subsidiaries........ 167 178
Not presenting consolidated financial statements . 10 11
Total Companies........................................................... 600 600

LOWE’S COMPANIES, INC. (JUL)

NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Summary of Accounting Policies: 
Principles of Consolidation—The consolidated financial 

statements include the accounts of the company and its sub­
sidiaries, all of which are wholly owned. There are 154 sub­
sidiary corporations: 149 store companies, two lumber dis­
tribution yards, a merchandise distribution center, a real es­
tate company and an advertising agency. The practice of 
forming a subsidiary for each new market area has been 
discontinued and present plans call for new store locations 
and existing subsidiaries to be organized within state lines. 
All material intercompany accounts and transactions have 
been eliminated.

MELVILLE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary o f Significant Accounting 
Policies

Principles of Consolidation: The consolidated financial 
statements include the accounts of all subsidiaries. Included 
are foreign subsidiaries whose results of operations for 1977 
and 1976 are insignificant in relation to the consolidated re­
sults of operations and financial position. The minority in­
terest represents the participation on a 51%-49% basis, re­
spectively, of the Company and K mart Corporation (K mart) 
in the ownership of all retail subsidiaries formed from 1975 
through 1984 for the purpose of operating leased shoe de­
partments in K mart stores. In addition, K mart is increasing 
its ownership In such leased departments in existence at 
December 3 1 , 1974 from 25% to 49% over a four year period 
ending in 1978. All intercompany balances and transactions 
have been eliminated.
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Basis of Consolidation—The accounts of all sub­
sidiaries are included in the Consolidated Financial State­
ments. Intercompany accounts, transactions and earnings 
have been eliminated in consolidation. All subsidiary com­
panies are wholly owned except Outboard Marine Australia 
Pty. Limited which is 70% owned; the minority interest in this 
subsidiary’s earnings and stockholders’ investment is in­
cluded in other expense and other accounts payable in the 
Consolidated Financial Statements. The amounts included in 
other expense are $571,000 and $697,000 in 1977 and 1976, 
respectively. The amounts included in other accounts pay­
able are $2,544,000 and $2,303,000 at September 30, 1977 
and 1976, respectively.

THE SUPERIOR OIL COMPANY (DEC)

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Principles of Consolidation—The consolidated financial 
statements include the accounts of all domestic and foreign 
subsidiaries owned more than fifty percent including Cana­
dian Superior Oil Ltd. (Canadian Superior) which is 50.9 per­
cent owned. The minority interest shareholders’ equity in the 
net assets of subsidiaries is set forth in the Consolidated 
Balance Sheet and their equity in subsidiaries’ net income 
has been deducted in arriving at consolidated net income. All 
significant intercompany accounts and transactions have 
been eliminated.

Superior’s investments in all other companies owned 
twenty percent or more are stated at cost as adjusted for 
Superior’s share of reported earnings or losses less amorti­
zation of excess costs. Investments in all other companies 
are carried at cost.

Certain prior year amounts have been reclassified to con­
form to 1977 presentation.

OUTBOARD MARINE CORPORATION (SEP)

All Significant Subsidiaries Consolidated

THE ANSUL COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Principles of Consolidation—The consolidated financial 
statements include the accounts of The Ansul Company and 
all significant subsidiaries. These subsidiaries are wholly 
owned, with the exception of Lane Limited (our Australian 
subsidiary) which is 73% owned. The non-U.S. consolidated 
subsidiaries are included in the financial statements on the 
basis of fiscal years ended November 30. Certain minor 
non-U.S. subsidiaries are included in the financial statements 
on an equity basis due to requirements in their respective 
countries that they eventually become majority owned by 
local citizens.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Principles of Consolidation—The consolidated financial 
statements include the accounts of the Company, all domes­
tic subsidiaries and all significant foreign subsidiaries. All sig­
nificant inter-company accounts and transactions are elimi­
nated in consolidation. Minority interests in earnings of con­
solidated subsidiaries are charged to other deductions in the 
consolidated statements of earnings.

Financial statements of the consolidated subsidiaries 
cover twelve-month periods ending September 30 through 
December 31. Such fiscal periods have been adopted by the 
subsidiaries in order to provide for a timely consolidation.

Investments in unconsolidated subsidiaries and other 
companies in which there is an ownership interest of 20% or 
more are accounted for by the equity method and such sub­
sidiaries and companies are referred to herein as unconsoli­
dated foreign subsidiaries and affiliates or investee com­
panies. Under this method, the Company’s equity in the net 
earnings or losses of the investee companies is included 
currently in the Company’s net earnings except when the 
Company’s share of accumulated losses exceeds the 
amount of the investment including advances. Dividends re­
ceived from the investee companies are reflected as a reduc­
tion of the investment. The carrying value of these invest­
ments approximates the underlying equities in net assets.

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

Finance-Related Subsidiaries Not 
Consolidated

ARCHER DANIELS MIDLAND COMPANY (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Principles of Consolidation—The consolidated financial 
statements include the accounts of the Company and all 
majority-owned subsidiaries except National City Bancorpo­
ration and its banking affiliate, National City Bank of Min­
neapolis. Upon consolidation, all significant intercompany 
accounts and transactions are eliminated. Investments in Na­
tional City Bancorporation and 50%-owned companies are 
carried at cost plus equity in undistributed earnings since 
acquisition.

THE BENDIX CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
Consolidated financial statements and related matters— 

The consolidated financial statements comprise those of the 
Corporation and all of its subsidiaries, except for its insurance 
subsidiaries. Equity in earnings of the nonconsolidated insur­
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ance subsidiaries and of other companies (where the Corpo­
ration’s equity investments enable the use of significant influ­
ence over operating and financial policies) is included in con­
solidated income currently. The financial statements of sub­
sidiaries outside the U.S. and Canada generally are included 
in the consolidated financial statements on the basis of fiscal 
years ending on August 31.

THE CONTINENTAL GROUP, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Statement of Accounting Policies (in part)—The consoli­

dated financial statements include the accounts of The Con­
tinental Group, Inc. (the Company), and all significant sub­
sidiaries other than the Richmond Company, which is en­
gaged primarily in insurance operations, and a wholly-owned 
leasing company whose financial operations are dissimilar to 
the manufacturing operations of the consolidated group. 
These insurance and leasing companies are accounted for 
by the equity method.

THE DOW CHEMICAL COMPANY (DEC)

ACCOUNTING PRINCIPLES 
Consolidation—The accompanying consolidated financial 

statements include the assets, liabilities, revenues and ex­
penses of all significant subsidiaries except for a bank and 
two insurance companies. Because of the nature of their op­
erations, the accounts of these companies are not consoli­
dated. However, their earnings are included in consolidated 
net income under the equity method of accounting.

GENERAL ELECTRIC COMPANY (DEC)

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Basis of consolidation—The financial statements consoli­
date the accounts of the parent General Electric Company 
and those of all majority-owned and controlled companies 
(“affiliated companies’’), except finance companies whose 
operations are not similar to those of the consolidated group. 
All significant items relating to transactions among the parent 
and affiliated companies are eliminated from the consoli­
dated statements.

The nonconsolidated finance companies are included in 
the statement of financial position under investments and are 
valued at equity plus advances. In addition, companies in 
which GE and/or its consolidated affiliates own 20% to 50% 
of the voting stock (“ associated companies”) are included 
under investments, valued at the appropriate share of equity 
plus advances. After-tax earnings of nonconsolidated finance 
companies and associated companies are included in the 
statement of earnings under other income.

A nonconsolidated uranium mining company (see note 13) 
is also included under investments and is valued at cost.

NOTES TO FINANCIAL STATEMENTS
Note 1: Principles of Consolidation—The financial state­

ments include the accounts of Jim Walter Corporation (the 
Company) and all companies which are over 50% owned, 
except First Brentwood Corporation and its subsidiaries 
(Brentwood). The investments in consolidated subsidiaries 
are carried at equity in underlying net assets plus the un­
amortized balance of the net excess of cost of investments 
over equity at dates of acquisition which is classified in con­
solidation as property, plant and equipment (credit amount 
shown separately) and other assets.

The investment in Brentwood (100% owned) is carried at 
equity in net assets. Substantially all of Brentwood’s retained 
earnings of $24,099,000 has qualified as tax deductions and 
no provision for federal income tax has been made thereon; if 
such retained earnings are subsequently used for purposes 
other than to absorb loan losses, including distributions in 
liquidation, they will be subject to federal income tax at the 
the prevailing corporate rates. At August 31, 1977 
$14,365,000 appropriated to general reserves, as required 
by regulatory authorities, is included in stockholder’s equity of 
Brentwood Savings and Loan Association, Brentwood’s 
wholly-owned savings and loan subsidiary.

JIM WALTER CORPORATION (AUG)

NATIONAL CAN CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note A (in part): Statement of Accounting Policies: 
Principles of Consolidation: The consolidated financial 

statements include the accounts of the Corporation and all 
domestic operations, except for a wholly owned financial ser­
vices subsidiary, which is insignificant. The investments in 
subsidiaries engaged in international operations and in finan­
cial services activities are carried at cost plus equity in earn­
ings (loss) since acquisition. All significant intercompany ac­
counts and transactions have been eliminated in consolida­
tion.

Real Estate Subsidiaries Not 
Consolidated

POTLATCH CORPORATION (DEC)

SUMMARY OF PRINCIPAL ACCOUNTING POLICIES 
Consolidation—The financial statements include the ac­

counts of Potlatch Corporation and subsidiaries except 
Brown & Kaufmann, Inc., a homebuilding and land develop­
ment subsidiary, which is carried at cost of investment and 
advances, adjusted for equity in results of operations. Sig­
nificant intercompany transactions and accounts are elimi­
nated.
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THE WILLIAMS COMPANIES (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Principles of consolidation—The consolidated financial 
statements include the accounts of The Williams Companies 
(“Williams”) and all significant majority owned subsidiaries. 
Companies engaged in real estate activities and companies 
in which Williams and its subsidiaries own 20% to 50% of the 
voting common stock are accounted for under the equity 
method, except for a 25% owned fertilizer company in the 
Republic of Korea which is accounted for under the cost 
method. The cost method is used because Williams does not 
have the ability to exercise sufficient influence over operating 
and financial policies of the company to warrant application of 
the equity method.

Foreign Subsidiaries Not Consolidated

BORG-WARNER CORPORATION (DEC)

SUMMARY OF ACCOUNTING POLICIES
The following paragraphs briefly describe the company’s 

significant accounting policies. Certain amounts in the 1976 
financial statements have been reclassified to conform to the 
1977 presentation.

Principles of consolidation—The consolidated financial 
statements include all subsidiaries except those in Mexico 
and South America, which are carried at cost due to political 
and economic uncertainty, and the financial services com­
panies. Investments in the financial services companies and 
in affiliated companies, at least 20% owned by Borg-Warner, 
are carried at equity in underlying net assets.

NOTES TO FINANCIAL STATEMENTS
Operations outside the United States— Borg-Warner’s 

equity in net earnings of consolidated subsidiaries located 
outside the U.S. was $4.8 million in 1977 and $3.3 million in
1976.

Borg-Warner’s equity in the net assets of these companies 
at December 31 is summarized as follows:

(millions of dollars) 1977 1976
Current assets.............  $235.6 $238.5
Non-current assets.....  145.3 149.4
Total assets..................  380.9 387.9
Current liabilities......... 96.5 103.6
Non-current liabilities. 92.7 120.3
Net assets before minority interests 191.7 164.0
Minority interests........  16.0 15.1
Borg-Warner's equity in net assets $175.7 $148.9

Consolidated net earnings for the years 1977 and 1976 
includes net exchange losses of $1.0 million and $12.2 mill­
ion, respectively.

Borg-Warner’s equity in underlying net assets of its Mexi­
can and South American subsidiaries at December 31, trans­
lated at exchange rates in effect at each year-end, exceeded 
the carrying value of these companies by $11.6 million for

1977 and $9.4 million for 1976. Dividends from these com­
panies, which are included in earnings, amounted to $.1 mill­
ion in 1977 and $1.9 million in 1976.

EX-CELL-0 CORPORATION (NOV)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Principles of Consolidation—The consolidated financial 

statements include the accounts of the Company, all domes­
tic subsidiaries and subsidiaries in Canada, England and 
West Germany with all significant intercompany balances 
and transactions eliminated. The investment in an immaterial 
foreign subsidiary operating in India, together with invest­
ments in certain foreign affiliated companies less than 50% 
owned, are recorded on the equity method.

HARNISCHFEGER CORPORATION (OCT)

FINANCIAL NOTES
Note 1 (in part): Summary of Significant 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 ac­
counted for under the equity method, and a wholly-owned 
Brazilian subsidiary, which is carried at cost because its earn­
ings are subject to material financial risks. Investments of 
less than 20% ownership are carried at cost. Intercompany 
transactions have been eliminated in the consolidated finan­
cial statements.

Subsidiaries Not Consoiidated—Controi 
Is Temporary

THE GILLETTE COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS 
Summary of Significant Accounting Policies (in part): 
Principles of Consolidation—The consolidated financial 

statements include the accounts of the Company and all 
major owned subsidiaries, except for Cambridge Shaver Im­
ports, Inc. (see page 29). Investments in less than majority 
owned companies are accounted for on the equity method. 
Intercompany accounts and transactions have been elimi­
nated. Accounts of subsidiaries outside the United States 
and Canada have been included on the basis of fiscal years 
generally ending November 30, except for the Braun group of 
companies, whose fiscal year ends September 30.

PAGE 29
Braun Antitrust Suit—At the end of 1975, the United States 

District Court in Boston approved a consent decree settling 
an antitrust suit brought by the Justice Department following 
the acquisition of Braun AG in 1967. Under the settlement a 
new company, Cambridge Shaver Imports, Inc., was formed 
to market Braun-made electric shavers in the United States. 
A total of $2.5 million is required to be invested in the capital 
stock of the new company in three annual installments, the 
second of which was completed in 1977.
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The new company is to be divested no later than May, 
1980, after approval by the Court, or the Court may then 
appoint a trustee to make the divestiture. The purchaser of 
the new company will receive rights to an exclusive supply 
contract for the United States, in addition to certain patent 
rights and manufacturing know-how.

Under the settlement Gillette retains its ownership of Braun 
AG, and Braun AG retains its foreign business and its exist­
ing business in the United States in lines other than electric 
shavers.

INSILCO CORPORATION (DEC)

SUMMARY OF ACCOUNTING POLICIES 
Principles of Consolidation—The consolidated financial 

statements include the accounts of the Company and its sig­
nificant majority owned subsidiaries except its wholly-owned 
finance subsidiary and Times Fiber Communications, Inc., a 
joint venture in which the Company’s 51% control is expected 
to be temporary. Investments in the finance subsidiary, joint 
ventures and other associated companies are accounted for 
using the equity method.

BUSINESS COMBINATIONS

Paragraph 8 of APS 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. The 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 de­
scribe the manner of reporting and disclosures required for a 
pooling of interests and a purchase, respectively.

Table 1-10 shows that in 1977 the survey companies re­
ported 48 business combinations accounted for as a pooling 
of interests of which 17 such business combinations did not 
result in a restatement of prior year financial statements. 
Those companies not restating prior year’s financial state­
ments for a pooling of interests usually commented that the 
reason for not doing so was immateriality. Examples of pool­
ings of interests and purchases follow.

POOLINGS OF INTERESTS

CHAMPION INTERNATIONAL CORPORATION 
(DEC)

NOTES TO FINANCIAL STATEMENTS
Note 16: On February 2 4 , 1977, Hoerner Waldorf Corpora­

tion, a manufacturer and marketer of paper packaging prod­
ucts, was merged into the Company in exchange for 
14,386,657 shares of the Company’s common stock. Each 
share of Hoerner Waldorf common stock was converted into 
.95 of a share of the Company’s common stock. The Com­
pany reserved 1,252,908 shares of common stock for is­
suance on conversion of Hoerner Waldorf’s convertible sec­
urities and on exercise of Hoerner Waldorf’s employee stock 
options. Additionally, the number of authorized shares of 
common stock was increased from 60,000,000 to 
100,000,000.

The transaction was accounted for as a pooling of in­
terests, and 1976 and prior period amounts have been re­
stated to include Hoerner Waldorf’s fiscal year ended Oc­
tober 31 with the Company’s calendar year ended December 
31. In order to reflect the change in Hoerner Waldorf’s fiscal 
year end to conform with the Company’s calendar year end, 
the net income of Hoerner Waldorf for the two months ended 
December 3 1 , 1976 of $3,667,000 (generated from net sales 
of $81,869,000) was credited to consolidated retained earn­
ings. Hoerner Waldorf’s dividends declared during this two- 
month period, totaling $3,411,000, were charged to consoli­
dated retained earnings.

Net sales and net income for each of the previously sepa­
rate companies and consolidated were:

Champion
Inter- Hoerner Consoli- 

(in thousands of dollars) national Waldorf dated
1977 (Unaudited):

Three months ended 
March 31 for Cham­
pion International and 
Hoerner Waldorf:

Net Sales............. $ 640,594 $121,234 $
Net Income.......... $ 24,841 $ 7,435 $

1976:
Year ended December 31 

for Champion Interna­
tional and October 31 
for Hoerner Waldorf:

Net Sales............. $2,568,016 $511,330 $3,079,346
Net Income.......... $ 103,023 $ 3 2 ,9 1 7  $ 135,940

761,828
32,276
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TABLE 1-10: BUSINESS COMBINATIONS

1977 1976 1975 1974
Poolings of Interests
Prior year's financial state­

ments restated................  31 24 18 30
Prior year's financial state­

ments not restated........  17 19 13 20
T o ta l................................. 48 43 31 50

Purchase Method...................  118 103 75 143

COLT INDUSTRIES INC (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 2: During 1977, Colt acquired all of the outstanding 

stock of Menasco Manufacturing Company in exchange for
1,055,000 common shares of Colt in a combination ac­
counted for as a pooling of interests, and prior years financial 
statements have been restated to include Menasco. 
Menasco is a leading supplier of landing gear assemblies for 
aircraft manufacturers.

Sales and net earnings for the six months ended July 3, 
1977 were $714,105,000 and $27,626,000, respectively for 
Colt and $38,805,000 and $2,779,000, respectively for 
Menasco.

Sales and net earnings as previously reported for the years 
1973 through 1976 have been restated as follows (in 
thousands);

FINANCIAL REVIEW
Business Combination—On May 9, 1977 the businesses 

of The Dexter Corporation and The Mogul Corporation were 
combined in a transaction accounted for as a pooling of in­
terests. Dexter issued 1,907,121 of its common shares for a 
like number of Mogul shares. Mogul, which manufactures 
and markets water treatment chemicals and life science pro­
ducts, had a fiscal year ended October 31. Accordingly, the 
pooled results for 1976 combine Dexter’s calendar year 
amounts with Mogul’s October 31, 1976 amounts. Effective 
January 1, 1977 Mogul’s fiscal year-end was changed to 
coincide with Dexter’s fiscal year-end of December 31 and 
pooled results for 1977 are on a calendar basis. Mogul’s 
results for the two months ended December 31, 1976 were 
charged directly to retained earnings in accordance with Ac­
counting Principles Board Opinion No. 16. Sales of Mogul 
during this period were approximately $10,600,000.

The following table reconciles combined net sales and net 
income with those previously reported by Dexter for 1976 and 
the three months ended March 31, 1977 (the period prior to 
the combination):

THE DEXTER CORPORATION (DEC)

Three Months
Ended

Year Ended March 31,
December 31, 1977

(In Thousands of Dollars) 1976 (Unaudited)
Net Sales:
Previously Reported................... $188,532 $59,782
The Mogul Corporation.............. 66,555 18,142
Combined .................................... $255,087 $77,924
Net Income:
Previously Reported................... $ 11,159 $ 3,276
The Mogul Corporation........... 4,178 814
Combined .................................... $ 15,337 $ 4,090

Sales— As pre­
viously re-

1976 1975 1974 1973

ported..........
Adjustment for 

pooling of

$1,266,511 $1,022,759 $1,143,508 $862,103

interests.... 79,253 80,922 67,401 51,950
As restated......
Net earnings 

— As previ­
ously re-

$1,345,764 $1,103,681 $1,210,909 $914,053

ported..........
Adjustment for 

pooling of

$ 61,628 $ 52,127 $ 77,303 $ 26,734

interests.. .. 5,217 5,309 1,000 3,214
As restated...... $ 66,845 $ 57,436 $ 78,303 $ 29,948

Prior to the pooling, Menasco’s fiscal year ended on June 30. 
For the six months ended December 31, 1976, Menasco re­
ported sales of $32,869,000, and net earnings of $2,760,000, 
and increased retained earnings net of dividends by 
$689,000. Retained earnings have been adjusted by this 
amount to give effect to the change in Menasco’s fiscal year.

JACK ECKERD CORPORATION (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Pooling of Interests—On January 8, 1977, the 
Company exchanged 4,152,428 shares of its common stock 
for all of the outstanding common stock of Eckerd Drugs, Inc. 
(EDI), primarily the operator of a chain of 236 drug stores in 
certain portions of the southern United States.

This acquisition was accounted for as a pooling of in­
terests. The 1977 consolidated financial statements include 
premerger sales and net earnings of the Company and EDI 
for the 26 weeks ended January 29, 1977 (the end of the 
interim period nearest the date of merger) as follows:

Company 
EDI ........

Net sales 
$362,113,839  

130,799,289  
$492,913,128

Net earnings 
$18,602,834  

5,484,564  
$24,087,398

The 1976 financial statements have been restated to in­
clude the financial statements of EDI for the 53 weeks ended
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April 3, 1976. Sales and net earnings as previously reported 
have been restated as follows:

Jack Eckerd Corporation os
previously reported........

Eckerd Drugs, Inc..................
As restated......................

Net soles

$637,240,534
233,729,244

$870,969,778

Net earnings

$31,254,084
8,549,726

$39,803,810

In 1976 EDI had 43,056 shares of 4% preferred stock out­
standing, substantially all of which had been acquired as 
treasury stock and was retired in 1977. The excess of the par 
value of such stock over its cost has been treated as capital 
in excess of par value in the accompanying financial state­
ments.

The fiscal closing of EDI was changed from the Saturday 
nearest March 31 to the Saturday nearest July 31 to conform 
to that of the Company. Net earnings of EDI for the 17 weeks 
ended July 3 1 , 1976 excluded from the statement of earnings 
resulting from conforming fiscal years, are as follows:

Net soles..................................................  $74,080,712
Cost of soles and expenses...................  71,906,678

Net earnings......................................  $ 2,174,034

UNION OIL COMPANY OF CALIFORNIA (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1: Merger with Molycorp, Inc.—On July 2 9 , 1977, the 
Company exchanged 4,193,885 shares of its Common Stock 
for all of the outstanding common stock of Molycorp, Inc., a 
company engaged primarily in mining, processing and mar­
keting of molybdenum and rare earths.

The merger was accounted for as a “pooling of interests” 
whereby all financial data for periods prior to the merger have 
been restated to combine the operations of Union and 
Molycorp and to conform to the accounting policies of Union. 
Such conforming adjustments were not material to the ac­
counts of the combined enterprise.

Unaudited quarterly revenues and earnings of the separate 
companies prior to the merger were as follows:

Pro Forma
Union Molycorp Combined

Revenues Earnings Revenues Earnings Revenues Earnings
Millions of Dollars

1976— 1st Quarter........................................... .................................  $1,456.3 $65.8 $19.6 $3.5 $1,475.6 $69.0
— 2nd Quarter......................................... .................................  1,407.0 53.2 22.0 3.7 1,429.0 56.6
— 3rd Quarter......................................... .................................  1,392.8 69.0 23.7 5.2 1,416.1 73.8
— 4th Quarter........................................... .................................  1,524.6 80.8 26.6 5.7 1,551.2 86.4

1977— 1st Quarter........................................... .................................  1,432.1 70.7 30.7 6.4 1,462.5 77.0
— 2nd Quarter......................................... .................................  1,536.5 75.2 31.4 5.6 1,567.7 80.7
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Statement of Stockholders’ Equity

GENERAL SIGNAL CORPORATION (DEC)

Additional Common
Common Paid-In Retained Stock in

Stock Capital Earnings Treasury
Balance at December 31, 1975, as previously reported...........
Effect of 100 percent stock distribution reflecting transactions

$18,949,000 $44,985,000 $143,786,000 $(346,000)

prior to payment date (note 5 ) ...................................................
Effect of pooling of interests with Sola Basic Industries, Inc.,

7,838,000 (7,838,000)

reflecting transactions prior to merger date (note 2 )............. 3,892,000 23,080,000 49,052,000
Balance at December 31, 1975, as restated................................ $30,679,000 $60,227,000 $192,838,000 $(346,000)
Net earnings........................................................................................ 39,834,000
Dividends declared.............................................................................
Exercise of stock options (note 6)....................................................
Issuance of common stock to Savings and Stock Ownership Trust

126,000 702,000
(10,036,000)

(note 7 )........................................................................................... 42,000 1,162,000 46,000
Transactions in treasury stock (notes 2 and 5 ) ............................ 90,000 101,000
Balance at December 31, 1976.......................................................
Effect of conforming fiscal year of Sola Basic Industries, Inc. to

$30,847,000 $62,181,000 $222,636,000 $(199,000)

that of General Signal Corporation (note 2 ) ............................ (29,000) (745,000) (1,867,000) (60,000)
Net earnings........................................................................................ 47,941,000
Dividends declared.............................................................................
Exercise of stock options (note 6 )....................................................
Issuance of common stock to Savings and Stock Ownership Trust

45,000 662,000
(13,873,000)

(note 7 )...........................................................................................
Transactions in treasury stock (note 5 )...........................................

38,000 950,000
7,000

Balance at December 31, 1977....................................................... $30,901,000 $63,048,000 $254,837,000 $(252,000)

Data for both years reflect pooling of interests with Sola Basic 
Industries, Inc. (see notes 1 and 2).

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

Consolidation: The financial statements include the ac­
counts of the Company and its foreign and domestic sub­
sidiaries. Investments in certain minor foreign subsidiaries, 
as well as 50-percent-or-less owned companies, are stated 
at cost plus equity in undistributed earnings since acquisition.

The accompanying 1976 financial statements have been 
restated to reflect the 100 percent stock distribution (note 5), 
and the merger with Sola Basic Industries, Inc. as a pooling 
of interests (note 2).

Net assets outside the United States (including non- 
consolidated subsidiaries) comprise approximately 9 percent 
of the total in 1977 and 10 percent of the total in 1976 and are 
located principally in Canada. Net sales were $102,799,000 
in 1977 and $102,445,000 in 1976. Net earnings amounted to 
$2,679,000 in 1977 and $4,031,000 in 1976.

Exchange gains and losses were immaterial in both 1977 
and 1976.

All significant intercompany transactions have been elimi­
nated.

Note 2 (in part): A merger with Sola Basic Industries, Inc. 
(“ Sola” ) was consummated as of September 30, 1977, 
whereby Sola became a subsidiary of the Company through 
the exchange of 3,982,854 shares of the Company’s $1 par 
value common stock for all of the outstanding common 
shares of Sola. Sola is principally engaged in a single line of 
business which embraces the design, manufacture and sale 
of a broadly diversified range of equipment employed in the

distribution, control and use of energy in electric form. Prior to 
the merger, the fiscal year of Sola ended on March 31. The 
merger was accounted for as a pooling of interests and ac­
cordingly, the accompanying 1976 financial statements in­
clude the accounts of Sola as of and for its fiscal year ended 
March 31, 1977. For the accompanying 1977 financial state­
ments, the fiscal year of Sola has been conformed to that of 
the Company.

Net sales and net earnings of the Company and Sola for 
the years ended December 31, 1977 and 1976 are as fol­
lows:

1977 1976
Net Sales:

General Signal Corporation......  $682,411,000 $616,644,000
Sola .............................................. 183,102,000 181,238,000

$875,513,000 $797,882,000
Net Earnings:

General Signal Corporation......  $ 39,061,000 $ 31,332,000
Sola .............................................. 8,880,000 8,502,000

$ 47,941,000 $ 39,834,000

In September 1976, the Company acquired Mission Coat­
ings, Incorporated, a manufacturer of specialty chemical 
coatings, for 25,264 shares (note 5) of the Company’s com­
mon stock. The acquisition was accounted for as a pooling of 
interests.
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PURCHASES

FALCON SEABOARD INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3 (in part): Acquisition of Coal Companies—On De­
cember 15, 1977, Falcon, through its subsidiary Hawkeye 
Coal Company, acquired all of the outstanding capital stock 
of Hawkeye Elkhorn Coal Company, Inc. (Hawkeye Elkhorn) 
and Freeport Mining Co., Inc. (Freeport) for $2,610,000 of 
cash and $6,390,000 in notes payable. The acquisition was 
accounted for under the purchase method of accounting and 
the results of operations of the acquired companies have 
been included in the consolidated results of Falcon since the 
acquisition date.

The purchase price exceeded the net assets of the ac­
quired companies by $8,190,000. Such amount was allo­
cated principally to the coal reserves and will be amortized on 
a unit-of-production method as the reserves are produced.

The unaudited pro forma consolidated results of operations 
of Falcon for the years ended December 31, 1977 and 1976 
(as though Hawkeye Elkhorn and Freeport had been ac­
quired on January 1, 1976), are as follows:

1977 1976
Revenues ........................................... $119,161,000 $103,931,000
Net Income.........................................  17,015,000 17,455,000
Net Income Per Shore......................  2.28 2.36

LEAR BIEGLER, INC. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1: Acquisitions— Effective January 1 ,  1977, the Com­
pany acquired for cash substantially all of the outstanding 
common stock of Royal Industries, Inc. (Royal) for approxi­
mately $86,600,000, including expenses, Royal is principally 
engaged in the manufacture and sale of automotive, farm 
machinery and energy products. The transaction has been 
accounted for as a purchase and, accordingly, the operations 
of Royal are included in the consolidated statement of earn­
ings from January 1, 1977. The purchase price in excess of 
the fair value of net assets acquired, in the amount of 
$15,657,000, is included in goodwill and is being amortized 
on the straight-line basis over forty years.

On an unaudited pro forma basis, including the results of 
operations of Royal as if it had been acquired at the begin­
ning of the 1976 fiscal year (with appropriate adjustments, 
primarily for imputed interest charges attributable to the 
financing of the transaction), results of operations for the 
years ended June 30, 1977 and 1976 would have been as 
follows;

During fiscal year 1977, the Company also acquired for 
cash and a note all the outstanding capital stock of one com­
pany and certain operations of two other businesses. These 
acquisitions, which were accounted for as purchases, did not 
have a material effect on the Company’s financial position or 
operations.

Net sales................................
Net earnings.........................
Earnings for common stock . 
Earnings per common shore 
Earnings per common 

shore— assuming full di­
lution.................................

1977
$1,055,196,000

39,264,000
35,268,000 

2.88

2.35

1976
$966,704,000

29,815,000
25,842,000 

2.12

1.79

THE MEAD CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note C (in part): Acquisitions— Effective September 30, 

1977, the company acquired all of the outstanding shares of 
Gulf Consolidated Services, Inc. (GCS) for $51,600,000 in 
cash (equity at September 3 0 , 1977, plus 50% of the amount 
by which inventory at replacement cost exceeded inventory 
valued at LIFO cost). An additional amount, to a maximum of 
$10,000,000, provided for by the company’s escrowed 6% 
note, may be paid based upon GCS earnings over the next 
five years. If specified levels of earnings are reached, pay­
ments including accrued interest will be made on the note 
and recorded as additional purchase price.

GCS, which is headquartered in Houston, Texas, is a large 
distributor of industrial materials, including pipe, valves, fit­
tings, electrical supplies, insulation, and tools. The acquisi­
tion has been recorded as a purchase and the transaction is 
reflected in the accompanying financial statements from date 
of acquisition. There was no excess of purchase price over 
net assets acquired. Pro forma data (unaudited) with respect 
to operations as though GCS had been acquired as of 
January 1, 1976, follows:

Year Ended December 31 1977 1976
All dollar amounts in thousands ex­

cept per shore amounts
Net soles................................  $2,033,546 $1,849,972
Net earnings..........................  98,201 92,933
Net earnings per common shore:

Primary .......................................  4.11 3.79
Fully diluted.....................  3.42 3.08

HERMAN MILLER, INC. (MAY)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Acquisition—On December 7 ,  1976, the Company 
acquired Star Industries, Inc. for $1,200,000 in cash and 
notes. Star is a metal fabrication operation and a primary
supplier of the Company. This acquisition has been ac­
counted for by the purchase method and the results of Star 
are included in the accompanying statement of income since 
the date of acquisition.

The net assets acquired are summarized as follows:

Excess of current liabilities over current assets........  $ (487,819)
Plant and equipment.........................................................  2,152,505
Cost in excess of net asset value acquired................  155,070
Other assets.......................................................................  346,787
Long-term obligations assumed......................................  (966,543)

$1,200,000
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The following unaudited pro forma summary represents 
the consolidated results of operations of the Company and 
Star Industries, Inc. (unaudited) for the years ended May 31, 
1977 and 1976, as though the acquisition had been made as 
of June 1, 1975:

Year ended May 31, 1977 1976
Pro forma net sales.........................  $82,278,126 $52,181,145
Pro forma net income......................  $ 4 ,1 1 5 ,3 1 9  $ 2,454,628
Pro forma earnings per share........  $2.89 $1.76

SEARS INDUSTRIES INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 2: Acquisition of Miss Erika, Inc.—Effective July 22, 

1977, the Corporation acquired in a purchase transaction, for 
$2,413,558, 100% of the capital stock of Miss Erika, Inc., a 
distributor of ladies’ sweaters. The excess of the purchase 
price over the fair value of the acquired net assets (goodwill) 
amounted to $1,347,630, which will be amortized over a 
period of 40 years. The fair value of the assets acquired 
($4,143,154) and the liabilities assumed ($3,077,226) con­
sisted principally of accounts receivable and inventories and 
loans and accounts payable, respectively.

Summarized below are the pro forma results of operations 
from continuing operations for 1977 and 1976 (including 
amortization of goodwill and interest expense on debt incur­
red in connection with acquisition) if the acquisition of the 
Miss Erika Division had occurred at the beginning of 1976.

1977 1976
(In thousands, except 

per share amounts)
Net Sales...............................................................  $56,874 $52,723
Net Income............................................................ $ 710 $ 621
Net Income Per Share of Common Stock........  $.37 $.32

TIME INCORPORATED (DEC)

NOTES TO FINANCIAL STATEMENTS
Acquisitions— Book-of-the-Month Club, Inc., an operator of 

book clubs, was acquired on December 1, 1977. The combi­
nation was accounted for as a purchase and the financial 
results of Book-of-the-Month Club are included in the con­
solidated financial statements from December 1, 1977.

Book-of-the-Month Club was acquired for approximately 
$64,100,000 which includes $31,295,000 in cash and
1,087,100 shares of newly created Series A $1.575 Conver­
tible Preferred Stock with a liquidation value of $30 per share. 
The Series A Preferred Stock is convertible into .72 shares of 
Time Common Stock and may be converted at any time. The 
Company is required to redeem on November 30, 1982 and 
each year thereafter at $30 per share plus accrued dividends, 
5 per cent of the original number of shares of this Series. The 
excess of purchase price over net tangible assets of Book- 
of-the-Month Club of $26,369,000 is being amortized over a 
40-year period.

The Federal Trade Commission has authorized an investi­
gation of the acquisition of Book-of-the-Month Club to deter­
mine whether the effect of the proposed acquisition may be to 
lessen competition. At the request of the FTC, the Company 
has signed a “hold separate” agreement.

Below is pro forma financial information for the years 
ended December 31, 1977 and 1976 combining the consoli­
dated income statements of Time and Book-of-the-Month 
Club:

Year Ended December 31 
1977 1976

(in thousands except 
for per share amounts)

Revenues ........................................... $1,305,837 $1,100,014
Net Income.........................................  93,654 70,660
Preferred Dividend...........................  1,712 1,712
Net Income after Preferred Dividend 91,942 68,948
Net Income per share......................  4.51 3.41

STERNDENT CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 2 (in part): Acquisitions— Universal Optical Com­

pany, Inc.— In February, 1977, the Company acquired all of 
the outstanding stock of Universal Optical Company, Inc., a 
designer, manufacturer, and importer of high quality eyeglass 
frames which are distributed through wholesalers, for a cash 
purchase price of $19,250,000. The acquisition was financed 
from the proceeds of a $22,000,000 financing from two insur­
ance companies (see note 4).

The acquisition was accounted for as a purchase as of 
January 1, 1977 and the consolidated statement of opera­
tions includes the results of operations of Universal for the 
entire year. The excess of cost over the fair value of assets 
acquired of approximately $4,490,000 is being amortized on 
a straight-line basis over 40 years.

On a pro-forma basis, assuming the Universal purchase 
had occurred January 1, 1976, net sales, net loss, and prim­
ary loss per share for 1976 would have been $151,341,000, 
$4,004,000 and $2.07 respectively.

TWENTIETH CENTURY-FOX FILM CORPORATION 
(DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Acquisitions— Effective September 27, 1977, a 
subsidiary of Fox acquired all of the outstanding common 
stock of Coca-Cola Bottling Midwest Inc. (Midwest), a bottler 
engaged primarily in producing and marketing Coca-Cola 
and other soft drinks in most of Minnesota and in portions of 
North Dakota, Wisconsin, Montana and Wyoming, for an 
aggregate cost of $27,835,000. The acquisition has been 
accounted for as a purchase and the excess of the purchase 
price over the fair value of assets acquired less liabilities 
assumed of $8,147,000 is being amortized over 40 years.

The following table summarizes, on an unaudited pro 
forma basis, the revenues, net earnings and earnings per 
common share of the Company as though Midwest had been 
acquired on December 28, 1975.
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1977 1976
(in thousands except 

earnings per share data)
Revenue ............................................  $560,117 $418,504
Net Earnings.......................................  $ 53,712 $ 13,266
Earnings per common share.......... $ 6.89 $ 1.75
Earnings per share— assuming full

dilution........................................... $ 6.19 $ 1.63

As reported on the Statements of Consolidated Earnings:

Earnings per common share.......... $ 6.52 $ 1.41
Earnings per share— assuming full

dilution........................................... $ 5.86 $ 2.34

CONTINGENCIES AND COMMITMENTS

statement of Financial Accounting Standards No. 5 de­
fines a contingency as “ an existing condition, situation, or set 
of circumstances involving uncertainty as to possible gain or 
loss to an enterprise that will ultimately be resolved when one 
or more future events occur or fail to occur.” Statement No. 5, 
effective for fiscal years beginning on or after July 1, 1975, 
supersedes Accounting Research Bulletin No. 50 as the au­
thoritative pronouncement on accounting for and reporting 
loss contingencies but reaffirms the provisions of ARB No. 50 
that apply to gain contingencies and to commitments.

Table 1-11 summarizes the various contingencies and 
commitments (except leases which are summarized in Table
2-27) disclosed in the 1977 annual reports of the survey 
companies. The balance sheets of 196 survey companies 
showed a caption, without an amount, for contingencies 
and/or commitments. Examples of contingency and commit­
ment disclosures follow.

LOSS CONTINGENCIES

Litigation

BAIRD-ATOMIC, INC. (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 8: Litigation— Xonics, Inc., has continued its action 
against the Company and its directors in the United States 
District Court for the Central District of California seeking (i) 
to enjoin the defendants from making certain statements in 
connection with any opposition to a proposed exchange offer, 
(ii) a declaration that approximately 201,100 shares of the 
Company’s common stock were illegally issued in December, 
1974, and (iii) recovery of alleged actual damages of 
$20,000,000 because of purported false and misleading 
statements made in connection with a proposed exchange 
offer. Such proposed exchange offer was withdrawn in 1977. 
The claim is also made that the defendants interfered with a 
business opportunity of Xonics by making misstatements de­
signed to deter the Company’s shareholders from accepting 
the proposed exchange offer. Punitive damages in the 
amount of $1,500,000 are sought. The Company has as­
serted various counter claims alleging violations by Xonics of 
the Securities Act of 1934 and other laws and seeking dam­
ages in excess of $10,000,000.

TABLE 1-11: CONTINGENCIES AND 
COMMITMENTS

Number of Companies

Loss Contingencies

1977 1976 1975 1974

Litigation ................................
Guarantee of indebt­

edness ............................

330

128

311

140

290

164

225

140
Possible tax assessment....  
Sale of receivables with 

recourse .........................

88

65

87

69

74

68

68

65
Renegotiation of government

contracts ......................... 46 21 N/C N/C
Other— identified ................
Gain Contingencies

33 35 36 47

Operating loss carryforward 
Investment credit carry­

forward ...........................

73

41

64

51

65

45

66

43
Plaintiff litigation.................
Commitments

30 26 35 25

Dividend restrictions............. 418 437 420 428
Plant expansion..................... 109 102 93 95
Purchase agreements........... 39 60 67 62
Employment contracts..........
Additional payments in con­

nection with an

25 15 N/C N/C

acquisition ...................... 16 25 49 55
Other— identified ................ 25 20 N/C N/C

N/C —  Not Compiled.

There is also pending in the United States District Court for 
the District of Massachusetts an action brought by Baird- 
Atomic and certain of its officers and directors against 
Xonics, Inc. and certain of its present and former directors. In 
such action, a counterclaim was asserted seeking the follow­
ing relief against the Company: the cancellation of certain 
shares of stock which it is claimed are unlawfully issued to 
employees, and the enjoining of Baird-Atomic from violating 
the Securities Exchange Act of 1934.

In the opinion of counsel for the Company, Xonics does not 
have meritorious cause of action in either of the above ac­
tions.

CHAMPION INTERNATIONAL CORPORATION 
(DEC)

NOTES TO FINANCIAL STATEMENTS
Note 20: Contingencies— In April, 1974, the Federal Trade 

Commission filed a complaint against the Company and six 
other corporations alleging that respondents had established 
and maintained a system of delivered prices for southern 
pine plywood based on computation of rail freight from the 
Pacific Northwest and certain estimated weights. After a 
hearing, an Administrative Law Judge of the Federal Trade 
Commission ordered the respondents to cease and desist 
from using the practices in question. The Company and the 
other corporate defendants have appealed the decision. The 
Company also has been named as defendant, along with a
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substantial number of other corporations, in approximately 20 
private antitrust suits, 13 of which are class actions and all of 
which involve the same alleged practices challenged in the 
Federal Trade Commission proceeding. These suits, each of 
which seeks treble damages in an unspecified amount, have 
been consolidated for pre-trial purposes and five plaintiff 
classes have been certified. The Company has paid 
$2,000,000 in settlement of all claims against it in the forego­
ing actions, conditioned upon court approval and notice to the 
plaintiff classes.

In September, 1974, a misdemeanor criminal proceeding 
and a civil action under the antitrust laws and the Federal 
False Claims Act were instituted by the United States De­
partment of Justice against the Company and several other 
defendants alleging a conspiracy related to bids for United 
States Forest Service timber in the Detroit Ranger District of 
the Willamette National Forest. The Company and a number 
of other defendants were convicted in the criminal case; the 
Company was fined $50,000. The conviction and fine were 
affirmed on appeal. No specific amount of damages has been 
claimed in the civil action.

In January, 1978, a federal grand jury indicted the Com­
pany and 13 other corporations alleging violations of the 
Sherman Act by manufacturers and sellers of corrugated 
containers. The Company’s Hoerner Waldorf unit manufac­
tures and sells corrugated containers. Hoerner Waldorf Cor­
poration was originally the subject of the investigation by the 
grand jury and, by virtue of the Company’s merger with 
Hoerner Waldorf, the Company now stands in the position of 
defendant and is also subject to any fine or injunction in lieu 
of Hoerner Waldorf. 26 individual employees of these corpo­
rations were indicted, including two employees of the Hoerner 
Waldorf unit of the Company. During the five fiscal years 
ended October 31, 1976, approximately 50% of Hoerner 
Waldorf’s annual total sales were represented by corrugated 
containers, and the Company believes that these sales ac­
counted for approximately 4% of total national sales during 
the five-year period. More than 40 private civil class actions 
for treble damages have been filed, all of which have been 
consolidated, against Hoerner Waldorf and other manufac­
turers of corrugated cartons alleging violations of the Sher­
man Act in the sale of corrugated containers.

The Department of Justice has filed civil antitrust suits 
against the Company and 22 other corporations in the folding 
carton industry (one of which was Hoerner Waldorf Corpora­
tion) seeking a prohibition against future price fixing agree­
ments and damages in an unspecified total amount. The 
Company and Hoerner Waldorf have also been named de­
fendants (among other corporate defendants) in more than 
80 private antitrust suits, most of which purport to be class 
actions, all involving charges of conspiracy to fix, raise, main­
tain and stabilize the prices of folding cartons and seeking 
treble damages in unspecified amounts. Most of these suits 
have been consolidated into a single action for pre-trial pur­
poses, and a class of plaintiffs has been certified. All of the 
above actions followed a grand jury indictment of the above 
corporations for fixing prices of folding cartons, to which the 
Company and Hoerner Waldorf pleaded nolo contendere. 
During the five fiscal years ended December 31, 1976, less 
than 1% of the Company’s total annual sales were attributa­
ble to folding cartons, and from 13% to 16% of Hoerner Wal­
dorf’s annual total sales were attributable to folding cartons. It 
is believed that Hoerner Waldorf accounted for approximately 
3% to 4% and the Company accounted for approximately 1% 
of total national sales during the five year period. Although 
milk cartons were not involved in the grand jury investigation

or indictment, several of the private antitrust actions also al­
lege conspiracy in the sale of milk cartons, as to which the 
Company believes that it ranks second in domestic sales.

In December, 1976, the Company was served with a sub­
poena by a federal grand jury conducting an investigation into 
possible violations of the Sherman Act in connection with the 
pricing of paper. Numerous other manufacturers of paper 
have received similar subpoenas. It is not possible at this 
time to predict the outcome of the investigation. Approxi­
mately 14 lawsuits purporting to be class actions have been 
filed against the Company and other corporate defendants 
alleging a conspiracy in violation of the antitrust laws to fix, 
raise, maintain and stabilize the prices of fine papers and 
seeking unspecified amounts of treble damages.

During 1977, the Company was served with two sub­
poenas in connection with grand jury investigations of possi­
ble violations of the antitrust laws in the sale of multiwall 
bags, and in the pricing of sanded plywood, and with a sub­
poena in connection with a Federal Trade Commission inves­
tigation into the distribution of fine paper. The Company be­
lieves that numerous other manufacturers of multiwall bags 
and sanded plywood and distributors of fine paper have re­
ceived similar subpoenas. The Company is unable at this 
time to predict the outcome of any of these investigations.

While the result of any litigation necessarily contains an 
element of uncertainty, the Company’s management pres­
ently believes that, with respect to the above and other 
known contingent liabilities, including other lawsuits, federal 
taxes, claims and guarantees, the aggregate amount of any 
liability and costs which might result would not have a mate­
rial adverse effect on the Company’s consolidated financial 
position or operating results.

COLONIAL STORES INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10: Contingent Liabilities—Litigation—The Company 
was included as one of seventeen defendants, along with 
other members of the National Association of Food Chains, in 
an action filed on December 30, 1975, by seven Texas live­
stock producers. The action alleged violation of antitrust laws 
in the purchase and sale of meat and sought damages in 
excess of $20,000,000 against all defendants, before trebl­
ing, plus injunctive relief. In 1976 and 1977, several similar 
antitrust actions were brought against the Company and 
generally the same defendants named in the December 30, 
1975, action. During 1977, the Company settled and ob­
tained the dismissal with prejudice of the December 30, 
1975, and four additional actions. These settlements resulted 
in the payment of relatively small sums, which are reflected in 
the accompanying consolidated financial statements. Three 
remaining antitrust actions have not been settled and are 
pending against the Company. In the opinion of legal coun­
sel, the Company has good and meritorious defenses to 
these actions and, accordingly, the Company is of the opinion 
that the resulting liability, if any, and costs of defending such 
actions, will not materially affect the Company’s consolidated 
earnings or financial position.
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CUTLER-HAMMER, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 16: Contingent Liabilities—On December 29, 1976, a 
lawsuit was brought against the Company, Macrodata Corpo­
ration, and certain individuals by the PKL Companies, Inc., a 
former Macrodata shareholder. The lawsuit presents claims 
of $1,920,132 in special damages and $25,000,000 in punitive 
damages and charges a conspiracy to prevent PKL from sell­
ing its Macrodata shares and in damaging PKL by causing 
the value of Macrodata’s stock to decline in price. It is the 
belief of management and legal counsel that there is no merit 
to these claims as they relate to Cutler-Hammer, Inc. and that 
no significant impact on Cutler-Hammer’s financial position 
will result from these proceedings.

DIAMOND INTERNATIONAL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10 (in part): As disclosed in the 1976 annual report, 
the U.S. Government, as trustee, on behalf of two Indian 
tribes is suing the State of Maine for monetary damages, 
claiming that approximately two-thirds of the State of Maine 
still belongs to these tribes because the property was trans­
ferred over a century ago without proper Congressional ap­
proval. This area contains about one-half of the Company’s 
timberlands and four of its plants. The U.S. Justice Depart­
ment has stated its intention to amend the complaints to seek 
land recovery in a reduced area. On February 10, 1978, the 
Company was advised by a White House work group that it 
and the tribes had agreed (subject to Congressional ap­
proval) to a release of the tribes’ claims in exchange for 
$25,000,000 payment by the Federal government to the 
tribes. However, this payment would not release claims 
against about 480,000 acres of land owned by the Company 
(in which area are timberlands, its large Old Town plant and 
two other plants), 2,475,000 acres owned by 13 other large 
landowners, and 350,000 acres owned by the State of Maine. 
In addition, at the same time, the Company was advised that 
the tribes would not sue the Company and the 13 other land- 
owners regarding their property which was not released if 
together they contribute to the tribes 300,000 acres of timber- 
land and grant options to purchase 200,000 acres at market 
value. It was suggested that the Company’s portion would be 
a contribution of 49,000 acres and a grant of options on
33,000 acres. This proposal to contribute acreage and grant 
options is completely unacceptable to the Company, even 
though it would not have a material adverse effect on the 
Company’s consolidated financial statements.

THE GILLETTE COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Litigation—On December 30, 1975, the United States Dis­

trict Court in Boston approved a consent decree settling the 
antitrust suit brought by the United States Department of Jus­
tice following the acquisition by the Company of the major­
ity stock of Braun AG in 1967. For information relating to 
this settlement, see page 29.

Gillette is subject to additional legal proceedings and 
claims which involve both private and governmental parties

and cover a wide range of matters, including antitrust and 
trade regulation, product liability, contracts, collection, cus­
toms, tax patent and trademark matters and three purported 
class actions alleging discrimination in employment prac­
tices. In some of them, amounts claimed involve millions of 
dollars. One of these is an action by a competitor alleging 
disparagement, misleading advertising and antitrust viola­
tions in connection with a television commercial for a Gillette 
product. Management believes that it has meritorious de­
fenses to this action and that even if liability were found, it 
would be far less than the amount sought.

Management, after review, including consultation with 
counsel, considers that any ultimate liability which could arise 
from these proceedings and claims would not materially af­
fect the consolidated financial position of the Company, al­
though it could be material in relation to the earnings of any 
period in which any such determination were to occur.

HUMANA INC. (AUG)
NOTES TO FINANCIAL STATEMENTS

Note 14 (in part): Contingencies—The Company is a de­
fendant in an action in which the plaintiff alleges that the 
Company breached a contract to build a hospital. The plaintiff 
seeks compensatory damages of $4,680,000 and punitive 
damages of $10,000,000. The Company is also a defendant 
in suits involving substantial claims brought by two former 
members of the medical staff of Company hospitals as a 
result of revocation of their staff privileges. One of these suits 
was dismissed and the plaintiff filed an amended complaint. 
The Company intends to vigorously defend all these actions 
and does not believe that losses, if any, which may result 
from the resolution of these actions will materially affect the 
Company’s financial position. Should any losses be sus­
tained, earnings will be charged in the future.

JIM WALTER CORPORATION (AUG)

NOTES TO FINANCIAL STATEMENTS
Note 9: Litigation and Other Matters— In December 1973, 

a federal grand jury in Pittsburgh indicted The Celotex Corpo­
ration and five other gypsum companies and ten individuals 
of those companies, on charges of conspiring to violate the 
anti-trust laws in the sale of gypsum products. After convic­
tion on July 15, 1975, Celotex appealed its conviction to the 
United States Court of Appeals for the Third Judicial Circuit. 
The conviction of Celotex was reversed on January 6, 1977 
and the case remanded for a new trial. The United States 
Supreme Court, on October 3, 1977, agreed to hear argu­
ments regarding the decision reversing and remanding the 
conviction.

The South Coast Corporation is co-defendent in five civil 
suits alleging violations of Section 1 of the Sherman Act and 
seeking relief pursuant to Section 16 of the Clayton Act for 
unspecified amounts in damages relating to the sale of re­
fined sugar products. All cases involving South Coast have 
been transferred to the United States District Court for the 
Northern District of California for consolidation in discovery 
proceedings of previously transferred and consolidated class 
actions. However, in four cases involving South Coast, class 
certification has been denied. While it is not possible to de­
termine the outcome of such litigation at this time, the suits 
will be defended vigorously and management is of the opin­
ion that South Coast has meritorious defenses.
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Various pollution suits have been brought against the 
Company and/or certain of its subsidiaries and numerous 
other defendants: generally these suits request abatement of 
alleged pollution and certain of the suits request damages.

In August 1974, the Federal Trade Commission filed a 
complaint alleging the 1972 acquisition of Panacon Corpora­
tion by Celotex violated Section 7 of the Clayton Act and 
requested divestiture of all Panacon operations. The Com­
pany has instituted vigorous defense in opposition to this 
action. A hearing before an Administrative Law Judge of the 
Federal Trade Commission was concluded January 2 1 , 1976 
and the Judge on May 6, 1976 filed an Initial Decision and 
Order finding the acquisition of Panacon in violation of Sec­
tion 7 of the Clayton Act and ordering divestiture of all of the 
assets of the former Philip Carey Division of Panacon (assets 
used or associated with the production of asphalt or tar roof­
ing products) and imposing a ten year restriction against the 
acquisition of similar assets. The Company has appealed this 
decision to the Federal Trade Commission.

On March 31, 1977, Alabama Power Company (Alabama 
Power) filed two complaints in the Circuit Court of Jefferson 
County, Alabama against Jim Walter Corporation and two of 
its wholly-owned subsidiaries, Jim Walter Resources, Inc. 
and United States Pipe and Foundry Company, (collectively 
referred to hereinafter as the “Company”). The suits involve 
the contracts for the sale of coal to Alabama Power from Blue 
Creek Mines Nos. 3 and 4.

Alabama Power alleges that the Company claimed that 
conditions of force majeure existed and that performance of 
these contracts was commercially impracticable. Alabama 
Power also alleges that this was a wrongful assertion which 
constitutes repudiation of such contracts, which forces it to 
attempt to cover its coal requirements from other sources at 
higher prices. It further alleges, as to the contract relating to 
Blue Creek Mine No. 3, that a portion of the coal has been 
and is being sold to others in violation of the contract.

Alabama Power seeks the following relief. In both com­
plaints it contends that coal in the quantity, of the quality, and 
at the price specified in the contract is unique and that the 
Company should be required to specifically comply wtih the 
contracts by mining, selling, and deliverying the coal as pro­
vided in the contracts. In the complaint relating to Mine No. 3, 
Alabama Power also seeks an injunction to prevent the sale 
of coal by the Company to other persons, or other use 
thereof, unless the contract quantities are first delivered to 
Alabama Power to the extent possible. Alternatively, in the 
complaint relating to Mine No. 3, Alabama Power claims that 
the Company has breached and repudiated the contract, re­
sulting in alleged damages which are “anticipated as being 
within the range of $131,000,000 to $196,500,000 and 
higher,” plus interest, costs and expenses. Also alternatively 
in the complaint relating to Mine No. 4, Alabama Power 
claims damages for the alleged breach of the contract which 
are “anticipated as being within the range of $190,000,000 to 
$380,000,000 and higher,” plus interest, costs and ex­
penses. In both complaints Alabama Power further seeks an 
interpretation of certain provisions of Alabama law as they 
relate to the rights of the parties.

Management contends, and its counsel is of the opinion 
that, because of radical changes in the underlying assump­
tions of the contracts, the Company has meritorious defenses 
to the complaints and that the Company’s position is legally 
sound and specifically recognized by Alabama law.

In the opinion of management, the ultimate outcome of the 
above pending proceedings will not have a materially ad­
verse effect on the consolidated financial position of the 
Company or on its future results of operations.

JOHNSON & JOHNSON (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11: Pending Legal Proceedings—The Company is 
involved in numerous product liability cases in the United 
States, a large majority of which concern contraceptive pro­
ducts. The Company cannot predict what liability may be 
imposed on it in connection with such suits. It believes the 
liability, if any, resulting from such suits will be substantially 
covered by insurance and that any uninsured liability result­
ing from such cases will not have a materially adverse effect 
on its operations or financial position.

In March, 1976, the Federal Trade Commission served a 
comprehensive subpoena on the Company in connection 
with an investigation by the Commission into the Company’s 
surgical dressings, sutures and first-aid products businesses. 
It is not possible at this time to predict the eventual outcome 
of this investigation. However, the Company is confident of 
the propriety of the conduct of its business.

Ethicon, Inc., a subsidiary of Johnson & Johnson, is in­
volved in a series of related patent suits brought in the United 
States, Canada, the United Kingdom, Germany and France, 
charging infringement by Ethicon of patents covering a syn­
thetic absorbable suture. These proceedings are still in prog­
ress and the Company cannot, as yet, assess their probable 
outcome. However, the Company believes that the suits will 
not have a materially adverse effect on its operations or fi­
nancial position.

In addition, the Company is involved in a number of patent, 
trademark, private antitrust and other lawsuits incidental to its 
business. The Company believes that such proceedings in 
the aggregate will not have a materially adverse effect on its 
operations or financial position.

MAREMONT CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11 (in part): Litigation and Contingent Liabilities— In 
July, 1977, the Company entered into a purchase agreement 
to acquire approximately 11.5% of the outstanding common 
stock of Pemcor, Inc. at $13 per share. Pemcor a Chicago- 
based company listed on the American Stock Exchange, 
manufactures and sells stereo speakers for home and auto 
use, including Jensen brand high-fidelity speaker systems. 
Pemcor is also engaged in the wholesale distribution of elec­
trical components and equipment for commercial, industrial 
and residential use.

Subsequently, the Company advised Pemcor’s Board of 
Directors of the Company’s intention to make an offer to 
purchase the balance of Pemcor’s common stock at $16.75 
per share. Pemcor filed a lawsuit seeking to block the Com­
pany’s proposed tender offer and demanding damages of 
$30,000,000, alleging, among other claims, the Company’s 
violation of its 1971 Consent Order with the Federal Trade
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Commission. Later, the shareholders who agreed to sell their 
shares of Pemcor to the Company also filed suit seeking 
rescission of the agreement and damages, alleging the 
applicability of the Consent Order and other grounds. The 
Company has filed an answer denying the allegations in the 
Pemcor suit. The Company, based on its review of the matter 
with outside counsel, believes that the likelihood of any sub­
stantial adverse monetary judgment against the Company 
and in favor of Pemcor is remote.

In September, the Company applied to the Federal Trade 
Commission for a determination that the Consent Order is not 
applicable to the proposed acquisition of Pemcor stock. In the 
alternative, the Company requested the Federal Trade 
Commission’s approval of the acquisition. A decision by the 
Commission on the Company’s application is expected in the 
near future.

PPG INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 10: Litigation—There are a number of lawsuits and 

claims pending against the Company, some of which seek 
substantial money damages. The lawsuits include those 
brought against PPG and numerous other manufacturers of 
polyurethane foam products. These suits, in general, allege 
that polyurethane foam presents a fire hazard, the existence 
of which was concealed by various of the defendants. The 
claims against PPG include one made by Caribe Isoprene 
Corporation as a consequence of the alleged failure to Puerto 
Rico Olefins Company (a 50% owned joint venture with 
Commonwealth Oil Refining Company) to supply certain 
feedstocks under the terms of a 15-year contract. Manage­
ment believes that the outcome of such lawsuits and claims 
will not have a material effect on PPG’s consolidated financial 
position or results of operations.

Guarantee of Indebtedness of Others

BORG-WARNER CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Contingent liabilities— Borg-Warner Corporation has 

guaranteed $94.3 million of receivables sold to its financial 
services companies at December 31, 1977 and $97.8 million 
at December 31, 1976.

The company has also guaranteed borrowings of $58.2 
million of its financial services companies and $26.8 million of 
other unconsolidated subsidiaries and affiliates at December
3 1 , 1977. These guarantees are $69 million and $17.8 million 
respectively at December 31, 1976.

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.

INTERNATIONAL HARVESTER COMPANY (OCT)

NOTES TO FINANCIAL STATEMENTS
Note 15: Commitments and Contingent Liabilities—At Oc­

tober 31, 1977, commitments on appropriations for capital 
expenditures in progress were approximately $99 million.

The Company was a guarantor of debt at October 3 1 , 1977 
of nonconsolidated companies and distributors in the amount 
of $39 million. In addition, certain subsidiaries were contin­
gently liable for approximately $90 million primarily for notes 
receivable discounted and bills of exchange.

The Company remains contingently liable on certain obli­
gations assumed by the purchase of Wisconsin Steel Divi­
sion. These obligations include approximately $45 million in 
connection with joint ventures, $5 million for pollution-control 
facilities financing and an undetermined portion of unfunded 
vested pension benefits. The unfunded vested pension be­
nefits liability for participants under the plans covered by this 
contingent liability was approximately $66 million as of 
January 1, 1977. If the purchaser is unable to provide be­
nefits due under the various pension plans, the Company 
would not be required to make any payments for vested be­
nefits until after the trust assets have been exhausted, the 
purchaser has made any required payments and the Federal 
Pension Benefit Guaranty Corporation has made all pay­
ments required by law. If the Company is not required to 
make any payments on such vested pension benefits by July 
31, 1982, its commitments provide that a substantial portion 
of any remaining contingent liability shall terminate on that 
date.

INTERNATIONAL TELEPHONE AND TELEGRAPH 
CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Commitments and Contingencies (in part)—The Corpora­

tion and its subsidiaries consolidated have guaranteed the 
borrowings of others of approximately $201,000,000 (includ­
ing $96,000,000 relating to finance subsidiaries) at De­
cember 3 1 , 1977, and are contingently liable for receiveables 
discounted of approximately $825,000,000 (including 
$365,000,000 of receivables reflected in the statements of 
insurance and finance subsidiaries) arising principally from 
sales of telecommunication equipment to public administra­
tions. The Corporation and its subsidiaries are also involved 
in lawsuits, including various class actions. The ultimate liabil­
ity with respect to lawsuits, guarantees, taxes, claims, etc., is 
not considered to be material in relation to the financial posi­
tion of the Corporation and its subsidiaries consolidated.

THE MEAD CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note M (in part): Commitments and Contingent Liabilities
Guarantees—The company has guaranteed borrowings of 

certain of its foreign operations totaling approximately 
$4,400,000 at December 31, 1977.

ROHM AND HAAS COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2 (in part): Investments— In September 1977 the 
company and the other 50%-owner of Carodel, Teijin Limited, 
agreed that each will contribute its existing $5,000,000 sub­
ordinated loan to the equity of Carodel. Teijin will have no 
further obligation to provide additional funds required to fi­
nance Carodel’s operations. Rohm and Haas will become
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sole guarantor of any outstanding bank loans by December 
3 1 , 1980. At December 3 1 , 1977, bank loans to Carodel were 
a $53,000,000 long-term loan repayable in equal quarterly 
installments beginning in 1978 and ending in 1982, and a 
$6,600,000 short-term working-capital loan. Rohm and Haas 
has guaranteed $29,800,000 of these loans.

Federal taxes, Federal regulations including those relating to 
allocations and pricing of crude oil and products, claims, 
guarantees, etc., the aggregate amount of such liability is not 
anticipated to be materially important in relation to the con­
solidated financial position of the Company and its sub­
sidiaries.

TEXACO INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 12: Contingent Liabilities—The Company and its 
subsidiary companies were contingently liable in the amount 
of $41,000,000 as guarantors on loans outstanding, princi­
pally of certain associated companies. Also, under long-term 
agreements with certain pipe line companies in which capital 
stock interests are held, the Company and certain of its sub­
sidiary companies guarantee specified revenue from product 
shipments through the pipe lines and, in the event such com­
panies are unable to meet debt obligations, funds may be 
advanced against future transportation charges. Further­
more, a subsidiary company has an agreement with a refin­
ing company, in which it has a capital stock interest, to pro­
cess crude oil or in lieu thereof to advance funds sufficient to 
enable the refining company to meet its debt obligations. 
Another subsidiary company has agreed to advance to a 
partnership, in which it has a partnership interest, funds, if 
required, to complete a fluid catalytic cracking unit and upon 
completion to process petroleum products through the unit or 
in lieu thereof to advance funds sufficient to enable the 
partnership to meet its debt obligations. No loss is anticipated 
by reason of such obligations.

At December 31, 1977, the states of Arizona, California, 
Connecticut, Florida, Kansas, Oregon, and Washington had 
suits pending against Texaco and several other petroleum 
companies alleging, among other things, that the defendants 
combined and conspired to restrain trade in the exploration, 
production, transportation, and sale of crude oil and the refin­
ing, distribution, and marketing of petroleum products in vio­
lation of the antitrust laws of the United States. Also, the 
Federal Trade Commission has issued a formal complaint 
against Texaco and seven other companies alleging violation 
of Section 5 of the Federal Trade Commission Act by main­
taining a “noncompetitive market structure” in the refining of 
crude oil into petroleum products. These suits seek divesti­
ture of certain of Texaco’s operations, while the state suits 
also seek treble damages in unspecified amounts. The Com­
pany has denied all such allegations, and is vigorously de­
fending against these actions.

On January 25, 1978, the Department of Energy served a 
Notice of Probable Violation alleging that the Company vio­
lated Federal regulations in calculating the proportions of 
new, old, and stripper oil it produced on properties in Texas, 
Oklahoma, Colorado, Louisiana, and California from Sep­
tember 1, 1973 through December 31, 1976. The Depart­
ment of Energy seeks rebates of the alleged overcharges 
which total $363,200,000 over the period. The Company has 
denied such allegations and is vigorously contesting the De­
partment of Energy’s assertions that its crude oil pricing regu­
lations were improperly applied by the Company.

In the opinion of the Company’s General Counsel, while it 
is impossible to ascertain the ultimate legal and financial lia­
bility with respect to contingent liabilities, including lawsuits,

Guarantees Other Than Of Indebtedness

ACME-CLEVELAND CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note I: Contingencies— Under the provisions of certain 
sales contracts with several major foreign customers, the 
Corporation is required to guarantee compliance with con­
tract provisions by obtaining letters of credit. Outstanding let­
ters of credit under such contracts approximated $1,412,000 
at September 3 0 , 1977. The Corporation expects to continue 
to comply with all contract provisions, and no material losses 
are anticipated under these guarantees.

THE BENDIX CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Commitments and Contingencies (in part)—Certain prop­
erties and equipment are leased under long-term noncancel­
lable agreements for varying periods (generally from 1 to 30 
years) and are renewable in many instances. The minimum 
annual lease commitments for such properties and equip­
ment are not considered to be material in relation to the con­
solidated financial statements. Also, the present value of 
minimum lease commitments of noncapitalized financing 
leases (as defined by the SEC) and the impact on net income 
are not material.

In connection with the April 1, 1976 divestiture of Facet 
Enterprises, Inc. (Facet), the Corporation has guaranteed 
certain pension benefits and insurance premium payments. 
The guarantees are generally limited to present and former 
employees of the divested units who had vested pension 
rights as of April 1, 1976 and who are now covered under 
Facet’s plans. As of the latest date of determination prior to 
the divestiture, the actuarially computed present value of the 
guaranteed pension benefits in excess of related Facet fund 
assets at market and the guaranteed insurance premiums 
was approximately $51 million, as reported in the Corpora­
tion’s fiscal 1976 Annual Report. Although complete informa­
tion necessary to update the prior actuarial determination is 
not available to the Corporation, the actuarially computed 
present value at September 30, 1977 should not exceed the 
amount previously reported.

Any payments by the Corporation under the guarantee with 
respect to pensions would be reduced to the extent payments 
may be made under the insurance provisions of the 
Employee Retirement Income Security Act of 1974. By an 
indemnification agreement, dated February 16, 1976, Facet 
agreed to reimburse the Corporation for any payments made 
and expenses incurred in connection with such guarantees. 
Recently, Facet stated that the indemnification agreement is 
invalid. It is the opinion of officials of the Corporation, on the
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basis of information furnished by counsel, that the indemnifi­
cation agreement is a valid contract enforceable by the Cor­
poration against Facet.

THE UNITED STATES SHOE CORPORATION (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7 (in part): Contingencies— The company has 
guaranteed and is, therefore, contingently liable under leases 
of facilities, expiring between 1978 and 1994, that are oper­
ated by certain customers. Minimum annual rentals guaran­
teed under such leases range from $3,444,000 for fiscal 1978 
to $2,989,000 in 1982 and aggregate $33,592,000.

Proposed Tax Assessments

FAIRCHILD INDUSTRIES, INC. (DEC)
NOTES TO FINANCIAL STATEMENTS

Note 11: Contingent Liabilities—The Internal Revenue 
Service is conducting its normal examination of the Corpora­
tion’s federal income tax returns for the years 1973 through
1975. In addition, the Internal Revenue Service, through its 
intelligence and audit divisions, is conducting investigations 
of the Corporation’s income tax returns for the years 1965 
through 1975. These investigations relate generally to the 
deductibility of certain costs associated with foreign sales as 
well as to other income and expense items.

With regard to the years 1965 through 1972, the Internal 
Revenue Service had proposed certain adjustments. The 
Corporation has entered into a Closing Agreement with the 
Service concerning some of the proposed adjustments and 
had reached an informal understanding with the Service 
with regard to many of the other proposed adjustments. On 
December 29, 1977, as a result of the Corporation’s unwil­
lingness to extend further the time within which the Service 
may assess additional tax, the Internal Revenue Service is­
sued a Statutory Notice of Deficiency including civil fraud 
penalties for the above years. The Corporation intends to 
contest the Statutory Notice of Deficiency.

The Internal Revenue Service may propose adjustments 
and penalties with regard to the years 1973 through 1975. 
The Corporation has filed suit in the U.S. Court of Claims for 
a refund of a portion of the federal income taxes paid for the 
years 1965 through 1967 and 1969 through 1972.

Amounts to cover the Corporation’s evaluation of its ulti­
mate tax liability for the above years have been provided and 
are included in Current Liabilities. While the Corporation can­
not predict what actions may be taken upon completion of the 
above examinations and investigations, it is the Corporation’s 
position that no fraudulent tax returns have been filed and 
that the amounts provided for income tax liabilities are 
adequate.

Renegotiation refunds have been settled or clearances re­
ceived through 1966. With respect to 1967, the Renegotiation 
Board (Statutory Board) issued its Final Determination in 
February 1977 that the Corporation realized excessive profits 
subject to renegotiation for that year of $2,400,000 which 
would be reduced by applicable state and federal income tax 
credits. The Corporation is of the opinion that no excessive 
profits were realized in 1967 and is contesting the Determina­
tion in the United States Court of Claims.

The Statutory Board also has issued a Final Determination 
that the Corporation did not realize excessive profits in 1968. 
With respect to the years 1969 through 1971, the Eastern 
Regional Renegotiation Board has for warded to the Statutory 
Board its conclusions that the Corporation did not realize 
excessive profits in those years. The Corporation believes 
that no excessive profits were realized in 1972 and sub­
sequent years to September 30, 1976, at which time the 
Renegotiation Act expired, or since October 1, 1976 under 
the Vinson-Trammell Act, which came into effect on the expi­
ration of the Renegotiation Act.

HEWLETT-PACKARD COMPANY (OCT)

NOTES TO THE FINANCIAL STATEMENTS
Note 3 (in part): Taxes on income— In 1976, the United 

States Internal Revenue Service (the “ Service”) completed 
an examination of the Company’s federal income tax returns 
for the two years ended October 31, 1973. The Company 
agreed to adjustments which resulted in additional income 
and related United States federal income taxes which were 
reported in 1976 (see note 6) With respect to other adjust­
ments, additional United States federal income taxes of ap­
proximately $16 million (exclusive of interest) have been 
proposed to which the Company has not agreed. Of such 
amount, $8.5 million relates to the earnings of the Company’s 
Domestic International Sales Corporation (DISC). The Ser­
vice has contended that certain costs and expenses should 
have been allocated to DISC, the effect of which would be to 
lower its tax deferred income and increase the taxable in­
come of the Company. Since DISC’S inception in 1972, the 
Company has provided for all related deferred taxes. Con­
sequently, such additional proposed taxes of $8.5 million and 
any additional taxes relating to DISC which may be proposed 
in future years have been fully accrued in prior years. The 
proposed adjustment relates only when the taxes are pay­
able.

The remaining $7.5 million of the $16 million of adjust­
ments proposed by the Service relates principally to the earn­
ings of the Company’s subsidiaries in Singapore and 
Malaysia, which are substantially tax free under pioneer 
status acts of these countries. The Service has challenged 
the Company’s method of accounting for the earnings of 
these two subsidiaries in fiscal 1972 and 1973 and has as­
serted that substantially all of such earnings should have 
been reported as taxable earnings of the parent company. 
The Company believes that the earnings of these subsidiares 
in 1972 and 1973 are properly attributable to them, and not to 
the parent company, and has continued to report such earn­
ings on substantially the same basis for all subsequent 
periods.

The Company has protested the proposed adjustments 
and the protest is currently being considered by the Service. 
After review of the matter with counsel, the Company be­
lieves it is unlikely the Service will be able to maintain suc­
cessfully its current position that substantially all of the earn­
ings of the subsidiaries should have been attributed to the 
parent company. Because of the preliminary nature of the 
case, the Company is unable to estimate the amount of addi­
tional taxes it might incur upon a final determination of this 
matter or when any such determination might occur. If the 
issues cannot be resolved to the Company’s satisfaction, the 
Company intends to contest the proposed adjustments in the 
courts.
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The Service is currently examining the Company’s federal 
income tax returns for the two years ended October 3 1 , 1975. 
Federal income tax returns for years subsequent to October 
31, 1975 are also subject to examination by the Service. In 
1974, 1975, 1976 and 1977 the Company’s subsidiaries in 
Singapore and Malaysia reported tax free earnings of $22.4 
million, $21.9 million, $15.6 million and $21.3 million, respec­
tively. The Company expects that, upon examination, the 
Service will similarly propose reallocation of a substantial por­
tion of such earnings to the parent company in the United 
States, in which case the Company would likewise protest 
any significant proposed tax adjustments. The Company is 
unable to estimate what additional liabilities it may incur for 
years subsequent to 1973. The tax liability as finally deter­
mined for 1972 and 1973 will not necessarily be determina­
tive for the tax liability for any subsequent years.

The Company believes that the outcome of these matters 
will not have a material adverse effect on the Company’s 
operations or financial position even if the Service were to 
prevail in its position with respect to fiscal 1972 and 1973 and 
even if all of the earnings of the Singapore and Malaysia 
subsidiaries from 1974 to 1977 were reallocated to the parent 
company. Should final determination of these matters occur 
in any one year, however, the amount of such determination 
could result in a material charge to that year’s reported net 
earnings.

The Corporation believes the Agent’s position on this issue is 
without merit and, accordingly, has not made any provision in 
the accounts. If decided against the Corporation, this issue 
would result in additional taxes of approximately $975,000 for 
the two years in question.

In the opinion of management, there is adequate provision 
for all other income tax liabilities.

SEARS INDUSTRIES INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 7 (in part): Income Taxes—The Internal Revenue 

Service (IRS) has completed its audit of the Corporation’s 
returns for 1971 and 1972 and advised the Corporation that 
additional income taxes of approximately $2,500,000 were 
due for those years, representing principally timing differ­
ences. The Corporation contested a substantial portion of the 
asserted deficiencies before the Appellate Division of the IRS 
and has petitioned for a redetermination of the deficiencies 
before the United States tax court. In the opinion of manage­
ment, the final additional tax will be substantially less than the 
amounts proposed. In the fourth quarter of 1977, the Corpo­
ration provided, in discontinued operations, approximately 
$597,000, representing, in management’s opinion, the addi­
tional amount required (including interest) to satisfy the final 
additional net tax assessed.

KING OPTICAL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note G (in part): Income Taxes—The Internal Revenue 
Service has examined the income tax returns of the Com­
pany and its subsidiaries for the years 1972 through 1975 
and has proposed certain tax deficiencies relating to those 
years. In addition, the Company’s franchise tax returns for 
the years 1974 through 1976 have recently been examined 
by the Comptroller of Public Accounts of the State of Texas, 
and certain deficiencies have also been proposed in connec­
tion with this examination. The Company is contesting both of 
these proposed deficiencies and estimates that the maximum 
potential exposure from both matters approximates $200,000 
in excess of amounts previously provided.

OHIO FERRO-ALLOYS CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Internal Revenue Service Examination—The Corporation’s 

income tax returns for the years 1974 and 1975 are under 
examination by the Internal Revenue Service and the Rev­
enue Agent has indicated he will propose adjustments, which 
could result in additional taxes for these years.

Among other issues, the Agent is questioning certain de­
preciation practices of the Corporation and the date when 
certain assets were placed in service. If the Agent’s position 
prevails, these adjustments will not have a material effect on 
income since they related principally to timing differences 
between financial and tax accounting.

The Agent is also questioning whether the Corporation’s 
pollution control facilities qualify for investment tax credit, and 
is in the process of requesting technical advice from the Na­
tional Office of the Internal Revenue Service on this issue.

Receivables Sold With Recourse

THE BENDIX CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Commitments and Contingencies (in part)—There are var­
ious suits pending against the Corporation and its consoli­
dated subsidiaries, some of which are for substantial 
amounts. It is the opinion of officials of the Corporation, on 
the basis of information furnished by counsel, that the ultimate 
liability, if any, resulting from such suits will not materially 
affect the consolidated financial position or results of opera­
tions of the Corporation and consolidated subsidiaries.

Certain subsidiaries outside the U.S. and Canada have 
agreements with local banks to sell their receivables with 
recourse. The agreements provide for repurchase of receiv­
ables from the bank in the event of a customer’s default. 
Losses resulting from the customer’s defaults have not been 
significant and future losses are not expected to have a mate­
rial adverse effect on the consolidated financial statements.

As is customary in the mobile home and recreational vehi­
cle industry, Bendix Home Systems, Inc., a wholly-owned 
subsidiary of the Corporation, is a party to repurchase ag­
reements with financing institutions which have provided 
floor-plan financing to its dealers. The agreements provide 
for repurchase of products from the financing institution for 
the balance due it in the event of repossessions upon a 
dealer’s default. The risk of loss under the repurchase ag­
reements is spread over numerous dealers and is further 
reduced by the resale value of the units repurchased. Losses 
experienced under these agreements have not been signific­
ant; further, officials of the Corporation do not expect future 
losses will have a material adverse effect on the consolidated 
financial statements.
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BLISS & LAUGHLIN INDUSTRIES INCORPORATED 
(DEC)

FINANCIAL REVIEW
Commitments and Contingent Liabilities—At December 

31, 1977 the Company was contingently liable on a note 
receivable of the Company which 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, 
1977 balance being $3,039,000.

Renegotiation

THE BOEING COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11: Contingent Liabilities—Substantially all of the 
Company’s contracts with the U. S. Government are subject 
to renegotiation under The Renegotiation Act of 1951 or the 
excess profits provisions of The Vinson Act of 1934. Re­
negotiation Board proceedings for all years through 1971 
have been concluded. The Company does not know and 
cannot predict what the Board’s actions will be for 1972 and 
subsequent years. The provisions of The Vinson Act apply 
only to contracts entered into subsequent to the expiration of 
The Renegotiation Act as of September 30, 1976. The Vin­
son Act provisions are currently under review by the Internal 
Revenue Service and the continuation of renegotiation is 
under consideration by the Congress. In view of these uncer­
tainties, and the belief of the Company that no excessive 
profits were realized, no provision for renegotiation or excess 
profits refunds have been made for the years 1972 through
1977.

The Company is engaged in various legal proceedings 
which in some instances involve claims for substantial 
amounts. Most of these claims are covered by insurance, and 
the Company does not anticipate that the amounts, if any, 
which may be required to be paid by the Company will be 
material.

PALL CORPORATION (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11 (in part): Contingencies and Commitments—The 
Company and certain subsidiaries are subject to renegotia­
tion of government contracts and subcontracts performed. 
With respect to all periods up to July 3 1 , 1974, the Renegotia­
tion Board has stated its intention not to take any action in the 
absence of unusual circumstances or subsequent indications 
of excess profit. Renegotiation proceedings have been com­
menced against three of the Company’s subsidiaries for the 
fiscal year ended July 3 1 , 1975. No provision has been made 
for this contingency since no precedent is available. In the 
opinion of management, these proceedings will not have a 
material effect on the financial position or results of opera­
tions of the Company

Compliance With Environmental Standards

MEDUSA CORPORATION (DEC)

FINANCIAL REIVEW
Contingencies (in part)— In 1976 the Department of Envi­

ronment Resources of the Commonwealth of Pennsylvania 
filed complaints against the Company alleging emissions in 
excess of air quality standards. Federal authorities filed a 
similar notice of violations in September 1977 and filed notice 
of violations at Medusa’s other Pennsylvania cement plant in 
January 1978. The Company believes it has substantial de­
fenses to such complaints, and that the outcome of these 
matters will not have a material adverse effect on Medusa’s 
consolidated financial position.

REPUBLIC STEEL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note I (in part): Environmental, Health and Safety 
Factors— Many environmental quality control regulations and 
standards are in a developmental stage or are undergoing 
continuing review and modification by environmental au­
thorities, a situation which is expected to continue into the 
foreseeable future. Therefore, the full impact on the Corpora­
tion of such standards and regulations and related adminis­
trative and judicial proceedings (including the total cost of 
compliance) cannot be ascertained at this time. In the opinion 
of management, compliance with environmental laws, regula­
tions, standards or policies will require substantial additional 
capital expenditures in the near future and increased annual 
operating expenses. Further, the Corporation is not able to 
predict at this time whether the permits and variances which it 
has applied for will be granted on the terms requested, the 
possible impact upon its operation of the failure to secure any 
of such permits or variances or whether enforcement action, 
if taken, would result in a curtailment or interruption of the 
Corporation’s operations at any of its plant locations.

UNITED STATES STEEL CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 15: Contingencies— Many uncertainties exist con­

cerning the capital requirements of and operating costs as­
sociated with the implementation of environmental and simi­
lar laws. These government-imposed requirements stem 
from various legislative enactments including the Water Pol­
lution Control Act, the Clean Air Act, the Resource Conserva­
tion and Recovery Act, the Toxic Substances Control Act, the 
Occupational Safety and Health Act, the Coal Mine Health 
and Safety Act, and the Surface Mining Reclamation and 
Enforcement Act. In some instances, regulations have not 
been issued, performance standards have not been estab­
lished, and equipment requirements have not been defined. 
In other instances, the laws have been amended to the extent 
that facilities which have been installed to comply with then- 
existing law may require further investment. In still other 
areas, administrative or judicial proceedings are pending to 
clarify or establish the extent and type of facilities or facility 
modifications required for compliance.
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Very substantial progress has been made already to com­
ply with environmental regulations. In the past five years, 
U.S. Steel has spent $410 million for environmental facilities 
and at year-end, new projects are under various stages of 
construction which will require expenditures presently esti­
mated at $250 million for completion. Expenditures are pre­
sently estimated to average $200 million for 1978 and 1979. 
Assuming approval by various governmental agencies, new 
projects planned for authorization in 1978 will exceed $200 
million. Capital expenditures needed to meet the require­
ments of these laws and their implementing regulations, and 
the periods of time within which the required facilities can be 
placed in operation, depend upon resolution of the uncertain­
ties referred to above as well as economic factors affecting 
particular facilities or processes to which the environmental 
requirements apply. The level of authorizations presently 
planned for 1978 may represent the average level of authori­
zations over the next five years for projects which the Corpo­
ration believes it will undertake; however, future events could 
cause the level of authorizations for this period to be higher.

Proposed government recognition in the tax laws allowing 
for accelerated recovery of these expenditures would mate­
rially aid in generating the necessary capital funds for these 
projects. Otherwise, the substantial sums which will be re­
quired for these non-income generating expenditures may 
well restrict the ability of the Corporation to continue to mod­
ernize and expand its facilities. The economics of such in­
vestment may, at the time they are to be made, dictate that 
certain facilities be abandoned instead of modified to comply 
with the requirements. To preclude a negative impact upon 
the Corporation’s earnings in future years, the costs as­
sociated with compliance with all these regulations will have 
to be recovered through cost-covering price increases, mar­
ket conditions permitting.

The outcome of pending and potential administrative and 
judicial proceedings, as well as future legislative and regula­
tory changes, in the area of environmental control will be 
significant factors in determining the specific amount of ex­
penditures required for this purpose and the periods of time 
for achieving environmental goals. During 1977, the Federal 
Environmental Protection Agency adopted policies for the 
assessment of substantial civil penalties for noncompliance 
with environmental requirements under specified c ir­
cumstances. It is not possible at this time to estimate the 
specific amount of such penalties that might be assessed 
against U.S. Steel or the outcome of any pending or future 
proceeding in which penalties are sought. However, it is not 
anticipated that the outcome of such proceedings should re­
sult in a material adverse effect upon the consolidated net 
worth of U. S. Steel.

Unassorted Claim

NATIONAL DISTILLERS AND CHEMICAL 
CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

(Dollar amounts in thousands except for per share data)

Note 15: 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. The ultimate liability, if any, which might arise from 
settlement of these claims would not, in the opinion of the 
Company’s management, have a materially adverse effect 
on the Company’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 applicable regulations of the 
U.S. Department of Energy (formerly the Federal Energy 
Administration). However, the bringing by the U.S. Depart­
ment of Energy of claims under such regulations against an­
other producer (in pending contested proceedings) that over­
charges were made during such period and the seeking of 
refunds to customers and possibly statutory penalties raise 
the possibility 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 successful; however, if it were, the Company esti­
mates that the maximum amount of its liability for the years 
1973 and 1974 would be approximately $20,000 before tax 
recovery.

Strike

WHEELING-PITTSBURGH STEEL CORPORATION 
(DEC)

NOTES TO FINANCIAL STATEMENTS
Note G (in part): Commitments and Contingencies—On 

December 6, 1977, coal mines owned in whole or in part by 
the Corporation discontinued operations due to the United 
Mine Workers of America strike, which has not yet been set­
tled.

Although the Corporation’s steel-mining operations have 
not been curtailed as of this date due to the strike, the strike 
has adversely affected profits and will continue to have an 
adverse effect. Management believes there are adequate 
coal and coke supplies to maintain steel-making operations 
through mid-March, 1978.

Utility companies supplying electricity to the Corporation 
have indicated that they may curtail electricity supplied 
and/or increase the price of electricity if their coal supplies 
continue to liquidate. An extended period of curtailment 
and/or increased electricity cost would adversely affect the 
Corporation’s operations, employment and profitability.

Quantity Purchase Discount Agreement

BEEHIVE INTERNATIONAL (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note D (in part): Commitments and Contingent 
Liabilities—At September 30, 1976 and 1977, the Company 
was contingently liable for possible price increases under 
quantity purchase discount agreements which provide for 
item price increases, applied retroactively, in the event the 
Company purchases fewer items under such agreements 
than originally estimated. A material decrease in the volume 
of the Company’s sales and production could cause price 
increase adjustments under such agreements, which could 
have a materially adverse effect upon the Company.
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Antitrust Investigation

HALLIBURTON COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 10: Contingency—A federal grand jury antitrust in­

vestigation of certain pricing and marketing practices in the 
marine pipeline and marine structures industry is being con­
ducted. Brown & Root, Inc., the Company’s subsidiary in the 
marine construction industry, was requested to produce 
documents with respect to Western Hemisphere operations 
for the period January 1 ,  1968 to December 1 ,  1976. In addi­
tion, certain present and former employees of Brown & Root 
received subpoenas to testify and to produce certain records 
relating to their involvement in such industry, and some of the 
subpoenas requested documents on a world-wide basis. The 
full scope of the investigation is not clear, but charges against 
Brown & Root could result. Under antitrust laws, parties alleg­
ing damages from violations of such laws could seek in civil 
suits recoveries equal to three times the amount, if any, by 
which prices actually charged exceed competitive prices. The 
Company cannot predict when the investigation will be com­
pleted or predict what civil suits or related damages, if any, 
might result. From January 1, 1968 to September 30, 1976, 
approximately $130 million, or about 7½% of total consoli­
dated operating income before taxes, was derived from the 
Western Hemisphere marine pipeline and marine structures 
activities of Brown & Root.

GAIN CONTINGENCIES

Operating Loss or Investment 
Credit Carryforwards

BAYUK CIGARS INCORPORATED (DEC)

NOTES TO THE CONSOLIDATED FINANCIAL STATE­
MENTS

($000 omitted from dollar amounts)
Note 6 (in part): Income taxes—A portion of the company’s 

consolidated income was earned by its subsidiaries and 
branch which operated in Puerto Rico until June, 1977. The 
income earned in Puerto Rico was exempt from Puerto Rican 
taxes. These exemptions are the principal reason for the dif­
ferences between state and federal statutory tax rates and 
the effective rates included in the financial statements. The 
Puerto Rican subsidiaries and branch were liquidated in
1977. Because of available exemptions under the federal 
income tax statutes the company anticipates that the Puerto 
Rican income earned by the subsidiaries will not be subject to 
United States federal income tax.

In 1977 net operating loss carryfor wards were available to 
offset the current provision for income taxes. No provision for 
income taxes was required in 1976 since the company’s U.S. 
operations did not generate taxable income for tax or finan­
cial reporting purposes.

At December 3 1 , 1977 the company had net operating loss 
carryforwards of approximately $5,900 which expire as fol­
lows: 1978—$200, 1979—$3,400, 1980—$500 and 1983— 
$1,800. In addition, the company has investment tax and

other credit carryforwards of approximately $381 expiring 
through 1984.

BOBBIE BROOKS, INCORPORATED (APR)

NOTES TO FINANCIAL STATEMENTS
Note 7: Federal Income Taxes— Following is a reconciliation 

of the income tax provision (continuing operations) which 
would have been reflected at the statutory federal income tax 
rate and the actual rates reflected in the statement of opera­
tions:

Statutory ra te  ..........................................
Surtax exem ption and other ite m s   

Effective ta x  r a t e .....................  ............

A subsidiary company operating in Puerto Rico under a tax 
exemption in 1976 has been discontinued and liquidated in
1977.

The following tabulation summarizes the carryforwards 
available to the Company at April 30, 1977 for financial 
statement reporting purposes:

s ta te m e n t of o p e ra -

1977 1976

4 8 .0 % 4 8 .0 %
(4 .6) (1 .5)

4 3 .4 % 4 6 .5 %

Availab le Through Operating

Invest­
ment

Tax
Foreign

Tax
Fiscal Y ear Ending In Losses Credits Credits
1 9 7 8  .......................................... . . . .  $  - $ - $ 7 0 ,0 0 0
1 9 7 9  ........................................... — 1 4 0 ,0 0 0 5 0 ,0 0 0
1 9 8 0  ........................................... 6 ,1 0 0 ,0 0 0 1 6 0 ,0 0 0 5 0 ,0 0 0
1981 ........................................... ___ — 3 0 ,0 0 0 7 0 ,0 0 0
1 9 8 2  ........................................... — 5 0 ,0 0 0 1 0 0 ,0 0 0
1 9 8 3  ........................................... ___ — 7 0 ,0 0 0 —
1 9 8 4  ........................................... . . . .  1 0 ,8 0 0 ,0 0 0 4 0 ,0 0 0 —
A fte r 1 9 8 4 ............................... 5 ,7 0 0 ,0 0 0 — —

$ 2 2 ,6 0 0 ,0 0 0 $ 4 9 0 ,0 0 0 $ 3 4 0 ,0 0 0

Both investment and foreign tax credit carryfor wards may 
be applied against subsequently accruing tax liabilities while 
the operating loss carryforwards are available for application 
against future consolidated earnings. The provision for loss 
on idle facilities amounting to $2,000,000 (Note 4), certain 
expenses relating to the provision for loss on disposal of 
discontinued operations amounting to $2,400,000 (Note 2), 
and various other timing differences aggregating $1,300,000, 
are not currently deductible for federal income tax purposes, 
but will become deductible as and when realized. Accord­
ingly, the operating loss carryforward available for income tax 
purposes at April 30, 1977 approximates $16,900,000. The 
amount and availability of the Company’s operating loss car­
ryforward are subject to final determination by taxing au­
thorities.
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NATIONAL TEA CO. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 4: Taxes on Income—The provision for income taxes 
for the fifty-two weeks ended December 31, 1977, of 
$5,664,000 includes $4,803,000 of federal taxes and repre­
sents the amount that would have been provided net of in­
vestment tax credits of $684,000, were a federal net operat­
ing loss carryforward not available. The balance of the provi­
sion represents state income taxes currently payable. The 
extraordinary item included in the accompanying consoli­
dated statement of earnings represents a reduction in federal 
income taxes arising from the utilization of prior years’ operat­
ing losses.

The net provision for taxes on income for 1976 was 
$105,000. The 1976 provision results from investment tax 
credit recapture and state income taxes payable net of a 
reduction of the deferred tax liability of $269,000. A tax ben­
efit from the 1976 loss was not reflected in the earnings 
statement because the net operating loss could not be car­
ried back to prior years and utilization in future years was not 
assured beyond a reasonable doubt.

As of December 31, 1977, the companies had tax operat­
ing loss carryforwards (subject to review by the Internal Rev­
enue Service) of approximately $54 million which expire as 
follows: $10 million, 1978; $4 million, 1979; $6 million, 1980; 
and $34 million, 1983.

The companies also have unused investment tax credits of 
approximately $2,845,000 available to offset future taxes 
payable. The investment tax credits will expire in years 1978 
through 1984 in amounts of $141,000, $484,000, $287,000, 
$485,000, $452,000, $312,000 and $684,000, respectively.

At December 31, 1977, the companies had approximately 
$70 million of net operating losses which had not been offset 
by tax credits to book income as follows:
Tax operating loss carryforward................................... $54,000,000
Expenses recorded on books, to be deducted on tax

returns in future years.............................................. 20,000,000
Depreciation recorded in tax returns to be deducted

on books in future years........................................... (4,000,000)
$70,000,000

PHOENIX STEEL CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 11—Taxes on Income: At December 31, 1977 loss 

carryforwards of approximately $52.5 million were available 
to offset future taxable income for financial reporting pur­
poses. Such carryforwards for income tax purposes are ap­
proximately $45.2 million and expire $2.9 million in 1978, 
$1.4 million in 1980, $18.9 million in 1983 and $22 million in 
1984. Investment tax credits of approximately $4.9 million are 
available through 1984 to reduce future federal income taxes 
to the extent permitted under the Internal Revenue Code with 
the largest portion ($3.2 million) expiring in 1978. The differ­
ence between the loss carryforwards for financial reporting 
and income tax purposes results principally from costs and 
expenses associated with the abandonment of the structural 
operations and pension expenses which are accrued for fi­
nancial reporting purposes but are not deductible for tax pur­
poses until paid and from differences in the timing of depre­
ciation deductions.

SEARS INDUSTRIES INC. (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 7 (in part) Income Taxes—At December 3 1 , 1977, the 

Corporation has estimated net operating loss carryforwards 
of approximately $17,700,000 which are available to be 
applied against taxable income for the years 1978 through 
1984. Of this amount approximately $14,400,000 expires in 
1983 and the remainder in 1984. In addition, the Corporation 
has estimated investment tax credit carryforwards of approx­
imately $615,000 of which approximately $100,000, 
$215,000, $200,000 and $100,000 expires in 1978, 1980, 
1983 and 1984, respectively.

TWENTIETH CENTURY-FOX FILM CORPORATION 
(DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7 (in part): Income Taxes— Income tax expense is 
summarized as follows:

Federal Foreign

State
and

Local Total
(in thousands)

1977—
Current ......... ... $15,726 $5,766 $3,950 $25,442
Deferred ........ 75 624 — 717

$15,801 $6,408 $3,950 $26,159
1976—

Current .......... ... $ 2,759 $5,194 $1,120 $ 9,073
Deferred ........ (952) (48) — (1,000)

$ 1,807 $5,146 $1,120 $ 8,073

Investment tax credits of $15,801,000 and $1,807,000 
were applied as a reduction of the provision for income taxes 
in 1977 and 1976, respectively. At December 31, 1977, the 
Company has approximately $14,914,000 of investment tax 
credit carryovers for financial statement purposes. Because 
of differences in the timing of certain revenue and expense 
items for tax and financial statement purposes, the Company 
has investment tax credit carryovers for tax purposes at the 
end of 1977 of approximately $13,008,000, which expire as 
follows:

Amount
Year (in thousands)
1982 ..................................................................................  $ 2,094
1983 ..................................................................................  4,776
1984 ..................................................................................  6,138

$13,008

The difference of approximately $1,906,000 between the 
carryover for tax and financial statement purposes repre­
sents amounts of investment tax credit claimed in the tax 
returns in excess of amounts recognized in the financial 
statements. The tax effect of such excess has been used to 
reduce net deferred tax charges in the accompanying con­
solidated balance sheet. The utilization of all of the aforemen­
tioned carryovers is dependent upon the Company’s ability to 
generate sufficient taxable income during the carryforward 
period.
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Plaintiff Litigation

ATI, INC. (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11: Litigation—On July 9, 1976, the Company com­
menced an action in Supreme Court of the State of New York 
against a customer for $57,653 for work, labor and services 
and related charges. In answering the complaint, the cus­
tomer alleged counterclaims for defective work and for over­
charges, seeking $1,160,000 in damages. Counsel has ad­
vised that although pretrial discovery is in process, based 
upon information supplied to it, the Company would appear to 
have meritorious defenses to the counterclaims and the 
Company believes it has no liability for the counterclaims.

BOISE CASCADE CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 7 (in part): Litigation and Legal Matters—The Com­

pany and certain majority owned subsidiaries have claims 
certified by the U.S. Foreign Claims Settlement Commission 
of $55,600,000, plus interest at 6% from 1950 against the 
People’s Republic of China and $279,300,000, plus interest 
at 6% from 1960 against Cuba. Other claims against the 
assets of these majority owned subsidiaries, if substantiated, 
may substantially reduce any settlement the Company might 
ultimately receive. No progress toward settlement of these 
claims occurred during 1977. Neither claim is reflected in the 
Company’s assets.

CHICAGO PNEUMATIC TOOL COMPANY (DEC)

1977 FINANCIAL SUMMARY
Litigation— In connection with the company’s purchase of

280,000 shares of common stock of Easco Corporation (see 
“Easco Common Stock” on page 11), suit was filed by Easco 
against the company on December 30, 1977 in the United 
States District Court for the District of Maryland. The suit 
alleges certain violations of federal and state laws pertaining 
to tender offers and disclosure requirements relating thereto. 
The suit asks, among other things, that the company pay 
Easco money damages in an amount not less than 
$10,000,000, that the company divest itself of all shares of 
Easco common stock owned by it, and that the company be 
enjoined from acquiring additional shares of Easco common 
stock or taking steps to gain control of Easco.

In November 1977, the company filed suit in the United 
States District Court for the District of Rhode Island seeking 
to recover approximately $495,000 from a former distributor 
for goods sold and delivered. In January 1978, the former 
distributor filed a counterclaim alleging violations by the com­
pany of the Federal antitrust laws, breach of contract, inter­
ference with contract, deceit, slander and unfair competition. 
The former distributor seeks “treble damages in an amount 
as yet undetermined, but which exceeds 20 million dollars” 
for the alleged antitrust violations, damages for the alleged 
common law violations in an amount not specified in the 
counterclaim, and punitive damages.

In both instances the matters noted above are in the early 
pre-trial stage. After consultation with legal counsel the man­

agement of the company believes that the overall results of 
this litigation and other pending legal proceedings would not 
have a materially adverse effect on the company’s financial 
condition.

IOWA BEEF PROCESSORS, INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Contingencies—The Company was plain­
tiff in a Federal court suit in Iowa against the Amalgamated 
Meat Cutters and Butcher Workmen of North America, AFL- 
CIO, and three local unions affiliated with the international 
union. The suit alleged that the defendants violated existing 
collective bargaining agreements by causing union members 
to engage in or support illegal strikes in 1969 and 1970. The 
Company sought both actual and punitive damages. On June 
3, 1977, the jury returned a verdict against the defendants 
and awarded the Company $1,756,592 in actual damages 
and $840,374 in punitive damages, a total of $2,596,966. The 
defendants have indicated they will appeal the decision and 
accordingly, the amount of damages, including interest 
thereon, awarded has not been reflected in the accompany­
ing financial statements.

LABARGE, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7 (in part): Commitments and Contingencies— In 
May of 1976 the Company, relying upon representations 
made to it of significant U.S. patent protection, entered into 
agreements with a Swedish supplier to purchase a substan­
tial number of medical lifting devices over a period of years. 
After the Company discovered evidence of the invalidity of 
the U.S. patent in question, it filed suit on February 1 5 , 1977, 
against the Swedish supplier and the patent owner in the 
U.S. District Court of the District of Columbia, seeking a de­
termination of the invalidity of the patent, recision of the 
agreements and actual and punitive damages totaling 
$1,000,000. Subsequently, the supplier filed a claim against 
the Company before a Swedish Arbitration Tribunal for ap­
proximately $3,500,000 (based upon the 1977 year-end ex­
change rate), alleging breach of contract. On December 12, 
1977, the U.S. District Court ordered the parties to cease 
arbitration in Sweden for a period of one year, which order 
has been appealed by the Swedish supplier. The Company 
continues to prosecute its U.S. suit. Because of the legal 
complexities of this litigation, the ultimate outcome is not pre­
sently determinable.

MCA INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 4 (in part): Income Taxes—On June 14, 1977 a 
United States District Court entered a judgment in favor of 
MCA INC. with respect to the Company’s tax refund suit for 
the years 1962 through 1970, filed in 1975. The suit is based 
on the Company’s previously filed refund claims in which it 
took the position that it was entitled to the investment tax 
credit on eligible theatrical and television films under the Re­
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venue Act of 1962. The Court’s judgment, if upheld on ap­
peal, resolves in MCA’s favor its claims to investment tax 
credits of approximately $34,500,000. Of that amount the 
judgment awards approximately $13,000,000 as tax refunds 
for the years 1962 through 1970 and the balance constitutes 
investment tax credit carryovers to years after 1970. The 
Government has appealed the District Court’s judgment. The 
balance of MCA’s claims, which approximate $12,900,000, is 
not currently before the Court and will be resolved at a later 
date.

The Company has not reflected the above judgment by the 
Court or any of the above investment tax credit carryovers or 
claims in its financial statements and presently does not in­
tend to do so until the matter has been finally resolved. Al­
though benefit for the investment tax credits related to films 
produced in 1962 through 1970 has not been reflected in the 
computation of the federal income tax provision for financial 
statement purposes, the Company has utilized such invest­
ment tax credit carryovers in its federal income tax returns for 
the years 1971 through 1977. If the abovementioned tax re­
fund suit is finally resolved on the basis of the Court’s judg­
ment, and the investment tax credit carryovers are allowed 
for the years after 1970, the Company will be entitled to a 
refund of approximately $13,000,000 plus interest and ap­
proximately $20,000,000 of the amount shown as a current 
income tax liability on the consolidated balance sheet at De­
cember 31, 1977 would no longer be payable.

SPENCER COMPANIES, INC. (MAY)

NOTES TO THE CONSOLIDATED FINANCIAL STATE­
MENTS

Note 15 (in part): Contingencies and Commitments
Happy Legs, Inc.—The Company’s Happy Legs sub­

sidiary has submitted a claim to its insurance company under 
its fidelity bond for losses it believes it has suffered as a result 
of alleged improper activities of a former Happy Legs’ officer 
who was in charge of certain of that subsidiary’s foreign op­
erations. It is believed that the officer diverted Company 
funds entrusted to him for the payment of certain suppliers, 
made improper charges to travel and office expense, and 
permitted other overcharges. These activities of the officer, 
which apparently occurred during the past year, were first 
discovered in May of 1977 in the course of a special investi­
gation by Company management. The total amount of loss to 
Happy Legs appears to exceed $1,000,000. The maximum 
coverage under the fidelity bond for defalcations of this officer 
is $500,000. Prior to February 24, 1977 it was $350,000. As 
part of its proof of loss, the Company has submitted evidence 
from various suppliers and others with personal knowledge of 
the alleged improper activities, and the insurance company is 
conducting its own review of that proof of loss. Company 
officers, together with outside investigators, are continuing 
the investigation and have not only made the claim referred 
to above but have also instructed counsel to commence ap­
propriate legal action against the former officer. Additional 
controls and procedures designed to prevent the recurrence 
of such conduct have been instituted.

ZENITH RADIO CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11: Litigation— In 1974, Zenith filed a lawsuit against 
certain major Japanese television and electronics manufac­
turers and their Japanese and U.S. sales subsidiaries and a 
domestic manufacturer, alleging violations of U.S. antitrust 
laws and the U.S. Anti-Dumping Act of 1916 in that the 
Japanese defendants organized to develop and employ their 
joint economic power to launch a predatory invasion and sei­
zure of the U.S. market in each consumer electronic product 
category. The complaint further alleges that this conspiracy 
consisted of a concerted scheme to fix and maintain high 
prices in the Japanese home market and to fix and maintain 
artificially low prices on consumer electronic products ex­
ported to the United States. The lawsuit seeks injunctive re­
lief and damages in excess of $300 million, to be trebled as 
provided by law.

In December, 1976, certain of the defendants in the lawsuit 
filed a counterclaim against Zenith alleging violations of U.S. 
antitrust laws in that Zenith conspired with their distributors 
and other manufacturers to restrain trade by offering dis­
counted prices to certain major dealers. The lawsuit seeks 
injunctive and other relief and treble damages in an un­
specified amount. The Company is of the opinion that the 
counterclaim is without merit and that it will result in no ad­
verse impact on the Company’s consolidated financial state­
ments.

At December 31, 1977, pretrial discovery proceedings 
were progressing and it is expected that in 1978 a trial date 
will be set.

COMMITMENTS

Obligations to Maintain Working Capital or 
Restrict Dividends

AMERICAN SEATING COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6 (In part): Long-Term Debt—Among other things, 
the various loan agreements contain convenants with respect 
to working capital, total indebtedness, additional borrowings 
and payments of dividends. One of the Company’s long-term 
loan agreements restricted its ability to declare and pay div­
idends or to repurchase Preferred or Common Shares. In 
1977 the Company obtained a change in the agreement to 
allow the repurchase of shares under the tender offer de­
scribed in Note 7, and to eliminate the restriction on the pay­
ment of dividends on preferred shares. The amended 
agreement now limits the payment of dividends on common 
shares and additional repurchases of any class of stock to 
$1,000,000 plus 70% of consolidated net earnings after De­
cember 31, 1976 (or minus 100% in the case of a loss) less 
all dividends paid after December 31, 1976. The amended 
agreement also requires the Company to eliminate all short­
term indebtedness for at least 60 consecutive days during 
each 15-month period. The Company has been free of short­
term indebtedness since October, 1975. The amount of un­
restricted retained earnings at December 31, 1977 was 
$697,000.
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THE BF GOODRICH COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Income Retained in the Business and D ividend  

Restrictions— Dividends on outstanding Series Preferred 
Stock must be declared and paid or set apart for payment, 
and funds required for sinking fund payments on the Series 
Preferred Stock must be paid or set apart for payment, before 
any dividends may be paid or set apart for payment on the 
Common Stock.

Agreements pertaining to certain of the Company’s funded 
debt include, among other things, limitations on the payments 
of cash dividends on capital stock of the Company and 
amounts that can be expended to acquire or retire capital 
stock of the Company. Under the most restrictive of these 
agreements, income retained in the business in the amount 
of $124,394,000 was free from such limitations at December 
31, 1977.

GRANITEVILLE COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3: Long-Term Debt—On December 1, 1975, the 
Company entered into a note agreement providing for a loan 
of $25,000,000. The indebtedness is evidenced by unse­
cured promissory notes bearing interest at 9.625% per 
annum and due December 1, 1990. On December 1, 1975, 
the Company delivered a note to the lender in the principal 
amount of $20,000,000 in exchange for cash of $9,000,000 
and surrender for cancellation of the Company’s 7.70% prom­
issory note due December 1, 1984, in the unpaid principal 
amount of $11,000,000. On March 1, 1976, the Company 
delivered a note to the lender in the principal amount of 
$5,000,000 in exchange for cash. The Company is required 
to make payments on the notes, as follows: $ 1,000,000 on 
December 1, in each of the years 1976 to 1979, inclusive; 
$1,200,000 on December 1 ,  1980; $1,800,000 on December 
1 ,  1981; and $2,000,000 on December 1 in each of the years 
1982 to 1990, inclusive. The Company is subject to additional 
requirements and restrictions under the terms of the notes, 
as follows:

1. The Company must maintain a consolidated working 
capital of at least $37,500,000. (At January 1, 1978, 
consolidated working capital totaled approximately 
$67,500,000).

2. The Company may not pay dividends or make “ re­
stricted investments’’ in excess of consolidated net 
earnings available for dividends or “ restricted invest­
ment,” as such earnings and “ restricted investments” 
are defined in the note agreement. Approximately 
$17,500,000 was free of restriction at January 1 ,  1978.

3. The Company may not place or allow to exist an en­
cumbrance of any of its assets with certain limited ex­
ceptions.

4. The Company may not incur debt or contingent 
liabilities, in addition to the promissory notes, in excess 
of amounts allowed under the note agreement, nor 
may the Company enter lease agreements requiring 
annual expenditures in excess of $1,000,000, such 
amount excluding sales office and data processing 
equipment rentals.

5. The Company may not merge or consolidate with any 
other corporation unless it is the continuing or surviving 
corporation.

On April 1, 1977, the Company entered into a note agree­
ment with Aiken County, South Carolina providing for a loan 
of $2,100,000 through a Pollution Control Revenue Note. The 
proceeds of the loan were used to fund the Company’s re­
quired capital contribution to the Aiken County Public Service 
Authority’s waste water treatment facility (see Note 8). The 
note is repayable in semi-annual installments, due April 1 and 
October 1 of each year through April 1, 1999, of $90,375 
including interest at the rate of 6½ % per annum. The note is 
collateralized by revenues to be received by the Public Ser­
vice Authority from the Company for participation in the waste 
water treatment facility. The note, and the related security 
interest in such revenues, was assigned on June 2, 1977, to 
an institutional investor which funded the loan.

THE MAY DEPARTMENT STORES COMPANY (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 4 (in part): Long-Term Debt— Under the most restric­
tive covenants of the various debt agreements with all of 
which the Company was in compliance: 1) stockholders’ in­
vestment must exceed $261,259,000; 2) accumulated earn­
ings retained in the business of approximately $280,522,000 
at January 28, 1978, are subject to dividend restrictions; 3) 
additional long-term borrowing by the Company and its sub­
sidiaries (excluding designated finance and real estate sub­
sidiaries) is limited to approximately $55,861,000 at January 
28, 1978; 4) working capital must be at least $120,000,000 
for the Company and its subsidiaries (excluding designated 
finance and real estate subsidiaries); and 5) rentals under 
long-term leases are limited to 2% of net retail sales.

NATIONAL GYPSUM COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Dividend Limitations—The provisions of certain long-term 

debt arrangements limit, among other things, the payment of 
dividends other than stock dividends, and the repurchase or 
redemption of the Company’s issued capital stock. Under the 
most restrictive provisions, retained earnings of $64,920,000 
and $45,317,000 were available for either payment of div­
idends or the acquisition of capital stock at December 31, 
1977 and 1976, respectively.

OWENS-ILLINOIS, INC. (DEC)

FINANCiAL REVIEW
Restrictions on Retained Earnings. The Amended Articles 

of Incorporation and certain long-term debt agreements in­
clude covenants restricting the payment of dividends, dis­
tributions on account of shares, redemptions, retirements or 
other acquisitions of shares of any class of the Company’s 
stock. On a pro-forma basis at December 31, 1977, the 
amount of retained earnings available under the most restric­
tive covenants, including those contained in the note agree­
ment signed in January, 1978, was $238.9 million.
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Capital Expenditures

ANHEUSER-BUSCH, INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Commitments and Contingencies (in part)— In connection 
with the plant expansion and improvement program, the 
company has commitments for capital expenditures ap­
proximating $282,974,000 at December 31, 1977.

ATLANTIC RICHFIELD COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 14 (in part): Other Commitments and
Contingencies—At December 31, 1977, the Company had 
entered into projects and commitments relating to the con­
struction of facilities and other items amounting to approxi­
mately $ 1.6 billion including approximately $600 million for 
domestic oil and gas development of which $500 million is for 
the development of the North Slope of Alaska; $110 million 
for development of coal resources; $260 million for manufac­
turing facilities; and $250 million for transportation facilities 
including two tankers. The uncertainties inherent in such 
projects may result in curtailment, postponement or cost es­
calation of certain of these projects.

CANNON MILLS COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 10: Commitments—At December 2 9 , 1977, the Com­

pany had committed approximately $5,400,000 for the 
purchase of machinery and equipment and plant expansion.

DAN RIVER INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11 (in part): Other Matters—Commitments for addi­
tions to property, plant and equipment amounted to approxi­
mately $6,303,000 at December 31, 1977 and $3,918,000 at 
January 1, 1977.

LYKES CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note M: Commitments and Contingencies— In recent 
years Youngstown has purchased coke under long-term con­
tracts to meet its coke requirements which have exceeded its 
internal coke productive capability. Under the terms of the 
contract, Youngstown has agreed to purchase coke during 
the period 1978-1981 at an estimated aggregate cost of ap­
proximately $48,000,000.

In connection with certain agreements, Youngstown has 
commitments to purchase iron ore in quantities which sub­
stantially exceed its present needs and as a result, may be 
required to invest funds in excess inventory, or sell the ex­
cess, perhaps at a loss. Under the agreements, Youngstown

may refuse to accept the iron ore, however, such action 
would result in substantial cost penalties, the amount of 
which depend on various circumstances and operating levels 
at the iron ore mines.

Youngstown has entered into various agreements and 
commitments with environmental agencies regarding the in­
stallation of pollution control facilities. Although estimates of 
additional future expenditures have been reduced as a result 
of the shutdown of certain steelmaking facilities, Youngstown 
presently estimates that capital expenditures required for en­
vironmental improvement facilities during 1978 and 1979 will 
approximate $65,000,000 and that required expenditures for 
the period 1980-1985 will exceed $53,000,000. Funds 
needed to finance construction of environmental control 
facilities were obtained in prior years through the issuance of 
environmental improvement revenue bonds; the unexpended 
balance of such funds available for construction of environ­
mental improvement facilities was $45,300,000 at December 
31, 1977, of which $25,800,000 is available to be applied to 
the estimated capital expenditures discussed above and of 
which another $19,500,000 may also be available if appro­
priate government approvals are obtained. Youngstown is 
currently involved in negotiations with various environmental 
agencies regarding the discharge of pollutants at certain of its 
steelmaking facilities. The outcome of these negotiations 
may require adjustments to the estimated expenditures dis­
cussed above.

ROBLIN INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note K—Commitments: On November 15, 1977, Roblin 

announced plans to invest approximately $18,000,000 in a 
program to increase the steel making and finishing capacity 
of its Dunkirk steel plant (estimated to be completed in 1980). 
In connection with this expansion, Roblin has entered into a 
contract with a manufacturer for the purchase of a continuous 
forging machine for $7,065,000 with $3,586,000 to be fi­
nanced by a bank with repayment over a five year period 
after acceptance. Roblin had also entered into other contrac­
tual obligations for this expansion amounting to approxi­
mately $5,300,000 at December 31, 1977.

The balance of the financing during construction will be 
provided by the November 22, 1977 agreements with banks 
as described in Note C and internally generated cash flow. 
Upon completion of the expansion, Roblin has made ar­
rangements with an insurance company to borrow 
$20,000,000 (with interest at the rate of 9⅞ % to 10¼ % de­
pending on Roblin’s debt and earnings) for retirement of the 
above mentioned bank borrowing. Repayment of the insur­
ance company loan will be semi-annual installments of 
$714,000 beginning twenty-six months after closing. The 
agreement provides for payment of a commitment fee of ½  of 
1% per annum to the closing date of the borrowing. The 
agreement requires Roblin to make certain representations 
and to meet certain financial ratios and earnings objectives in 
order to proceed with closing. The agreement provides, 
among other covenants, a restriction on the payment of cash 
dividends of 30% of income after December 3 1 , 1976 through 
1982 and larger percentages thereafter and other restrictions 
similar to those included in the current agreements with 
banks as described in Note C.
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NOTES TO FINANCIAL STATEMENTS 
Note 10 (in part): Commitments and Contingencies— 

Purchase commitments for capital improvements aggregated 
$8,298,000 at January 1, 1978. The principal commitment is 
for the construction of a new plant near Murfreesboro, Ten­
nessee, which will produce small quantity orders of custom 
continuous business forms. The cost of this facility is ex­
pected to be approximately $5,000,000. Financing of the 
project will be derived from the sale of $4,600,000, 6⅛ %, 
Industrial Revenue Bonds of Rutherford County, Tennessee, 
on February 23, 1978.

THE STANDARD REGISTER COMPANY (DEC)

Purchase Agreements

CENTRONICS DATA COMPUTER CORP. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11: Commitment—The Company’s requirements of 
mechanical assemblies for certain line printers will be 
supplied to them by a foreign vendor under an agreement 
expiring April, 1982. Subject to quality, delivery and certain 
other conditions, the Company has agreed to purchase ap­
proximately $40,000,000 of mechanical assemblies by April, 
1982.

INTERLAKE, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10: Commitments and Contingencies—With respect 
to the Company’s interests in two mining joint ventures, the 
Company is required to take its ownership proportion of pro­
duction 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 regardless of the quantity of ore received, an­
nual interest and sinking fund requirements of the funded 
debt of these projects of approximately $3,000,000 through 
1983, and lesser amounts thereafter through 1991.

Noncancellable 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.

The Company is involved, on a continuing basis, as a party 
to enforcement and other proceedings with governmental 
agencies relating to the application of environmental laws 
and regulations to certain of the Company’s plants. Several 
of such proceedings have recently been settled on the basis 
of Company commitments to meet certain emission stan­
dards and to install control facilities at substantial cost. The 
Company anticipates that capital expenditures for installation 
of environmentally-related facilities (including those agreed 
to in settlement of proceedings) will aggregate approximately 
$18,000,000 over the next three years.

WHEELING-PITTSBURGH STEEL CORPORATION 
(DEC)

NOTES TO FINANCIAL STATEMENTS
Note G (in part): Commitments and Contingencies—The 

Corporation has long-term contracts with several raw mate­
rial suppliers in which the Corporation and other corporations 
are participants. The Corporation is committed under these 
contracts to pay its share of costs incurred by the suppliers, 
including principal and interest on long-term debt. The Corpo­
ration’s share of the principal amount of such debt was 
$50,900,000 at December 31, 1977, and $42,100,000 at De­
cember 3 1 , 1976, which is payable by the suppliers in annual 
installments through 1996. The $50,900,000 includes the 
Corporation’s share of borrowings through December 31, 
1977, related to the expansion of production facilities of the 
Tilden iron ore complex. The Corporation’s share of esti­
mated future borrowings to finance completion of the expan­
sion by 1979 approximates $12,600,000. It is anticipated that 
funds available through the raw material sales will be suffi­
cient to meet both existing obligations and obligations ex­
pected to be incurred with respect to the Tilden expansion.

Employment Contracts

ARDEN-MAYFAIR, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 12 (in part): Commitments and Contingent 

Liabiiities—Two individuals, one of whom is a director of the 
Company, have entered into employment agreements with a 
wholly-owned subsidiary of the Company. The agreements in 
effect during 1976, provided for a base salary of $50,000 for 
each individual with a bonus based on net income (as de­
fined) before income taxes to the extent of 16⅔ % on the first 
$1,545,000 of net income in excess of $455,000, and 5% of 
net income in excess of $2,000,000. During 1976, the sub­
sidiary accrued, and charged to expense, a bonus for each of 
the individuals in the amount of $283,997. Employment 
agreements between the individuals and the subsidiary, 
commencing January 2, 1977, provide for a base salary of 
$50,000 and a bonus based on net income (as defined) be­
fore income taxes each year through January 3, 1982 to the 
extent of 7½ % of the first $1,000,000 of net income in excess 
of $500,000, 10% of the next $1,000,000 in excess of 
$1,500,000 and 12½ % of all net income in excess of 
$2,500,000. The bonus accrued for each of the individuals 
during 1977 amounted to $232,343.

A wholly-owned subsidiary of the Company has entered 
into an employment agreement with its president, a director 
of the Company, which provides for a salary of $100,000 per 
year subject to cost of living increases, with a bonus of 1½ % 
of the net pre-tax profits of the subsidiary up to a maximum of 
½  of the annual salary. The agreement ends on February 28, 
1981. The bonus accrued during 1977 amounted to $20,745.



Commitments 81

FOOD FAIR, INC. (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 13: Commitment—The Company has entered into an 
employment contract with an officer, providing for a minimum 
annual salary of $200,000 through 1982, plus a bonus based 
upon the achievement of defined levels of discount depart­
ment store earnings, up to a maximum annual compensation 
of $450,000. The officer is obligated to purchase 100,000 
shares of the Company’s common stock at $5.625 per share 
through August 1, 1982 and 100,000 shares at $6.00 per 
share through August 2 ,  1987. Purchases of the latter shares 
may not exceed 10,000 in any twelve month period. No 
purchases have been made under the agreement.

PALL CORPORATION (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11 (in part): Contingencies and Commitments— 
Since fiscal 1972, the Company has had employment 
agreements with its chairman of the board, president and six 
vice presidents. Effective August 1, 1976, revised employ­
ment agreements were entered into with these persons, as 
well as with three key employees of its subsidiaries. Such 
agreements were further amended as of August 1 ,  1977. The 
agreements provide for minimum salary levels, adjusted an­
nually for cost-of-living changes, as well as for incentive 
bonuses which are payable if specified management goals 
are attained. The aggregate commitment for future salaries at 
July 31, 1977, excluding bonuses, is approximately 
$3,450,000.

Sale and Purchase Agreement

OCCIDENTAL PETROLEUM CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9 (in part): Other contingencies and
commitments—At December 31, 1977, commitments made 
for major capital expenditures were approximately 
$710,000,000, including approximately $160,000,000 of ad­
ditional expenditures for the Piper and Claymore fields in the 
U.K. North Sea.

Occidental also has estimated future expenditures of 
$277,000,000 which will be required in connection with cer­
tain agreements with the U.S.S.R. under which certain sub­
sidiaries are to sell superphosphoric acid to the U.S.S.R. and 
are to purchase ammonia, urea and potash from the U.S.S.R. 
for delivery during the period from 1978 through 1997, involv­
ing substantial quantities. The selling prices for each of the 
fertilizer commodities are to be set periodically by agreement 
between the parties based on market prices. The future pro­
fitability of operations under these agreements and the reali­
zation of the related investments is dependent on the negoti­
ation of satisfactory prices.

Further, Occidental has estimated significant additional 
expenditures for the completion of the Canvey Island refinery 
of approximately $330,000,000.

In Peru, a pipeline connecting Occidental’s fields to a 
trans-Andean pipeline is under construction by the Peruvian 
national oil company (Petroperu). Occidental and Petroperu 
have agreed upon the tariff arrangements for Occidental’s 
use of the pipeline system, including an annual pyament of 
$21,775,000 for 15 years or until Occidental’s interest under 
its production-sharing agreement is surrendered or termi­
nated, whichever occurs earlier.

Occidental has certain other contingent liabilities and 
claims under contracts as guarantors of debt, as joint ven­
tures and with regard to other potential obligations, all in the 
ordinary course of business. Officials of Occidental are of the 
opinion that such contingent liabilities will not result in any 
significant financial liability in relation to the net assets of 
Occidental.

See also Note 7 regarding the union benefit plans.

Additional Payments Based on Future 
Earnings of Acquired Companies

BELDING HEMINWAY COMPANY, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note G (in part)— In connection with the acquisition of a 

subsidiary in 1971, the Company is obligated to issue addi­
tional shares of Common Stock if earnings (as defined) are 
achieved by the subsidiary in the six year period, as 
amended, ended June 30, 1977. During 1977 and 1976, the 
Company issued 4,831 and 1,093 shares of Common Stock 
for earnings achieved through December 3 1 , 1976 and 1975, 
respectively. The Company estimates that the fair value of 
the shares issuable for earnings achieved during the six 
months ended June 3 0 , 1977 would not be material. The fair 
value of such shares is charged to “ Intangibles Applicable to 
Subsidiaries Acquired” at the time of issuance.

Sales Contract

PHELPS DODGE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11: Commitments—As of December 31, 1977, West­
ern Nuclear, Inc., a subsidiary of the Corporation, had con­
tracts to sell approximately 8,600,000 pounds of uranium 
oxide (U3O8) through 1983. In addition, Western Nuclear is 
obligated to repay in 1979 approximately 1,200,000 pounds 
of U3O8 borrowed in 1977 for delivery under an existing con­
tract. It is anticipated that Western Nuclear’s production, 
which is to come principally from mines under development 
and to be developed, will be sufficient to meet these commit­
ments.

The Corporation’s 1976 net income included a pre-tax pro­
vision for losses on U3O8 contracted for delivery in 1977 in 
the amount of $12,600,000.
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Agreement to Establish Joint Venture

THE BF GOODRICH COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Note I: Project Commitment— During 1977, the Company 

entered into a shareholders’ agreement providing for the es­
tablishment of a joint venture corporation to construct, own 
and operate chlor-alkali and ethylene dichloride chemical 
plants to be managed by the Company.

The shareholders will each purchase 50% of the common 
stock of the joint venture for cash. The Company will also 
contribute its existing chlor-alkali chemical facility in ex­
change for all the convertible preferred stock of the joint ven­
ture. The Company will account for this investment on the 
equity method.

The joint venture is expected to borrow in excess of 
$200,000,000 for construction. It is expected that the Com­
pany will agree to purchase from the joint venture a specific 
minimum quantity of the joint venture’s chemical production 
and under certain conditions, it may be required to purchase 
all the assets of the joint venture.

Letters of Credit

ENGELHARD MINERALS & CHEMICALS 
CORPORATION (DEC)

The Company is a defendant with other motion picture 
producers or distributors in a number of private treble dam­
age actions asserting claims under the federal anti-trust laws. 
These actions, which seek damages aggregating hundreds 
of millions of dollars, are in various stages of pre-trial pro­
ceedings. The Company has denied the material allegations 
of the complaints in these actions and in the opinion of man­
agement and counsel the Company will not suffer any mate­
rial liability by reason thereof.

Purchase Option

GENERAL MILLS, INC. (MAY)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 13: Other Commitments—At May 29, 1977, au­
thorized but unexpended appropriations for property addi­
tions and improvements were $66,000,000.

In addition, there are options outstanding to purchase the 
remaining minority interests of some partially-owned com­
panies. The options could have a maximum cost to General 
Mills of up to $61,000,000, the major portion of which could 
be payable with shares of common stock. In general, the 
option contracts provide for payments which are dependent 
upon actual earnings performance and evaluation of related 
return on investment through the exercise date. The main 
option periods run from 1979 to 1986.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7 (In part): Litigation, commitments and contingent 
liabilities—The Company and its consolidated subsidiaries 
make payment in the ordinary course of business by means 
of letters of credit in favor of suppliers. At December 3 1 , 1977 
the amount of unused balances of such letters of credit was 
$343,300,000.

Royalty Agreement

WALT DISNEY PRODUCTIONS (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5: Commitments and Contingencies— Pursuant to an 
agreement for the use of the name of Walt Disney, Retlaw 
Enterprises, Inc. (a company owned by the family of the late 
Walter E. Disney) received royalty payments of approxi­
mately $4,714,000 and $3,550,000 from the Company for 
fiscal years 1977 and 1976, respectively; in accordance with 
such name agreement, the payments in fiscal year 1977 in­
cluded $2,649,000 ($1,817,000— 1976) as a participation by 
Retlaw of 5% in the profits, as defined in that agreement, of 
certain Walt Disney World operations.

Under an agreement with a bank the Company has availa­
ble an unsecured revolving line of credit of $50,000,000 
under which the Company maintains on deposit 10% of the 
committed funds plus 10% of any borrowings. At September 
30, 1977 the Company had no borrowings.

SUBSEQUENT EVENTS

Events or transactions which occur subsequent to the bal­
lance 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 sub­
sequent events.

Table 1-12 classifies disclosures of subsequent events in­
cluded in the 1977 annual reports on the survey companies.

Examples of subsequent event disclosures follow.

TABLE 1-12: SUBSEQUENT EVENTS

N um ber of Companies 
1 9 7 7  1 9 7 6  1 9 7 5 1 9 7 4

Business combinations pend­
ing or e ffe c te d ...................

Debt incurred , reduced or
51 4 0 2 5 23

refinanced ........................... 3 3 2 6 3 8 4 8
L it ig a tio n ....................................... 19 10 2 3 2 0
Sole of a s s e ts ............................. 14 2 0 3 3 13
Stock splits or dividends . . . . 7 18 14 8
O t h e r .............................................. 19 41 9 6 41
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Business Combinations

ARDEN-MAYFAIR, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 15: Subsequent Event—On March 19, 1978, the 

Company, through a newly formed subsidiary, acquired the 
business and certain assets of Food Giant Super Markets, 
Inc. (Food Giant), operator of a chain of 16 retail grocery 
stores in Arizona, for approximately $2,750,000 consisting of 
a combination of cash, notes, the assumption of certain 
liabilities, 20,000 shares of Preferred stock and 50,000 
shares of Common stock. The Company will lease store fix­
tures from Food Giant and assume existing building leases. 
The acquisition will be accounted for by the purchase method 
and, accordingly, its operations will be included in the con­
solidated financial statements from the date of acquisition. An 
independent appraisal and/or management evaluation of as­
sets acquired will be made as of the acquisition date to de­
termine the fair value of the Food Giant assets for purchase 
cost allocation purposes.

For the year ended August 27, 1977, the financial state­
ments of Food Giant reflected sales of approximately 
$32,600,000 and a net loss of approximately $656,000. In­
come from store operations for that period was approximately 
$286,000 before interest, general and administrative ex­
penses of $1,050,000. Subsequent to August, 1977, Food 
Giant acquired two additional operating stores with combined 
annual revenue estimated to be in excess of $5,000,000.

1977 1976
(in thousands of dollars 
except per shore data)

Net sales............................................  $1,891,363 $1,646,126
Net income.........................................  81,858 54,848
Earnings per common share...........  $2.79 $1.78
Earnings per common share, assum­

ing full dilution............................. $2.26 $1.52

The 1977 pro forma amounts are based on the corpora­
tion’s audited results of operations for the twelve months 
ended October 31, 1977, and Inmont’s unaudited results of 
operations for the twelve months ended September 3 0 , 1977. 
The 1976 pro forma amounts are based on the corporation’s 
audited results of operations for the twelve months ended 
October 3 1 , 1976, and Inmont’s audited results of operations 
for the twelve months ended December 31, 1976.

CROWN ZELLERBACH (DEC)

NOTES TO FINANCIAL STATEMENTS
Acquisition—On January 31, 1978 the Corporation ac­

quired Virginia Paper Company, Incorporated for 360,181 
common shares in a transaction to be accounted for as a 
pooling of interests. If the transaction had been consum­
mated prior to December 31, 1977, the accompanying finan­
cial statements would have included the financial position 
and results of operations of Virginia Paper Company. Net 
sales, net income, and net income per share of common 
stock for 1977 would have been as follows:

CARRIER CORPORATION (OCT)

NOTES TO FINANCIAL STATEMENTS
Note 15: Subsequent event (unaudited)—At a special 

meeting held December 14, 1977, the corporation’s stock­
holders approved a plan providing for the merger of Inmont 
Corporation (“ Inmont” ) into a wholly owned subsidiary of 
Carrier Corporation. The stockholders also approved an in­
crease in the number of authorized shares of cumulative pre­
ferred stock from 5,000,000 shares to 10,000,000 shares.

The corporation paid $40,000,000 for 1,250,000 shares 
and issued 5,892,804 shares of cumulative preferred stock, 
$1.86 series, $31 stated value and 49,260 shares of cumula­
tive preferred stock, 4½ % series, $100 stated value in ex­
change for all of Inmont’s outstanding common and preferred 
stock. Each share of the $1.86 series preferred stock is con­
vertible into 1.815 shares of the corporation’s common stock. 
The above amounts exclude the 747,200 Inmont common 
shares purchased by the corporation in August 1977 (see 
Note 3).

The merger will be accounted for under the purchase 
method. Accordingly, Inmont’s results of operations will be 
included with the corporation’s consolidated results of opera­
tions for periods subsequent to the date of acquisition.

The following table summarizes, on an unaudited pro 
forma basis, the combined results of operations as though 
Inmont had been acquired on November 1, 1975:

Net sales...................................................................... $2,340,084,000
Net income..................................................................  $ 110,351,000
Net income per share of common stock................  $4.32

PEPSICO, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 14: Merger with Taco Bell— In February 1978, Pep­
siCo and Taco Bell reached an agreement providing for the 
merger of Taco Bell and a subsidiary of PepsiCo. Under the 
agreement PepsiCo will issue shares of its capital stock in the 
ratio of 1.43 shares for each outstanding share of Taco Bell 
common stock or a total of approximately 4,900,000 shares. 
The transaction will be accounted for as a pooling of in­
terests. Taco Bell reported net income of $8,450,000 for the 
year ended February 28, 1977.

UMC INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 15: Subsequent Event—On February 21, 1978, the 

Company entered into a definitive cash merger agreement 
with Resistoflex Corporation pursuant to which shareholders 
of Resistoflex would receive $22 for each share of Resisto­
flex common stock owned at the time the merger is effective. 
The merger agreement has been approved by the Board of 
Directors of each company and is subject to approval by the 
owners of two-thirds of the outstanding shares of common 
stock of Resistoflex. As of the date of the merger agreement.
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UMC held approximately 32% of the outstanding shares of 
common stock of Resistoflex, substantially all of which was 
acquired on February 21, 1978 at $22 per share. The total 
value of the transaction, including shares already owned, will 
be approximately $40,000,000.

Debt Incurred, Reduced or Refinanced

AMERICAN BILTRITE INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note C: Credit Arrangements— Effective February 28, 
1978, the Company entered into a new credit agreement with 
several banks which provides for a maximum line of credit of 
$12,000,000 through December 3 1 , 1978. Under the terms of 
this Agreement interest is payable monthly at a rate of ½  of 
1% above the prime commercial rate. In addition, the Com­
pany must maintain average daily collected balances equal 
to the sum of 10% of the available line and 10% of the aver­
age outstanding loan.

The Agreement, among other things, requires the Com­
pany to maintain minimum working capital and tangible net 
worth of $23 million and $43 million, respectively. In addition, 
the Company must achieve minimum specified quarterly 
earnings, as defined. The Agreement also prohibits the pay­
ment in 1978 of cash dividends to holders of Common Stock 
and limits the amount of capital expenditures.

Certain of the Company’s real property, equipment and 
investments (net carrying amount—approximately $10 mil­
lion at December 31, 1977) are pledged as collateral under 
the terms of this Agreement.

In addition, the Company’s Canadian subsidiary has a line 
of credit of $3 million with its bank.

CADENCE INDUSTRIES CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 12: Subsequent Events— In March 1978, the Com­
pany and its principal lending institution reached an agree­
ment (subject to the signing of a definitive loan agreement) 
for the extension of a $3,500,000 seasonal line of credit 
through December 3 1 , 1980 and for a $15,000,000, revolving 
line of credit through December 31, 1980 with the balance 
payable over five years commencing in 1981.

On March 7, 1978 the Company announced an offer to 
repurchase 700,000 shares of its common stock at $8.00 per 
share. The Company has reserved the right to purchase addi­
tional shares if more are tendered pursuant to the offer.

DRAVO CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Notes payable (in part) — Union Mechling Corporation, a 
wholly owned subsidiary, has a revolving credit agreement 
with a group of banks under which it may borrow up to $20 
million at prime rate plus ¼ % until December 31, 1979 and 
thereafter on a term loan with interest at prime rate plus ½ %

to ¾ % which will be payable in equal quarterly installments to 
December 31, 1984. There is a ½ % commitment fee on the 
unused portion. Restrictive covenants in the loan agreement 
include requirements for minimum tangible net worth, 
minimum value of vessels and other floating equipment, and 
limitations on additional debt, substantial sales of equipment, 
cumulative capital expenditures and cumulative dividends. 
There were no obligations outstanding under this agreement 
at December 31, 1977.

Assuming full issue of $20 million in term notes in 1979, 
annual installments payable on all notes due after 1978 are: 
1979, $3.6 million: 1980, $6.5 million; 1981, $6.0 million; 
1982, $5.9 million: 1983, $4.6 million; and after 1983, $6.4 
million.

In January 1978, Union Mechling sold $11.2 million of 
bonds, guaranteed by the U.S. Maritime Administration, for 
financing of marine equipment. The bonds, bearing 8% in­
terest, are repayable from 1978 through 2002.

IOWA BEEF PROCESSORS, INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note D (in part): Credit Arrangements—On October 28, 
1977, the Company borrowed $16,000,000 against its term 
loan agreement and $3,000,000 against its short-term open 
line-of-credit. On October 31, 1977, $3,000,000 was repaid 
on the short-term open-line-of-credit and $1,000,000 was re­
paid on the term loan. On December 22, 1977, the remaining 
$15,000,000 term loan balance was repaid with loan pro­
ceeds obtained from a new long-term debt offering (Note E).

Note E (in part): Long-Term Obligations—On December
2 2 , 1977, the Company signed a senior note agreement with 
a group of institutional lenders. Under the agreement, the 
Company borrowed $15,000,000 on December 22, 1977 and 
used the proceeds to repay the term loan outstanding at 
October 29, 1977. The agreement provides for total borrow­
ings of $30,000,000 evidenced by $19,500,000 in notes due 
December 15 , 1992 and $10,500,000 in notes due December 
15, 1982. The 1982 notes are payable in a lump sum at 
maturity and may be refinanced by the Company’s issuance 
of additional 1992 notes. The remaining $15,000,000 in notes 
must be issued on or before June 15, 1978. The borrowings, 
which are unsecured, bear a stated interest rate of 8⅞ % and 
are discounted to yield 8.95%. Annual principal payments of 
$1,625,000, beginning December 15, 1981, are required to­
wards the 1992 notes.

WHEELING-PITTSBURGH STEEL CORPORATION 
(DEC)

NOTES TO FINANCIAL STATEMENTS
Note D (in part): Long-Term Debt— Under the terms of a 

revolving and term loan agreement dated April 1, 1975, and 
amended at various dates subsequent thereto (including 
January 30, 1978), the Corporation had borrowed 
$52,800,000 as of December 31, 1977. Concurrent with the 
January 30, 1978, amendment, $11,880,000 was repaid and 
maximum borrowings under this agreement were reduced 
from $66,000,000 to $40,920,000 through March 31, 1978. 
The amended agreement provides that all or a portion of the 
amount borrowed can be converted to a five-year term loan
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payable in twenty equal quarterly installments commencing 
on June 3 0 , 1978, with interest at the greater of the prime rate 
or prime commercial paper rate, plus ½ %. Prior to conver­
sion, the terms of the agreement provide for the payment of 
interest generally at the greater of the prime rate or the prime 
commercial paper rate plus a facility fee of ¼ %. It is the 
Corporation’s present intention to convert borrowings under 
the agreement to term loans.

The January 30, 1978, amendment, among other things, 
modified certain covenants related to maintenance of work­
ing capital and tangible net worth and a requirement for the 
ratio of liabilities to tangible net worth to make them less 
restrictive through June 30, 1980. As of July 1, 1980 and 
1981, the requirements become more restrictive, generally 
consistent with the preamended agreement. In addition, 
compensating balance requirements were formalized, requir­
ing payment of a “deficiency fee” in lieu of maintaining such 
balances at the option of the Corporation. As of December 
31, 1976 and 1977, approximately $7,318,000 and 
$8,929,000, respectively, of cash represented compensating 
balances after adjustment for float.

Prior to the January 30, 1978, amendment, a commitment 
fee of ½ % was charged for the unused credit.

Litigation

THE CONTINENTAL GROUP, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS 
Other Matters (in part)— In January of 1978, the Federal 

Grand Jury in Houston issued indictments charging that the 
Company and one of its employees, together with thirteen 
other companies and twenty-five of their employees, violated 
Section 1 of the Sherman Act to fix, raise, maintain and 
stabilize the prices of corrugated containers and corrugated 
sheets in the continental United States east of the Rocky 
Mountains. The Company has been served with numerous 
complaints in private civil actions, purporting to be on behalf 
of a class, seeking injunctions and treble damages for essen­
tially the same alleged violations in unspecified amounts. The 
Company has also been served with a complaint in a private 
civil action, purporting to be on behalf of a class, alleging a 
conspiracy to fix kraft liner board and corrugated box prices 
and to monopolize the corrugated box market. The complaint 
seeks injunctive relief, treble damages in an unspecified 
amount, but alleged to be in the millions of dollars, and dives­
titure of certain corrugated box manufacturing plants. Dis­
covery in the private civil actions has not commenced yet. 
Based on the opinion of counsel, the Company believes that 
damages, if any, which may be recovered by the plaintiffs in 
these or similar actions will not have a material adverse effect 
on the Company’s financial position or its results of opera­
tions.

NORTHWEST INDUSTRIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Contingent Liabilities (in part)
Subsequent Event—Contamination of animal feed by the 

unintended mixing by Michigan Farm Bureau Services of a

flame retardant manufactured by Velsicol Chemical Corpora­
tion, a subsidiary, has given rise to a large number of claims, 
many of which have been settled. Evaluations are still con­
tinuing of the health of Michigan residents who may have 
consumed products affected by the contamination. In late 
February 1978, the State of Michigan brought a civil action in 
this matter to recover alleged past and prospective expenses 
of the state estimated by it to exceed $59,000,000 through 
1982 and exemplary damages of $50,000,000. This suit will 
be vigorously resisted, and this matter is not expected to 
have a material effect on the company.

STONE CONTAINER CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Other Matter: In January, 1978, the Company and two of 

its employees were indicted by a Federal grand jury on mis­
demeanor charges for alleged violations of the Sherman 
Anti-Trust Act in connection with the sales of corrugated con­
tainers. Thirteen other companies and twenty-four other indi­
viduals were also indicted for similar alleged violations. The 
Company has also been named as a defendant, along with 
other corporate defendants, in numerous private class action 
suits alleging price fixing violations and claiming unspecified 
treble damages.

The Company believes that neither it nor its employees 
have violated such laws and that it has meritorious defenses 
to the claims pending or threatened. The Company intends to 
vigorously defend against the charges and claims made. 
While any litigation has an element of uncertainty, it is the 
Company’s present belief that the ultimate outcome of such 
matters will not have a material adverse effect upon the 
Company’s business or financial condition.

Sale of Assets

THE ANSUL COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 12: Subsequent Event—On March 3, 1978 we en­
tered into an agreement to sell our 73% interest in Lane 
Limited to Roche Products Pty., Ltd. an Australian company. 
The agreement is subject to approval by certain Australian 
government agencies.

The Consolidated Statements of Operations and Balance 
Sheets include Lane (See Note 1 to Notes to Consolidated 
Financial Statements) as a consolidated subsidiary. Follow­
ing is summarized 1977 and 1976 financial data for Lane:

Statement of Operations 1977 1976
Net sales............................................  $23,396,000 $29,489,000
Income (loss) after ta x ..................... $ 800,000 $ (36,000)
Minority interest................................ (193,000) 68,000
Net Income.........................................  $ 687,000 $ 32,000

Balance Sheet
Working capital.................................  $ 6,103,000 $ 4,596,000
Non-current assets...........................  3 ,761,000 4,658,000
Non-current liabilities......................  (384,000) (284,000)
Minority interest................................ (3,158,000) (3,065,000)
Net investment................................... $ 6 ,322,000 $ 5,905,000
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CHOCK FULL O’NUTS CORPORATION (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Discontinued Brewery Operations— Pursuant to 
an agreement dated October 7, 1977 the Company (through 
its Rheingold subsidiaries) sold to C. Schmidt & Sons, Incor­
porated substantially all of the assets (excepting receivables 
and packaged beer or brews in process), both tangible and 
intangible, used in the conduct of its brewery operations. The 
purchase price for the assets purchased amounts to 
$7,000,000 plus the Company’s cost of raw materials and 
packaging supplies to be transferred to the purchaser pro­
vided such costs do not exceed $850,000 and $1,075,000, 
respectively (such inventories amounted to $425,000 and 
$796,295, respectively, at July 31, 1977). Upon execution of 
the agreement the Company received $5,000,000 of the 
purchase price in cash and $2,000,000 was placed in escrow 
of which amount $1,000,000 is evidenced by a promissory 
note due October 1, 1982 with interest at 6% per annum 
(payable monthly commencing December 1, 1977). The 
purchase price of the raw materials and packaging supplies 
inventories is payable upon transfer to the purchaser.

LEE ENTERPRISES, INCORPORATED (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 8: Subsequent Events—On October 14, 1977 the 
Company sold KEYC-TV, Mankato, Minnesota for $5,000,000 
cash and realized a gain on the sale of approximately 
$4,500,000 which will be deferred for income tax purposes 
under the applicable provisions of Section 1071 of the Inter­
nal Revenue Code.

The Company on October 21, 1977 acquired all the com­
mon stock of Mount Hood Radio & Television Broadcasting 
Corporation (KOIN-TV, Portland, Oregon) for approximately 
$27,000,000. The acquisition will be accounted for by the 
purchase method and will be included with the consolidated 
results of the Company in subsequent periods. The allocation 
of purchase price to tangible assets, goodwill and liabilities 
has not been completed at this date.

The acquisition was financed with $24,000,000 of unse­
cured revolving credit loans that on December 15, 1980 con­
vert to four-year term loans on the then outstanding balance 
and are payable in sixteen equal quarterly installments com­
mencing March 15 , 1981. These loans have an effective bor­
rowing rate, after consideration of compensating balance re­
quirements, of approximately 115% of existing bank prime 
rates through 1979, 120% through 1980 and 125% through 
1984. The loan agreements require certain covenants not 
considered restrictive to normal operations or anticipated div­
idends.

SQUIBB CORPORATION (DEC)

a director, for approximately $9,900,000 in cash and the as­
sumption of certain obligations relating to returned merchan­
dise. Mr. Lanvin resigned as a Director of Squibb Corporation 
on December 21, 1977. The sales and income of the “ Lan­
vin” product line did not constitute a material portion of the 
consolidated financial results of the Company. The gain on 
this transaction will be reported in the first quarter of 1978.

Stock Dividends or Splits

BEECH AIRCRAFT CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note E (in part): Common Stock and Additional Paid-In 
Capital—On October 11, 1977 the Board of Directors de­
clared a 2% stock dividend for each share outstanding, pay­
able November 23, 1977 to shareholders of record on Oc­
tober 21, 1977. Payment of this dividend will result in the 
issuance of 147,423 additional shares of Common Stock 
(fractional shares will be paid in cash). The earnings per 
share and dividends per share shown on the consolidated 
statements of income and retained earnings, as well as in­
formation in Notes D, F, and K have been adjusted to give 
retroactive effect to this stock dividend.

KELLY SERVICES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Subsequent Event—Stock Split: On February 21, 1978, 
the Board of Directors approved a five-for-four stock split of 
the Company’s common stock payable on March 31, 1978 to 
stockholders of record at the close of business March 3,
1978. In connection with the stock split, at January 1 ,  1978 an 
amount equal to the par value of common stock issued, 
$487,953, and the amount payable in lieu of fractional 
shares, $9,162, was charged first to Paid-in Capital and 
thereby eliminating that account, with the excess of $335,371 
being charged to Earnings Invested in the Business.

Employee Benefits

AMETEK, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 10: Subsequent Event— In February 1978, the Board 

of Directors adopted, subject to the approval of stockholders, 
the 1978 Employees Non-Qualified Stock Option and Stock 
Appreciation Rights Plan, permitting the granting of options 
for 150,000 shares of common stock with stock appreciation 
rights.

NOTES TO FINANCIAL STATEMENTS
Subsequent Event— In early 1978, the fragrance and 

cosmetic subsidiary of the Company sold its rights to the 
“ Lanvin” trademarks (which were limited to the United 
States, Puerto Rico and Canada) and the “ Lanvin” inventory 
to Lanvin S.A. (Trade Marks), of which Mr. Bernard Lanvin is
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ALLIS-CHALMERS CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Subsequent Event—Formation of Siemens-Allis. Effective 
January 1, 1978, the Company and Siemens Ak­
tiengesellschaft of West Germany (Siemens) formed a corpo­
ration, Siemens-Allis, Inc. (Siemens-Allis) to manufacture, 
market and install equipment for the distribution, regulation 
and control of electrical energy. The Company contributed 
the business and net assets of $50,601,652 (book value at 
January 1, 1978) of its Electrical Products Group to the ven­
ture in exchange for an 80% equity interest. Siemens Corpo­
ration, a wholly-owned U. S. subsidiary of Siemens, is to 
contribute cash of $19,150,413 for a 20% equity. Siemens 
and the Company currently have equal representation on the 
board of directors of the new company. The Company also 
jointly owns with Kraftwerk Union, a wholly-owned subsidiary 
of Siemens, Allis-Chalmers Power Systems, Inc., which mar­
kets and installs turbine generators used by electrical utilities.

In the first quarter of 1978 the Company intends to recog­
nize an after tax gain of $5.2 million relating to the acquisition 
by Siemens Corporation of the 20% interest in Siemens-Allis, 
Inc. at a premium over book value. Because the Company 
holds a majority interest, the net operating assets and rev­
enues and expenses of Siemens-Allis will continue to be in­
cluded in the Company’s consolidated statements.

A summary of contributed net assets of the Electrical 
Products Group as of January 1, 1978 follows:

Assets (thousands of dollars)
Cash ......................................................... $ 184
Receivables, less $27,390 retained by

the Company......................................  5,236
Inventories .............................................. 50,581
Prepaid income taxes............................. 6,763
Other current assets................................ 144
Property, plants and equipment, at cost $ 75,401

Less accumulated depreciation........  (30,302) 45,099
Total assets.................................  108,007

Liabilities
Accounts payable and payrolls............. 13,207
Accruals for product warranty and cor­

rection ...............................................  9,296
Accruals for completion of contracts

and plant rearrangement ................  4,230
Advance collections on contracts in ex­

cess of costs incurred......................  8,718
Other current liabilities...........................  4,391
Long-term debt— variable rate notes .. 31,333

— other .........................  1,406
Deferred income taxes...........................  2,824

Total liabilities...................................  57,405
Net Assets Contributed...........................  $50,602

During the year ended December 31, 1977, the Electrical
Products Group represented $226 million (15%) of the Com­
pany’s unaffiliated customer sales and $26.3 million (19%) of
the Company’s pretax operating profit before interest
charges.

Formation of Joint Venture The shareholder agreement with Siemens places restric­
tions of specified durations on sale or transfer of Siemens- 
Allis equity to third parties and effective January 1, 1979 
provides Siemens an option to purchase for cash sufficient 
additional shares of Siemens-Allis from the Company to in­
crease Siemens’ total equity in the venture to 50%. The price 
for additional shares includes a premium over book value 
providing a pretax gain of $7.8 million to the Company in the 
event of sale. Manufacturing facilities located in the nine U. S. 
cities which were previously part of the Company’s Electrical 
Products business are now part of Siemens-Allis.

Investment

SUN COMPANY, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Event Subsequent to December 31, 1977— During 
January, 1978, the Company, through a newly formed 
wholly-owned subsidiary, purchased in private transactions 
approximately 34% (6,485,493 shares) of the common stock 
of Becton, Dickinson and Company for an aggregate cost of 
$293 million, consisting of cash of $260 million and notes of 
$33 million payable over eight years with interest at 8 per­
cent. The investment in Becton, Dickinson will be accounted 
for on the equity method. For the year ended September 30, 
1977 (date of latest available audited financial statements) 
Becton, Dickinson reported consolidated net income of ap­
proximately $47 million. The operations of Becton, Dickinson 
are primarily concentrated in the health care industry. Sub­
sequent to the purchases of the Becton, Dickinson shares 
various legal proceedings have been commenced against 
the Company and others with respect to such purchases. 
Although such proceedings are in the early stages, the Com­
pany believes its purchases of such shares were made in full 
compliance with applicable legal requirements.
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RELATED PARTY TRANSACTIONS

Statement on Auditing Standards No. 6 specifies the na­
ture of information which should be disclosed about related 
party transactions in financial statements. In 1977, 114 sur­
vey companies disclosed related party transactions. Exam­
ples of such disclosures follow.

Transactions Between Affiliated Companies

ANDERSON, CLAYTON & CO. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3 (in part): The accompanying consolidated financial 
statements include transactions of Anderson, Clayton & Co. 
and consolidated subsidiaries with the nonconsolidated sub­
sidiaries as follows:

1977 1976
Interest received from:

Nonconsolidated international
subsidiaries............................  $ 1,524,000 $ 390,000

Nonconsolidated domestic insur­
ance subsidiaries.................  112,000 130,000

Purchases from nonconsolidated in­
ternational subsidiaries..............  130,539,000 71,889,000

Sales to nonconsolidated interna­
tional subsidiaries......................  1,014,000 411,000

Management and technical fees re­
ceived from nonconsolidated in­
ternational subsidiaries..............  1,183,000 1,880,000

AKZONA INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 8: Transactions with affiliates—Approximately 65% of 
the Company’s outstanding common stock is owned benefi­
cially by Akzo N.V. (Akzo), a Netherlands-based company 
which operates internationally in many of the same busi­
nesses as the Company. The Company and Akzo have vari­
ous agreements which provide for the sharing of business 
knowledge and research efforts. The more significant ag­
reements are long-term and provide for sharing of specified 
research costs on percentage bases with maximum limits 
based on sales volume. The companies also engage in other 
transactions, principally related to the sale and purchase of 
products. Amounts included in the consolidated statement of 
income with respect to transactions with affiliates are as set 
forth below:

1977 1976
Sales ..................................................  $ 4 ,494,000 $3,492,000
Purchases .........................................  10,178,000 8,516,000
Commissions and royalty income... 583,000 1,205,000
Research costs (net) and royalty

expense.......................................  3 ,127,000 3,061,000

CANNON MILLS COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 2: Related Party Transactions—The Company, in the 

normal course of business, sells cotton and certain manufac­
tured products and provides administrative and selling ser­
vices to companies in which it holds minority investments and 
purchases from certain of them cotton, yarn, and manufactur­
ing services. Such sales and purchases are consummated at 
competitive prices and for fiscal 1977 amounted to 
$23,600,000 and $120,800,000, respectively, and for fiscal 
1976 amounted to $19,700,000 and $97,100,000, respec­
tively.

Loans, principally in connection with these activities, are 
made among the companies for short durations with interest 
charged at the rate of 6% per annum. The loans receivable 
from these related companies at December 29, 1977 and 
December 30, 1976 totalled $1,000,166 and $200,834, re­
spectively, and are included in accounts receivable. The 
loans payable to the related companies at December 30, 
1976 totalled $400,000 and are included in accounts pay­
able.

MILTON ROY COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3 (in part): Investments in joint ventures, at equity— 
At December 3 1 , 1977 and for the two years then ended, the 
Company maintained 50% ownership of Dosapro-Milton Roy 
S.A. and Ichibishi Company, Ltd. These investments are 
stated at cost of acquisition plus the Company’s equity in the 
undistributed net income since acquisition.

The Company engages in various transactions with its 50% 
owned companies. Agreements with these companies gen­
erally provide for a price structure projected to assure a 
reasonable return to the respective parties. Significant trans­
actions with the companies that are accounted for on the 
equity method at December 31, 1977 and 1976 were as fol­
lows:

December 31,

Sales
Royalties
charged Purchases Receivable Payable

to to from from to

1977 .... . $132 $192
(Thousands) 

$ 63 $ 84 $ 39
1976 .. .. $200 $186 $290 $118 $18

SHELL OIL COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 3: Transactions with Affiliated Companies—Shell 

continued in 1977 to have transactions, including the pur­
chase, sale and transportation of crude oil, petroleum and 
chemical products in the ordinary course of business, with 
subsidiaries of the Royal Dutch Petroleum Company and the 
“ Shell” transport and Trading Company, Limited, parent 
companies of Shell Oil Company. Such purchases and
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transportation amounted to $1,003,782,000 and sales 
amounted to $117,184,000 for the year 1977. This compares 
with $802,603,000 and $127,797,000, respectively, for the 
year 1976. The revenues and costs related to these transac­
tions are commingled with other revenues and costs and the 
amount of profit thereon is not accurately determinable with­
out effort and expense disproportionate to the relative impor­
tance of such amount. Transactions with such affiliated com­
panies also include certain foreign venture arrangements 
with respect to the exploration for and development and pro­
duction of crude oil and natural gas, a one-third stock owner­
ship interest in a Netherlands Antilles transshipment terminal 
venture and an arrangement whereby Shell and a subsidiary 
of Shell Petroleum N.V. each perform for, and exchange with 
the other, research services related to petroleum technology, 
chemicals and other fields.

TOBIN PACKING CO., INC. (OCT)

NOTES TO FINANCIAL STATEMENTS
Note 9: Related Parties— During August 1977 Halco Prod­

ucts Corporation purchased 311,003 shares of the Com­
pany’s common stock which constitutes approximately 35% 
of the stock outstanding. Halco has since obtained represen­
tation on the Board of Directors.

An affiliate of Halco Products Corporation acts as a food 
broker for the Company in the greater New York City market­
ing area. The commissions for such services after August 
1977 amounted to approximately $20,000.

Transactions Between Company and Management 
or Stockholders

DART DRUG CORPORATION (MAR)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Interest of Management and Others in Certain 
Transactions—The Company leases certain real property 
from Combined Properties Corporation and other entities in 
which Herbert H. Haft, President of the Company, or mem­
bers of his family have substantial beneficial interests. The 
leased property presently consists of eighteen stores (sixteen 
of which are operated by the Company and two of which are 
subleased by the Company to independent third parties), the 
Company’s executive office and warehouse facilities and ap­
proximately five acres of land adjacent to the existing 
warehouse facilities. These leases provide for various termi­
nation dates which, assuming renewal options are exercised, 
range from 1991 to 2034, and require the payment of 
minimum annual rentals aggregating approximately 
$2,600,000 at March 3 1 , 1977 (net of annual rental income to 
be received from subtenants). Minimum rentals under these 
leases approximate $45,000,000 to their expiration. Certain 
of these leases also require the payment of a percentage of 
sales in excess of a stated minimum, as well as real estate 
tax increases. The Company has from time to time made 
lease payments to entities in which Mr. Haft or members of 
his family have a substantial beneficial interest prior to the 
date on which payment was required under the lease. In the 
opinion of the Board of Directors, the terms of these leases 
are not less favorable to the Company than leases made 
between the Company and independent parties.

As indicated above, the Company leased approximately 
five acres of land adjacent to its existing warehouse facilities 
from an entity in which members of Mr. Haft’s family have 
substantial beneficial interests. The lease, which was exe­
cuted for the purpose of supplying necessary land for the 
Company’s future expansion needs, obligates the Company 
to lend on demand $275,000 to the lessor. Such loan is to 
bear interest at the prime rate and is to be repaid from the 
proceeds of any permanent loan placed on the land or any 
improvements subsequently constructed thereon. To date, 
the lessor has not executed this loan.

As of April, 1974, the Company entered into a ten-year 
employment contract with Mr. Haft. The agreement, as 
amended, provides for an annual salary of $175,000, with 
automatic annual cost-of-living increases based on the Con­
sumer Price Index, and certain other benefits.

JOHNSON PRODUCTS CO., INC. (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7: Transactions With Related Parties—The Company 
has a land-lease agreement with officers of the Company, 
George E. Johnson and Joan B. Johnson, under which the 
Company has constructed and furnished a residence in 
Jamaica for use by distributors and customers.

The annual land rental paid by the Company is $500 and 
the expiration date of the lease is June 6, 1986. George E. 
and Joan B. Johnson have the option to purchase the house 
and furnishings from the Company for approximately $64,000 
upon expiration of the lease. The lease will be automatically 
renewed for a further term of 20 years, if the lessors fail to 
purchase the house from the Company, and the annual rental 
for the renewal period will remain at $500. All leasehold im­
provements and all operating expenses of this facility are 
paid for by the Company.

For the years 1977 and 1976, the Company contributed 
$110,000 and $175,000, respectively, to the George E. 
Johnson Foundation Inc. (an organization exempt from taxa­
tion under Section 501(c)(3) of the Internal Revenue Code). 
Two officers who are major shareholders and an employee of 
the Company serve as directors of the Foundation.

The Company has an investment in the common stock of 
the Independence Bank of Chicago. The bank is controlled 
by certain officers and directors of the Company. At August
3 1 , 1977, the Company had on deposit at the bank, $500,000 
in interest-bearing certificates of deposit and $444,000 in 
demand deposits.

WINNEBAGO INDUSTRIES, INC. (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 8: Related Party Transactions—On May 13, 1976, 
the Company purchased a jet aircraft from an officer of the 
Company for $900,000. Three independent appraisals of the 
current value of the aircraft were utilized in determining the 
purchase price.
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INFLATION ACCOUNTING AMF INCORPORATED (DEC)

Effective for fiscal years ending on or after December 25, 
1976, Securities and Exchange Commission Regulation S-X 
requires the disclosure of replacement cost for inventories 
and productive facilities and the amount of cost of sales and 
depreciation based on replacement costs. This requirement 
applies to financial statements included in Form 10-K for 
most companies whose inventories and gross property 
aggregate more than $100 million and comprise more than 
10% of total assets. Although this requirement does not apply 
to financial statements included in annual reports to 
shareholders; such financial statements, by not presenting 
replacement cost data, would vary significantly from financial 
statements included in Form 10-K. To avoid a variation, the 
SEC staff suggests in Staff Accounting Bulletin No. 7 that the 
notes to financial statements in annual reports to shockhold­
ers “contain a generalized description of the impact of 
changes in the prices of specific goods and services on the 
registrant and a reference to the replacement cost data con­
tained in the 10-K. Such generalized description need not 
contain any specific quantitative data.” Due in part to the 
SEC requirement for certain replacement cost data, the Fi­
nancial Accounting Standards Board has deferred considera­
tion of inflation accounting.

In 1977, the financial statements of 430 survey companies 
contained inflation accounting information. Of these 430 sur­
vey companies, 50 presented replacement cost data, 377 
referred to replacement cost data presented in Form 10-K; 
the respective totals for 1976 were 316, 50, and 263. In both 
1977 and 1976, 2 companies presented supplementary infla­
tion information adjusted for price level changes, and 1 pre­
sented both historical cost basis and current-value financial 
statements.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 14: Asset Replacement Costs (Unaudited)— In 1977 
and 1976, the Company’s sales prices generally increased 
favorably in relation to inflationary cost increases which had 
reduced profit margins in 1974 and 1975. As the LIFO inven­
tory method is used by most domestic operations, current 
costs of inventory replacement are generally matched 
against sales in the historical financial statements. The addi­
tional cost of sales on a replacement cost basis for opera­
tions (principally overseas) not on the LIFO method are rela­
tively insignificant.

Due to the cumulative impact of inflation, the current cost of 
replacing long-lived assets in property, plant and equipment 
and machines leased to customers with items having equiva­
lent productive capacity normally requires a substantially 
greater capital investment than was necessary to originally 
purchase the items being replaced.

The Company’s Annual Report to the Securities and Ex­
change Commission (SEC) on Form 10-K will contain infor­
mation with respect to 1977 and 1976 year end replacement 
costs of inventories, machines leased to customers, and 
property, plant and equipment, and the approximate effect 
which calculations based on replacement costs would have 
had on cost of sales and depreciation expense for the year. 
This information will be based on numerous subjective 
judgements and calculations, within guidelines set forth by 
the SEC, and will not necessarily be indicative of amounts for 
which assets can be sold, how assets will ultimately be re­
placed, or what costs (or related savings) will result from 
future replacement of existing productive capacity.

AMSTAR CORPORATION (JUN)

Reference To Replacement Cost Data In Form 10-K

AKZONA INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Replacement cost (unaudited)—The Company 
has calculated the replacement cost of inventories and the 
productive capacity of plant and equipment and the related 
effects on depreciation and cost of sales, all as required by 
the Securities and Exchange Commission (SEC). In general, 
the replacement cost of such plant and equipment and re­
lated depreciation is significantly higher than the comparable 
historical cost amounts reflected in the accompanying con­
solidated financial statements. The replacement cost of in­
ventories and cost of sales does not differ significantly from 
comparable historical cost amounts. The replacement cost 
amounts are not presented in this note since the Company 
believes that such data may not be comparable to that pre­
sented by other companies and may not be meaningful be­
cause of the lack of explicit rules and methods of calculation 
which would serve to assure comparability. Such data will be 
presented, as required, in the Company’s annual report on 
Form 10-K to be filed with the SEC.

NOTES TO FINANCIAL STATEMENTS
Note 11: Replacement cost (unaudited)—The Securities 

and Exchange Commission has adopted a rule to provide 
more information on the impact of inflation than is obtainable 
from historical cost financial statements taken alone. Pur­
suant to this rule, the Corporation has prepared information 
on the replacement cost of inventories and of the productive 
capacity of certain property, plant and equipment at June 30, 
1977, and the determination on the basis of current replace­
ment cost of depreciation and cost of sales for the year then 
ended. This information, together with a detailed discussion 
of the methods used and assumptions made in its prepara­
tion, will be included in the Corporation’s Annual Report on 
Form 10-K to be filed with the Securities and Exchange 
Commission, a copy of which may be obtained on request.

In general, this information indicates that the replacement 
cost of the productive capacity of certain property, plant and 
equipment and the related replacement cost depreciation 
and the replacement costs of inventories are higher than the 
corresponding amounts in the consolidated financial state­
ments at and for the year ended June 3 0 , 1977. This informa­
tion also indicates that the estimated cost of sales, exclusive 
of depreciation based on current replacement cost at the time 
of sale, would not be significantly different from that set forth 
in the consolidated statement of income for the year ended 
June 30, 1977.
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It should be noted that the determination of the replace­
ment cost information has involved subjective judgments and 
hypothetical assumptions. Such data are not necessarily in­
dicative of the costs that would be incurred to replace the 
Corporation’s productive capacity and inventories or the 
manner in which such assets would be replaced, nor should 
such data be interpreted as representing the current market 
values of existing property, plant and equipment. The data 
provided do not give effect to possible related costs or sav­
ings which may result from future replacements of existing 
productive capacity nor do they purport to estimate or quan­
tify the total impact of inflation on the Corporation’s reported 
net income for the year ended June 30, 1977. In cautioning 
against the “simplistic use” of such information, the Secu­
rities and Exchange Commission has stated that the re­
quirement to disclose depreciation and cost of sales on a 
current replacement cost basis was not designed to enable a 
simple determination of a net income effect.

ARMSTRONG CORK COMPANY (DEC)

FINANCIAL REVIEW
Replacement Cost Valuation (Unaudited)— In compliance 

with the rules of the Securities and Exchange Commission, 
the Company has estimated replacement costs for worldwide 
inventories and property, plant and equipment for year-end 
1977 and 1976 and for cost of goods sold and depreciation 
expense for the years ended December 31, 1977, and De­
cember 31, 1976.

The estimated replacement cost of inventories was approx­
imately 28% and 26% higher at December 31, 1977 and 
1976, respectively, than that presented on an historical cost 
basis in the financial statements. In both years, the impact on 
cost of goods sold was insignificant.

The estimated replacement cost of property, plant and 
equipment, as compared with historical cost, was 80% 
greater at December 31, 1977, and 75% greater at De­
cember 31, 1976. Net property, plant and equipment on a 
similar basis was approximately 53% and 50% greater for 
those two years.

Depreciation expense for 1977 and 1976, based on the 
calculated higher property values, would be approximately 
45% and 48% over the historical expense included in the 
financial statements.

The Securities and Exchange Commission has cautioned 
investors and analysts against “simplistic use” of replace­
ment cost valuations. Although the replacement cost data 
have been estimated in a reasonable manner, following the 
advice of reputable consultants who have concurred with the 
methods employed, the estimating procedures do require 
that certain subjective decisions be made. Moreover, the 
data are based on the hypothetical assumption that the 
Company would replace its inventory and productive capacity 
at the end of its fiscal year, whether or not the funds to do so 
were available or such immediate replacement were physi­
cally possible. This assumption requires that management 
contemplate many actions at the end of each year that ordi­
narily would not be addressed at one time. Accordingly, this 
information should not be interpreted to indicate that the 
Company has present plans to replace its productive capa­
city or that actual replacement would or could take place in 
the manner assumed in estimating the information.

In addition, the data are based on costs as of December 
31, 1977, and December 31, 1976. The actual cost of re­
placement could differ substantially from the amounts re­
ported. In the normal course of business, productive capacity 
is replaced over an extended period of time. Decisions cover­
ing replacement will be based on economic, regulatory, 
technological, and competitive conditions existing at the time 
such determinations are made and which could differ sub­
stantially from the assumptions on which the presented in­
formation is based. As replacement actually takes place, 
funds will be provided through the normal source of earnings 
and/or external capital infusions, depending on financial con­
ditions at the time.

No attempt has been made to reflect any operating cost 
savings that would probably result from the replacement of 
existing assets with assets of improved technology and effi­
ciency, nor has recognition been given to the customary rela­
tionship between cost changes and changes in selling prices 
that would accompany any real increase in depreciation or 
other costs.

The Company believes that there are numerous limitations 
to the validity of the estimated values because of the subjec­
tive judgments and assumptions they contain. Because of 
these limitations the data will not be fully comparable among 
companies and will be subject to errors of estimation.

The Company’s annual report on Form 10-K will contain 
specific information with respect to 1977 and 1976 estimated 
replacement cost data, including comments on the methods 
followed in estimating such costs and values.

THE BENDIX CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Replacement Cost Information (Unaudited)—The Corpo­
ration has experienced and will continue to experience the 
effects of inflation upon costs to replace inventories and pro­
ductive capacity as well as other operating costs and ex­
penses. However, increased cost of sales and depreciation 
expense are partially offset by gains in technology and im­
provements in operating efficiencies. As most cost increases 
would normally be recovered through adjustments in selling 
prices, the Corporation would not expect inflation to cause a 
significant change in its gross profit margins.

Regulations of the Securities and Exchange Commission 
(SEC) require the Corporation to furnish certain replacement 
cost information reflecting inflation and technological 
changes on inventories and productive capacity, and the re­
sulting effects on cost of sales and depreciation expense. 
This information is available in the Corporation’s Annual Re­
port to the SEC on Form 10-K. While the replacement cost 
information generally reflects the increased cost of doing 
business, the Corporation advises against any simplistic use 
of the data. Since the information is highly theoretical, involv­
ing subjective assumptions and approximations, compari­
sons of the data with similar data from other companies 
should be made with extreme caution.



92 Section 1: General

BROWN GROUP, INC. (OCT) GENERAL FOODS CORPORATION (MAR)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note G: Replacement Cost Data (Unaudited)—As re­
quired by the Securities and Exchange Commission, the 
Corporation will include certain estimated replacement cost 
data in the Form 10-K filed with the Commission. Such data 
will consist of the replacement cost of inventories, fixed as­
set, and the impact of these costs upon depreciation and cost 
of sales.

Due to inflation and the cost of technological improve­
ments, the replacement cost of the Corporation’s productive 
capacity would require a greater capital investment than was 
originally required to purchase that capacity. In the normal 
course of business, the Corporation has been able to and 
expects to continue to replace its productive capacity in an 
orderly manner. Historically, the Corporation has been able 
to compensate for the cost increases by increases in produc­
tivity and selling prices.

Because the Corporation has adopted the LIFO method of 
inventory accounting, the effect of replacement cost on cost 
of goods sold is not significant. Under LIFO accounting sub­
stantially all inflation is reflected in cost of goods sold as 
incurred.

The Corporation’s Form 10-K (a copy of which is available 
to stockholders upon request) contains specific information 
with respect to the replacement cost data.

FAIRCHILD INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 13: Asset Replacement Cost (Unaudited)—The Cor­

poration believes that inflation has not had any significant 
effect on its operating results. The majority of the Corpora­
tion’s business is conducted under long-term contracts, the 
prices for which include provisions for anticipated increases 
in labor and material costs during the period of performance. 
The Corporation’s principal contracts, which are for produc­
tion of A-10 aircraft, provide for sharing of cost underruns or 
overruns (within a ceiling price) between the government and 
the Corporation and for further adjustments of prices and 
ceilings if increases in the cost of labor and materials, as 
evidenced by government indices, exceed or are less than 
those anticipated at the time the contract prices were 
negotiated. Prices for Merlin and Metro aircraft marketed by 
Swearingen Aviation Corporation (a 90 percent owned sub­
sidiary) are set at a time when the costs to be paid for major 
procurement items are known and these are included in arriv­
ing at the aircraft price.

Replacing items of property, plant and equipment with as­
sets having equivalent productive capacity has usually re­
quired a substantially greater capital investment than was 
required to purchase the assets being replaced. The addi­
tional capital investment principally reflects the cumulative 
impact of inflation on the long-lived nature of these assets.

The Corporation’s Annual Report to the Securities and Ex­
change Commission on Form 10-K contains additional infor­
mation with respect to year-end 1977 and 1976 replacement 
cost of inventories and productive capacity and the approxi­
mate effect replacement cost would have had on the compu­
tation of cost of sales and depreciation expense for those 
years.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 17: Replacement Cost Information (Unaudited)— In 
fiscal 1977, General Foods experienced an increase in con­
solidated cost of sales resulting principally from an unpre­
cedented rise in green coffee commodity costs. Since green 
coffee represents a significant percentage of the cost of 
finished coffee products, General Foods has, during fiscal 
1977, found it necessary to take unprecedented price in­
creases on its coffee products. While such pricing did recover 
full costs as incurred, the cost of sales for fiscal 1977 on a full 
replacement cost basis would significantly exceed the aver­
age cost of sales as reported. In addition, the estimated re­
placement cost of inventories on hand at the end of fiscal 
1977 would also be greater than the reported average cost 
amounts for the reasons set forth above.

The calculated cumulative impact of inflation on existing 
plant and equipment would, of course, result in higher capital 
investment should it be necessary to replace the existing 
productive capacity. However, the replacement cost informa­
tion is based upon hypothetical assumptions and substantial 
subjective judgments that may be affected by errors inherent 
in estimation. Therefore, it should not be construed to repre­
sent management’s intent to replace existing productive 
capacity. In addition, replacement cost may not represent, 
because of possible future increases in cost levels, the actual 
cost that may be required of replacing productive capacity in 
the future. Nor does such data reflect the future benefits of 
replacing productive capacity.

As required by the Securities and Exchange Commission 
regulations, unaudited replacement cost information with re­
spect to fiscal 1977 inventories, productive capacity, cost of 
sales and depreciation expense is included in the Annual 
Report Form 10-K, a copy of which is available upon request.

THE GRAND UNION COMPANY (MAR)

NOTES TO FINANCIAL STATEMENTS
Note 13: Asset Replacement Cost (Unaudited)—The Se­

curities and Exchange Commission has issued regulations 
which requires the Company’s annual report on Form 10-K to 
include estimated additional costs which would be required if 
the Company were to replace its inventory and productive 
capacity at April 2, 1977 and the related estimated effect of 
such costs on depreciation expense and cost of sales. This 
requirement has been designed as an attempt to quantify the 
effects of inflation on the Company’s financial position and its 
results of operation.

Replacement cost of inventories and cost of sales closely 
approximated the amounts reported on the consolidated bal­
ance sheet and income statement, due to the relatively short 
time lag between incurring inventory costs and their sub­
sequent conversion into sales revenue.

Although the cumulative impact of inflation over a number 
of years has resulted in a substantially greater capital in­
vestment to replace productive capacity compared to histori­
cal cost, such greater replacement costs were partially offset 
by technological improvements and design changes which 
often resulted in increased productivity and a maintenance of 
the Company’s profit margin.
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The Commission’s regulations do not specify uniform pro­
cedures for development of replacement costs. In addition, 
the above information necessarily reflects the subjective 
judgement of management and estimations based on avail­
able information.

MALONE & HYDE, INC. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note K: Impact of Inflation (Unaudited)—The impact of 
inflation on the Company’s costs was generally greater than 
the corresponding change in the general price level. The 
Company historically has been able to compensate for cost 
increases because it sells principally on a cost plus basis and 
has therefore maintained normal gross profit margins. 
Nevertheless, there can be no assurance that competitive or 
other factors will not adversely affect continuance of this 
practice.

Replacing items of plant and equipment with assets having 
equivalent productive capacity has usually required a sub­
stantially greater capital investment than was required to 
purchase the assets which are being replaced. The additional 
capital investment principally reflects the cumulative impact 
of inflation on the long-lived nature of such assets.

The Company’s annual report on Form 10-K (a copy of 
which is available upon request) contains specific information 
with respect to the year ended June 25, 1977 replacement 
cost of inventories and productive capacity (generally build­
ings, machinery and equipment), and the approximate effect 
which replacement cost would have had on the computation 
of cost of sales and depreciation expense for the year.

The methods used to calculate the information are not pre­
cise and the determination of replacement cost data only 
applies to select amounts. The Company therefore cautions 
against the use of replacement cost data alone to estimate 
future effects of costs and capital needs. In addition such 
data may not be comparable with other companies because 
of different methods of determination and estimation var­
iances.

MCGRAW-EDISON COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 15: General Comments on the Impact of Inflation 
(unaudited)—Securities and Exchange Commission regula­
tions require the Company to estimate the current replace­
ment cost of inventories, productive capacity, cost of sales 
and depreciation. Although there are no generally accepted 
methods of computing the required data, the Company be­
lieves procedures followed by it are consistent with 
guidelines established by the Commission.

In recent years, primarily because of competitive factors, 
the Company was unable to raise selling prices sufficiently to 
compensate for escalating production costs. An easing of 
inflationary pressures in 1977 and 1976, however, has as­
sisted the Company in restoring overall margins to an ac­
ceptable level.

The Company is principally on the LIFO method of inven­
tory accounting, thus the income statement effect of convert­
ing historical cost of sales to replacement cost is less than it 
would be under other inventory valuation methods. 
Moreover, the Company follows accelerated depreciation 
methods (primarily sum-of-the-years-digits) for financial re­
porting purposes as well as for income tax purposes. These 
methods also reduce the difference between reported histori­
cal depreciation and the amount computed in accordance 
with the Commission’s regulation, which is the straight-line 
method applied to the estimated replacement cost of plant 
and equipment.

For quantitative information with respect to the estimated 
replacement cost of inventories and plant and equipment at 
December 31, 1977 and 1976, and the related estimated 
effect of such costs on cost of sales and depreciation ex­
pense for the years then ended, reference is made to the 
Company’s annual report Form 10-K, a copy of which is 
available on request.

MELVILLE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10: Asset Replacement Cost (Unaudited)—The 
Company’s annual report on Form 10-K (a copy of which is 
available upon request) contains specific information with re­
spect to year-end 1977 and 1976 replacement cost of inven­
tories and productive capacity (generally manufacturing 
facilities, store facilities excluding those rented under operat­
ing leases, equipment and leasehold improvements), and the 
approximate effect which replacement cost would have had 
on the computation of cost of sales and depreciation expense 
for the respective years.

It has been the Company’s experience that the replace­
ment of their plants, equipment and leasehold improvements 
has usually required a greater capital investment than was 
required to purchase the assets being replaced. However, 
this additional capital investment which principally represents 
the cumulative impact of inflation on the long-lived nature of 
these assets (approximately 40 years for plants, 9 years for 
equipment and 7 years for leasehold improvements) is miti­
gated by the fact that inflationary increases have traditionally 
been partially offset by changes in the design and configura­
tion of store facilities and technological improvements in 
manufacturing facilities which have contributed to increased 
sales for the newer stores and increased productivity of the 
newer manufacturing facilities. Also, a significant portion of 
the Company’s productive capacity represents store facilities 
leased under operating leases which are required to be 
excluded from productive capacity in replacement cost calcu­
lations.

The impact of inflation on the calculation of replacement 
cost of the Company’s inventories and cost of sales generally 
reflects the approximate three-four month time lag between 
incurring inventory costs and their subsequent conversion 
into sales revenues. The Company has historically been able 
to adjust prices to compensate for the impact of inflation and 
thus maintain gross profit margins.
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NCR CORPORATION (DEC)

N O T E S  TO  C O N S O L ID A T E D  F IN A N C IA L  S T A T E ­
M E N T S

Note 11: R ep lacem ent Cost Inform ation (Unaudited)—The 
replacement cost of NCR’s productive capacity (principally 
buildings and machinery and equipment) at December 31, 
1977, and December 31, 1976, would exceed the amount of 
the original investment (historical cost) due to effects of infla­
tion on the current cost of these assets. The increased cost 
would be primarily related to the replacement cost of NCR’s 
Appleton Papers Division’s manufacturing facilities. Depre­
ciation expense based on the replacement cost of productive 
capacity for the years ended December 31, 1977, and De­
cember 31, 1976, would be greater than the amount of de­
preciation expense reported in the results of operations dur­
ing those periods: however, the effect on total depreciation 
expense would be offset by the reduction in depreciation 
charges related to the replacement cost of rental equipment. 
The replacement cost of NCR’s investment in rental equip­
ment and business equipment inventories as of December
31, 1977, and December 31, 1976, would decline due to cost 
reductions associated with advances in the state of technol­
ogy which more than compensate for the effects of inflation in 
the general level of costs of personnel and productive capa­
city. Paper, business forms and supply inventories at De­
cember 31, 1977, and December 31, 1976, which were 
stated on a LIFO (last-in, first-out) basis would increase on a 
replacement cost basis. If the costs of inventory sold, exclu­
sive of manufacturing depreciation expense, were adjusted 
to their replacement cost, the effect on 1977 and 1976 con­
solidated cost of products sold would not be material. Furth­
ermore, operating cost savings in manpower and utility ex­
penditures which could result from replacement of existing 
productive capacity with technologically superior equipment 
were not reflected in the replacement cost amounts. The re­
placement cost information should not be considered as 
plans by management to replace productive capacity, rental 
equipment or inventories. Additional information will be pro­
vided in NCR’s annual report on Form 10-K filed with the 
Securities and Exchange Commission.

PFIZER INC. (DEC)

N O T E S  TO  C O N S O L ID A T E D  F IN A N C IA L  S T A T E ­
M E N T S

R e p lac em en t C ost D ata  (u n a u d ited )—The Company’s 
Annual Report on Form 10-K (a copy of which will be availa­
ble on or about March 31, 1978 upon request) contains 
specific information with respect to 1977 and 1976 year-end 
replacement costs of inventories and productive capacity and 
the approximate effect which replacement costs would have 
had on the computation of cost of goods sold and deprecia­
tion expense for 1977 and 1976. This information was pre­
pared pursuant to Rule 3-17 of Regulation S-X of the Secu­
rities and Exchange Commission.

The operating results of the Company reflect such general 
economic trends as changes in the relationship between the 
United States dollar and various foreign currencies, different 
rates of economic growth throughout the world and a con­
tinued high rate of inflation on both labor and material costs. 
Although certain cost increases were not fully compensated 
for by increases in selling prices, the Company will attempt to 
continue to increase its productivity, improve its manufactur­

ing technology and, competitive and regulatory conditions 
permitting, adjust its selling prices in order to offset the nega­
tive impact on its profit margins.

It is the opinion of the Company that the limited replace­
ment cost data, provided in Form 10-K, cannot be used to 
compute the effects of inflation on the Company’s net income 
as reported, without considering other significant factors. For 
example, the impact of general price level changes must be 
recognized. Further, the impact of statutory taxing policies as 
they affect the Company, including the availability of substan­
tial investment tax credits which would result from the re­
placement of productive capacity and the deductibility for in­
come tax purposes of depreciation expense based on such 
replacement costs, must be evaluated.

Replacement Cost Data Presented in Annual 
Report

AVON PRODUCTS, INC. (DEC)

N O T E S  TO  C O N S O L ID A T E D  F IN A N C IA L  S T A T E ­
M E N T S

U naudited  Notes to Consolidated Financial Statem ents (in 
part)

R ep lacem ent Cost D a ta—Based on estimated replace­
ment cost, the following items in the consolidated financial 
statements are (in millions):

Based on
As shown in estim ated
the financial replacem ent

statem ents cost
1 9 7 7 1 9 7 6 1 9 7 7 1 9 7 6

Inventories ......................... $ 2 1 4 .3 $ 1 7 6 .3 $ 2 4 4 $ 2 0 7
Buildings ...............................
Equipment and im prove­

ments ...............................

$ 1 7 0 .7

1 6 6 .6

$ 1 7 1 .1

1 4 9 .2

$ 4 2 0

2 7 0

$ 3 9 0

2 1 0
3 3 7 .3 3 2 0 .3 6 9 0 6 0 0

Less accum ulated de­
preciation ................ 1 4 4 .0 1 3 0 .1 2 8 5 2 3 7

Productive capacity— net 
Land and construction in

1 9 3 .3 1 9 0 .2 $ 4 0 5 $ 3 6 3

progress ......................... 4 3 .3 3 6 .1
Property— n e t ....................
C ost o f goods so ld

$ 2 3 6 .6 $ 2 2 6 .3

(exclud ing  d e prec ia ­
t io n )................................... $ 5 7 8 .5 $ 5 1 1 .4 $ 6 0 8 $ 5 3 3

D ep re c ia tio n  (inc luding
depreciation applica­
ble to cost of goods 
s o ld ) ................................. $  1 9 .6 $  1 8 .8 3 3 $  2 7

The estimated replacement costs are not necessarily cur­
rent market values of existing plant and equipment and inven­
tories. They represent the Company’s estimate of the cost of 
replacement that would be incurred at December 31, 1977 
and 1976, if such assets had been replaced at that time.

The major portion of increases in the cost of raw materials 
have occurred outside the United States, and have included 
perfume oils, chemicals, plastics and glass packaging com­
ponents, and paper products.
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A more detailed description and analysis of replacement 
cost data is contained in the Company’s Annual Report 
(Form 10K) for 1977, as filed with the Securities and Ex­
change Commission.

CLARK EQUIPMENT COMPANY (DEC)
FINANCIAL REVIEW

Current Replacement Cost Information (Unaudited)
This unaudited information as of December 31, 1977 and

1976 and for the years 1977 and 1976 contains disclosures 
of current replacement cost information required by the 
United States Securities and Exchange Commmission in fil­
ings on their Form 10-K and certain other filings (in millions of 
dollars):

Replacement Historical
cost cost

1977
Inventories .......................................  $ 477 $ 361
Cost of sales (exclusive of deprecia­

tion expense)..............................  1,024 1,017
Productive capacity (exclusive of 

land)—
Cost .............................................. 850 454
Depreciated cost.........................  489 270

Depreciation expense......................  56 34
1976
Inventories .......................................  463 362
Cost of sales (exclusive of deprecia­

tion expense)..............................  1,008 997
Productive capacity (exclusive of 

land)—
Cost .............................................. 756 402
Depreciated cost.........................  454 246

Depreciation expense......................  53 33
Replacement cost information for 1976 has been restated 

to include assets located outside the North American conti­
nent and the countries of the European Economic Commun­
ity. Cost of productive capacity and depreciation excludes 
minor operations in the Untied States and Europe which will 
not be replaced.

The replacement cost information is based on estimates 
and judgments which are subject to a high degree of impreci­
sion. The information is not necessarily representative of cur­
rent operating costs and current costs of inventories and pro­
ductive capacity.

The replacement cost of inventories is based on the Fifo 
method of computing inventories, which we believe approxi­
mates the replacement cost of such inventories. The re­
placement cost of sales is based on the Lifo method, which 
we believe approximates the replacement cost method of 
computing cost of sales.

The replacement cost of productive capacity is calculated 
by applying machinery and equipment and structural price 
indexes to historical costs of individual categories of assets. 
The replacement cost of depreciation expense is based on 
the same lives used in the historical cost financial statements 
but on a straight line method, whereas the declining balance 
method is generally used in the historical statements. No 
consideration was given to the related effects on direct labor 
costs, repairs and maintenance, utility and other indirect 
costs as a result of the assumed replacement of productive 
capacity.

COLT INDUSTRIES INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 13: Replacement Cost Data (Unaudited)— In com­

pliance with rules of the Securities and Exchange Commis­
sion, management has estimated the replacement cost of 
certain inventories and productive capacity of the company 
and its consolidated subsidiaries as of December 31, 1977 
and 1976, together with cost of sales and depreciation on the 
basis of replacement cost for the two years then ended.

The replacement cost information presented below does 
not reflect all of the effects of inflation and other economic 
factors on the company’s current costs of operating the busi­
ness. The SEC rule does not require consideration of these 
effects on assets and liabilities other than inventories and 
productive capacity. Further, the replacement cost informa­
tion standing alone does not recognize the customary rela­
tionships between cost changes and changes in selling 
prices. The company has attempted over the years to adjust 
selling prices to maintain profit margins. Competitive condi­
tions permitting, the company expects to modify its selling 
prices to recognize future cost changes. Accordingly, it is 
management’s view that the limited replacement cost data 
presented herein cannot be used alone to compute the total 
effect of inflation on net earnings as reported.

Management also cautions that this information should not 
be interpreted to indicate that the company actually has 
present plans to replace such assets and that actual re­
placement would take place in the form and manner as­
sumed in developing these estimates. The replacement cost 
information is based on the hypothetical assumption that the 
company would replace its entire inventory and productive 
capacity at the end of its fiscal year, whether or not such 
instant replacement were physically possible. In the normal 
course of business, the company will replace its productive 
capacity over an extended period of time. Decisions concern­
ing replacement will be made in the light of economic, reg­
ulatory, and competitive conditions existing on the dates such 
determinations are made and could differ substantially from 
the assumptions on which the data included herein are 
based. If the company’s productive capacity were to be re­
placed in the manner assumed in the calculation of replace­
ment cost of existing productive capacity, many costs in addi­
tion to depreciation (e.g., direct labor costs, repairs and 
maintenance, utility, and other indirect costs) would be al­
tered. Although these expected cost changes cannot be 
quantified with any precision, the current level of operating 
costs other than depreciation would be reduced as a result of 
the technological improvements assumed in the hypothetical 
replacement.

It must be recognized that this required replacement cost 
data is, by its nature, limited in scope, imprecise, and predi­
cated upon certain assumptions and subjective judgments 
which may vary over time and from company to company.

Set forth below is an analysis of management’s estimates 
of the replacement cost of certain of the inventories and pro­
ductive capacity of the company and its subsidiaries at De­
cember 31, 1977 and 1976, together with an estimate of the 
replacement cost of sales and depreciation for the two years 
then ended. Comparable related historical amounts with re­
spect to these same assets, as included in the accompanying 
consolidated balance sheet and statement of earnings, are 
also included for informational purposes.
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1977 1976
Replacement Replacement

Cost Historical Cost Historical
(Unaudited) Cost(a) (Unaudited) Cost(a)

(in thousands)
Inventories—

Finished goods........................................................................................ ..............  $ 112,466 $ 92,425 $ 104,039 $ 85,823
Work in process and finished parts.................................................... ..............  252,729 205,611 229,642 185,075
Raw materials and supplies.................................................................. ..............  104,225 94,462 109,541 98,620

469,420 392,498 443,222 369,518
Less allowance for slow-moving and obsolete items...................... ..............  27,550 27,550 23,665 23,665

$ 441,870 $ 364,948 $ 419,557 $ 345,853
Property, Plant, and Equipment—

Land improvements................................................................................ ..............  $ 24,408 $ 11,949 $ 22,540 $ 11,317
Buildings and equipment....................................................................... ..............  343,640 127,479 324,005 123,088
Machinery and equipment.................................................................... ..............  1,088,227 584,330 1,014,273 554,431
Leasehold improvements....................................................................... ..............  11,756 7,119 10,832 6,765

1,468,031 730,877 1,371,650 695,601
Less accumulated depreciation and amortization.............................. ..............  997,416 411,724 938,553 385,156

$ 470,615 $ 319,153 $ 433,097 $ 310,445
Cost of sales................................................................................................. ..............  $1,235,782 $1,222,948 $1,087,572 $1,074,428
Depreciation—

Included in cost of sales....................................................................... ..............  $ 46,275 $ 33,793 $ 42,059 $ 32,741
Included in other operating costs......................................................... ..............  4,649 3,258 3,357 2,568

$ 50,924 $ 37,051 $ 45,416 $ 35,309
(a)For purposes of comparison with replacement cost, the historical cost data excludes land, ($11,440,000 and $11,949,000), and construction in 

progress, ($21,538,000 and $21,139,000) at December 31, 1977 and 1976, respectively. Machinery and equipment, at historical cost, includes 
capital expenditures for pollution equipment of $9,179,000 and $7,190,000 at December 31, 1977 and 1976, respectively. This pollution equipment 
is reported as construction in progress ($7,512,000 and $2,352,000) and as funds held by custodian for pollution equipment ($1,667,000 and 
$4,838,000) at December 31, 1977 and 1976.

With respect to inventories, replacement cost has been 
estimated based on quantities on hand at the end of the year. 
The excess of replacement cost over historical cost, stated at 
LIFO included above, at both December 31, 1977 and 1976, 
was approximately $70,000,000. There is no significant effect 
on the components of inventory such as depreciation, direct 
labor costs, repairs and maintenance, utility, or other indirect 
costs as a result of the assumed replacement cost of produc­
tive capacity.

Replacement cost of sales was estimated through adjust­
ment of historical cost of sales for the approximate time lag 
between incurring inventory costs and their subsequent con­
version into sales revenue. The replacement cost of sales 
amount does not include any cost savings in direct labor, 
repairs and maintenance, utility, and other indirect costs 
which may result from the replacement of existing assets with 
assets of improved technology.

The estimated replacement cost of productive capacity 
was determined by adjusting historical cost by indices of re­

production cost relevant to the plant and equipment of the 
company. The result was modified by vendor quotations and 
engineering studies to reflect major technological improve­
ments which management intends to incorporate into the 
productive capacity through normal capital expenditure pro­
grams and to reflect anticipated environmental expenditures.

Accumulated depreciation and depreciation expense, on a 
replacement cost basis, are based on the expired economic 
lives used for historical cost purposes and are calculated 
using the straight-line method. Accumulated depreciation 
and depreciation expense on a replacement cost basis were 
computed by adjusting historical cost d epreciation by the 
same reproduction cost indices used to develop the esti­
mated replacement cost of productive capacity. The result 
was modified by the effect on depreciation of changes to 
productive capacity resulting from technological replace­
ments and anticipated environmental expenditures. In certain 
instances, historical depreciation is calculated on an acceler­
ated basis with the corresponding replacement depreciation 
calculated on a straight-line basis.
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CUMMINS ENGINE COMPANY, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 16: Replacement Cost Information (unaudited) — 
Estimated replacement cost data calculated in accordance 
with the regulations of the Securities and Exchange Commis­
sion follow:

$ millions
Inventories ......................................................................................................
Property, plant and equipment:

Buildings .....................................................................................................
Machinery, equipment and fixtures.......................................................

Less accumulated depreciation.................................................................

Cost of goods sold...........................................................................................
Depreciation expense included in:

Cost of goods sold.....................................................................................
Selling, service, administrative, research and engineering..............
Total depreciation expense.....................................................................

Estimated replacement costs are imprecise and are based 
on a number of assumptions and subjective judgments, 
hypothetically assuming replacement of the Company’s pro­
ductive capacity and inventories at year-end. The compara­
ble historical costs do not equal the amounts shown in the 
consolidated financial statements because land, construction 
in progress and minor amounts for discontinued operations 
and excess capacity have been excluded for replacement 
cost data and some leased facilities are included only for 
presenting replacement cost information.

The estimated gross replacement cost of property, plant 
and equipment increased by $166 million during 1977. Ap­
proximately 30 percent of the increase is attributable to the 
addition of productive capacity during the year, and approxi­
mately 14 percent of the increase was caused by the change 
in foreign exchange rates used to translate the replacement 
cost of the Company’s facilities located in the United King­
dom. The remaining increase in the gross replacement cost 
of property, plant and equipment was caused primarily by 
general inflation, which rose at approximately a 10 percent 
rate.

The replacement cost of year-end inventory was estimated 
using the FIFO method adjusted for replacement cost depre­
ciation and inflation in costs during the inventory holding 
period. Over 60 percent of the Company’s cost of goods sold 
is based on the LIFO method of inventory accounting. The 
LIFO-computed amount is a reasonable approximation of the 
cost of goods sold on a replacement cost basis after adjust­
ing for the effects of major fluctuations in LIFO inventory 
levels and for replacement cost depreciation expense. The

Estimated Comparable
Replacement Historical Precentage

Cost Cost RC over HC
1977 1976 1977 1976 1977 1976

$275.7 $229.1 $232.7 $190.6 18% 20%

$289.3 $245.9 $131.4 $115.4 120% 113%
686.6 563.6 351.9 315.5 95% 79%
975.9 809.5 483.3 430.9 102% 88%
485.8 384.6 212.8 183.5 128% 110%

$490.1 $424.9 $270.5 $247.4 81% 72%
$873.5 $706.8 $845.9 $691.1 3% 2%

$ 47.5 $ 41.9 $ 27.5 $ 25.5 73% 64%
7.2 6.1 4.3 3.6 67% 69%

$ 54.7 $ 48.0 $ 31.8 $ 29.1 72% 65%

remaining portion of replacement cost of goods sold was 
estimated from FIFO-determined amounts adjusted for infla­
tion during the average period inventory was held prior to 
being sold and for replacement cost depreciation.

Indexing procedures were used to estimate the December 
31, 1977 replacement cost of about 50 percent of the Com­
pany’s property, plant and equipment, unit pricing method for 
over 30 percent, and direct pricing for less than 20 percent. 
The replacement cost of buildings, ground improvements and 
leasehold improvements was estimated by the Company’s 
facilities engineers using the unit pricing method. The re­
placement cost of most machinery, equipment and fixtures 
was estimated by an indexing method utilizing a series of 
published and special price indexes. For selected items of 
machinery, engine test cells and certain production lines, the 
direct pricing method was used to compute replacement 
costs.

This replacement cost information does not try to report the 
full effect of inflation or other economic factors which influ­
ence operating costs and affect the valuation of monetary 
assets and liabilities. Therefore, the information should not 
be used simplistically to adjust reported net earnings. 
Further, the Company is unable to quantify the operating cost 
savings that could result by replacing productive capacity 
with new assets. During the last several years, the costs of 
raw materials and the investment in productive assets have 
increased substantially. The effect of these factors on profit 
margins has been minimized by improving manufacturing 
productivity, utilizing advance technologies and advancing 
product selling prices.
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 12: Replacement Cost Data (Unaudited)—The finan­
cial statements of the Company are prepared in accordance 
with “generally accepted accounting principles,” which re­
quire the use of historical cost data. Under this principle, 
assets are generally reported at the amounts originally paid 
despite subsequent changes in (1) the purchasing power of 
the dollar, (2) the amount for which the assets could be 
sold—their market value—or (3) the current cost of replacing 
the asset. Liabilities are stated at the amount originally in­
curred even though the current cost of discharging the liability 
might differ therefrom.

In an attempt to begin providing readers of financial state­
ments with the information as to the “current economics” of 
businesses, the Securities and Exchange Commission estab­
lished rules that require certain larger companies to estimate 
and report selected replacement cost data. These rules re­
quire disclosure of the estimated replacement cost of inven­
tories and plant and equipment, cost of sales and deprecia­
tion expense. These disclosures do not reflect the effect of 
inflation on other assets and liabilities of the Company which 
would be necessary to compute the full effect of inflation on 
the earnings of the Company.

Following are estimates of replacement cost for plant and 
equipment, excluding land and construction in progress as of;

Historical Replacement
January 28, 1978 Cost Cost
Total Cost.............................. $1,114,677,000 $1,666,200,000
Accumulated depreciation

and amortization............. 470,808,000 703,800,000
Net book value..........................  $ 643,869,000 $ 962,400,000
Depreciation and amortiza­

tion....................................  $ 56,454,000 $ 84,400,000

Historical Replacement
January 29, 197 7 Cost Cost
Total Cost..............................  $1,040,616,000 $1,539,600,000
Accumulated depreciation

and amortization............. 431,202,000 643,300,000
Net book value..........................  $ 609,414,000 $ 896,300,000
Depreciation and amortiza­

tion........................................  $ 49,429,000 $ 70,700,000

The total historical cost figures above include $94,686,000 
and $92,155,000 of noncapitalized operating lease values 
and an estimated $128,894,000 and $112,788,000 of fully 
depreciated assets still in use, and depreciation includes 
$2,138,000 and $2,059,000 of amortization of the non­
capitalized operating lease values. Each of the above is not 
included in the accompanying financial statements.

The above replacement cost calculation was arrived at by 
reducing by approximately 16%, in both years, the total 
square footage of the existing space, principally in certain of 
the older stores to reflect the sales and productivity gains 
generally achieved in the Company’s newer stores.

Historical cost of sales for 1977 and 1976 were computed 
using the LIFO inventory method which approximates re­
placement cost for cost of sales.

THE MAY DEPARTMENT STORES COMPANY (JAN) The replacement cost values do not necessarily represent 
(1) the amounts for which the assets might be sold, (2) future 
replacement cost which may be incurred in the ordinary 
course of business and which will be subject to operating 
requirements and price levels at the time of replacement, or 
(3) additional book value for shareholders. In addition, if and 
when present facilities are replaced, the additional deprecia­
tion expense resulting from replacement might be materially 
reduced by reduction in repair, maintenance, utility and other 
operating expenses due to such replacement.

The above data have been calculated under guidelines 
established by the Securities and Exchange Commission and 
a designated committee of the National Retail Merchants As­
sociation (NRMA). While the Company believes the princi­
ples employed are generally consistent with those used by 
the other major retailers who comprise the NRMA committee 
there may be sufficient variation in the methodology used by 
each company so as to impair the comparability of the fig­
ures.

For further details of the Company’s determination of re­
placement cost values, including certain inventory data, cal­
culation techniques and a reconciliation of balance sheet 
data to historical costs included in the table above, see the 
Company’s annual report on Form 10K filed with the Secu­
rities and Exchange Commission.

Price Level Data

SHELL OIL COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 18: Unaudited Information
(Not covered by report of independent accountants)

Replacement cost data: As explained in the Financial Re­
view on page 39 the SEC requires certain replacement cost 
data be included in filings with the Commission. In the au­
dited Supplementary Price Level Adjusted Financial Informa­
tion appearing on pages 52 and 53, historical cost informa­
tion has been restated for the effects of changes in the pur­
chasing power of the dollar. Shell believes that this informa­
tion more properly reflects the current economics of its busi­
ness in an inflationary economy that does such replacement 
cost data. Replacement cost data will be included in Shell’s 
Annual Report on Form 10-K filed with the SEC.

SUPPLEMENTARY PRICE LEVEL ADJUSTED FINAN­
CIAL INFORMATION

Continued inflation over time erodes the purchasing power 
of the dollar and distorts traditional measurements of income 
and wealth. During the five years covered by this report the 
purchasing power of the dollar declined 30 percent. In the last 
thirty years it has been reduced to approximately one third of 
its former purchasing power. Financial statements prepared 
under generally accepted accounting principles report the ac­
tual number of dollars received or expended without regard to 
changes in the purchasing power of the currency. Invest­
ments made over extended periods of time are added to­
gether as though the dollars involved were common units of 
measurement. Amortization of these prior period costs is de­
ducted from current period revenues in calculations of net 
income. Since the purchasing power of the dollar has 
changed materially, this change must be considered for a 
proper assessment of economic results.
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Individual business enterprises are affected differently by 
inflation. Holders of monetary assets, such as cash or receiv­
ables, lose purchasing power during inflationary periods 
since these assets will purchase fewer goods and services in 
time. Conversely, holders of liabilities benefit during such 
periods because less purchasing power will be required to 
satisfy their obligations. Rates of return and other financial 
ratios are also influenced greatly by the ages of the invest­
ments and subsequent changes in the purchasing power of 
the dollar.

In the accompanying price level adjusted financial state­
ments all historical dollar amounts have been restated to a 
common unit of measurement, i.e., the December 1977 dol­
lar. For example, a capital asset acquired in 1967 for $1 is 
restated to $1.83 in terms of 1977 dollars for each year 
shown and depreciation is similarly restated. Each year is

therefore expressed on a comparable basis which provides a 
better measure of economic progress.

Profitability ratios for Shell are substantially lower when 
both income and investments are stated in common units of 
measurement. Some of the profits reported for 1977 and prior 
years are therefore not a true economic gain, but merely the 
result of erosions in the purchasing power of the dollar. One 
of the principal factors is depreciation, depletion and amorti­
zation. When the historical cost of assets is restated in equiv­
alent current dollars, the 1977 depreciation provision in­
creased 28 percent or $205 million. Another meaningful 
comparison is the indicated purchasing power gain on long­
term debt relative to the interest and discount amortization on 
this indebtedness. Also, a high proportion of income is ab­
sorbed by taxes. Because income taxation is not restricted to 
the true economic gain, the effective tax burden is often 
greater than that indicated by legislated rates.

Historical
Dollars (Millions of dollars except per share amounts) Dollars of Current Purchasing Power*

1977
Summary Statement of Income

1977 1976 1975 1974 1973

$10,194 Revenues ......................................................................................
Cost and expenses:

$10,407 $10,046 $9,400 $9,566 $6,745

731 Depreciation, depletion, etc.................................................. 936 881 826 778 745
765 Income and operating taxes................................................. 781 842 808 595 352

98 Interest and discount amortization on indebtedness........ 100 85 81 75 83
7,865 Other costs and expenses....................................................

Income before purchasing power gain or loss on
8,041 7,684 7,254 7,510 5,261

735 monetary items.......................................................................
Purchasing power gain (loss) on:

549 554 431 608 304

— Long-term debt........................................................................ 75 69 76 139 98
— Other monetary items............................................................ 11 5 (2) (6) (5)

$ 735 Net income.....................................................................................
Summary Balance Sheet

$ 635 $ 628 $ 505 $ 741 $ 397

$ 2,498 Current assets............................................................................... $ 2,694 $ 2,767 $2,897 $2,570 $2,322
184 Investments and long-term receivables.................................... 220 293 137 154 131

6,156 Property, plant and equipment— net....................................... 7,896 7,035 6,511 6,118 5,865
39 Deferred charges.......................................................................... 45 54 56 50 73

1,587 Current liabilities......................................................................... 1,587 1,749 1,709 1,513 1,305
1,501 Long-term debt............................................................................... 1,501 1,243 1,343 1,161 1,330

524 Deferred credits-federal income taxes.................................... 524 441 410 380 403
$ 5,265 Shareholders' equity.....................................................................

Per Share Data†
$ 7,243 $ 6,716 $6,139 $5,838 $5,353

$ 5.11 Net income..................................................................................... $ 4.42 $ 4.49 $ 3,73 $ 5.50 $ 2.94
$ 1.60 Cash dividends paid.....................................................................

Ratios
$ 1.63 $ 1.51 $ 1.48 $ 1.52 $ 1.64

16.0% Net income to shareholders' equity ......................................... 9 .5% 10.2% 8.7% 13.9% 7.7%
13.6% Net income to total capital.......................................................... 8 .6% 9.0% 7.8% 11.7% 6.6%

7.2% Net income to revenues.............................................................. 6 .1% 6.2% 5.4% 7.7% 5.9%
31.1% Dividends paid to net income.................................................... 36.8% 33.5% 39.8% 27.7% 55.7%
22.2%  Long-term debt to total capital..................................................

*Based on purchasing power of the dollar at December 31, 1977 
†Per weighted average shares outstanding each year.

17.2% 15.6% 17.9% 16.6% 20.0%
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E x p lan a to ry  N o te

T h e  ac c o m p a n y in g  s u p p le m e n ta ry  p rice  level ad ju sted  fi­
n an c ia l in fo rm ation , e x p re ss e d  in te rm s  o f D e c e m b e r 3 1 , 
1 9 7 7  dollars, is b as e d  on th e  historical financia l in form ation . 
B oth th e  su p p le m e n ta ry  and  h istorical in fo rm ation  p resen ted  
h ere  should  b e  read  in con junction  w ith  th e  no tes  a n d  o th er  
financia l s ta te m e n t inform ation  in this A n n u a l R epo rt. T h e  
s u p p le m e n ta ry  p rice  level in fo rm ation  reflects  ad ju s tm en ts  
only  for c h a n g e s  th a t h av e  occu rred  in th e  g e n e ra l p u rch as ­
ing p o w e r of th e  d o lla r as  m e a s u re d  by th e  G ro ss  N atio n al 
P rod uct Im plicit P rice  D efla to r. T h e  am o u n ts  sh o w n , th e re ­
fore, do  not purport to re p re s e n t a p p ra is e d  va lu e , re p la c e ­
m e n t cost, o r a n y  o th er m e a s u re  o f th e  curren t v a lu e  of a s ­
sets.

T h e  A ccou nting  Princip les B o ard  S ta te m e n t N o. 3  and  a  
p ro p o sa l issued  by th e  F in a n c ia l A cco u n tin g  S ta n d a rd s  
B oard  w hich  g ive  g e n e ra l g u id a n c e  for th e  p rep ara tio n  of 
price level financia l s ta te m e n ts , tre a t d e fe rre d  in co m e tax e s  
as n o n -m o n e ta ry  item s. But for p u rp o ses  of S h e ll’s g en e ra l 
price  level re s ta tem en t, such  b a la n c es  w e re  classified  as  
m o n eta ry  item s b e c a u s e  S h e ll b e lieves  th a t w h e n  reversa ls  
o f such  tax  d iffe re n c e s  ta k e  p lace , th e y  g ive  rise im m ed ia te ly  
to ta x a b le  inco m e a n d  to add itional ta x e s  p ay a b le  in curren t 
dollars  a t th a t tim e . H a d  S h e ll fo llow ed  th e  n o n -m o n e ta ry  
tre a tm e n t for d e fe rre d  inco m e tax e s , it is e s tim a te d  th a t re ­
s ta ted  n et in co m e a n d  re s ta ted  s h a re h o ld e rs ’ eq u ity  w ould  
h a v e  b e e n  red u ced  by ab o u t 5  p ercen t o r less in e a c h  of th e  
last five  years .

Report of Independent Accountants
T o  th e  B o ard  o f D irectors  a n d  S h a re h o ld ers  o f S h e ll O il 
C o m p an y ;

W e  h av e  e x a m in e d  th e  con so lid ated  financ ia l s ta te m e n ts  
o f S h e ll O il C o m p a n y  a p p e a rin g  in th e  A n n u a l R epo rts  to  
S h a re h o ld ers  for th e  five y e a rs  e n d e d  D e c e m b e r 3 1 , 1 9 7 7 . 
T h o s e  financia l s ta te m e n ts  do  not re flec t th e  c h a n g e s  in th e  
g en e ra l p urch as ing  p o w e r o f th e  U .S . d o lla r from  th e  tim e  
t ra n s a c t io n s  to o k  p la c e . W e  h a v e  a ls o  e x a m in e d  th e  
s u p p le m e n ta ry  p rice  level ad ju sted  financ ia l in fo rm ation  for 
th e  five  y e a rs  e n d e d  D e c e m b e r 3 1 , 1 9 7 7  res ta ted  fo r effects  
of c h a n g e s  in th e  g e n e ra l p rice  level a s  d escrib ed  in th e  
E xp lan a to ry  N o te  on p a g e  5 3 . In o u r opin ion , th e  s u p p le m e n ­
ta ry  S u m m a ry  S ta te m e n t o f In c o m e , S u m m a ry  B a la n c e  
S h e e t a n d  P e r S h a re  D a ta  sh o w n  on p a g e  5 3  p re s e n t fairly  
th e  h istorical financ ia l in fo rm ation  re s ta ted  in te rm s  of th e  
g en e ra l p urch as ing  p o w e r o f th e  U .S . d o lla r a t D e c e m b e r 31 , 
1 9 7 7  in a c c o rd a n c e  w ith  g u ide lin es , con sisten tly  app lied , 
re c o m m e n d ed  in A ccounting  P rinc ip les  B oard  S ta te m e n t No. 
3  and  a  P ro p o sed  S ta te m e n t o f F in an c ia l A ccounting  S ta n ­
dards , e x c ep t fo r th e  tre a tm e n t, w ith  w hich  w e  concur, of 
d efe rre d  inco m e ta x e s  as  m o n eta ry  item s.

Current-Value Financial Statements

I O W A  B E E F  P R O C E S S O R S ,  I N C .  ( O C T )

Current-Value Consolidated Balance Sheets
Historical

Current Value Cost

Assets
Current Assets:

1977 1976 
Amounts in thousands

1977

Cash ...............................
Accounts receivable, less 

allowance for doubt­
ful accounts..............

$ 15,549 

98,513

$ 11,582 

89,019

$ 15,549 

98,513
Inventories .................... 32,239 38,199 32,239
Deferred tax benefit...... — — 1,578
Prepaid expenses........... 1,182 533 1,182

Total Current Assets. 
Property, Plant and Equip­

ment:
Land and land improve­

ments .........................

147,483

19,136

139,333

16,284

149,061

13,224
Buildings and stockyards 73,875 77,390 43,675
Equipment ...................... 158,236 127,053 98,541
Construction in progress 11,101 4,251 10,830

Less— accumulated de­
preciation...................

262,348

83,111

224,978

69,397

166,270

42,292
— imputed income

taxes........................... 41,696 35,925 —
137,541 119,656 123,978

Other Assets......................... 1,090 1,966 4,488

Liabilities and Stockholders' 
Equity

Current Liabilities:

$286,114 $260,955 $277,527

Notes payable.................
Accounts payable and

$ 4,000 $ - $ 4,000

accrued liabilities ....  
Federal and state income

32,121 30,992 33,699

taxes...........................
Current maturities on

1,805 16,514 1,805

long-term obligations 
Total Current Lia­

bilities .................

2,019

39,945

2,325

49,831

2,019

41,523
Deferred Income Taxes...... — — 14,066
Long-term Obligations......... 58,079 54,284 59,307
Stockholders' Equity............. 188,090 156,840 162,631

$286,114 $260,955 $277,527
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Consolidated Statements of Net Results of Operations 
and Changes in Value

Historical
Current Value Cost

1977 1976 1977
Amounts in Thousands

Results of Operations:
Sales ...............................  $2,023,765 $2,077,158 $2,023,765
Less— cost of products

sold............................  1,947,130 1,991,188 1,937,823
— inventory value

change........................ (3,700) 4,000 —
1,943,430 1,995,188 1,937,823

80,335 81,970 85,942
Expenses:

Selling, general and
administrative.... 27,926 24,746 27,787

Interest expense......  3,258 3,703 3,281
Income taxes............. 21,742 30,302 24,909

52,926 58,751 55,977
Net results of operations 

and inventory value
change........................ 27,409 23,219 29,965

Changes in Value:
Change in current costs 

of depreciable assets
during the year........

Change in current value 
of debt and interest. 

Change in other imputed
taxes...........................

Amount required to rec­
ognize impact on 
stockholders' equity 
of increase in the 
general price level
during the year........

Total of Net Results of Oper­
ations and Changes in 
Value................................

6,383

173

(1,072)

5,709

(1,265)

1,628

(9,003) (6,402)

$ 23,890 $ 22,889 $ 29,965

Current-Value Consolidated Statements of Stockhold­
ers’ Equity

Historical
Current Value Cost

1977 1976 1977
Amounts in Thousands

Balance at beginning of year $156,840 $129,602 $134,292
Amount required to  rec­

ognize impact on 
stockholders' equity 
of increase in general 
price level during the
year............................  9,003 6,402 —

Restated balance at begin­
ning of year..................... 165,843 136,004 134,292
Common stock options

exercised...................  512 488 502
Shares acquired for

treasury..................... (204) (771) (194)
Treasury shares issued.. 259 —  250
Cash dividends paid......  (2,210) (1,770) (2,184)
Net results of operations 

and changes in value
during the year........  23,890 22,889 29,965

Balance at end of year........  $188,090 $156,840 $162,631

NOTES TO CURRENT-VALUE CONSOLIDATED FI­
NANCIAL STATEMENTS

1. General:
In the inflationary environment of the past several years, 

financial information reported on the conventional basis of 
historical costs fails to fully reflect economic reality of the 
financial condition and results of operations of business en­
terprises. As a result, the Company is presenting financial 
statements reflecting the current values of its assets, 
liabilities, operating results and changes in value by estimat­
ing:

a. The current replacement cost for assets and resources 
expected to be retained and net realizable value for 
assets expected to be disposed of.

b. The present value of estimated future cash out-flows 
for liabilities.

c. The imputed income taxes relative to the difference in 
current-value and income tax bases of assets and 
liabilities.

d. The effects of changes in general purchasing power on 
the net resources of the Company.

2. Current Assets and Liabilities:
Current assets and liabilities are stated on the same basis 

as the historical cost basis financial statements except for 
imputed taxes which have been deducted from accounts 
payable and accrued liabilities.

3. Inventories and Cost of Product Sold:
Inventories reported at the year ends are unchanged from 

the historical cost basis statements since the inventories are 
stated at amounts that approximate current replacement cost 
due to the short time span between purchases and sales of 
inventories. However, the prices for live cattle, dressed car­
casses, processed cuts and by-products all fluctuated during 
the years. The prices of these products generally increased 
during fiscal 1977 and generally declined during fiscal 1976.
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The inventory value changes (gain of $3,700,000 in 1977 and 
loss of $4,000,000 in 1976) as reported in the Consolidated 
Statements of Net Results of Operations and Changes in 
Value represent the net changes in the value of inventories 
held throughout the respective years. The inventory value 
changes are measured from the date the product is received 
until the product is shipped.

4. Property, Plant and Equipment:
Property, plant and equipment is stated at current re­

placement cost less accumulated depreciation and imputed 
income taxes. Current replacement cost was developed prin­
cipally by using engineering estimates for the cost of replac­
ing existing productive capacity after giving recognition to 
technological changes and methods by which replacement 
would be expected to be made. The costs so determined 
have not been adjusted for anticipated reductions in operat­
ing expenses as such reductions are not estimated to be 
significant. Accumulated depreciation has been restated to 
reflect depreciation which would have been incurred in 1977, 
1976 and prior years based on the current replacement 
costs. Current-value depreciation expenses for 1977 and 
1976 was $5,746,000 and $5,384,000 greater than the re­
spective historical cost amounts. Such depreciation was cal­
culated on average replacement costs using the straight-line 
method and the historical rates for existing facilities. Costs of 
products sold and selling, general and administrative ex­
penses have been charged for the increased current-value 
depreciation during the years. The increase in replacement 
cost (net of imputed income taxes) of property, plant and 
equipment during the years is reported as a value change in 
the Consolidated Statements of Net Results of Operations 
and Changes in Value.

5. Long-term Obligations:
Long-term obligations are stated at the present value of 

future cash flows (net of imputed income taxes) based on the 
current applicable interest rates at the statement dates. The 
rates include an element for estimated financing costs. 
Current-value interest expense is calculated at average cur­
rent rates for the years.

6. Income Taxes:
Income taxes at rates approximating 50% have been im­

puted on the differences between current-value and income 
tax bases of assets and liabilities. The amounts of imputed 
taxes that have been deducted from the related assets and 
liabilities (added in the case of other assets) in the current- 
value balance sheets are shown below:

October 29, October 30, 
1977 1976

Property, plant and equipment......  $41,696,000 $35,925,000
Accounts payable and accrued

liabilities.......................................  1,578,000 2,139,000
Long-term obligations......................  1,228,000 1,406,000
Other assets.......................................  —  511,000

All changes in imputed taxes are reported as changes in 
value in the Consolidated Statements of Net Results of Op­
erations and Changes in Value.

Income tax expense shown in the current-value results of 
operations is the amount currently payable.

7. Stockholders’ Equity:
The amounts of aggregate earnings required during the 

years to maintain the general purchasing power of stock­

holders’ equity are shown as decreases in changes in value. 
Such amounts are measured by the GNP Implicit Price De­
flator and are comprised of the following:

Year (52 Weeks) Ended 
October 29 October 30, 

1977 1976
Net non-monetary assets................ $9,216,000 $7,306,000
Net monetary assets-liabilities........  574,000 (330,000)
Operations .........................................  (787,000) (574,000)

$9,003,000 $6,402,000

Stockholders’ equity at the beginning of the years and the 
amounts shown for sales and purchases of stock and div­
idends paid during the years have been restated as appropri­
ate to give effect to the increase in general price level during 
the years.

8. Restatement of Prior Year’s Current-Value Statements:
The current-value financial statements for 1976 have been 

restated for the imputation of income taxes on the differences 
between current-value and income tax bases of property, 
plant and equipment, other assets and long-term obligations.

9. Notes to Historical Cost Basis Financial Statements: 
The current-value financial statements and the historical

cost basis information contained therein should be read in 
conjunction with the notes to the historical cost basis financial 
statements.

Current-Value Accountants’ Report
Board of Directors and Stockholders 
Iowa Beef Processors, Inc.
Dakota City, Nebraska

The accompanying consolidated current-value balance 
sheets of Iowa Beef Processors, Inc. and subsidiaries as of 
October 29, 1977, and October 30, 1976 and the related 
current-value statements of net results of operations and 
changes in value and statements of stockholders’ equity for 
the years then ended have been prepared on a current-value 
basis of accounting as more fully discussed in Note 1. The 
current-value basis differs significantly from, and is not in 
accordance with, generally accepted accounting principles. 
Further, the current-value financial statements are not in­
tended to measure the net realizable value or market value of 
the Company taken as a whole.

Because current-value accounting is presently in an ex­
perimental stage, uniform criteria for the preparation and pre­
sentation of current-value financial information have not yet 
been established and acceptable alternatives exist as to the 
nature and content: accordingly, as experimentation pro­
ceeds, the principles followed in the accompanying current- 
value financial statements may be modified.

Our examination of the current-value financial statements 
was made in accordance with generally accepted auditing 
standards and, accordingly, included a review of selected 
data used to obtain current values and such other auditing 
procedures we considered necessary in the circumstances. 
In our opinion, the current-value financial statements referred 
to above are a reasonable and appropriate presentation of 
the information set forth therein on the basis indicated in Note 
1, which basis has been applied in a manner consistent with 
that of the preceding year after restatement (Note 8).
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QUARTERLY FINANCIAL DATA

Effective for fiscal periods beginning on or after December 
26, 1976, Securities and Exchange Commission Regulation 
S-X requires that most companies with actively traded stock 
disclose selected quarterly financial data in a note to the 
financial statements. The note should disclose net sales, 
gross profit, income before extraordinary items and cumula­
tive effect of accounting changes, per share amounts based 
on such income, and net income for each quarter within the 
two most recent fiscal years. The note should also describe 
any infrequently occurring items and the effect and nature of 
year-end or other adjustments.

The S-X requirement pertaining to the disclosure of quar­
terly data applies to financial statements included in Form 
10-K and to financial statements included in annual reports to 
stockholders. Companies whose shares are not actively 
traded or whose size is below certain limits are not required 
to disclose quarterly data. Four hundred and thirty-nine sur­
vey companies disclosed in a note to their 1977 financial 
statements quarterly financial data for each quarter of the 
current and prior year; the corresponding number of survey 
companies for 1976 was 168. Examples of quarterly financial 
data disclosures follow.

ETHAN ALLAN, INC. (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note I: Quarterly F inancial Data (Unaudited) — 
Summarized quarterly financial data of the Company for fis­
cal years 1977 and 1976 are presented on page 8.

Quarterly Financial Data
(In thousands of dollars, except per share amounts)

Summarized quarterly financial data for 1977 and 1976 
are as follows:

1977
Net sales............................................
Gross profit.......................................
Income before extraordinary item..
Net income.........................................
Earnings per share of 

Class A and B Stock
Income before extraordinary 

item
Primary ...........................
Fully diluted....................

Net income
Primary ...........................
Fully diluted....................

1976
Net sales............................................
Gross profit.......................................
Income before extraordinary item..
Net income.........................................
Earnings per share of 

Class A and B stock
Income before extraordinary 

item

First Second Third Fourth
52 Weeks ended 
October 1, 1977

$41,232 $44,315 $43,095 $42,636 $171,278
13,902 14,838 14,297 14,364 57,401
2,052 2,078 2,118 2,457 8,705
2,052 2,078 2,118 2,757 9,005

$.71 $.71 $ .73 $.85 $3.00
.65 .65 .67 .77 2.74

$.71 $.71 $ .73 $.96 $3.11
.65 .65 .67 .86 2.83

$37,363 $40,788 $40,722 $43,754

53 Weeks ended 
October 2, 1976 

$162,627
12,107 13,850 13,591 14,437 53,985

1,679 2,109 2,118 2,005 7,911
1,679 2,109 4,274 2,005 10,067

Primary ........................... $.58 $.72 $ .73 $.69 $2.72
Fully diluted..................... .53 .65 .66 .63 2.47

Net income
Primary ........................... $.58 $.72 $1.48 $.69 $3.47
Fully diluted.................... .53 .65 1.29 .63 3.10
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NOTES TO FINANCIAL STATEMENTS
Note 14: Quarterly Financial Information (Unaudited)— 

The quarterly results for the years 1977 and 1976 are set 
forth in the following tabulation (in thousands, except for 
share amounts):

FAIRCHILD INDUSTRIES, INC. (DEC)

First
1977

Second Third Fourth
Quarter Quarter Quarter Quarter

...........  $88,896 $95,542 $102,707 $112,196
Cost of sales (excluding depreciation and amortization)........................... ...........  77,784 83,449 86,824 92,229
Depreciation and amortization....................................................................... ...........  1,790 1,612 1,725 1,722
Net earnings..................................................................................................... ...........  1,195 1,719 3,116 3,542
Earnings per share:

Primary ...................................................................................................... ...........  $.26 $.37 $.66 $.76
Fully diluted................................................................................................ ...........  $.24 $.32 $.57 $.64

First
1976

Second Third Fourth
Quarter Quarter Quarter Quarter

...........  $53,752 $64,203 $61,319 $84,336
Cost of sales (excluding depreciation and amortization)........................... ...........  45,223 54,224 50,941 73,027
Depreciation and amortization....................................................................... ...........  1,365 1,487 1,795 1,576
Net earnings..................................................................................................... ...........  769 1,242 1,300 1,593
Earnings per share:

Primary ...................................................................................................... ...........  $.17 $.27 $.28 $.35
Fully diluted................................................................................................ ...........  $.16 $.25 $.25 $.31

HERSHEY FOODS CORPORATION (DEC)

NOTES
Note 9: Summary of Quarterly Data (unaudited)
Dollars in thousands except per share figures

Year 1977
Net sales.............................................................................................................
Gross margin......................................................................................................
Income from continuing operations.................................................................
Gain on sale of discontinued operations.......................................................
Net income.........................................................................................................
Net income per common share

Continuing operations................................................................................
Gain on sale of discontinued operations.................................................

Net income per common share......................  .................................

Year 1976
Net sales............................................................................................................
Gross margin......................................................................................................
Income from continuing operations.................................................................
Income (loss) from discontinued operations.................................................
Net income..........................................................................................................
Net income per common share

Continuing operations................................................................................
Discontinued operations.............................................................................

Net income per common share..........................................................

Data previously reported for 1976 and the first three quar­
ters of 1977 have been adjusted for the acquisition of Y & S 
Candies Inc. on a pooling of interests basis.

First Second Third Fourth Year
$173,070 $124,117 $177,543 $196,497 $671,227

54,625 40,505 52,555 69,581 217,266
8,778 4,820 8,221 14,212 36,031

— 5,300 — — 5,300
$ 8,778 $ 10,120 $ 8,221 $ 14,212 $ 41,331

$ .64 $ .35 $.60 $1.03 $2.62
— .39 — — .39

$ .64 $ .74 $.60 $1.03 $3.01

First Second Third Fourth Year
$164,123 $113,616 $147,958 $176,263 $601,960

62,774 40,466 52,752 62,304 218,296
14,738 6,934 11,076 10,937 43,685

15 107 (42) 1,032 1,112
$14,753 $ 7,041 $ 11,034 $ 11,969 $ 44,797

$1.07 $.51 $.80 $ .80 $3.18
— .01 — .07 .08

$1.07 $.52 $.80 $ .87 $3.26
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H. J. HEINZ COMPANY (APR)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 13: Quarterly Results (Unaudited)—-A Summary of 
results of operations for each quarter of 1977 is shown on 
page 41 of the Financial Review and Management’s 
Analysis.

FINANCIAL REVIEW AND MANAGEMENT’S 
ANALYSIS

(Page 41)
Quarterly Results—The following table shows sales, gross 

profit, net income, and earnings per share for each quarter of 
the past two years. Quarterly results have always been influ­
enced by seasonal factors inherent in the company’s busi­
ness, and comparisons between quarters have always been 
most meaningful when made between the same quarters of 
different years. More recently, the required recognition of un­
realized foreign currency fluctuations in income has resulted 
in an additional factor influencing quarterly earnings.

In thousands except earnings per share Sales
Gross
Profit

Net
Income

Earnings 
Per Share

1977 by Quarter
............................  $ 429,560 $129,704 $15,286 $ .64

Second .............................................................................................. ............................  471,552 140,367 19,924 .84
Third ........... ..................................................................................................................  441,194 137,916 17,334 .73
Fourth ............................................................................................................................  526,514 198,573 31,272 1.34
Total ................................................................................................ ............................  $1,868,820 $606,560 $83,816 $3.55

1976 by Quarter
............................  $ 401,481 $115,805 $15,232 $ .67

Second ............................................................................................. ............................  430,251 128,541 15,511 .68
Third ................................................................................................ ............................  427,785 127,288 13,837 .61
Fourth ............................ .................................................................. ............................  490,174 149,828 29,380 1.25
Total ................................................................................................ ............................  $1,749,691 $521,462 $73,960 $3.21

During the fourth quarter of 1977, certain promotional al­
lowances previously charged to advertising were reclassified 
as a reduction of sales. Accordingly, sales and gross profit for 
previously reported periods have been restated with no effect 
on net income. These are restated for the affected quarters of 
1977 and 1976 in the following table.

In thousands
Sales

As Reported As Restated
Gross Profit 

As Reported  As Restated
1977 by Quarter
First ............................................................................... ...............................................  $ 463,453 $ 428,560 $163,597 $129,704
Second .......................................................................... ................................................  510,054 471,552 178,869 140,367
Third ............................................................................. ................................................ 473,569 441,194 170,291 137,916

1976 by Quarter
First ...............................................................................................................................  $ 434,313 $ 401,481 $148,637 $115,805
Second .......................................................................... ................................................  464,018 430,251 162,308 128,541
Third ............................................................................. 427,785 159,934 127,288
Fourth ........................................................................... ................................................  523,597 490,174 183,251 149,828
Total ............................................................................. ................................................  $1,882,359 $1,749,691 $654,130 $521,462
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HEWLETT-PACKARD COMPANY (OCT)

NOTES TO THE FINANCIAL STATEMENTS
Note 9: Quarterly earnings (unaudited)—The unaudited 

summary of quarterly earnings for years ended October 31, 
1977 and 1976, is presented on page 26.

SUMMARY OF QUARTERLY EARNINGS (Unaudited)

Three Months Ended

1977

January 31 April 30 
(Millions)

July 31 October 31

Total revenues ............................................................................ .................................  $301.5 $345.2 $345.1 $382.1
Cost of goods sold.................................................................... ........................................ 140.6 154.1 155.4 172.1
Research and development...................................................... .................................  28.3 30.1 31.3 35.7
Marketing .................................................................................. .................................  44.6 50.9 52.2 59.8
Administrative and general...................................................... .................................  38.9 49.6 47.0 49.9
Interest ....................................................................................... .................................  .9 1.0 1.0 1.3
Earnings before taxes on income............................................ .................................  48.2 59.5 58.2 63.3
Taxes on income......................................................................... .................................  22.1 27.4 27.7 30.5
Net earnings............................................................................... .................................  $ 26.1 $ 32.1 $ 30.5 $ 32.8
Net earnings per share.............................................................
1976

.................................  $ .93 $ 1.13 $ 1.07 $ 1.14

Total revenues ............................................................................ .................................  $237.6 $283.3 $280.9 $321.8
Cost of goods sold..................................................................... .................................  114.4 134.8 136.6 149.8
Research and development...................................................... .................................  24.8 27.1 27.8 27.9
Marketing .................................................................................. .................................  41.3 44.5 44.5 46.3
Administrative and general...................................................... .................................  30.1 34.6 34.5 39.9
Interest .............. ........................................................................ .................................  .5 .8 1.2 1.6
Earnings before taxes on income............................................ .................................  26.5 41.5 36.3 56.3
Taxes on income........................................................................ .................................  11.4 17.8 17.8 22.8
Net earnings......................... ..................................................... ................. ...............  $ 15.1 $ 23.7 $ 18.5 $ 33.5
Net earnings per share............................................................. .................................  $ .54 $ .86 $ .65 $ 1.19

On May 2 0 , 1977, the Board of Directors approved in prin­
ciple a Supplemental Pension Plan which became effective 
as of November 1, 1976 (see note 5 to the Financial State­
ments). To meet the anticipated 1977 expense of the ap­
proved plan, a $6 million accrual was made in the second 
quarter for the entire first half. Additional $3 million accruals 
were made in both the third and fourth quarters.
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WALTER KIDDE & COMPANY INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Quarterly Results (Unaudited)—Quarterly net sales, gross 

margin (which is the difference between sales and cost of 
sales), income before extraordinary items and related per 
share amounts are as follows:

Income
Before Per Shore*

Net Gross Extraordinary Fully
Sales Margin Items* Primary Diluted

(dollars in millions except per share amounts)
First

1977 ........................................................................................  $317.2 $74.3 $10.8 $ .98 $ .94
1976 ........................................................................................  282.2 66.1 9.9 .94 .90

Second
1977 ........................................................................................  343.7 79.8 12.5 1.15 1.09
1976 ........................................................................................  304.8 72.9 11.6 1.07 1.01

Third
1977 ........................................................................................  408.5 103.6 15.3 1.35 1.22
1976 ........................................................................................  325.5 73.2 11.9 1.09 1.03

Fourth
1977 ........................................................................................  405.6 109.9 18.1 1.63 1.42
1976 ........................................................................................  320.5 80.2 15.1 1.40 1.30

* Income before extraordinary items and net income are the same for all quarters presented except for the fourth quarter of 1976, which includes a 
net extraordinary credit of $13,014,000 resulting in net income for that quarter of $28,065,000 and related per share amounts of: primary— $2.66  
and fully diluted-— $2.41— (see "Extraordinary Items").

As a result of shares issued during 1977 and 1976, earn­
ings per share for each year’s four quarters, which are based 
on average shares outstanding during each quarter, do not 
equal the annual earnings per share, which are based on the 
average shares outstanding during each year.

Results for the third and fourth quarters of 1977 include 
amounts of Victor Comptometer Corporation which was ac­
quired in July 1977 (see “Acquisition of Victor Comptometer INTERNATIONAL MINERALS & CHEMICAL 
Corporation”). All of the above amounts include all normal CORPORATION (JUN) 
and recurring adjustments including, in the fourth quarter, the
effects of annual inventories. NOTES TO CONSOLIDATED FINANCIAL STATE­

MENTS
(Dollars in millions except per share amounts)

Quarterly Earnings Information (Unaudited)

Quarter First Second Third Fourth
Fiscal 1977
Net sales................................ $280.1 $301.2 $331.7 $367.2
Gross margins........................ 65.0 73.6 75.3 75.7
Earnings before income

taxes................................. 39.1 44.7 43.6 36.7
Net earnings......................... 24.6 27.9 27.1 28.5
Earnings per share

Primary............................ $1.38 $1.59 $1.52 $1.60
Fully diluted..................... 1.34 1.54 1.49 1.56

Fiscal 1976
Net sales................................ $292.2 $313.7 $320.3 $333.8
Gross margins........................ 82.5 89.3 85.9 67.9
Earnings before income

taxes................................. 56.4 65.0 63.9 39.9
Net earnings......................... 32.1 37.7 36.2 29.2
Earnings per share

Primary ........................... $1.86 $2.16 $2.07 $1.64
Fully diluted..................... 1.75 2.06 1.97 1.60
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Income tax provisions in 1977’s fourth quarter were lower 
than last year’s fourth quarter and this year’s third quarter 
due to lower pre-tax earnings and a change in the estimate of 
U.S. foreign tax credits. Income and tax provisions in 1976’s 
fourth quarter were lower than 1976’s third quarter as a result 
of lower earnings and a change in the estimate of the effec­
tive Canadian income tax rate.

INGERSOLL-RAND COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 13: Quarterly Financial Data (Unaudited) —The fol­

lowing quarterly financial data includes that reported for the 
first three quarters of 1977, restated to include the operating 
results of Western Land Roller Company, acquired in the 
fourth quarter of 1977 and accounted for as a pooling of 
interests.

Net Cost of Operating Net

Primary
Earnings

Per

Fully
Diluted

Earnings
Per

1976
First quarter..................................................

Sales Goods Sold Income Income Share Share

..............................  $ 457,282
(In thousands of dollars)

$ 322,791 $ 58,698 $ 30,020 $1.51 $1.46
Second quarter............................................... ....................................  490,754 347,458 65,896 30,477 1.53 1.48
Third quarter.................................................. 336,529 58,889 26,242 1.31 1.27
Fourth quarter................................................. 500,317 367,543 50,309 20,148 .98 .98

Year 1976................................................. ..............................  $1,921,611 $1,374,321 $233,792 $106,887 $5.33 $5.19
1977
First quarter:

As reported .............................................. ..............................  $ 503,127 $ 355,299 $ 68,412 $ 29,190 $1.46 $1.42
Acquired company................................... ..............................  7,087 5,775 887 450 — —

As restated...................................... ..............................  510,214 361,074 69,299 29,640 1.47 1.43
Second quarter:

As reported ......................................... ..............................  513,518 362,897 66,289 27,058 1.35 1.31
Acquired company................................... ..............................  8,913 6,657 1,715 871 — —

As restated......................................... ..............................  522,431 369,554 68,004 27,929 1.38 1.34
Third quarter:

As reported.............................................. ..............................  507,102 358,995 64,545 26,682 1.33 1.30
Acquired company................................... ..............................  4,268 3,073 692 356 — —

As restated.......................................... ..............................  511,370 362,068 65,237 27,038 1.33 1.30
Fourth quarter................................................. ..............................  568,803 392,928 84,471 33,059 1.65 1.59

Year 1977................................................. ..............................  $2,112,845 $1,485,624 $287,011 $117,666 $5.83 $5.66
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Section 2: Balance Sheet

BALANCE SHEET TITLE

T a b le  2 -1  s u m m a riz e s  th e  titles  u sed  to  d e s c r ib e  th e  
s ta te m e n t o f assets , liabilities a n d  s to ckh o ld ers ’ equ ity .

TABLE 2-1: BALANCE SHEET TITLE

1977 1976 1975 1974
Balance Sheet........................
Statement of Financial

534 534 537 526

Position ...........................
Statement of Financial

53 54 48 58

Condition ....................... 13 12 15 16
Total Companies............. 600 600 600 600

TABLE 2-3: CASH—BALANCE SHEET CAPTIONS

1977 1976 1975 1974
Cash ......................................
Cash includes certificates of

459 468 469 469

deposit or time deposits 
Cash combined with market-

76 68 64 75

able securities................ 65 64 67 56
Total Companies.............. 600 600 600 600

CASH
T a b le  2 -3  sho w s th a t m o re  than  7 5 %  o f th e  su rv e y  c o m ­

p an ie s  p re s e n t cash  as  a  s ing le  item  and  use th e  caption  
cash. O f th e  6 5  c o m p a n ie s  sho w ing  a  b a la n c e  s h e e t caption  
co m b in in g  c a s h  a n d  m a rk e ta b le  s e c u ritie s , 2 4  d isc lo sed  
s e p a ra te  a m o u n ts  in a  n o te  to  th e  f in a n c ia l s ta te m e n ts . 
Eighty c o m p a n ie s , in add ition  to sho w ing  a  cap tion  for cash , 
p res e n te d  a  s e p a ra te  cap tion  for certifica tes  of d ep o s it or 
tim e  d eposits . E x a m p le s  o f cap tion s  for cash  a n d  c ash  item s  
follow.

COLT INDUSTRIES INC (DEC)

BALANCE SHEET FORMAT

B a la n c e  s h e e t fo rm ats  inc lude th e  acco u n t form , th e  report 
fo rm , a n d  th e  f in a n c ia l position  fo rm . T h e  a c c o u n t form  
sho w s total a ssets  on  th e  le ft-h an d  s ide  e q u a l to  th e  sum  of 
liabilities and  s to ckh o ld ers ’ equ ity  on th e  rig h t-han d  s ide . T h e  
report form  sho w s a  d o w n w ard  s e q u e n c e  of e ith e r total a s ­
se ts  m in us  total liabilities e q u a l to  s to ckh o ld ers ’ equ ity  o r total 
a ssets  e q u a l to  total liabilities p lus s to ckh o ld ers ’ equity . T h e  
financia l position form , a  varia tio n  of th e  report form , show s  
n o n cu rren t a ssets  a d d e d  to a n d  n o n cu rren t liabilities d e ­
d ucted  from  w orking  cap ita l to a rrive  a t a  b a la n c e  e q u a l to  
s to c k h o ld e rs ’ e q u ity . T a b le  2 -2  s u m m a riz e s  th e  b a la n c e  
s h e e t fo rm ats  u sed  by th e  su rv e y  c o m p an ies .

TABLE 2-2: BALANCE SHEET FORMAT

1977 1976 1975 1974
Account form......................... 386 409 409 424
Report form ........................... 202 181 180 163
Financial position form ........ 12 10 11 13
Total Companies.............. 600 600 600 600

Current Assets
Cash, including certificates of de­

posit of $34,506 and $17,911

1977
($000)

$ 47,782

1976 

$ 23,722
Marketable securities, at cost (ap­

proximates market)..................... 57,147 46,597
Accounts and notes receivable—

Trade ........................................... 211,500 173,580
O ther............................................ 9,170 6,156

Less allowance for doubtful ac­
counts

220,670

5,106

179,736

4,293

Inventories (Notes 1 and 13)—
215,564 175,443

Finished goods............................
Work in process and finished

92,425 85,823

parts....................................... 205,611 185,075
Raw materials and supplies...... 94,462 98,620

Less allowance for slow-moving
392,498 369,518

and obsolete items.............. 27,550 23,665
364,948 345,853

Deferred income taxes (Note 3 )... . 16,515 12,530
Other current assets......................... 6,973 9,936
Total current assets......................... $708,929 $614,081
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C O N S O LID ATED  FO ODS C O R P O R ATIO N  (JUN) NO RTH AM ER IC AN  PHILIPS C O R P O R ATIO N  (DEC)

Current Assets:
Cash, short-term investments 

and marketable securities... 
Trade accounts receivable, less 

allowances of $18,997 in 
1977 and $18,180 in 1976

1977 1976
($000)

$100,766 $114,722

239,966 234,187

NOTES TO FINANCIAL STATEMENTS
Cash, Short-Term Investments and Marketable  

Securities—This balance sheet caption included:

July 2, July 3,
(in thousands) 1977 1976
Cash .................................................. $ 10,243 $ 11,445
Certificates of deposit...................... 71,590 72,894
Marketable securities, principally 

commercial paper, at cost which
approximates market................. 18,933 30,383

$100,766 $114,722

EVANS PR O D UCTS C O M P A N Y  (DEC)

1977 1976
($000)

Current Assets
Cash ............................................ $31,170 $24,535

NOTES TO FINANCIAL STATEMENTS
Compensating Cash Balances— During 1977 and 1976, 

informal arrangements were maintained with a number of 
banks which generally required the Company and its uncon­
solidated subsidiaries to maintain compensating cash bal­
ances of 10% of the average daily loan commitments plus 
10% of the average daily outstanding debt balances. As of 
December 30, 1977, both requirements under the Com­
pany’s revolving credit agreement was reduced to 7½%. At 
December 31, 1977, the cash balance includes $12.7 million 
of such compensating balances.

JO H N S -M AN VILLE  C O R P O R ATIO N  (DEC)

CURRENT ASSETS
Cash (including time deposits of 

$ 1 9 ,4 5 0 ,0 0 0  in 1977,
$9,580,000 in 1976)..........

Marketable securities, at cost
(approximates market)........

Accounts receivable (net of al­
lowances of $5,497,000 in 
1977, $4,909,000 in 1976)

1977 1976
($000)

$ 39,471 $ 25,064

120,553 66,132

262,655 239,318

Current assets
Cash, including time 

deposits— $ 5 ,5 5 8 ,0 0 0  
($ 1 7 ,1 0 0 ,0 0 0 — 1976)
(Note 2 ) .................................

Commercial paper, at cost........
Accounts and notes receivable, 

less estimate for doubtful 
accounts, allowances and 
returns— $ 1 8 ,9 8 1 ,0 0 0  
($17,698,000— 1976)........

1977 1976
(Thousands)

$ 13,812 $ 54,818
—  28,038

356,422 301,272

Note 2: Cash—At December 31, 1977, $2,835,000 of time 
deposits were not available for general corporate use. Such 
deposits collateralize other current liabilities of an equivalent 
amount.

H. H. RO BERTSO N C O M PAN Y (DEC)

Current assets:

1977
($000)

1976

Cash ............................................ $ 7,464 $ 4,256
Time deposits..............................
Accounts and notes receivable, 

less allowance for doubtful 
accounts: 1977, $2 ,742;

13,943 20,943

1976, $2,625 ...................... 74,359 75,852

TH E S IN G ER  C O M PAN Y (DEC)

1977 1976

Current Assets:
(Amounts in Millions)

Cash and cash equivalents (note 2) 
Accounts receivable:

Trade:

$ 96.9 $ 108.6

Instalment (note 3 ) .............. 172.2 156.2
O ther...................................... 179.0 188.4

Miscellaneous ............................. 38.4 60.4

Less:
389.6 405.0

Unearned carrying charges . 
Allowances for doubtful ac­

counts................................

40.0

16.6

31.6

17.7
333.0 355.7

Inventories (note 4 ) ......................... 475.8 423.5
Prepaid expenses..............................
Current assets of discontinued op­

erations (note 9 ).........................

10.4

62.7

10.9

167.8
Total current assets. $978.8 $1,066.5

Note 2: Cash and Cash Equivalents— Included in cash and 
cash equivalents at December 3 1 , 1977 and 1976, are $20.5 
million and $48.1 million, respectively, representing compen­
sating balances pursuant to various informal arrangements 
with banks in the United States requiring the maintenance of 
average balances. Such arrangements do not legally restrict
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the availability or the use of these funds. Of the total compen­
sating balances at December 31, 1977, $19.2 million relates 
to the Company’s Revolving Credit and Term Loan Agree­
ment, with a group of 30 banks. The remainder of $1.3 million 
was in connection with short-term bank lines to assure the 
availability of credit facilities to the Company. The monthly 
average of compensating balances during 1977 and 1976 
was $31.0 million and $47.9 million, respectively.

Cash equivalents at December 31, 1977 and 1976, 
amounted to $15.3 million and $17.8 million, respectively, 
including bills of exchange accepted by a wholly owned, un­
consolidated finance company located outside the United 
States of $8.3 million in 1977 and $12.7 million in 1976. The 
remainder of the cash equivalents consists primarily of time 
deposits.

SQUIBB CORPORATION (DEC)

TABLE 2-4: MARKETABLE SECURITIES— 
VALUATION

1977 1976 1975 1974
Cost

Approximates market ... 261 248 232 228
No reference to market. 7 15 19 31
Market value disclosed.. 4 5 7 17

Lower of cost or market.... 30 28 25 15
Market value......................... 3 4 8 7

305 300 291 298
Valuation basis not disclosed 73 88 66 66

378 388 357 364
Companies not showing 

marketable securities as
current assets................. 222 212 243 236

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

1977
($000)

1976

Current Assets:
Cash .................................................. $ 22,037 $ 37,097
Time deposits....................................
Marketable investments, at cost

21,746 23,364
Lower of Cost or Market

(approximates market)..............
Receivables, less allowance for

7,369 445
CANNON MILLS COMPANY

doubtful items of $ 8 ,58 2
($7,403 in 1976)........................ 284,738 242,505

Current Assets:

MARKETABLE SECURITIES IN 
CURRENT ASSETS

Chapter 3A of ARB No. 43 states in part:

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

FASB Statement of Financial Accounting Standards No. 
12 requires that marketable equity securities (capital stock, 
other than preferred stock subject to redemption or treasury 
stock, warrants and options) be carried at lower of aggregate 
cost or market value. Statement No. 12 also specifies infor­
mation which the financial statements should disclose about 
marketable equity securities.

Table 2-4 shows the valuation bases at which marketable 
securities are included in the balance sheet. Although many 
of the survey companies presented marketable securities as 
current assets; only a few survey companies disclosed that 
the amounts shown for marketable securities included mar­
ketable equity securities. Examples of marketable security 
presentations follow.

1977 1976

Cash ............................................  $ 10,049,954 $ 11,672,386
Marketable securities (Note 1) . 12,022,107 32,438,437
Accounts receivable (/ess a l­

lowances for doubtful a c ­
counts and discounts, D e­
c e m b e r 29 , 1 9 7 7 —
$1,689,783; Decem ber 30  
1976— $ 1 ,4 0 1 ,6 4 0 ) (N ote
2 ) ............................................  92,860,508 74,130,350

Inventories (Notes 1 and 3) ... 66,448,599 62,661,026
Prepaid expenses........................ 476,522 439,678

Total current assets......  181,857,690 181,341,877

NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Summary of Significant Accounting 

Policies:
Marketable Securities— Marketable securities (including 

temporary cash investments, December 29, 1977— 
$10,000,000; December 30, 1976—$30,200,000) are carried 
at the lower of cost or quoted market value of each security.

The cost of marketable securities at December 29, 1977 
and December 30, 1976 was $12,537,000 and $32,887,000, 
respectively, and at December 2 9 , 1977 the gross unrealized 
gains and losses pertaining to these securities were 
$181,000 and $515,000, respectively.

During fiscal 1977 and 1976 there were no realized gains 
or losses from sales of marketable securities.

In fiscal 1977, $66,500 was deducted from income and in 
fiscal 1976, $289,000 was added to income as a result of the 
lower of cost or market adjustments.
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CHRYSLER CORPORATION (DEC)

Current Assets:
Cosh ..................................................
Time deposits....................................
Marketable securities— at lower of

cost or market............................
Accounts receivable (less allowance 

for doubtful accounts:
1977— $21.9 million; 1976—

$25.1 million)........................
Inventories— at the lower of cost 

(substantially first-in, first-out)
or market...... ..............................

Prepaid insurance, taxes and other
expenses ......................................

Income taxes allocable to the fol­
lowing y e a r.................................

Total Current Assets.............

1977 1976
(in millions of dollars)

$ 207.6  
41.7

159.5

896.7

2,622,6

141.2

83.5
$4,152.8

$ 168.4 
218.1

185.5

797.6

2,354.0

102.4

52.3
$3,878.3

THE PITTSTON COMPANY (DEC)

1977 1976
Current Assets:

Cash ............................................  $ 33,128,000 $ 21,515,000
Short-term investments..............  130,775,000 167,784,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Short-Term Investments— Short-term investments are car­
ried at the lower of cost or market value.

Note 2: Short-Term Investments—Consist of the following;

December 31 
1977 1976
(In thousands)

Marketable equity securities, car­
ried at cost (market 
$ 3 ,1 6 0 ,0 0 0  in 1977 and
$1,713,000 in 1976)................

Other investments:
Certificates of deposit and time

deposits...................................
U.S. Treasury b ills .....................
U.S. Treasury notes...................
U.S. Government obligations 

acquired under repurchase
agreements.............................

Debentures of U.S. Export- 
Import Bank...........................

$ 3,139 $ 1,314

56,006 38,821
29,403 2,788

— 50,287

27,800 60,000

14,427 14,574
$130,775 $167,784

1977 1976
(Dollars in thousands)

Current Assets
Cash ..................................................  $ 18,563 $ 20,507
Marketable Securities......................  78,221 101,941
Receivables:

Trade— Net of Allowance for 
Doubtful Receivables 
(1977— $2,183; 1976—
$ 2 ,2 4 3 ).................................  190,668 155,040

Notes and Other.........................  21,538 20,982

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Marketable Securities— Marketable securities are stated 
at the lower of aggregate cost or market.

NOTES TO FINANCIAL STATEMENTS 

MARKETABLE SECURITIES

1977 1976
(Dollars in thousands)

Marketable Securities— at cost....... $79,015 $102,596
Approximate gross unrealized loss­

e s ..................................................  (1,171) (1,309)
Approximate gross unrealized gains 377 654
Valuation allowances........................ (794) (655)
Marketable Securities— at market. $78,221 $101,941
Valuation allowance decrease (in­

crease) included in income........  $ (139) $ 2,629
Realized net gain (loss)— specific

identification method.................  $ 301 $ (14)

STAUFFER CHEMICAL COMPANY (DEC)

At Cost—Approximates Market

ALPHA PORTLAND INDUSTRIES, INC. (DEC)

1977 1976
($000)

Current Assets:
Cash ............................................  $ 2,110 $ 2,229
Short-term investments and 

marketable securities (Note
3 ) ............................................  38,163 41,520

Accounts receivable (net of al­
lowance for doubtful ac­
counts of $476 and $205 in
1977 and 1976)...................  25,646 21,630

Note 3: Short-Term Investments and Marketable  
Securities—Short-term investments and marketable secu­
rities are carried at cost plus accrued interest, which approx­
imates quoted market value.



Marketable Securities 113

AMPCO-PITTSBURGH CORPORATION (DEC) FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION (DEC)

1977 1976
Current Assets

Cash ............................................ $ 2,042,226 $ 2,267,852
Time deposits..............................
Commercial notes, at cost,

371,432 522,888 Current assets:
Cash ............................................

which approximates market 
Receivables, less allowance for 

doubtful accounts of

4,489,676 Temporary cash investments at 
cost, which approximates 
market ...................................

$335,500 and $ 317 ,740 ... 10,797,900 10,171,458 Accounts and notes receivable, 
less allowance for doubtful 
amounts of $2,330,000 and

AVON PRODUCTS, INC. (DEC)

1977
Current assets

1976

$2,766,000 ...........................

GULF OIL CORPORATION
Cash .................................................. $ 23,975,000 $ 23,086,000
Short-term investments...................
Accounts receivable (less allowance 

for doubtful accounts of

360,376,000 339,228,000

Current assets
$7,411,000 and $8,452,000). 124,196,000 107,375,000 Cash and marketable securities

1977 1976
($000)

$10,876 $14,606

32,165 12,292

72,670

1976

82,230

1975
(Millions of Dollars)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Accounting Policies (in part)
Short-term investments— Short-term investments are 

stated at cost plus accrued interest, which approximates 
market value.

Short-Term Investments— Short-term investments con­
sisted primarily of certificates of deposit, time deposits in U.S. 
banks, commercial paper and U.S. government securities at 
December 31, 1977.

CUMMINS ENGINE COMPANY, INC. (DEC)

1977 1976
($000)

Current assets:
Cash ............................................  $ 9,005 $ 9,591
Short-term investments..............  34,566 40,870
Receivables less allowance for 

doubtful amounts of $6,808
and $5,848 ...........................  164,458 143,982

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part):
Short-term Investments—Short-term investments are re­

corded at cost which approximates year-end market value. 
Investments at December 31, 1977 and 1976 include:

$ millions 1977 1976
Time deposits....................................  $24.5 $ 4.0
Certificates of deposit......................  4.1 11.9
Short-term securities under re­

purchase agreements.................. 6 .0 25.0
$34.6 $40.9

(Note 4 ) .................................
Receivables (less allowance of 

$48 and $45 million) (Note 
5 )....................................

$1,989

................................... 2,907

Note 4—Cash and Marketable Securities

$1,837

2,356

December 31 
1976 1975

Millions of Dollars
Cash ...................................................
Time deposits and certificates of

deposit................................. ........
Marketable securities......................

United States......................................
Canada ...............................................
Other Foreign....................................

$ 54

1,028 
907 

$1,989  
$ 821 

461 
707 

$1,989

$ 83

910 
844 

$1,837  
$ 819 

232 
786 

$1,837

Marketable securities are stated at cost which approxi­
mates market.

ELI LILLY AND COMPANY (DEC)

1977 1976
Current Assets
Cash ................................................... $ 32,601,000 $ 33,507,000
United States government and 

government-guaranteed secu­
rities, and interest-bearing cash 
deposits— at cost (approxi­
mately market)............................  404,377,000 363,570,000

Accounts receivable, after deduct­
ing allowances of $12,463,000  
(1977 ) and $ 1 1 ,2 7 0 ,0 0 0
(1 97 6 )........................................... 299,317,000 279,809,000
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REPUBLIC STEEL CORPORATION (DEC)

Current Assets
Cash ............................................
Short-term money market in­

vestments ..............................
Accounts receivable— trade, 

less allowances for possible 
losses ($2,600,000 in each 
year).......................................

1977 1976
(Thousands of Dollars)

$ 21,068  

28,884

255,173

$ 17,085 

28,890

187,923

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Accounting Policies (in part)
Short-Term Money Market Investments: Investments are 

valued at cost and accrued interest which approximates mar­
ket.

SARGENT-WELCH SCIENTIFIC COMPANY (DEC)

1977 1976
Current Assets:

Cash ............................................  $ 828,000 $ 863,000
Marketable securities, at cost 

plus accrued interest, which 
approximates market (Note
9 ) ............................................  5,216,000 8,034,000

Accounts receivable, less allow­
ance for doubtful accounts of 
$402,000 and $370,000,
respectively (Note 11).......... 12,046,000 12,968,000

Note 9—Marketable Securities: Marketable securities at 
December 31, 1977 and 1976, carried at cost plus accrued 
interest, which approximates market, were as follows:

1977 1976
Name of Issuer and Cost Plus Cost Plus
Title of Each Issue Principal Interest Principal Interest
Commercial Paper:

General Motors Acceptance Corp. ... $1,200,000 $1,201,000 $ 600,000 $ 608,000
Walter Heller............................................ 900,000 901,000
Montgomery Ward.................................. 800,000 800,000 800,000 801,000
International Harvester.......................... 250,000 250,000
Household Finance.................................
Commercial Credit Corp.........................
Ford Motor...............................................
Westinghouse .......................................
Prudential Leasing.................................

1,000,000
500,000
500,000
500,000
200,000

1,001,000
502,000
503,000
503,000
200,000

1,000,000 1,001,000

Certificates of Deposit:
The Northern Trust Company............... 1,000,000 1,000,000
First National Bank of Kansas City___ 1,125,000 1,131,000
Bank of Commerce................................. 500,000 506,000 350,000 350,000

U.S. Treasury Bills.......................................
$5,216,000

2,000,000 1,992,000
$8,034,000
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TABLE 2-5: CURRENT RECEIVABLES

1977 1976 1975 1974
Trade Receivable Captions
Accounts receivable............. 202 206 215 207
Receivables ...........................
Accounts and notes

156 169 174 172

receivable ...................... 155 145 148 160
Trade accounts receivable .. 87 80 63 61
Total Companies.................... 600 600 600 600

Receivables Other Than 
Trade Receivables

Tax refund claims................ 59 49 46 43
Investees .............................. 25 29 29 23
Installment notes or accounts 24 22 37 39
Government ......................... 18 19 30 25

RECEIVABLES

Table 2-5 summarizes both the descriptive titles used in 
the balance sheet to describe trade receivables and the types 
of receivables, other than trade receivables, which the survey 
companies showed as current assets. Examples of receiva­
bles shown as current assets follow.

Income Tax Refund Claims

BETHLEHEM STEEL CORPORATION (DEC)

1977 1976
(dollars in millions)

Current Assets:
Cash ................................................... $ 55.4 $ 45.6
Marketable securities, at cost (ap­

proximating market)...................  183.4 355.6
Receivables, less allowances of

$6,300,000 and $6,100 ,000 .. 496.7 421.5
Refund of income taxes paid in prior

year (Note L)................................ 134.0 38.4
Inventories (Note C ).........................  626.2 834.1

Total Current Assets....... $1,495.7 $1,695.2

Note L (in part): Taxes—The provision (credit) for taxes on 
income is comprised of:

1977 1976
(dollars in millions)

Federal— current................................ $ (95) $(36)
— deferred ...........................  (354) 30

Foreign— current..............................  9 20
State— current................................... 2 7

— deferred................................ (25) 5
Total income taxes ..................... $(463) $ 26

The credit for the current portion of the 1977 Federal in­
come tax provision reflects primarily the estimated refund of 
$134 million of 1974 income taxes which will result from a 
carryback of the 1977 net operating loss. The credit is net of 
minimum tax liabilities for 1975, 1976 and 1977, which arise 
in 1977 due to the net operating loss. The credit for the cur­
rent portion of the 1976 Federal income tax provision reflects, 
primarily, the refund of prior years’ taxes resulting from a 
carryback of the 1976 investment tax credit. The credits for 
the deferred portions of the 1977 Federal and state income 
tax provisions are mainly due to expenses recorded for finan­
cial purposes in 1977 which will be deductible for tax pur­
poses in future years. Also included in the deferred Federal 
income tax credit for 1977 are $88.1 million of investment tax 
credit carryovers which are realizable in future years.

EHRENREICH PHOTO-OPTICAL INDUSTRIES, INC. 
(APR)

1977 1976
Current Assets:
Cash (including Certificates of De­

posit of $2,150 in 1976).......... $ 2,178 $ 4,290
Trade recivables, less allowances of 

$ 1 ,52 8  in 1977; $1 ,25 8  in
1976..............................................  21,422 16,318

Notes receivable (Note 2 )................ 236 —
Refundable income taxes (Note 3 ) .  1,742 92

Note 3: Refundable Income Taxes— Refundable income 
taxes consists of the following:

1977 1976
(In Thousands of Dollars)

Payments on account for the year 
ended April 30, 1977— Federal
and state......................................  $1,356

Refund arising from carryback of 
operating loss for the year 
ended April 30, 1977:

Federal...................................  326
State ......................................  17

Prior years' franchise taxes...........  43 $92
Total ................................ $1,742 $92

INLAND STEEL COMPANY (DEC)

Current Assets:

1977
($000)

1976

Cash ...................................................
Marketable short-term securities,

$ 5,459 $ 15,736

at cost and accrued interest. . . .
Receivables, less provision for al­

lowances, claims and doubtful 
accounts of $ 7 ,4 6 5  on De­
cember 31, 1977 and $7,118

53,336 55,994

on December 31, 1976.............
Refundable income taxes due to in-

274,669 219,297

vestment credit........................... 27,433 1,242
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Taxes on Income—Total taxes on income, which 
include state and local taxes on income, equaled 4% of in­
come before taxes in 1977 and 31% in 1976. The major 
factor in the variance from the Federal statutory rate of 48% 
is the investment tax credit. Other factors contributing to the 
variance include percentage depletion allowances and state 
and local taxes on income.

Deferred taxes of $10,625,000 in 1977 and $6,745,000 in 
1976 were provided for the excess of depreciation for tax 
purposes over depreciation for financial reporting purposes. 
Other elements of deferred taxes include $2,428,000 in 1977 
relating to the amortization of mine development expense 
and $3,790,000 in 1976 relating to vessel income deferred for 
tax purposes.

The elements of income tax expense for the years 1977
and 1976 were as follows:

Year ended December 31
dollars in thousands (except per

share data) 1977 1976
Current taxes on income:

Federal ......................................... $16,736 $49,910
State ............................................ 4,593 5,829
Foreign (principally Canada) .. .. 1,027 2,236

$22,356 $57,975
Deferred taxes on income:

Federal ......................................... $16,241 $10,433
Foreign (principally Canada).... 145 163

$16,386 $10,596
Investment tax credit:

Current year earned................... $33,673 $19,509
Amortization of deferred credit. 1,309 1,482

$34,982 $20,991
Investment tax credit per common

share.............................................. $ 1.73 $ 1.07

The Company was eligible for income tax refunds under 
the investment tax credit carryback provisions of the Federal 
tax code on December 31, 1977 and 1976, in the amounts of 
$27,433,000 and $1,242,000, respectively.

POTLATCH CORPORATION (DEC)

1977 1976
Current assets:

Cash .................    $11,358,256 $10,368,597
Short-term investments, at cost

which approximates market 21,063,089 386,002
Receivables (Note 2 ) .................  52,753,409 46,491,197

NOTES TO FINANCIAL STATEMENTS
Note 2: Receivables—Current accounts and notes receiv­

able consist of:

1977 1976
Trade accounts................................... $46,611,251 $44,316,130
Refundable federal income taxes... 4 ,319,000 —
Other accounts and notes.............  3 ,053,083 3,516,440

53,983,334 47,832,570
Less allowance for doubtful ac­

counts........... ................................  1,229,925 1,341,373
$52,753,409 $46,491,197

Note 7 (in part): Taxes on Income— Included in the balance 
sheet caption “ Prepaid expenses” are the tax effects of other 
timing differences in the amount of $5,029,755 and 
$7,422,255 at December 31, 1977 and 1976, respectively. 
Also, “ Receivables" include the amount of $4,319,000, which 
represents the carryback of investment tax credit at De­
cember 31, 1977.

TRIANGLE INDUSTRIES, INC. (DEC)

Current Assets
Cash ............................................
Notes and accounts receivable, 

less allowance for doubtful 
accounts (1 97 7 —
$ 3 ,4 8 0 ,0 0 0 ; 1976—
$ 3,60 2 ,0 00 ).........................

Federal income tax carryback 
refund......................................

1977

$ 3,705,000

38,324,000

4,565,000

1976 

$ 3,979,000

34,830,000

5,683,000

WHEELING-PITTSBURGH STEEL CORPORATION 
(DEC)

Current assets:
Cash ............................................
Short-term investments, at cost 

(which approximates mar­
ket) .........................................

Receivables, less allowance for 
doubtful accounts of $2,720
and $2,591 ...........................

Inventories .................................
Refundable income taxes...........
Prepaid expenses and other cur­

rent assets............................
Total current assets.............

1977 1976
($000)

$ 16,892 $ 15,387

21,800

110,458
141,760

12,671

5,416
$308,997

21,500

76,365
153,707

3,650

6,127
$276,736

NOTES TO FINANCIAL STATEMENTS 
Note C (in part): Income Taxes—Current federal and state 

income taxes reflect refundable income taxes of $12,671,000 
in 1977 and $3,650,000 in 1976 which result from the car­
ryback of 1977 and 1976 operating losses to 1974 less provi­
sions for income taxes related to a 75% owned subsidiary not 
included in the Corporation’s consolidated tax return and, in 
1977, minimum tax related to “tax preferences.”
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Receivables from investees

C L A R K  E Q U I P M E N T  C O M P A N Y  ( D E C )

1977 1976

Current Assets:
Cash, including $26,000,000 of

($000)

time deposits in 1977................
Accounts and notes receivable, less 

allowance for doubtful accounts 
of $5,251,000 and $2,738,000

$49,527 $37,675

at respective dates.....................
Notes receivable from finance sub­

sidiary ........ ..................................

51,207

7,656

71,983

12,306

F R U E H A U F  C O R P O R A T I O N  ( D E C )

Current Assets: 
Trade receivables:

1977 1976

Accounts receivable............. $191,925,871 $174,453,488
Installment contracts.............
From Fruehauf Finance Com­

pany .................................

16,595,371

6,824,555

29,282,109

8,471,261
215,345,797 212,206,858

Less allowance for doubtful 
receivables...................... 4,250,000 4,250,000

$211,095,797 $207,956,858
G U L F  O I L  C O R P O R A T I O N  ( D E C )

1977
($ Millions)

Current assets
Receivables (less allowance of 

$44 and $48 million) (Note 
3 )........................ ...........

Note 3—Receivables

$2,596

1 9 7 6

$2,907

Millions of Dollars 
December 31

1977 1976
Customers ......................................... $1,796 $2,145
Affiliated and associated companies 417 344
Other receivables.............................. 427 466

2,640 2,955
Allowance for doubtful accounts.... (44) (48)

$2,596 $2,907
United States...................... ............... $ 606 $ 789
Canada ............................................... 493 457
Europe ............................................ 370 354
Other Foreign.................................... 1,127 1,307

$2,596 $2,907

In 1977 and 1976, provisions of $18 and $15 million, re­
spectively, were credited to the allowance for doubtful ac­
counts. Other charges and credits, principally write-offs and 
recoveries, were $9 and $3 million, respectively, in 1977 and 
$15 and $3 million, respectively in, 1976. In addition, $16 
million of the allowance for doubtful accounts was transferred 
to the Company’s affiliated domestic financing subsidiary in 
1977 in connection with the sale to it of customer receivables.
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Installment Receivables

J I M  W A L T E R  C O R P O R A T I O N  ( A U G )

1977 1976

Current assets:
Cash (Note 4 ) .......................................................
Instalment notes receivable (Notes 2 and 5 )..

Less— Provision for possible losses...........
Unearned time charges.....................

Trade receivables, less $ 8 ,6 0 8 ,0 0 0  and 
$7,380,000 provision for possible losses.

Other notes and accounts receivable................
Inventories, at lower of cost (first in, first out 

or average) or market:
Finished goods.........................................
Goods in process....................................
Raw materials and supplies...................
Houses held for resale...........................

Prepaid expenses and other current assets ... 
Total current assets................................

(in thousands)

$ 60,132 $ 64,811
$896,802 $759,735
( 8,057) ( 6,932)
(452,728) 436,017 (377,551) 375,252

235,416 191,628
11,302 14,217

115,224 107,452
30,673 24,573

109,153 95,160
993 256,043 513 227,698

6,315 4,762
$1,005,225 $878,368

Note 2: Instalment Notes Receivable—The instalment 
notes receivable arise from sales of partially-finished homes 
to customers for time payments primarily over periods of 
twelve to eighteen years. Of the gross amount of 
$896,802,000 an amount of $808,308,000 is due after one 
year. Instalment notes receivable are included in current as­
sets since they are within the operating cycle of the partially- 
finished home business. Instalment payments estimated to 
be receivable within each of the five years from August 31, 
1977 are $88,494,000, $86,138,000, $82,947,000, 
$78,773,000, and $73,419,000, respectively, and 
$487,031,000 after five years. Time charges are included in 
equal parts in each monthly payment and are taken into In­
come as collected.

J O Y  M A N U F A C T U R I N G  C O M P A N Y  ( S E P )

Current Assets

1977 1976
($000)

Receivables (Note 4 ) ................. $147,019 $130,278

Note 4: Receivables— Receivables include the following:

1977 1976
(In Thousands of Dollars)

Trade receivables.............................. $117,666 $115,523
Trade installment notes................... 14,956 5,139
Other installment notes...................
Retentions on long-term construc­

tion contracts..............................

5,495

5,647 5,703
Unbilled soles on long-term con­

struction contracts...................... 3,001 3,364
Due from unconsolidated sub­

sidiaries ........................................ 1,175 1,447

Less allowance for doubtful ac­
counts............................................

147,940

(921)

131,176

(898)
Receivables ................................. $147,019 $130,278

In accordance with generally recognized trade practice, all 
trade installment notes including those which mature sub­
sequent to one year, amounting to $8,291,000 at September 
30, 1977 and $2,312,000 at September 24, 1976, have been 
included in current assets. The range of interest rates appli­
cable to trade installment notes receivable was 6.0% to 
15.4% at September 30, 1977 and September 24, 1976. The 
interest rate on other installment notes receivable was 8.1% 
at September 30, 1977.
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Retentions on long-term construction contracts include 
$689,000 at September 30, 1977 and $1,179,000 at Sep­
tember 24, 1976, which are collectible after one year.

Substantially all amounts classified as unbilled sales on 
long-term construction contracts are collectible within one 
year.

Receivables from Government

L I T T O N  I N D U S T R I E S ,  I N C .  ( J U L )

1977 1976

Current Assets:
(thousands of dollars)

Cash (Note C )....................................
Accounts receivable less allowance 

for doubtful accounts of

$ 73,328 $ 65,734

$24,111 and $25,958 (Note K) 
Inventories, at lower of cost or 

market, less progress billings of 
$418,134 and $438,751 (Notes

698,111 694,774

A and K)....................................... 542,632 530,907
Prepaid expenses (Note G )............. 59,406 59,670
Total Current Assets......................... $1,373,477 $1,351,085

Note K (in part) Accounts Receivable and Inventories— 
Following are the details of accounts receivable and inven­
tories at July 31, 1977 and 1976:

Accounts Receivable:

U.S. Government long-term con­
tracts:
Amounts billed............................
Recoverable costs and accrued 

profit on progress
completed— not billed..........

Retentions— Marine contracts.. 
Unrecovered costs subject to fu­

ture litigation or 
negotiation— not billed........

Commercial customers— billed......

1977 1976
(thousands of dollars)

$ 38,738

5,319
135,061

43,363
222,481
475,630

$698,111

$ 34,836

20,650
136,567

43,363
235,416
459,358

$694,774

Of the retention balance at July 31, 1977, $19,000,000 is 
expected to be collected in fiscal 1978 with the balance to be 
collected in subsequent years, as long-term contract de­
liveries are made.

R O C K W E L L  I N T E R N A T I O N A L  C O R P O R A T I O N  

( S E P )

NOTES TO FINANCIAL STATEMENTS 
Note 3: Receivables— Receivables at September 30 are 

summarized as follows (in millions):

Accounts and notes receivable: 
Commercial, less allowance for 

doubtful accounts (1977, 
$21.6 million; 1976 $18.3

1977 1976

million).................................... $534.8 $539.0
United States Government........

United States income taxes receiva­
ble (Note 20)................................

29.5

55.5

34.3

Short-term advances to unconsoli­
dated financial subsidiaries. . . . . 33.7 33.0

Estimated termination claims to be 
reimbursed under United States
Government contracts................

Other unreimbursed costs and ac­
crued profits to be billed, princi­
pally related to United States

132.2 8.1

Government contracts................ 131.5 135.9
Receivables....................................... $917.2 $750.3

Accounts and notes receivable do not include significant 
amounts representing contract holdbacks or claims subject to 
uncertainty as to their determination. Substantially all 
amounts are expected to be collected within one year.

Estimated termination claims to be reimbursed represent 
principally unbilled costs associated with the termination of 
the B-1 production contracts by the United States Govern­
ment. Such claims primarily represent accruals of estimated 
subcontractor termination claims and the Company’s applic­
able overhead costs. It is anticipated that approximately 
$20.0 million of the termination claims at September 3 0 , 1977 
will not be collected within one year. The Company’s related 
liability to subcontractors for their termination claims (see 
Note 11) will not be fully paid until settlement has been ap­
proved by the United States Government. The Company ex­
pects that substantial additional termination costs relating to 
the B-1 production contracts will be incurred for which full 
recovery is expected from the United States Government. 
The amount of such costs cannot be reasonably determined 
at September 30, 1977.

Other unreimbursed costs and accrued profits to be billed 
represent revenues recognized principally on United States 
Government contracts for which billings had not been pre­
sented. It is anticipated that approximately $100.0 million un­
billed at September 3 0 , 1977 will be billed within 45 days. The 
remainder principally represents amounts unbilled due to 
contract holdback and billing provisions. Substantially all 
amounts are expected to be collected within one year.

Current Assets
Cash (including time deposits and 

certificates of deposit: 1977, 
$384.1 million; 1976, $49.3  
million)...........................................

Short-term investments— at cost, 
which approximates market....

Receivables.......................................

1977
(In millions)

$467.1

1976

9.6
917.2

$113.5

9.2
750.3



120 Section 2: Balance Sheet

Other

SNAP-ON TOOLS CORPORATION (DEC)

1977 1976
($000)

Current Assets
Cash, including certificates of 

deposit— 1977, $16,000,000
and— 1976, $10,142,000 ......

Marketable securities— at cost
$ 18,364 $ 10,630

which approximates market.. ..  
Receivables:

5,938 6,657

Customers ................................... 14,427 14,910
Installment (Note 1b)................. 56,682 41,937

Less;
71,109 56,847

Unearned finance charges .. 
Allowance for doubtful ac-

8,924 6,575

counts................................ 1,102 937
10,026 7,512
61,083 49,335

Dealers, salesmen and other... 4,417 4,133
Total accounts receivable ... 

Inventories (Notes 1c and 2)
65,500 53,468

Finished stock.............................. 42,373 37,872
Work in process......................... 13,154 11,957
Raw materials.............................. 9,524 10,074

Total inventories................... 65,051 59,903
Prepaid expenses..............  ........ 5,231 3,504

Total current assets............. $160,084 $134,164

SUN CHEMICAL CORPORATION (DEC)

Current assets
Cash (including time deposits of 

$6,036,000 in 1977) (Note

1977
($000)

1976

4 ) ............................................
Due from issuance of senior

$ 15,353 $ 11,096

notes (Note 5 ) ......................
Accounts and notes receivable 

(less allowances 1977—  
$ 3 ,8 6 9 ,0 0 0 ; 1976—

5,140

$ 3 ,181 ,000 )......................... 62,208 51,237
Inventories (note 2).....................
Deferred income tax benefits

55,475 48,704

(Note 7 ) .................................
Prepaid expenses and other cur-

— 3,107

rent assets............................ 1,631 2,018
Total current assets............. $139,807 $116,162

Note 5 (in part): Long-term debt— In September 1977, the 
company entered into long-term note and credit agreements 
totaling $25,000,000 with a group of insurance companies 
and a group of banks for the purpose of repaying existing 
bank loans and financing planned capital improvements.

Prior to December 31, 1977, $19,860,000 in notes were 
issued and the balance of $5,140,000 was issued in January
1978.

TABLE 2-6: RECEIVABLES USED FOR FINANCING

1977 1976 1975 1974
Receivables sold with re­

course ............................  65 69 68 69
Receivables sold without re­

course ............................  9 9 16 12
Receivables used as collat­

eral .................................  28 25 28 21
Total References....................  102 103 112 102

Reference to receivable
financing .........................  98 96 107 98

No reference to receivable
financing .........................  502 504 493 502

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

RECEIVABLES USED FOR FINANCING

Table 2-6 shows that 98 of the survey companies referred 
to receivables sold with recourse, or receivables sold without 
recourse, or receivables used as collateral. In June 1974, the 
Accounting Standards Division of the American Institute of 
Certified Public Accountants issued a Statement o f 
Position-Recognition of Profit on Sales of Receivables With 
Recourse. The Statement sets forth recommendations of the 
Accounting Standards Division to the Financial Accounting 
Standards Board as to the method of recognizing profit or 
loss on sales of receivables with recourse and as to the na­
ture of information to be disclosed about such sales. The 
Statement states in part:

.4 8 .. . .  In general, disclosure should include the na­
ture and amount of the receivables sold during each 
period in which an income statement is presented, 
specifying the payment terms, and the amount of any 
receivables still outstanding at the date of the latest 
balance sheet presented. In addition, the financial 
statements should disclose the terms of the agree­
ments, describing the conditions that would compel the 
seller to perform under the recourse provisions and any 
provisions for “dealers’ reserves.” The amount of funds 
in the “dealer’ reserves” at the date of the latest bal­
ance sheet presented should also be given.

.49 The Division believes that a company’s account­
ing policy for profit or loss on the sale of receivables 
with recourse should be disclosed in accordance with 
the provisions of APB Opinion No. 22, Disclosure of 
Accounting Policies. The amount of differential in­
cluded in each period for which an income statement is 
presented and the amount deferred at the date of the 
latest balance sheet presented should also be dis­
closed.

Examples of disclosures made in the reports of the survey 
companies financing receivables follow. Examples of receiv­
ables sold with recourse are also presented in connection 
with Table 1-11.
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Receivables Sold With Recourse

AMF INCORPORATED (DEC)

1977 1976
($000)

Current Assets
Notes and accounts receivable (Note 

4 ) .................................................. $242,739 $227,148

Note 4: Notes and Accounts Receivable—Notes and ac­
counts receivable from customers at December 31 include 
the following, net of unearned interest of $25,927,000 and 
$17,353,000 at December 3 1 , 1977 and December 3 1 , 1976, 
respectively (in thousands of dollars):

Amounts due within one year . 
Amounts due beyond one year

Allowance for possible losses .

1977
$222,572

50,498
273,070
(30,331)

$242,739

1976
$220,696

40,495
261,191
(34,043)

$227,148

Amounts due beyond one year relate largely to the Com­
pany’s bowling products business and are included in current 
assets in accordance with industry practice.

Interest rates on notes receivable of $69,775,000 at De­
cember 31, 1977 and $75,070,000 at December 31, 1976 
range generally from 10% to 13% in the United States, and 
from 6% to 23% overseas.

Notes and accounts receivable due beyond one year at 
December 31, 1977 include approximately $10,732,000 of 
investment in sales-type leases, net of unearned interest of 
$7,551,000 (See note 8).

The Company is contingently liable on approximately 
$4,500,000 of accounts and notes receivable (principally 
overseas) sold with recourse and has guaranteed approxi­
mately $9,000,000 related to dealer floor plan arrangements.

CENTRAL SOYA COMPANY, INC. (AUG)

1977 1976

Current assets:
Notes and accounts receiv­

able— net................................

($000)

$119,253 $102,241

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Notes and Accounts receivable—Notes and accounts re­
ceivable are reduced by an allowance for doubtful accounts 
of $5.1 million at August 31, 1977 ($4.7 million at August 31, 
1976). Receivables at August 31, 1977 include $13.3 million 
($8.7 million at August 31, 1976) on notes due on demand or 
within one year.

The Company is contingently liable for receivables dis­
counted aggregating approximately $3.9 million at August 31, 
1977.

CITY STORES COMPANY (JAN)

1978 1977
Current Assets

Cosh ............................................. $ 6,325,540 $ 6,325,524
Accounts receivable— Note C... 37,888,626 90,603,190

Note C: Accounts Receivable—The accounts receivable 
are summarized as follows:

This Year
Accounts Receivable

Customers— net of allowances 
of $ 2 ,6 8 1 ,3 3 2  and 
$2,224,609, respectively, 
including $1,026,000 This 
Year and $644 ,000  Last 
Year for the former Lit
Brothers division...................  $29,941,754

Other— net of allowances of 
$238,763 and $256,919,
respectively .........................  7,946,872

City Stores Company and Retail
Subsidiaries.................................  37,888,626

Other Receivables............................. 461,481
City Stores Company and Sub­

sidiaries ........................................ $38,350,107

Last Year

$86,337,372

4,265,818

90,603,190
8,699

$90,611,889

Under its revolving credit agreement, the Company has 
assigned to banks a security interest in substantially all its 
customers accounts receivable (see Note H).

As of September 29, 1977, the Company and a wholly- 
owned subsidiary entered into a Purchase and Service 
Agreement (the “ Agreement” ) with Citibank (New York 
State), N.A. and its affiliate, Retail Consumer Services, Inc. 
(“ R.C.S.I.” ) pursuant to which the bank purchases and 
R.C.S.I. services, during a five-year period, accounts receiv­
able arising from sales to customers by the Company’s 
Maison Blanche, Richards and Loveman’s divisions and its 
B. Lowenstein subsidiary.

The initial purchase by R.C.S.I. was of eligible accounts 
receivable (as defined) and was for a purchase price of their 
face amount. Continuing sales of the Company’s aforemen­
tioned divisions and subsidiary to customers giving rise to 
accounts receivable are likewise purchased at their face 
amount. Twelve and one-half percent (“ Reserve Percen­
tage” ) of such face amount and the entire outstanding bal­
ance of any receivable which becomes ineligible (approxi­
mately $928,000 at January 2 8 , 1978) is held as a reserve by 
R.C.S.I. aggregating approximately $5,778,000 at January 
28, 1978. As a result of the timing of the periodic settlements 
with R.C.S.I., the Company had an advance against the re­
serve of $1,298,000. Accordingly, the net reserve, 
$4,480,000, is included in “Accounts Receivable— Other” in 
the accompanying Statements of Financial Condition. The 
Reserve Percentage was reduced to 10 percent February 1, 
1978 and will be reduced to 5 percent effective July 1, 1978 
for the remainder of the agreement. The reserve is remitted 
to the Company at the conclusion of the Agreement.

The terms of the Agreement provide, among other matters, 
that accounts receivable are purchased on a recourse basis. 
Accordingly, the Company continues to maintain an allow-
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ance for doubtful accounts applicable to the receivables sold 
to R.C.S.I. At January 28, 1978, the outstanding amount of 
such receivables sold aggregated approximately  
$39,730,000. Under the agreement, the Company retains the 
income from the carrying charges on customers receivables 
and pays R.C.S.I. annual interest at the same effective in­
terest rate as is paid under the Revolving Credit Agreement 
(see Note H) calculated on the daily balance of customer 
accounts receivable purchased by them less the aforemen­
tioned reserve. Further, the Company will pay R.C.S.I. a 
monthly management and operation charge commencing 
February 1, 1978 for their administration of the retail credit 
program.

Accounts receivable from customers include installment 
accounts of approximately $28,500,000 and $84,300,000, 
respectively.

1976
Amount 
at De­

cember 
31, 

1976

Maxi­
mum 

Month- 
End Out­
standing

Average
Borrowings

Average
Interest

Rate
Indebtedness of op­

erations outside 
of the United
States ...................

Payable to banks in
$136.6 $154.5 $137.9 14.2%

the United States 
Liability for dis­

counted receiva­
bles ......................

24.8

26.1

50.1

41.5

36.5

33.0

7.0

various
$187.5

THE SING ER CO M PAN Y (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Summary of Accounting Policies 
Accounts Receivable— In accordance with trade practice, 

all instalment accounts receivable are classified as current 
assets irrespective of when payments are due.

Receivables discounted without recourse are excluded 
from the balance sheet, and earned carrying charges and 
discount expenses are recognized at the time the receivable 
is discounted. Receivables discounted with recourse are 
considered a financing arrangement, and accordingly the lia­
bility for such discounted receivables is included in notes and 
loans payable.

Indebtedness of operations outside of the United States is 
either in the form of overdraft borrowings or notes with 
maturities normally less than 90 days. Amounts payable to 
banks in the United States are evidenced by notes with 
maturities generally not exceeding 90 days under lines of 
credit.

Average interest rates and borrowings are computed on a 
daily basis for short-term borrowings payable to banks in the 
United States and on a monthly basis for short-term borrow­
ings by operations outside of the United States.

Financing arrangements relating to the liability for receiva­
bles discounted with recourse vary widely from country to 
country and the receivables discounted have varying dates of 
maturity. Receivables are sold at discounts reflecting, among 
other things, local interest rates, risk evaluation, and servic­
ing fees.

THE VENDO  CO M PAN Y (DEC)

1977 1976
Current Assets:

Cash (Note 8 ) .............................. $ 3,098,392 $ 4,052,685
Receivables (Note 8):

Accounts ................................ 13,164,562 14,035,677
Notes (Note 4 ) ...................... 6,062,085 7,735,434

19,226,647 21,771,111
Less-Allowances for doubtful

accounts (Note 1 9 ) ........ 3,145,974 2,831,558
16,080,673 18,939,553

Inventories (Notes 5 and 8):
Finished goods ..................... 13,241,863 9,820,305
Work in process................... 13,804,067 13,951,699
Raw material......................... 3 ,987,270 4,873,744

31,033,200 28,645,748
Prepaid income taxes (Note 11) — 1,145,000

Total current assets...... $50,212,265 $52,782,986

Amount 
at De­

cember 
31, 

1977

$ 120.2

13.8
$134.0

Note 4: Receivables and Installment Contracts— Current 
notes receivable in the accompanying consolidated balance 
sheet consist of installment sales contracts with terms up to 
sixty months and $34,000 in 1977 and $50,000 in 1976 with­
held as reserves by purchasers of installment sales con­
tracts. Foreign subsidiaries have pledged receivables totaling 
$4,700,000 in 1977 and $3,600,000 in 1976 as collateral on 
short-term notes payable.

Earned carrying charges and discount and related financ­
ing expenses are recognized as the receivables are col­
lected.

Note 7 (in part): Notes and Loans Payable— Notes and 
loans payable by type of borrowing are summarized as fol­
lows (dollar amounts in millions):

Indebtedness of op­
erations outside 
of the United
States ...................

Payable to banks in 
the United States 

Liability for dis­
counted receiva­
bles ......................

Maxi­
mum 

Month- 
End Out­
standing

$158.2

27.0

26.6

Average
Borrowings

$135.5

12.9

20.0

Average
Interest

Rate

15.1%

6.6

various

1977
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The Company is contingently liable to repurchase con­
tracts sold by foreign subsidiaries should they become delin­
quent. Unpaid balances of contracts sold approximated 
$600,000 at December 31, 1977.

Receivables Sold Without Recourse

LOWE’S COMPANIES, INC. (JUL)

1977 1976
Current Assets:

Cash ............................................  $ 13,323,725 $ 15,620,103
Accounts Receivable Less Al­

lowance for Doubtful 
Accounts— 1977— $4,017,124;
1976— $2,873 ,569 ............. 76,162,294 52,321,613

Inventories at the Lower of Cost 
(First-In, First-Out) or Mar­
ket (Notes 1 and 2 ) ............. 96,164,370 77,962,738

Prepaid Expenses and Other
Current Assets......................  547,964 530,496

Total Current Assets......  $186,198,353 $146,434,950

NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Summary of Accounting Policies:
Accounts Receivabie— Substantially all of the trade re­

ceivables are on a 30, 60 or 90-day basis. Service charges 
arising from certain classes of customer accounts are treated 
as a reduction of selling and administrative expenses in the 
statement of earnings.

Allowances for doubtful accounts are based on the experi­
ence encountered in the various locations. Installment re­
ceivables arising from consumer sales are sold without re­
course to outside finance companies.

Receivables Used as Collateral

CHOCK FULL O’NUTS CORPORATION (JUL)

1977 1976
Current Assets 

Receivables:
Trade, substantially pledged

(note 4(a))........................ $3,821,469 $4,587,962
O ther......................................  511,293 432,009

4,332,762 5,019,971
Less allowance for doubtful

accounts........................... 190,108 364,337
$4,142,654 $4,655,634

Note 4(a): Advances under Financing Agreements
Continuing Operations— Pursuant to an agreement dated 

January 24, 1977, Armstrong Business Credit Corp. and La­
zere Financial Corp. (collectively, the “ Lenders”) agreed to 
make advances to Chock Full O’Nuts Coffee Corporation, a 
subsidiary (the borrower, “Coffee Corp.’) to the extent of 90% 
of borrower’s eligible receivables and 70% of borrower’s eli­
gible inventory up to a maximum amount of $10,000,000.

Interest on the advances is to be computed at 3¾  per annum 
above the prime rate charged by Citibank, N.A., which at July 
31, 1977 results in an effective rate of 10.5%. The agreement 
terminates January 24, 1979, at which time advances in ex­
cess of $6,000,000 are due and payable upon collection of 
receivables pledged thereagainst and the remaining 
$6,000,000 outstanding is not required to be repaid until Sep­
tember 30, 1979. The Company has agreed to maintain and 
pledge eligible receivables and inventory which, in the 
aggregate (computed at 90% and 70%, respectively, thereof) 
will not be less than the outstanding loan balance. Amounts 
outstanding under the agreement are guaranteed by the 
Company. At July 31, 1977, advances under this agreement 
amounted to $6,193,893, of which $193,893 is classified as a 
current liability. Since inception, the average balance out­
standing and interest rate was $6,342,000 and 11.2% re­
spectively.

On July 21, 1977, the Company and a subsidiary entered 
into agreements with the above mentioned Lenders for 
$2,000,000. The loans bear interest at 3¾ % per annum 
above the prime rate charged by Citibank, N.A., (which at 
July 31, 1977 was an effective rate of 10.5%), are repayable 
on August 1, 1978. These loans were repaid in November 
1977, before the due date.

In addition to the collateral previously mentioned in con­
nection with the above agreements, the Lenders have a se­
curity interest in the Company’s trademarks and machinery 
and equipment of the Company’s Bakery and Coffee opera­
tions, having an aggregate net book value at July 3 1 , 1977 of 
approximate $4,200,000.

UNITED TECHNOLOGIES CORPORATION (DEC)

1977 1976

Current Assets: 
Accounts receivable

($000)

$672,958 $627,543

NOTES TO FINANCIAL STATEMENTS 
Note 5—Accounts Receivable: Allowances for doubtful 

accounts of $23,062,000 and $18,530,000 have been 
applied as a reduction of current accounts receivable at De­
cember 31, 1977 and 1976, respectively.

The Corporation has pledged to the lenders under the Cor­
poration’s 5% Sinking Fund Notes, long-term receivables in 
an amount at least equal to the unpaid principal amount of 
the Notes outstanding, in consideration for elimination of the 
major restrictive covenants of the Note Agreements. The 
amount of receivables so pledged at December 31, 1977 
aggregated $24,193,000, including $8,405,000 currently re­
ceivable.
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UN ITED FOODS, INC. (DEC)

1977 1976
Current:

Cash, includes certificate of de­
posit of $400,000 at 1976.

Bond retirement funds held by
trustee....................................

Notes and accounts receivable, 
less allowance of $81,651 
and $109,255 for possible
losses (Notes 1 and 3 ) ........

Inventories (Notes 1 and 3) .. ..
Prepaid expenses........................
Refundable income taxes (Note

7 ) ............................................  —
Total Current Assets......  $34,102,014

$ 1,688,833 $ 1,465,808

233,016 —

8,516,105
22,528,394

1,135,666

8,134,162
39,280,556

1,411,620

2,305,705
$52,597,851

W H ITTA KER  C O R PO R ATIO N  (OCT)

1977 1976
(In thousands)

Current Assets
Cash .................................................. $ 20,488 $ 11,910
Receivables (Note 4);

Notes receivable......................... 9,251 7,900
Trade accounts receivable........ 106,053 94,251
Other accounts and claims re­

ceivable................................... 9,737 9,794
Allowance for doubtful accounts (6,715) (5,927)

Note 1 (in part): Accounts Receivable and Inventories—  
Substantially all of the accounts receivable and inventories 
were pledged to collateralize notes payable to banks (see 
notes 3 and 4).

Note 3: Notes Payable to Banks and Others— Notes pay­
able to banks and others consisted of the following:

Revolving credit notes to banks col­
lateralized by trade receivables 
and inventories:

Borrowing limit
$22 ,500 ,000  with in­
terest at 120% of prime 
rate plus ¼%  (currently
7 .8 % )..............................

Borrowing limit
$15 ,000 ,000  with in­
terest at 118% of prime 
ra te ...................................

Unsecured demand notes payable to 
others with interest up to 1½%
above prime ra te ........................

Totals ........................
Information with respect to short­

term borrowings follows: 
Maximum outstanding at any

month end........................
Approximate average bor­

rowings outstanding dur­
ing the year....................

Approximate weighted aver­
age interest rate (in­
cludes the effect of com­
pensating balance in 
1976)................................

Note 4 (in part): Notes Payable and Long-Term Debt— At 
October 31, 1977, collateral for notes payable and for long­
term debt, consisting primarily of receivables, real property 
and equipment, amounted to approximately $15,000,000.

Factoring Agreements

THE UNITED PIECE DYE W O R KS (DEC)
February 28 or 29,

1977 1976
Current assets:

1977 1976

Cash (including certificates of
deposit of $2,950,000 and 
$3,175 ,000 )...... .................. $3,364,861 $3,438,406

Due from factor, less estimated

$ 7,876,956 $17,044,292

doubtful accounts of 
$48,000 and $2,300 (Note 
B)....................................... 930,886 3,041,194

Accounts receivable................... 24,000 10,944
Federal and state tax refunds .. 35,494 39,912
Inventories (Note C )................... 281,529 689,633

7,876,956
7,862,214

24,906,506
Prepaid expenses and other cur­

rent assets (Note C)............. 538,916 451,290
Total current assets...... $5,175,686 $7,671,379

500,000 Note B— Accounts Receivable and Factoring Agreement:
The Company has an agreement with a factor pursuant to 

which accounts receivable approved by the factor as to credit 
are assigned without recourse to the Company. The factor 
holds a security interest in the Company’s receivables and all 
cash and non-cash proceeds thereof.

$ 7,876,956 $25,406,506

$22,545,872 $37,012,410

$17,136,245 $32,776,143

8 .7% 9.4%

See Note 4 for comments relative to certain negative cov­
enants.
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T A B L E  2 -7 :  D O U B T F U L A C C O U N T C A P T IO N S

Allowance for doubtful ac-
1977 1976 1975 1974

counts ............................ 262 254 272 246
Allowance ........................... 129 117 125 122
Allowance for losses .......... 38 38 34 44
Reserve ................................
R eserve for doubtfu l ac-

30 30 32 32

counts ............................
Allowance for uncollectible

7 11 13 12

accounts ........................ 9 11 9 12
Other caption titles.............. 19 37 47 33

494 498 532 501
Receivables shown net........
No reference to doubtful ac-

15 14 7 9

counts .............................. 91 88 61 90
Total Companies.................... 600 600 600 600

INVENTORIES

Chapter 4 of ARB No. 43 states that “the primary basis of 
accounting for inventories is cost . . " and “a departure from 
the cost basis of pricing inventories is required when the 
utility of the goods is no longer as great as its cost . . . ” Ap­
proximately 90% of the survey companies use lower of cost 
or market, an acceptable basis for pricing inventories, when 
circumstances require a departure from cost, to price all or a 
portion of their inventories.

Table 2-8 summarizes the cost methods used by the sur­
vey companies and indicates the portion of inventory cost 
determined by LIFO. Table 2-9 shows by industry classifica­
tion the number of companies using LIFO and the percentage 
relationship of those companies using LIFO to the total 
number of companies in a particular industry classification.

Thirty-six companies disclosed that certain LIFO inventory 
levels were reduced with the result that net income was in­
creased due to the matching of older historical cost with pre­
sent sales dollars.

Examples of disclosure and reporting practices for inven­
tories follow.

A L L O W A N C E S  F O R  D O U B T F U L  A C C O U N T S

Table 2-7 summarizes the captions used by the survey 
companies to describe an allowance for doubtful accounts. 
APB Opinion No. 12 states that such allowances should be 
deducted from the related receivables and appropriately dis­
closed.

Approximately 10% of the survey companies, in addition to 
deducting an allowance for uncollectible accounts from re­
ceivables, also deducted amounts for unearned discounts or 
finance charges.

T A B L E  2 -8 :  IN V E N T O R Y  C O S T  D E T E R M IN A T IO N

1977 1976 1975 1974
Methods
First-in first-out (fifo)...........  392 389 376 375
Last-in first-out (lifo )...........  332 331 315 303
Average cost.........................  227 232 235 236
Standard costs......................  37 31 48 49
Retail method........................ 31 26 36 35
Other......................................  47   50 34 56
Total Disclosures................... 1066 1059 1044 1054

Use Of LIFO
All inventories......................  10 9 11 14
50%  or more of inventories 194 167 125 135
Less than 50%  of inven­

tories ..............................  93 84 86 67
Not determinable.................  35 71 93 87
Not used.................................  268 269 285 297
Total Companies.................... 600 600 600 600

F IF O

AMERICAN HOME PRODUCTS CORPORATION 
(DEC)

1977 1976
Assets
Cash and cash equivalents.............. $ 322 ,856 ,000$  358,823,000
Accounts receivable, less allow­

ances (1977— $13,106 ,000;
1976— $11,477,000).................. 352,936,000 296,971,000

Inventories at the lower of cost 
(generally first-in, first-out) or
market............................................. 393,160,000 345,941,000

Prepaid taxes and other current as­
sets ...............................................  45,232,000 28,855,000

Total current assets.$1,114,184,000 $1,030,590,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Inventories at December 31 consist of:

1977 1976
Finished goods..................................... $162,842,000 $141,517,000
Work in process.................................  79,329,000 72,407,000
Materials and supplies......................  150,989,000 132,017,000

$393,160,000 $345,941,000
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T H E  B L A C K  A N D  D E C K E R  M A N U F A C T U R IN G  
CO M PAN Y (SEP)

C urrent Assets

1 9 7 7
($ 0 0 0 )

1 9 7 6

Cash ......................................................
S hort-term  investm ents, at cost,

$ 8 ,1 3 7 $  8 ,3 7 6

w hich approxim ated m arket 
Trade accounts receivab le , less 

allow ances (1 9 7 7 — $ 5 ,5 3 6 ;  
1 9 7 6 — $ 4 ,4 8 2 )  fo r doubtful

2 2 ,4 5 0 2 2 ,0 0 0

accounts and discounts..........
In v e n to rie s — a t the  lo w e r  of 

cost ( f irs t- in , firs t-o u t) or 
m arket:

1 6 6 ,1 5 0 1 4 0 ,0 2 1

Finished p ro d u c ts ..................... 1 6 6 ,6 8 8 1 4 8 ,7 2 4
W ork in p ro c e s s ....................... 3 5 ,2 8 5 3 4 ,9 5 0
Row m a teria ls ............................. 4 8 ,3 8 3 4 6 ,1 1 9

2 5 0 ,3 5 6 2 2 9 ,7 9 3
Prepaid e x p en ses ............................. 9 ,9 0 7 9 ,8 7 7

Total C urrent A ssets........ $ 4 5 7 ,0 0 0 $ 4 1 0 ,0 6 7

N O R TH W EST INDUSTRIES, INC. (DEC)

Current Assets

1 9 7 7
($ 0 0 0 )

1 9 7 6
 

Cash and cash e q u iv a le n t...................
Notes and accounts receivable (less 

allow ance fo r possible losses of 
$ 5 ,5 0 0  and $ 5 ,1 0 0 ,  respec­
t iv e ly ) ......................................................

$  5 5 ,0 9 0  

2 7 9 ,8 3 0

$  9 8 ,6 7 7  

2 0 5 ,2 9 4
Inventories:

Finished g o o d s ................................... 1 5 5 ,8 4 3 1 4 9 ,2 2 5
W ork in p ro c e s s ............................... 8 3 ,5 2 7   7 1 ,8 5 6
M a te ria ls  and su p p lie s .................. 1 6 9 ,8 8 0 1 4 7 ,1 2 2

Prepaid expenses and o th e r .............. 1 0 ,4 2 2 7 ,0 4 6
Total current a s s e ts ................ $ 7 5 4 ,5 9 2 $ 6 7 9 ,2 2 0

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
Inventories—Approximately 68% of total inventories at De­

cember 31, 1977, and 70% of inventories at December 31, 
1976, are stated at the lower of cost (first-in, first-out or aver­
age) or market. Market represents current replacement cost 
by purchase or reproduction, or net realizable value. The 
remaining inventories are stated on the last-in, first-out (Lifo ) 
cost method. The Lifo cost was lower than the replacement 
cost of these inventories by approximately $79,900,000 at 
December 31, 1977, and $58,100,000 at December 31,
1976. Inventory costs include material, labor and factory 
overhead.

PALL C O R PO R ATIO N  (JUL)

1 9 7 7  1 9 7 6
Current Assets:
Cash ..............................................................  $ 2 ,1 8 3 ,2 8 8  $ 1 ,5 6 8 ,8 9 2
S h o rt-term  investm ents , a t cost,

w hich approxim ates m a r k e t . . . .  5 ,1 1 5 ,5 6 8  7 ,5 1 8 ,1 6 2
Accounts receivab le , net of a llo w ­

ance fo r doubtful accounts of 
$ 3 9 7 ,3 4 9  and $ 4 0 4 ,5 3 0 ,  re ­
sp ectively .......................... 1 1 ,6 0 5 ,9 7 6  8 ,5 4 2 ,3 3 2

Inventories ................................................  1 3 ,9 5 5 ,8 9 7  1 1 ,0 3 1 ,4 4 3
Prepaid e x p en ses ................ 5 3 3 ,2 6 9  2 3 7 ,7 8 1
Other current asse ts..........  6 4 6 ,2 9 3  5 7 0 ,3 0 0
Total C urrent A ssets........... $ 3 4 ,0 4 0 ,2 9 1  $ 2 9 ,4 6 8 ,9 1 0

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Accounting Policies
Inventories— Inventories are priced at the lower of cost 

(principally on the first-in, first-out method) or market. Inven­
tory costs consist of material, labor and overhead.

Note 3: Inventory—The major classes of inventory are as 
follows:

1 9 7 7  1 9 7 6
Raw m ateria ls  and components . . . .  $  7 ,9 5 3 ,5 8 1  $ 6 ,1 2 4 ,8 3 5
W o rk -in -p ro c e s s .................. 3 ,1 4 3 ,5 1 2  2 ,6 9 0 ,8 0 8
Finished g o o d s .....................  2 ,8 5 8 ,8 0 4  2 ,2 1 5 ,8 0 0

Total ......................................................  $ 1 3 ,9 5 5 ,8 9 7  $ 1 1 ,0 3 1 ,4 4 3

PHILIP A. HU NT C H EM IC AL C O R PO R ATIO N  (DEC)

1 9 7 7 1 9 7 6
Current Assets

In v e n to rie s — a t th e  lo w e r  of 
co st (p r in c ip a l ly  f i r s t - in ,
firs t-ou t) or m arket (N ote 2 ) $ 1 8 ,6 3 6 ,9 4 5 $ 1 4 ,7 6 3 ,9 6 2

Note 2: Inventories

D ecem ber 3 1 , January 1,
1 9 7 7 1 9 7 7

Raw m ateria ls  and supplies................ $  7 ,0 5 3 ,3 2 9 $  6 ,3 1 8 ,5 0 3
W ork in p ro c e s s ....................................... 3 ,9 5 9 ,8 1 5 2 ,8 4 4 ,8 8 0
Finished g o o d s ........................................... 7 ,6 2 3 ,8 0 1 5 ,6 0 0 ,5 7 9

$ 1 8 ,6 3 6 ,9 4 5 $ 1 4 ,7 6 3 ,9 6 2
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TABLE 2-9: INDUSTRY CLASSIFICATION OF  
COMPANIES USING LIFO

1 9 7 7
No. % *

1 9 7 6
No. % *

Foods:
M e a t products..................... 3 3 3 4 4 4
D airy  p ro d u c ts .................... — — — —
Canning, e tc .......................... 7 78 7 78
Packaged and b u lk ............ 9 4 5 7 3 7
Baking ................................... 2 4 0 1 2 0
Sugar, confections, e tc .. 6 1 0 0 7 1 0 0

Beverages ................................... 3 5 0 3 5 0
Tobacco p ro d u c ts ...................... 3 4 3 3 4 3
Textiles ......................................... 14 4 7 15 52
Paper products........................... 12 8 0 15 9 4
Printing, publishing.................. 3 4 3 3 3 8
C h e m ic a ls ....................... ............. 19 8 3 22 8 8
Drugs, cosmetics, e tc ............. 8 3 8 8 4 0
Petroleum  ................................... 2 0 8 0 2 2 81
Rubber p ro d u c ts ....................... 7 78 8 8 9
Shoes— m anufacturing,

merchandising, e tc ............ 3 3 8 3 3 8
Building:

Cem ent ................................. 1 33 2 5 0
Roofing, w a llb o a r d .......... 11 92 10 91
H eating, p lu m b in g ............ 5 71 5 71
O ther ....................................... 10 5 6 9 53

Steel and iro n ............................. 19 9 0 21 91
M e ta l— n o n fe rro u s .................. 10 5 9 10 56
M e ta l fa b r ic a tin g ...................... 9 82 7 7 8
M a c h in e ry , equipm ent and

supplies ................................. 21 6 4 19 53
Electrical equipm ent,

appliances ........................... 11 55 9 5 0
Electrical, electronic

equipm ent ........................... 14 41 12 3 2
B usiness e q u ip m e n t and

supplies ................................. 8 4 7 8 53
Containers ................................... 6 75 6 75
Autos and trucks (including

parts , a c c e s s o rie s ).......... 12 52 12 52
A ir c r a f t  and  e q u ip m e n t,

aerospace ...........................
R a ilw a y  eq u ip m e n t, sh ip­

building, e tc ..........................

9

3

53

4 3

8

3

5 0

4 3
Controls, instrum ents, m edi­

cal equipm ent, w atches
and clocks, e tc .................... 7 4 7 7 4 4

M erchandising:
D epartm ent s to re s ............ 10 8 3 10 8 3
M a il order stores, v a ri­

ety  s to r e s ...................... 2  10 0  2  10 0
Grocery s to re s .................... 7 50 7 4 7
O ther ....................................... 3 3 0 4 4 0

M otion pictures,
broadcasting ....................... 1 17 — —

W ide ly  d iv e rs ifie d , or not
o therw ise c la s s if ie d ........ 3 4 4 0 3 2 41

Total ............................................... 332 55 331 55
*Percent of total num ber of companies fo r each industrial classifica­

tion included in the survey.

1 9 7 7

($ 0 0 0 )

1 9 7 6
(R estated)

$ 4 ,0 5 9 $ 5 ,0 6 8

5 2 ,2 4 8 3 6 ,7 1 5

1 1 1 ,9 7 1 1 1 3 ,6 3 0
1 4 5 ,1 8 1 1 3 0 ,6 4 8

1 9 ,2 7 0 1 4 ,9 0 3
$ 3 3 2 ,7 2 9 $ 3 0 0 ,9 6 4

L IF O

A D D R E SS O G R A PH -M U LTIG R AP H  C O RPO R ATIO N 
(JUL)

Current assets:
Cash ......................................................
Time deposits and m arketab le  

securities at cost w hich ap­
proxim ates m arket value . . .  

Accounts receivab le , less a llo w ­
ance of $ 5 ,4 7 1  in 1 9 7 7  and
$ 5 ,5 1 3  in 1 9 7 6  .......................

Inventories ............................... .........
Prepaid income taxes and e x ­

penses .............................................
Total current a s s e ts ................

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Accounting Policies (in part):
Inventory Pricing— Inventories are stated at the lower of 

cost or market. Beginning in 1977, cost is determined using 
the last-in, first-out method for the major portion of U.S. in­
ventories and the first-in, first-out (FIFO) method for most 
other inventories. Prior to 1977 the cost of substantially all 
inventories was determined using the FIFO method.

Accounting Changes (in part)
Inventory Pricing—The Company has changed its method 

of pricing most U.S. inventories from the first-in, first-out 
method to the last-in, first-out (LIFO) method. This change 
was made because management believes the LIFO method 
of pricing these inventories will reflect earnings more realisti­
cally by matching the most recent inventory acquisition costs 
against current sales. The effect of this change was to in­
crease the reported net loss for 1977 by $2,029,000 or $.25 
per share. The cumulative effect of this change could not be 
determined because assumptions would have to be made 
that would furnish results different from what they would have 
been had LIFO been used in prior periods.

Inventories—The components of inventories at July 31 
were as follows:

(Dollars in thousands)
Raw m a teria ls .............................................
W o rk -in -p ro c e s s .......................................
F in ished  p a r ts , m a c h in e s  and  

supplies..................................................

Less a llow ance fo r obsolescence . . .

1 9 7 7  
$  2 5 ,0 7 9  

3 8 ,7 8 6

9 7 ,8 8 0
1 6 1 ,7 4 5

1 6 ,5 6 4
$ 1 4 5 ,1 8 1

1 9 7 6  
$ 2 6 ,3 1 2  

3 6 ,2 5 0

8 6 ,5 5 9
1 4 9 ,1 2 1

1 8 ,4 7 3
$ 1 3 0 ,6 4 8

At July 31, 1977 inventories priced using the last-in, first- 
out (LIFO) method amounted to $78,137,000. The excess of 
replacement cost of these inventories over their stated LIFO 
value was approximately $4,000,000. Inventories used in the 
computation of cost of products sold totaled $145,181,000 in 
1977, $130,648,000 in 1976 and $148,970,000 in 1975.
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BR O W N G RO UP, INC. (OCT)

1977 1976
Current Assets
Cash ..................................................  $ 3 ,268,164 $ 3,349,038
Short-term investments, at cost

which approximates market.. . .  28,500,000 25,626,010
Receivables, less allowances for 

doubtful accounts of 
$ 2 ,6 4 2 ,0 0 0  in 1977 and
$2,592,000 in 1976.................  97,235,263 81,344,125

Inventories (less adjustment to last- 
in, first-out cost of 
$ 2 8 ,0 3 5 ,0 0 0  in 1977 and 
$18,199,000 in 1976)— Note A

Finished products.................  139,650,856 140,767,963
Work in process...................  8 ,256,697 7,835,923
Raw materials and supplies. 21,238,926 23,878,641

169,146,479 172,482,527
Prepaid expenses and other current

assets............................................  9,833,650 11,637,639
Total Current Assets......  $307,983,556 $294,439,339

Note A (in part): Accounting Policies
Inventories—Substantially all inventories are valued at the 

lower of cost or market, determined under the last-in, first-out 
(LIFO) method.

C ANNO N M ILLS CO M PAN Y (DEC)

1977 1976
Current Assets:

Cash ............................................  $ 10,049,954 $ 11,672,386
Marketable securities (Note 1). 12,022,107 32,438,437
Accounts receivable (less allow­

ances for doubtful accounts 
and discounts, December 
2 9 ,1 9 7 7 — $ 1 ,6 8 9 ,7 8 3 ;
December 30, 1976—
$1,401,640) (Note 2 ).......... 92,860,508 74,130,350

Inventories (Notes 1 and 3) .. . .  66,448,599 62,661,026
Prepaid expenses........................ 476,522 439,678

Total current assets......  $181,857,690 $181,341,877

Note 1 (in part): Summary o f Significant Accounting 
Policies:

Inventories— Inventories are valued at the lower of cost 
determined principally on the last-in, first-out (LIFO) method, 
or market (see Note 3).

Note 3 (in part): Inventories— In July 1976, Cannon Mills 
Company changed its LIFO method of determining cost for 
raw materials, goods in process and finished goods from the 
specific goods (multiple pools) method to the dollar value 
(single pool) method, and a subsidiary, as a separate natural 
business unit, adopted the LIFO dollar value method for valu­
ing its textile inventories, such inventories previously having 
been valued at average costs which approximate first-in, 
first-out costs. The effect on 1976 net income of these 
changes was a decrease of approximately $893,000 ($.10 
per share). The Cannon change from a multiple pool method

to a single dollar value pool method of LIFO for valuing its 
textile inventories is subject to review by the Internal Rev­
enue Service (IRS) District Director, although permission has 
been granted to change to the dollar value method by the 
Corporation Tax Branch of the IRS. Management believes 
that the above-mentioned pooling change and the extension 
of the use of LIFO have the effect of minimizing the impact of 
price level changes on inventory valuations and achieving a 
better matching of current costs with current revenues.

The partial liquidation of a LIFO inventory layer, which had 
been added during fiscal 1975, had the effect of increasing 
net income of fiscal 1976 by approximately $750,000 ($.08 
per share).

Inasmuch as inventory costs are determined principally by 
use of the last-in, first-out dollar value method (under which 
the raw materials, goods in process, and finished goods are 
included in one pool) it is impracticable to separate LIFO 
inventory values as among raw materials, goods in process 
and finished goods.

C U TLER -H AM M ER , INC. (DEC)

Current Assets:
1977 1976

Cash ..................................................
Marketable securities, at cost,

$ 3,312,571 $ 2,493,811

which approximates market.. ..  
Accounts and notes receivable (Note

110,718 7,495,000

6) ................................................... 84,551,124 70,237,339
Inventories (Note 2 ) ......................... 120,027,391 108,345,883
Other current assets......................... 4 ,023,772 6,342,663

Total current assets....... $212,025,576 $194,914,696

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

inventories— Inventories accounted for using the last-in, 
first-out method (approximately 38 percent in both 1977 and 
1976) are stated at cost which does not exceed market. The 
remaining inventories are stated at the lower of cost or mar­
ket using the first-in, first-out method. Inventory costs include 
material, labor and manufacturing and engineering overhead. 
Inventory costs relating to long-term contracts are stated at 
the actual cost incurred to date (including manufacturing and 
engineering overhead) reduced by amounts identified with 
revenue recognized on units delivered or progress com­
pleted. Such amounts are determined by relating the prog­
ress to date and cost incurred to the estimated total cost of 
the contract. General and administrative costs are expensed 
as incurred.

Note 2: Inventories—The classification of inventories is as 
follows:
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As of December 31, 
1977 1976

Manufactured parts and finished
apparatus...................................... $ 44,991,122 $ 32,798,122

Work in Process
Costs relating to long-term con­

tracts net of amounts attri­
buted to revenue recognized
to date....................................  35,166,814 33,015,256

O ther............................................  27,599,503 29,919,906
Raw materials, purchased parts and

supplies.........................................  34,940,343 40,276,557
142,697,782 136,009,841

Less progress payments...................  22,670,391 27,663,958
$120,027,391 $108,345,883

Certain of the domestic inventories are stated on the last- 
in, first-out basis. If the first-in, first-out method of accounting 
had been used by the Company, inventories would have 
been $23,744,000 and $19,302,000 higher than reported at 
December 31, 1977 and 1976, respectively.

DEL MONTE CORPORATION (MAY)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Accounting Policies (in part)
Inventories— Inventory values are recorded at cost or mar­

ket, whichever is lower. The last-in, first-out (LIFO) method is 
used to determine the cost of domestic canned foods, dried 
fruit and tinplate inventories. Under this method it is assumed 
that the most recent additions to inventory are sold first. In 
times of rising production costs and when current packs ap­
proximate current sales, this method of inventory valuation 
tends to present a conservative statement of earnings in that 
the “ last-in” item is frequently more expensive, and therefore 
generates a lower profit, than like items inventoried in earlier 
periods. On the other hand, when LIFO inventory quantities 
are reduced, cost of products sold and earnings are favorably 
affected by sales of merchandise packed in prior years to the 
extent of the difference between the LIFO carrying value and 
current production costs.

The first-in, first-out (FIFO) method of determining cost is 
used for most other inventories of merchandise and materials 
and supplies.

Inventories—At year-end, inventories were as follows:

Merchandise

1977 1976
(in thousands)

Valued at LIFO........................ $70,726 $ 82,408
Valued at FIFO........................ 120,631 121,155

191,357 203,563

Materials and Supplies
Valued at LIFO........................ 24,818 27,597
Valued at FIFO........................ 97,239 97,092

122,057 124,689
$313,414 $328,252

During 1977, and to a lesser extent in 1976, LIFO inventory 
quantities were reduced. This resulted in a liquidation of in­
ventories with lower recorded values than the estimated 
costs of the current year’s merchandise inventories. The 
major portion of the LIFO liquidation in 1977 resulted from the 
sale of the light meat tuna operations in Puerto Rico. The 
effect of these liquidations was to increase earnings by ap­
proximately $3,400,000 in 1977 and $600,000 in 1976. If 
LIFO inventories had been valued at current costs, they 
would have been greater by $71,100,000 for 1977 and 
$66,800,000 for 1976.

ETHYL CORPORATION (DEC)

Current assets: 
Inventories .

1977 1976

$126,863,000 $118,283,000

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary o f Significant Accounting 

Policies:
Inventories— Inventories are stated at the lower of cost or 

market with cost determined on the last-in, first-out basis for 
substantially all domestic inventories and on either average 
cost or first-in, first-out for other inventories. Cost elements 
included in work in process and finished goods inventories 
are raw materials, direct labor and manufacturing overhead. 
Raw materials include purchase and delivery costs. Stores 
and supplies include purchase costs.

Note 4: Inventories:

1977 1976
Inventories include:

Finished goods............................. $ 57,413,000 $ 53,597,000
Raw materials and work in

process................................... 49,501,000 48,281,000
Stores, supplies, etc...................  19,949,000 16,405,000

$126,863,000 $118,283,000

Inventories stated on the last-in, first-out basis amounted 
to $79,064,000 at December 31, 1977, and $67,477,000 at 
December 31, 1976, which are below replacement cost by 
approximately $59,700,000 and $46,800,000, respectively.

In 1975, inventory reductions resulted in liquidations of 
LIFO inventory quantities carried at lower costs prevailing in 
prior years as compared with 1975 costs, the effect of which 
increased income from continuing operation by approxi­
mately $6,562,000, or 35 cents per share.

In 1974, the last-in, first-out method of valuing inventories 
was extended to substantially all the domestic inventories 
which were accounted for previously on first-in, first-out or 
average cost. The effect of this change was to reduce net 
income for 1974 by $5,756,000, or 30 cents per share, from 
what it would have been if the former inventory valuation 
methods had been continued.

The change in inventory method was made to minimize the 
impact of price level changes on inventory valuations and to 
achieve a better match of current costs with current revenues 
for determining profits. There is no cumulative effect of this 
change on prior years’ reported earnings.
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The following disclosure is made for the purpose of comply­
ing with Internal Revenue Procedure 72-29. The application 
of the principles of APB No. 16 to the valuation of LIFO inven­
tories of subsidiaries acquired in 1974 caused inventories in 
the accompanying consolidated balance sheets at December 
31, 1977, and December 31, 1976, to exceed inventories 
used for income tax reporting purposes by $443,000.

HERSHEY FOODS CORPORATION (DEC)

1977 1976
Current Assets:
Inventories (Note 1):

Raw materials.............................. $28,135,679 $31,394,665
Goods in process ... ................... 6,805,500 7,730,739
Finished goods........ ................... 27,008,347 27,178,130

$61,949,526 $66,303,534

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

Inventories—Substantially all of the Chocolate and Confec­
tionery Division (including Y & S Candies Inc.) inventories are 
valued under the “ last-in, first-out” (LIFO) method. Such 
LIFO inventories amounted to approximately $41,296,000 in 
1977 and $45,622,000 in 1976. Current cost, which approxi­
mates FIFO cost, exceeds LIFO cost by approximately 
$99,632,000 at December 31, 1977 and $47,959,000 at De­
cember 31, 1976. The remaining inventories are stated at the 
lower of cost or market under the “ first-in, first-out” or “aver­
age cost” methods.

During 1977, the Company reduced inventory quantities, 
primarily cocoa beans. This reduction resulted in a liquidation 
of LIFO inventory quantities carried at lower costs prevailing 
in prior years as compared with the cost of 1977 purchases, 
the effect of which decreased cost of goods sold by approxi­
mately $8,500,000 and increased net income by approxi­
mately $4,000,000 or $.29 per share.

JOY MANUFACTURING COMPANY (SEP)

1977

Current Assets
Inventories (Notes 1 and 5)

Finished goods......................
Work in process and semi­

finished goods.................
Raw material.........................

($ 000)

$92,680

98,001
28,823

1976

$62,935

89,886
27,101

STATEMENT OF ACCOUNTING POLICIES
Inventories— Inventories and supplies are valued at the 

lower of cost or market. Cost, except for supplies, is deter­
mined principally on the last-in, first-out (LIFO) method. 
Supplies are valued at current standard costs which approx­
imate actual costs. As explained in Note 1 of the Notes to 
Consolidated Financial Statements, effective with the begin­
ning of fiscal 1977, JOY changed the inventory valuation 
method of its non-U.S. subsidiaries from current standard 
costs, which approximated actual costs, to the LIFO method.

Note 1: Accounting Change— In fiscal 1977, JOY changed 
the inventory valuation method of its non-U.S. subsidiaries 
from current standard costs, which approximated actual 
costs, to the last-in, first-out (LIFO) method. The change was 
made principally because management believes that the 
LIFO method provides a better matching of current costs with 
current revenues in the statement of income. Additionally, the 
change results in a more uniform evaluation base for compar­
ing return on investment and earnings between non-U.S. and 
U.S. operating units, which have heretofore employed the 
LIFO method.

As a result of changing to LIFO as of the beginning of fiscal 
1977, foreign currency exchange rate fluctuations occurring 
in fiscal 1977 did not have an appreciable effect on the inven­
tory value of non-U.S. subsidiaries since Statement of Finan­
cial Accounting Standards No. 8, “Accounting for the Transla­
tion of Foreign Currency Transactions and Foreign Currency 
Financial Statements,” requires use of historical exchange 
rates in translating inventories valued under the LIFO 
method. Accordingly, use of historical rates to translate 
non-U.S. inventories as of the beginning of fiscal 1977 and 
the effect of increasing net income $3,013,000 ($.25 per 
share) for fiscal 1977.

The total effect of the change to LIFO, including the related 
effect on translation, for fiscal 1977 was to increase net in­
come $1,700,000 ($.14 per share). There is no cumulative 
effect of this change since the inventory value at the begin­
ning of fiscal 1977, as previously stated, is also the amount of 
the beginning inventory under the LIFO method.

Note 5: Inventories—Fiscal 1976 inventories held in sup­
port of manufacturing operations were reclassified from 
finished goods to work in process and semifinished goods to 
be consistent with a redefinition of inventory categories 
adopted in the fourth quarter of fiscal 1977.

Total inventories at the end of fiscal years 1977, 1976 and 
1975 amounted to $219,504,000, $179,922,000 and 
$181,243,000, respectively.

The excess of current cost over LIFO cost amounted to 
$77,645,000 at September 30, 1977 and $58,409,000 at 
September 24, 1976.

The book basis of U.S. LIFO inventories exceeded the tax 
basis by $12,953,000 at September 30, 1977 and $159,000 
at September 24, 1976. The difference in the book and tax 
basis of LIFO inventories resulted from the assignment of fair 
value to net assets acquired in business acquisitions which 
were accounted for as purchase transactions.

GULF OIL CORPORATION (DEC)

Current assets
Cash and marketable securities

1977
($ Millions)

1976

(Note 2 ) .................................
Receivables (less allowance of 

$44 and $48 million) (Note

$1,164 $1,989

3 ) ............................................ 2,596 2,907
Inventories (Note 4 ) ................... 1,369 1,242
Prepaid expenses........................ 58 41

Total current assets............. $5,187 $6,179
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NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Summary of Accounting Policies
Inventory Valuation—Crude oil, petroleum products, chem­

icals and certain merchandise inventories generally are val­
ued at annual average cost applied on the “ last-in, first-out” 
(LIFO) basis, which in the aggregate is lower than market 
value. Inventories of the Canadian subsidiary and of certain 
industrial and specialty chemicals (Kewanee) generally are 
valued at the lower of cost applied on a “ first-in, first-out” 
(FIFO) basis or market value. Materials and supplies are val­
ued at average cost or less depending on the condition of the 
items.

K E Y S T O N E  C O N S O L I D A T E D  I N D U S T R I E S ,  I N C .  

( J U N )

Note 4—Inventories

Millions of Dollars 
December 31

LIFO
Petroleum

1977 1976

United States......................... $ 279 $ 264
Europe ................................... 113 141
Other Foreign........................

Chemicals
74 85

United States......................... 74 67
Europe ................................... 24 30
Other Foreign........................ 5 5

Merchandise .............................. 13 12

FIFO
582 604

Petroleum (Canada)..................... 406 324
Chemicals .................................... 98 12
Merchandise .............................. 20 18

Average Cost
524 354

Materials and supplies.............. 239 227
Other ............................................ 24 57

263 284
$1,369 $1,242

United States...................................... $ 571 $ 486
Canada ............................................... 466 384
Europe ............................................... 162 197
Other Foreign.................................... 170 175

$1,369 $1,242

Quantity decreases in certain LIFO pools increased earn­
ings by $54 and $14 million, after considering taxes, in 1977 
and 1976, respectively. LIFO inventories were $1.19 and 
$1.14 billion less than current cost at December 3 1 , 1977 and 
1976 respectively.

Materials and supplies, and certain taxes on products car­
ried in inventory, are not included in the computation of cost 
of sales. The inventory amounts included in purchase costs 
used in the computation of cost of sales were $1.13 and 
$1.01 billion and $873 million at December 31, 1977, 1976 
and 1975, respectively.

Current assets:

1977
($000)

1976

Cash ............................................
Notes and accounts receivable,

$ 4,150 $ 7,512

net of allowances.................
Refundable income taxes...........
Inventories, at the lower of 

principally last-in, first-out

37,445
5,462

41,124

cost or market (Note C)....... 81,924 86,333
Prepaid expenses........................ 1,775 2,219

Total current assets...... $130,756 $137,188

Note C: Change in Accounting—
inventories— In 1977 the Company adopted the last-in, 

first-out (LIFO) method of valuing domestic inventories from 
principally the average cost method used in prior years. 
Management believes the LIFO method minimizes inflation- 
induced inventory profits and achieves a better match of cur­
rent costs with current revenues, and conforms to what is 
generally industry practice.

There is no cumulative effect on prior years because the 
June 30, 1976 inventory value is the beginning inventory 
value under the LIFO method. The change to LIFO had the 
effect of increasing the net loss for 1977 by $981,000 ($.52 
per share). Inventories would have been $1,962,000 higher 
at June 30, 1977 if the average cost method had been used 
for domestic inventory valuation.

Inventories at June 30, 1977 and 1976 consisted of the 
following:

1977 1976
(In Thousands)

Raw materials................................ $22,749 $27,875
Semifinished products................. 24,710 23,766
Finished products......................... 24,755 26,350
Supplies......................................... 9,710 8,342

$81,924 $86,333

M O B I L  C O R P O R A T I O N  ( D E C )

1977 1976
($000)

Current Assets
Cash ...................................................
Marketable securities, at amortized

$ 355,027 $ 338,311

cost (approximating market).. ..  
Accounts and notes receivable (less

1,109,879 941,506

estimated doubtful accounts).... 
Inventories

3,919,092 3,496,285

Crude oil and petroleum prod­
ucts ......................................... 2,291,665 2,020,918

Chemical products...................... 163,862 141,359
Retail merchandising.................. 959,832 858,081
Paperboard packaging................
Other, including materials and 

supplies...................................

135,358

224,290

130,659

229,863
Total Current Assets......................... $9,159,005 $8,156,982
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Major Accounting Policies (in part)
Inventories—Substantially all domestic inventories are 

valued at cost under the last-in, first-out (LIFO) method. 
Other inventories are valued generally at average cost. At the 
balance sheet date, inventories are valued at the lower of 
cost or market.

In certain foreign countries, Mobil is required to maintain 
crude oil and product inventories at levels, specified by gov­
ernment authorities, considered to be greater than normal 
working requirements. This portion of Mobil’s foreign inven­
tories is included on the balance sheet under “ Investments 
and Long-Term Receivables” and is not revalued when 
changes occur in average cost. When compulsory storage 
volumes increase, the added quantities are valued at the 
then-current average cost.

Inventories—Cost of inventories at December 31, 1977, 
and December 31, 1976, was lower than market value at 
those dates. Inventories valued at cost under the LIFO 
method represented about 42% of Mobil’s worldwide inven­
tories at December 31, 1977 and 1976. For those inventories 
valued under the LIFO method, the excess of the value of the 
inventory based upon replacement cost was $805 million and 
$720 million over the stated value of the inventory on the 
LIFO basis at December 31, 1977, and 1976, respectively.

In accordance with Accounting Principles Board (A.P.B.) 
Opinion No. 16, inventories include the excess of the fair 
value of Marcor, Montgomery Ward, and Container Corpora­
tion LIFO inventories at the dates of Mobil’s acquisitions over 
the tax basis for such inventories. As a result, LIFO inven­
tories at December 3 1 , 1977, exceeded their tax basis by $12 
million and taxable income for the year ended December 31, 
1977, was approximately $2 million greater than for financial 
accounting purposes.

At December 3 1 , 1977, approximately 16 million barrels of 
crude oil and product inventories on hand because of foreign 
compulsory storage requirements were included in “ Invest­
ments and Long-Term Receivables” at a value of $89 million. 
At December 31, 1976, 17 million barrels with a value of $87 
million were so classified.

REXNORD INC. (DEC)

Current Assets 
Inventories ...

1977 1976
($ 000)

$182,418 $165,868

OTHER FINANCIAL DATA ($000) 
Inventories

Raw materials and supplies.
Work in process...................
Finished goods......................

October, 31 
1977 

$ 32,269  
73,618 
76,531 

$182,418

1976 
$ 29,962 

60,409 
75,497 

$165,868

Inventories would increase by $12,965 in 1977 and $4,256 
in 1976 if the first-in, first-out method were used to value all 
inventories. The increase for 1977 includes an amount 
applicable to Fairfield Manufacturing Company, Inc., ac­
quired November 9, 1976; at that date such difference 
amounted to $6,496.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Accounting Policies 
Inventories— Inventories comprise material, labor and indi­

rect manufacturing costs and are valued at the lower of cost 
(determined on a first-in, first-out basis) or realizable value, 
except for approximately 10% in 1977 and 8% in 1976 valued 
on a last-in, first-out basis.

TEMTEX INDUSTRIES, INC. (AUG)

1977 1976
Current Assets:

Cash (including restricted cer­
tificate of deposit of $1,000)
(Note 4 ) .................................  $ 694,843 $ 880,053

Accounts and notes receivable 
(Notes 1, 2, and 4):
Trade, net of allowance for 

doubtful accounts of 
$108,054 in 1977 and
$108,073 in 1976 ........  3,267,229 2,247,129

United States Government
agencies.........................  958,110 1,022,761

Other...................................... 82,488 53,110
Inventories (Notes 1, 3, and 4) 4,432,610 4,341,277
Prepaid expenses........................ 167,865 79,390

Total current assets....... $9,603,145 $8,623,720

Note 1 (in part): Accounting Policies 
Inventories— Raw materials and supplies are stated at the 

lower of cost or replacement market. Work in process and 
finished goods are stated at the lower of cost or net realizable 
value, which is less than replacement market. See Note 3.
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Note 3: Inventories— Inventories are summarized below:

First-in
First-out

Last-in
First-out
("LIFO ")

A verage
Cost Total

August 3 1 , 19 77 :
Finished g o o d s ............................................ .............  $ 3 7 6 ,5 2 4 $ 6 3 8 ,1 4 4 $ 5 8 ,0 7 7 $ 1 ,0 7 2 ,7 4 5
W ork in p ro c e s s ........................................ .............  7 1 1 ,8 1 9 3 9 8 ,7 8 2 7 5 2 ,2 9 2 1 ,8 6 2 ,8 9 3
Raw  m ateria ls and supplies................. .............  8 3 4 ,6 9 8 5 9 9 ,6 7 8 6 2 ,5 9 6 1 ,4 9 6 ,9 7 2

Total ................................................ .............  $ 1 ,9 2 3 ,0 4 1 $ 1 ,6 3 6 ,6 0 4 $  8 7 2 ,9 6 5 $ 4 ,4 3 2 ,6 1 0

August 3 1 , 1 9 76 :
Finished g o o d s ............................................ .............  $ 2 9 9 ,8 8 8 $ 6 1 5 ,0 0 4 $  4 0 1 ,8 4 4 $ 1 ,3 1 6 ,7 3 6
W ork in p ro c e s s ........................................ .............  2 0 7 ,4 3 0 2 0 4 ,7 7 0 1 ,3 5 8 ,3 7 1 1 ,7 7 0 ,5 7 1
Raw  m ateria ls and supplies................. .............  6 1 3 ,8 5 0 5 8 2 ,2 6 5 5 7 ,8 5 5 1 ,2 5 3 ,9 7 0

Total ................................................ .............  $ 1 ,1 2 1 ,1 6 8 $ 1 ,4 0 2 ,0 3 9 $ 1 ,8 1 8 ,0 7 0 $ 4 ,3 4 1 ,2 7 7

The work in process inventories valued at average cost 
include $696,656 in 1977 and $1,305,608 in 1976 related to 
United States Government contracts on which revenues and 
costs are recognized on the unit-of delivery method. Such 
inventory includes approximately $103,000 in 1977 and 
$172,000 in 1976 relating to unamortized plant mobilization, 
start-up, and related administrative costs during the period 
prior to production which are being amortized as a part of the 
cost of the units delivered.

During 1977 and 1976, the Company reduced quantities of 
certain inventories. Such reductions resulted in liquidations of 
LIFO inventory quantities carried at lower costs prevailing in 
prior years as compared with the costs of 1977 and 1976 
purchases, the effect of which was to increase income before 
taxes by $141,000 and $180,000, respectively. However, 
those portions of the 1977, 1976, and 1975 inventory values 
determined by the LIFO method were less by approximately 
$854,000, $876,000, and $860,000, respectively, than such 
values based upon current costs.

Average Cost

B R I S T O L - M Y E R S  C O M P A N Y  ( D E C )

1977 1976
Current Assets:
Cash .................................................. $ 16,490,000 $ 32,835,000
Time deposits.................................... 84,431,000 54,636,000
Marketable securities (at cost which

approximates market)................ 174,719,000 177,790,000
Accounts receivable (less allowance

for doubtful accounts: 1977—
$ 1 9 ,4 1 8 ,0 0 0 ; 1976— CLAROSTAT MFG. CO., INC. (DEC)
$16,924,000).............................. 343,024,000 291,737,000

Other receivables.............................. 39,432,000 34,891,000 1977 1976
Inventories (Note 4 ) ......................... 358,363,000 325,950,000 Current assets:
Prepaid expenses.............................. 27,689,000 21,711,000 Cash ............................................ $ 419,160 $ 368,312
Prepaid taxes.................................... 34,112,000 31,149,000 Trade accounts receivable, less

Total Current Assets....... $1,078,260,000 $970,699,000 allowance for doubtful ac-
counts of $25,000 .............. 1,664,772 1,452,815

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Inventories, at lower of average
cost or market (Note 2 ) ...... 3,804,663 3,840,742

Note 1 (in part): Accounting Policies Prepaid expenses and sundry
Inventory Valuation— Inventories are generally stated at 

average cost, not in excess of market.
receivables............................ 188,890 265,060

Total current assets................... $6,077,485 $5,926,929

Note 4: Inventories Note 2: Inventories— Inventories are summarized as fol­
lows:

December 31,
1977 1976 December 31, January 1,

Finished goods................................... $168,632,000 $150,690,000 1977 1977
Work in process................................ 65,214,000 56,606,000 Raw Materials................................... $1,463,977 $1,509,338
Raw materials.................................... 74,826,000 69,601,000 Work in process................................ 1,150,550 925,937
Packaging materials......................... 49,691,000 49,053,000 Finished goods................................... 1,190,136 1,405,467

$358,363,000 $325,950,000 $3,804,663 $3,840,742
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GENERAL REFRACTORIES COMPANY (DEC) 1977 1976
(Thousands of dollars)

1977 1976 Finished products................... .......... $ 887,209 $ 776,805
(dollars in thousands) Work in process..................... .........  321,739 306,048

Current Assets Raw materials and supplies.. .........  520,529 501,534
Cash, including certificates of Total ................................. .........  $1,729,477 $1,584,387

deposit of $730,000 (1977)
and $1,794,000 (1 9 7 6 ).... $ 6,741 $ 7,362 The inventory used in computing cost of sales was less 

than the inventory in the statements of financial condition as 
the latter includes items such as trade-ins, repossessions 
and freight on shipments to sales outlets. Inventories used in 
the computation for the years ended October 31 , 1977 and 
1976 were as follows, in thousands of dollars:

Notes and accounts receivable
trade, less allowance
$ 9 5 0 ,0 0 0  (1977) and
$664,000 (1976)................. 63,491 56,901

Other receivables........................ 4,385 5,622
Inventories ................................. 84,852 79,343
Prepaid and o ther...................... 3,034 2,554 October 31:

Total current assets...... $162,503 $151,782 1977 .................................. .........................................  $1,662,827
1976 .................................. .........................................  1,531,060

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

1975 .................................. .........................................  1,589,669

Inventories

1977 1976 LIGGETT GROUP INC. (DEC)
(dollars in thousands)

Finished products.............................. $30,285 $23,715 1977 1976
Work in process................................ 5,701 4,963 ($000)
Raw materials.................................... 37,570 39,740 Current Assets
Supplies and repair parts................ 11,296 10,925 Inventories (Page 1 9 ) ...... .........  $339,332 $359,723

$84,852 $79,343

Inventories are stated at the lower of cost or market. The 
Company uses the last-in, first-out (LIFO) method of deter­
mining costs for approximately 25% of the inventories, and 
the average cost method for substantially all other inven­
tories.

If the average cost method utilizing current costs had been 
used for inventory valuation instead of the LIFO method, in­
ventories would have been higher by $12,415,000 (1977) 
and $9,296,000 (1976). During 1977, certain inventory quan­
tities were reduced, resulting in a liquidation of LIFO inven­
tory carried at lower costs prevailing in prior years compared 
with 1977 costs, the effect of which reduced the net loss by 
approximately $735,000 or $.19 per share.

INTERNATIONAL HARVESTER COMPANY (OCT)

FINANCIAL REVIEW (PAGE 19)
Inventories— Inventories at December 31 were:

Leaf tobacco...............................
Bulk whiskeys............................
Finished goods and in process. 
Raw materials and supplies....

1977 1976
(Dollars in thousands) 

$199,645 $227,901
33,168 29,055
63,407 60,751
43,112 42,016

$339,332 $359,723

1977 1976

Current Assets
Inventories (Note 10).

($000)

$1,729,477 $1,584,387

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Accounting Policies
Inventory Valuation— Inventories are valued generally at 

the lower of cost or market. Cost is determined substantially 
on the basis of average cost for the year including the cost of 
opening inventory. Market is considered as replacement 
value which, with respect to labor and overhead, is the cost 
considered attainable under normal operating conditions.

Note 10: Inventories and Cost of Sales— Inventories at Oc­
tober 31 are summarized as follows:

The decrease in inventories is primarily due to the reduc­
tion of leaf tobacco inventory quantities. Bulk whiskeys in­
creased due to greater requirements for increased sales of 
WILD TURKEY.

S U M M A R Y  O F S IG N IF IC A N T ACCO UNTING  
POLICIES

Inventories— Inventories are valued at the lower of cost 
(principally average) or market. Imported inventories, stored 
in bond and in transit, do not include taxes to which they are 
subject upon withdrawal from bond. Upon payment, such 
taxes increase the cost of inventories. Although substantial 
portions of inventories of leaf tobacco, bulk whiskeys, and 
wines will not be used or sold within one year because of the 
time required for aging, they are included in current assets 
which is common practice in the respective industries.
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SIMPLICITY PATTERN CO. INC. (JAN)

Current Assets
Cash (including time deposits of 

$2,142,552 and $4,951,159,

1978 1977

respectively)................................
Short term investments, at cost (ap-

$ 4,570,300 $ 6,893,285

proximate market value)...........
Accounts receivable, less allowance 

for doubtful accounts—  
$3,154,481 and $3,372,533,

55,938,115 51,067,758

respectively................................. 20,252,729 20,725,275
Inventories ....................................... 14,166,367 13,037,047
Prepaid expenses.............................. 1,395,693 1,368,781

$96,323,204 $93,092,146

N O T E S  TO  T H E  F IN A N C IA L  S T A T E M E N T S

N o te  1 (in  p a r t ) :  S u m m a ry  o f  S ig n if ic a n t  A c c o u n t in g  
P o lic ies

In v e n to rie s— Inventories generally are stated at average 
cost, not in excess of market.

N o te  3: Inventories are summarized as follows:

1978
Raw materials....................................  $ 3,741,729
Work in process................................ 3,414,178
Finished goods................................... 5,833,207
Materials and supplies..................... 1,177,253

$14,166,367

January 31,
1977 

$ 3,939,526  
2,744,146  
5,054,274  
1,299,101 

$13,037,047

WARNER COMMUNCIATIONS INC. (DEC)

Current assets:
Cash ..................................................
Marketable equity securities, at 

cost (which approximates mar­
ket) ...............................................

Accounts and notes receivable, less 
allowances for doubtful receiva­
bles and magazine and record 
returns (1977—  
$143,843,000; 1976—
$116,332,000) .........................

Inventories .......................................
Other current assets.........................

Total current assets.............

1977 1976
($000)

$ 27,051 $ 19,274

24,208

259,969
149,331
44,139

$480,490

167,826
115,519
42,620

$369,447

Production costs applicable to theatrical and television re­
lease of each film production are amortized based upon 
management’s estimate of the total revenue that will be 
realized. Such estimates are revised periodically and losses, 
if any, are provided for in full.

Film rights for television exhibition include (1) a portion of 
the cost of released feature productions which is allocated to 
television exhibition based generally upon the income ex­
pected to be derived therefrom and (2) the cost of exclusive 
licenses to distribute certain feature motion pictures for tele­
vision exhibition.

The Company recognizes income from television licensing 
agreements when each film is available for telecasting by the 
licensee, provided certain conditions of sale have been met.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1: Inventories— Inventories consist of the following:

As of December 31 (Thousands) 
1977 1976

Non- Non-
Current Current Current Current

Film productions for 
theatrical exhibition:
Released, less amor­

tization.................  $ 21,800 —  $ 23,363 —
Completed and not re­

leased...................  18,349 —  27,723 —
In process ................  —  $ 9,907 —  $12,924

Film rights for television 
exhibition, less amor­
tization........................ 14,108 30,708 11,724 13,227

Records, tapes, maga­
zines and books........  39,547 —  33,885 —

Toys and electronic
games.........................  55,527 —  18,824 —

$149,331 $40,615 $115,519 $26,151

Inventories of motion picture films are stated at the lower of 
cost less amortization, or estimated realizable value. Rec­
ords, tapes, magazines, books, toys and electronic games 
are stated at the lower of average cost or estimated realiza­
ble value.

In accordance with industry practice, records, tapes, 
magazines and books are usually sold to customers with a 
right to return unsold items. Revenues from these and other 
sales represent gross sales less a provision for future re­
turns. It is WCI’s general policy to value returned goods in­
cluded in inventory at estimated realizable value but not in 
excess of cost.

S U M M A R Y  O F  S IG N IF IC A N T  A C C O U N T IN G  
P O L IC IE S

A c c o u n tin g  fo r M o tio n  P ic tu re s — Current assets include 
(1) the cost allocated to theatrical markets of films released, 
less amortization, and films completed not released, and (2) 
the cost of television films in production pursuant to a con­
tract of sale. Costs allocated to secondary markets, films in 
production and all other costs related to film production are 
classified as non-current assets.
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XEROX CORPORATION (DEC)

Current Assets
Cash ..................................................
Bank time deposits, interest bearing 
Marketable securities, at cost 

which approximates market....
Trade receivables (less allowance 

for doubtful receivables;
1977— $ 46 ,2 81 ; 1976—
$39 ,215 )......................................

Accrued rentals.................................
Inventories, at the lower of average

cost or market............................
Prepaid expenses and other current

assets............................................  128,668
Total current assets.........................  $2,268,563

1977 1976
($000)

$ 73,327 $ 70,934
338,397 241,748

280,239 359,671

fleet practices appropriate to the businesses in which they 
operate. The significant policies are summarized below.

Inventories— Inventories are stated at the lower of cost or 
market. The major portion of the Company’s inventories is 
based on standard costs, adjusted as required to reflect ap­
proximate actual costs; other inventories are based on aver­
age costs. Quantities in excess of estimated requirements 
are not valued. Progress payments received on contracts as 
to which title to the related inventories vest in the United 
States government are deducted from the applicable inven­
tories.

731,043
191,615

525,274

617,193
177,209

473,080

118,954
$2,058,789

Inventories— Inventories consist of;

(Dollars in thousands) 1977
Finished products.............................. $389,485
Work in process................................ 51,106
Raw materials and supplies............. 84,683
Total inventories............................... $525,274

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

1976
$354,898

50,888
67,294

$473,080

Inventories used in the computation of cost of sales were 
$525,274,000, $473,080,000 and $465,689,000 at De­
cember 31, 1977, 1976 and 1975, respectively.

Standard Cost

FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION (DEC)

Current assets:
Cash ............................................
Temporary cash investments at 

cost, which approximates
market....................................

Accounts and notes receivable, 
less allowance for doubtful 
accounts of $2,330,000 and
$2,766 ,000 ...........................

Inventories .................................
Accumulated income tax pre­

payments ..............................
Prepaid expenses and other cur­

rent assets............................
Total current assets.............

Inventories consist of:

(in thousands)
Raw materials and parts.................
Work-in-process, less progress 

payments of $6,331 and
$ 5 ,1 3 0 .........................................

Finished goods...................................

JANTZEN INC. (AUG)

Current Assets:
Inventories— Note 2.

January 1, 
1978 

$18,473

35,010
24,520

$78,003

January 2, 
1977 

$21,857

46,773
27,901

$96,531

1977 1976

$24,936,186 $32,851,839

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies:
Inventories— Inventories of finished goods and work in 

process are stated at the lower of standard cost (approxi­
mates actual cost on the first-in, first-out basis) or market. 
Inventories of raw materials are stated at the lower of aver­
age cost or market.

Note 2: Inventories:

1977 1976 Finished goods......................
1977 1976

($000)
............  $ 9,574,875 $13,393,913

Work in process...............................  4 ,140,440 4,927,443

$ 10,876 $ 14,606
Raw materials....................... ............  11,220,871 14,530,483

$24,936,186 $32,851,839

32,165 12,292

72,670
78,003

8,101

5,877
$207,692

82,230
96,531

6,906

3,669
$216,234

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Accounting Policies: Ac­
counting policies of the Company and its subsidiaries con­
form with generally accepted accounting principles and re-

PITNEY-BOWES, INC. (DEC)

1977 1976
Current assets

Cash ............................................  $ 8 ,072,000 $ 5,079,000
Marketable securities, at cost

which approximates market 47,110,000 39,131,000
Accounts receivable, less allow­

ances: 1977, $5,419,000;
1976, $5 ,085 ,000 ..............  113,302,000 102,213,000

Inventories .................................  128,560,000 115,558,000
Receivables from wholly owned

finance subsidiaries..............  2,526,000 —
Other current assets and pre­

payments................................ 13,619,000 9,559,000
Total current assets............. $313,189,000 $271,540,000
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of significant accounting 
policies

Inventory valuation— Inventories are valued at the lower of 
cost or market with provision made for obsolete and slow- 
moving items. Raw materials, work-in-process, and service 
parts and supplies are valued at standard costs, which ap­
proximate actual costs on a first-in, first-out basis. Finished 
equipment is valued at standard costs, which approximate 
actual costs. Standard costs are reviewed and adjusted an­
nually.

Note 3: Inventories

December 31 1977 1976
Raw materials and work-in-process $ 59,890,000 $ 53,758,000
Supplies and service parts............. 26,534,000 23,459,000
Finished products..............................  42,136,000 38,341,000
Total inventories................................ $128,560,000 $115,558,000

Inventories—Merchandise inventories are stated at the 
lower of cost or market, determined by the retail method. 
Manufacturing inventories are stated at the lower of cost 
(FIFO basis) or market. Manufacturing inventory costs are 
stated at the actual production cost, including factory over­
head.

Note 5: Inventories

Merchandise ....................................  $
Manufacturing inventories:

Finished goods............................
Raw materials..............................
Goods in process ........................

Supplies ..............................................

1977
6,234,726

2,397,261
1,977,105
1,482,488

72,746

1976 
$ 6,499,359

3,558,543
3,191,652
1,167,981

71,435
$12,164,326 $14,488,970

Inventories used in computing cost of sales were $9,990,454 
at the beginning of 1976, $14,488,970 at May 29, 1976 and 
$12,164,326 at May 28, 1977.

Retail Method

K MART CORPORATION (JAN)

1978 1977
Current Assets:

Merchandise inventories........... $2,148,645,000 $1,738,262,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Inventory— Merchandise inventories are valued at the 
lower of cost or market, using the retail method, on the last-in, 
first-out basis for certain domestic inventories and the first-in, 
first-out basis for the remainder.

Note B: Merchandise Inventories—A summary of inven­
tories by method of pricing and the excess of current cost 
over stated LIFO value follows:

January 25, 
1978

Last-in, first-out (cost not in
excess of market).........  $1,497,685,000

Lower of cost (first-in ,
first-out) or market........  650,960,000

$2,148,645,000
Excess of current cost over

stated LIFO value...........  $ 72,797,000

SPENCER COMPANIES, INC. (MAY)

1977

January 26, 
1977

$1,168,588,000

569,674,000
$1,738,262,000

$ 53,100,000

1976
Current assets:

Inventories (Note 5 ) ...................  $12,164,326 $14,488,970

NOTES TO THE CONSOLIDATED FINANCIAL STATE­
MENTS

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

Production Cost

THE AMERICAN DISTILLING COMPANY (SEP)

1977 1976
Current assets:

Cash ............................................  $ 3 ,660,000 $ 4,966,000
Commercial paper......................  —  1,500,000
Accounts receivable— trade 

(less allowance for doubtful 
accounts of $351,000 for 
1977 and $ 3 5 5 ,0 0 0  for
1976)......................................  17,070,000 16,336,000

Federal income tax receivable
(Note 6 ) .................................  498,000 —

Prepaid expenses and other cur­
rent assets............................  537,000 825,000

Inventory, at lower of cost or 
market:
Bulk whiskies and spirits ... 25,474,000 24,768,000
Case goods............................  3,116,000 2, 726,000
Work in process, raw mate­

rials and supplies...........  2 ,051,000 1,651,000
30,641,000 29,145,000

Total current assets......  $52,406,000 $52,772,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies 
inventories— Bulk whiskies and spirits produced by the 

Company are stated at production cost plus storage and 
those purchased from others are stated at acquisition cost 
plus storage. Bulk whiskies and spirits are stored under gov­
ernment bond with cost thereof determined by specific iden­
tification and, following generally recognized industry prac­
tices, are included in current assets regardless of the dura­
tion of the aging process.

Case goods produced by the Company and those pur­
chased from others are stated at lower of first-in, first-out cost 
or market.
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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 not payable until the goods are 
bottled and sold; therefore, no liability for taxes is recorded 
until shipment to customers. The Company has included the 
federal and state taxes applicable to goods sold 
($71,705,000 in 1977 and $78,164,000 in 1976) in cost of 
sales.

BEECH AIRCRAFT CORPORATION (SEP)

1977 1976
Current Assets

Cash ............................................  $ 2,883,889 $ 4,783,990
Marketable securities— at cost

(approximate market).......... 6 ,433,248 239,618
Installment notes and accounts 

receivable;
Installment receivables, less 

allowances for losses 
and unearned finance
charges............................  40,034,408 29,610,041

United States Government
and prime contractors... 6 ,503,490 6,216,018

Other, less allowances of 
$329,848 in 1977 and
$283,789 in 1976 ........  7,541,834 6,966,163

54,079,732 42,792,222
Inventories .................................  124,940,146 106,044,518
Prepaid expenses........................ 715,556 695,027

Total Current Assets. $189,052,571 $154,555,375

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Part A (In part): Accounting Policies
Inventories—Company operated and demonstrator aircraft 

are carried at estimated production cost and are reduced by 
allowances for usage, selling costs, and anticipated recondi­
tioning costs upon disposition.

Work-in-process including finished aircraft are stated at 
total production cost incurred (including overhead and initial 
tooling) reduced by the estimated costs of units delivered.

Materials and parts and work-in-process inventories are 
carried at the lower of cost (last-in, first-out) or market.

In accordance with industry practice, inventories include 
costs relating to programs and contracts having production 
cycles longer than one year and, accordingly, a portion 
thereof will not be realized within one year.

Note C: Inventories— Following is a summary of inven­
tories at the balance sheet dates:

1977 1976
Company-operated and dem­

onstrator aircraft......  ..............  $ 13,199,929 $ 14,443,820
Work-in-process................................ 95,064,942 77,609,417
Less progress payments...................  (17,907,209) (21,379,556)
Materials and parts.........................  45,090,264 39,898,235

135,447,926 110,652,916
Less adjustments to LIFO costs......  (10,507,780) (4,608,398)

$124,940,146 $106,044,518

LOCKHEED CORPORATION (DEC)

Current assets:
Cash and equivalents (Notes 3 and

8) ................................................

Restricted cash (Note 3 ) .................
Accounts receivable (Note 4 ) ..........
Inventories (including TriStar inven­

tories of $109.4 in 1977 and 
$166.0 in 1976) (Notes 2, 5,
and 8) ...........................................

Deferred tax charges........................
Prepaid expenses..............................

Total current assets...................

1977
($ Millions)

$132.8
86.4

235.0

341.7

53.0
$848.9

1976

$140.8
36.7

195.8

405.4
15.1
45.0

$838.8

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

The consolidated financial statements include the ac­
counts of all wholly owned subsidiaries except Lockheed Fi­
nance Corporation (accounted for on the equity basis), the 
accounts of which are not significant. The consolidated finan­
cial statements are based on the following accounting 
policies and practices:

a. Inventories:

—Stated at the lower of cost or estimated net realizable 
value;

— For materials and spare parts, cost represents average 
cost;

—Work in process includes direct costs (including com­
missions on foreign government contracts) and allocable 
operating overhead;

— General and administrative expenses are allocated to 
contracts or programs and:

— Included in work in process for U.S. and noncommercial 
foreign government fixed price contracts;

— Excluded from work in process and charged to earnings 
as incurred for commercial contracts and programs;

— Sales, both military and commercial, are principally 
under long-term contracts or programs. Accordingly, the 
Company’s operating cycles are more than one year, and 
inventories related to such contracts and programs are in­
cluded in current assets.

Note 2 (in part): L-1011 TriStar Program
Inventories and Orders—Through December 25, 1977, a 

total of 149 TriStar commercial jet transports had been deliv­
ered. During 1977 the Company received firm orders for five 
aircraft, including the conversion of second-buy orders for 
three aircraft. At December 25, 1977, there remained 18 un­
filled firm orders and 43 second-buy orders. Second-buy or­
ders generally have minimal down payments that are re­
tained by the Company if the orders are canceled.
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TriStar inventories were as follows (in millions of dollars):

December December
25, 1977 26, 1976

Completed and substantially com­
plete aircraft................................ $ - $ 55

Work in process................................ 149 168
Materials and spare parts.............. 55 57
Advances to subcontractors............. 28 26

Gross inventories........................ 232 306
Less customer advances................... 123 140

Net inventories............................ $109 $166

Customers’ advances at December 25, 1977, include 
$13.1 million of interest-bearing prepayments from an airline 
customer. These prepayments will be liquidated against 
scheduled deliveries. In addition, customer advances ag­
gregating $14.7 million at December 25, 1977, are secured 
by specific equipment included in inventories.

Note 5: Inventories— Inventories consist of the following (in 
millions of dollars):

December 
25, 1977

December 
26, 1976

Programs other than TriStar:
Work in process, principally on

long-term contracts.............. $453 $624
Materials and spare parts........ 94 87
Advances to subcontractors...... 237 184

Gross inventories.................
Less customer advances and

784 895

progress payments..............
Net inventories— programs

551 656

other than TriStar........... 233 239
TriStar net inventories (Note 2 ) . . . . 109 166

Net inventories...................... $342 $405

The cost of delivered items in excess of the estimated aver­
age cost of all units expected to be produced, claims, initial 
tooling, and other start-up costs included in work in process 
were not significant in either year and will be recovered in the 
selling prices under the applicable contracts.

A substantial portion of the non-TriStar inventories is 
applicable to U.S. Government contracts. Under the contrac­
tual arrangements by which the Company receives progress 
payments from the U.S. Government, title to inventories iden­
tified with related contracts is vested in the Government.

ROCKWELL INTERNATIONAL CORPORATION 
(SEP)

Current Assets: 
Inventories .. ..

1977
(In millions) 

$863.2

1976

$894.0

NOTES TO FINANCIAL STATEMENTS
Note 4: Inventories— Inventories at September 30 are 

summarized as follows (in millions):

Finished goods...................................
Inventoried costs related to United 

States Government contracts 
and other long-term contracts
and programs..............................

Work in process................................
Row materials, parts and supplies.
Total ..................................................
Less allowance to adjust the carry­

ing value of certain inventories 
(1977, $452.5 million; 1976, 
$422.2  million) to a last-in,
first-out (LIFO) basis...................

Remainder .........................................
Less progress payments on long­

term contracts and programs... 
Inventories ........................................

1977 
$ 274.1

145.4
383.1
255.0

1,057.6

135.6
922.0

$
58.8

863.2 $

1976
260.9

238.0  
376.2
253.1 

1,128.2

127.9
1,000.3

106.3
894.0

Inventories are stated at the lower of cost (using LIFO, 
FIFO, or average methods) or market (determined on the 
basis of estimated realizable values), less progress pay­
ments received. Title to all inventories related to those United 
States Government contracts that provide for progress pay­
ments vests in the United States Government.

Inventoried costs related to United States Government 
fixed-price-type contracts and other long-term contracts and 
programs of the aerospace and electronics businesses are 
stated generally at the total of the direct costs of manufactur­
ing, engineering and tooling, and overhead costs applicable 
thereto, less costs allocated to delivered items and reduc­
tions, where applicable, to estimated realizable values. Ex­
cept for the Collins and business aircraft divisions of these 
businesses, general and administrative expenses (including 
bidding expenses and independent research and develop­
ment costs) allowable in accordance with United States Gov­
ernment procedure practices are included in overhead costs.

In accordance with industry practice, inventoried costs re­
lated to long-term contracts and programs of the aerospace 
and electronics business include amounts which are not ex­
pected to be realized within one year.

At September 30, 1977 and 1976 inventoried costs did not 
include any significant amounts of unamortized tooling, learn­
ing curve and other deferred costs, or claims or other similar 
items subject to uncertainty concerning their determination.

General and administrative expenses related to United 
States Government contracts incurred and charged to inven­
toried costs were $180.9 million and $158.1 million in 1977 
and 1976, respectively. General and administrative expenses 
remaining in inventoried costs are estimated at $11.5 million 
and $16.8 million at September 30, 1977 and 1976, respec­
tively. Such estimates assume that general and administra­
tive expenses for each contract have been relieved from in­
ventories on a basis proportional to total costs charged to 
inventories.
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THE SING ER C O M PAN Y (DEC)

1977 1976
(Amounts in Millions)

Current Assets:
Cash and cash equivalents (note 2) 
Accounts receivable:

$ 96.9 $ 108.6

Trade:
Instalment (note 3 ) .............. 172.2 156.2
Other ...................................... 179.0 188.4

Miscellaneous ............................ 38.4 60.4
389.6 405.0

Less:
Unearned carrying charges . 
Allowances for doubtful

40.0 31.6

accounts— Schedule X I I . 16.6 17.7
333.0 355.7

Inventories (note 4 ) ......................... 475.8 423.5
Prepaid expenses.............................. 10.4 10.9
Current assets of discontinued op­

erations (note 9 )......................... 62.7 167.8
Total current assets . $978.8 $1,066.5

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Accounting Policies
Inventories— Inventories are stated at the lower of cost 

(generally on a first-in, first-out basis) or market. Cost, other 
than for long-term contracts, includes all direct and indirect 
production costs. Inventories pertaining principally to long­
term contracts are stated at their actual production cost, in­
cluding factory overhead and general and administrative ex­
penses, net of progress payments received.

Note 4: Inventories— Inventories at December 31, 1977 
and 1976, are summarized as follows:

1977 1976
(Amounts in Millions)

Finished goods................................... $262.7 $231.4
Inventoried costs relating to long­

term contracts and programs ... 45.7 31.3
Work in process............................... 124.1 121.8
Raw materials and supplies............. 63.3 56.6

495.8 441.1
Less progress payments received .. 20.0 17.6

$475.8 $423.5

Inventories relating to long-term contracts and programs 
include recoverable general and administrative costs. The 
amounts for 1977 and 1976 are as follows:

1977 1976
(Amounts in Millions)

Included in inventory at beginning of
year............................................... $ 4.5 $ 5.5
Additions .................................... 44.6 44.8
Charged to cost of sales........... (43.6) (45.8)

Included in inventory at end of year $ 5.5 $ 4.5

Deferred preproduction and related costs pertaining to 
long-term contracts are not material.

The opening and closing inventories, net of progress pay­
ments received, used in determining cost of sales from con-

tinuing operations are as follows:

(Amounts in
December 31, Millions)
1977 ..................................................................................  $475.8
1976 ...............................    423.5
1975   423.6
1974 ..................................................................................  498.8
1973 ..................................................................................  441.2
1972 ..................................................................................  398.7

Market

AR C H E R  DANIELS M ID LAN D C O M PAN Y (JUN)

Current Assets 
Inventories— Note 5.

1977 1976

$281,567,418 $270,347,544

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Inventories— Inventories of most grains, flour and meal are 
valued on the basis of market prices in the applicable market 
location at June 30, including appropriate adjustments of 
open purchase and sale contracts. Advances received on 
sales of grain are netted against the applicable inventory 
accounts. The Company generally follows a policy of hedging 
its transactions in these and certain other commodities to 
minimize risk due to market fluctuations.

Note 5—Inventories

1977 1976
Grains, flour and meal......................  $214,926,368 $187,142,197
Soybean oil and other LIFO inven­

tories ............................................  24,097,813 49,300,420
Other raw materials, sundry prod­

ucts and supplies......................... 42,543,237 33,904,927
Total ............................................  $281,567,418 $270,347,544

Soybean oil and other LIFO inventories have a FIFO cost 
in excess of the inventory basis used in the financial state­
ments of $28,604,000 at June 30, 1977 and $26,573,000 at 
June 30, 1976. In addition, accounts payable include 
$3,833,000 ($8,961,000 for 1976) for the anticipated cost in 
excess of LIFO basis of replacing quantities of certain LIFO 
inventories by December 31, 1977, the end of the reporting 
year for income tax purposes.

During fiscal 1977, soybean oil and other LIFO inventory 
quantities were reduced. This resulted in a liquidation of LIFO 
inventory quantities carried at lower costs prevailing in prior 
years as compared with the cost of 1977 purchases. The 
impact of this liquidation was to increase net earnings by 
approximately $4,850,000.
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TH E P ILLSBU R Y C O M PAN Y (MAY)

1977 1 9 7 6

Current assets:
Cash (N ote 8 ) .....................................  $  1 0 ,8 5 2 ,0 0 0  $ 1 5 , 1 3 1 , 0 0 0
M a rke ta b le  securities, at cost

(approxim ates m ar k e t ) .......... 6 8 ,6 9 4 ,0 0 0  8 7 ,5 6 2 ,0 0 0
Receivables, less allow ance fo r  

d o u b tfu l ac co u n ts  o f 
$ 6 , 1 0 8 , 0 0 0  and
$ 4 ,4 4 6 ,0 0 0 ,  respectively . .  1 8 7 ,6 6 1 ,0 0 0  1 4 6 ,0 5 7 ,0 0 0

Inventories (Notes 1 and 4 ) . . . .  1 6 9 ,1 9 2 ,0 0 0  1 5 7 ,0 8 2 ,0 0 0
Advances on p u rc h a s e s ................ 1 5 6 ,0 8 4 ,0 0 0  6 8 ,9 3 3 ,0 0 0
Prepaid e x p en ses .............................  1 2 ,7 4 4 ,0 0 0  1 2 ,3 8 9 ,0 0 0
A ssets  o f d is co n tin u ed  w in e

business (N ote 2 ) .....................  —  9 ,3 0 6 ,0 0 0
Total current a s s e ts ........  6 0 5 ,2 2 7 ,0 0 0  4 9 6 ,4 6 0 ,0 0 0

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of significant accounting 
policies:

Inventories— Grain is stated on the basis of market prices 
at May 31, including adjustment to market of open contracts 
for purchases and sales. The Company follows a policy of 
hedging grain and certain other inventories to the extent con­
sidered practicable to minimize risk due to market price fluc­
tuations. Other inventories are stated at cost (first-in, first-out) 
or market, whichever is lower.

Note 4: Inventories— Inventories, which include material, 
direct labor and manufacturing overhead, were as follows:

M a y  31
1 9 7 7  1 9 7 6

Grain ..............................................................  $ 5 7 ,4 8 2 ,0 0 0  $  5 2 ,4 6 9 ,0 0 0
Finished p ro d u c ts .....................................  6 4 ,5 3 2 ,0 0 0  6 6 ,7 3 8 ,0 0 0
R aw  m a te r ia ls , c o n ta in e rs  and

supplies..................................................  4 7 ,1 7 8 ,0 0 0  3 7 ,8 7 5 ,0 0 0
$ 1 6 9 ,1 9 2 ,0 0 0  $ 1 5 7 ,0 8 2 ,0 0 0

The amounts of opening and closing inventories used in 
determining cost of products sold were the total amounts 
above and $130,214,000 at May 31, 1975.

TABLE 2-10: PREPAID ITEMS

N um ber of Companies

Nature
1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4

P re p a id  e x p e n s e s ..................
P r e p a id  e x p e n s e s  a n d

2 9 5 3 0 6 3 1 4 2 9 7

o ther cu rren t a s s e ts . . . .  
Prepaid expenses and taxes

7 9 6 6 4 7 61

paid in a d v a n c e .................. 3 5 32 33 3 0
Taxes paid in a d v a n c e .......... 18 10 18 22
Supplies and p re p a id  e x ­

penses ................................... 10 11 12 13
O th e r ca p tio n s  in d ica tin g  

prepaid e x p e n s e s .............. 3 9 4 2 3 8 7 4

1 9 7 7 1 9 7 6
(M illion s)

$ 2 3 .1 $ 2 8 .3

6 5 .6 7 .3

4 5 0 .6 4 0 1 .6
4 1 .7 3 3 .4

6 4 0 .0 6 0 4 .3
6 .4 5 .8

$ 1 ,2 2 7 .4 $ 1 ,0 8 0 .7

PREPAID EXPENSES

Table 2-10 summarizes the nature of prepaid expense 
items appearing in the current asset section of the survey 
companies’ balance sheets. Table 2-10 shows that the cap­
tion prepaid expenses is frequently shown, without further 
explanation, as a current asset.

ALU M IN U M  C O M P A N Y  O F AM E R IC A  (DEC)

Current assets:
Cash ......................................................
Short-term  investm ents, at cost

approxim ating m a rk e t ............
R eceivab les  fro m  cu stom e rs , 

less a llo w a n c e s : 1 9 7 7 ,
$ 2 .8 ;  1 9 7 6 , $ 2 . 9 ....................

O ther rec e iv a b le s .............................
Inventories ( B ) ...................................
Prepaid insurance and taxes . . .  

Total cu rrent a s s e ts ........

FRANKLIN  M INT C O R P O R ATIO N  (DEC)

1 9 7 7  1 9 7 6

Current Assets
Cash ..............................................................  $ 7 ,7 6 9 ,0 0 0  $ 4 ,0 0 9 ,0 0 0
Accounts receiva ble, less a llo w a nce 

fo r  d o u b tfu l ac co u n ts  o f 
$ 7 , 9 4 6 , 0 0 0  in 1 9 7 7 ;  and
$ 6 ,9 8 8 ,0 0 0  in 1 9 7 6 ...................... 6 0 ,2 8 2 ,0 0 0  5 8 ,1 0 9 ,0 0 0

Inventories
Precious m e ta ls ......................................... 1 6 ,0 8 4 ,0 0 0  1 9 ,8 7 4 ,0 0 0
O ther inventory , a t lo w er of firs t-in ,

firs t-ou t cost or m a r k e t ................ 1 3 ,4 8 9 ,0 0 0  1 3 ,8 8 1 ,0 0 0
2 9 ,5 7 3 ,0 0 0  3 3 ,7 5 5 ,0 0 0

Prepaid promotion costs, am ortiza­
ble w ith in  one y e a r .........................  3 0 ,6 2 4 ,0 0 0  2 8 ,5 5 1 ,0 0 0

D eferred charges relating to future
precious m etal re q u ire m e n ts .... 6 3 4 ,0 0 0  4 ,1 5 5 ,0 0 0

Other prepaid e x p en ses .......................  7 ,8 4 1 ,0 0 0  6 ,7 7 5 ,0 0 0
Total current a s s e ts ................ $ 1 3 6 ,7 2 3 ,0 0 0  $ 1 3 5 ,3 5 4 ,0 0 0

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Sales Orders and Related Promotion Costs—The com­
pany’s principal method of selling its products is through di­
rect mail and newspaper or magazine advertisements. Ad­
vance payments from customers are received with the sales 
order on certain programs. Depending on the contractual 
agreement between the company and the customer, ship­
ments are made either as single mailings, as a series over a 
number of months, or as single mailings of the remaining 
medals in a series program. Sales and income are not recog­
nized until shipment is made. Printing and mailing costs of 
direct mail advertising, the cost of media advertisements and 
the cost of the collector albums or chests shipped to a cus­
tomer at the beginning of a series are deferred and charged 
against income over the shorter of the shipment period or fifty
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months. For programs where promotion costs are amortized 
over the shipment period, adjustments are made to the defer­
red balances by additional charges to income whenever the 
company makes downward revisions to series fulfillment ex­
pectations. Costs incurred by company personnel in the de­
velopment of sales programs, including salaries and wages, 
art work and other administrative expenses, are expensed in 
the period incurred.

GEO. A. H O R M EL & C O M PAN Y (OCT)

PE N N W A LT CO R PO R ATIO N  (DEC)

Current Assets
1977 1976

Cash ............................................
Short-term marketable

securities— at cost which

$ 7,671,882 $ 9,576,620

approximates market .........
Accounts receivable, less allow­

ance for doubtful accounts 
(1 97 7 — $ 2 6 5 ,0 0 0 ;

21,791,957 12,243,567

1976— $207,500)................
Inventories of products, live­

stock, packages and

50,838,009 49,225,189

supplies— Note C ................. 73,843,524 56,172,526
Prepaid insurance and other ex­

penses .................................... 1,101,201 828,129
Total Current Assets. $155,246,573 $128,046,031

JOHNSON PRODUCTS CO., INC. (AUG)

Current assets:
Cash (including certificates of 

deposit of $ 1 ,47 8 ,0 00  in 
1977 and $1 ,542 ,000  in

1977 1976

1976)...................................... $ 2,022,000 $ 1,920,000
Commercial paper......................
Receivables:

Trade, less allowances for 
doubtful accounts of 
$160,000 in 1977 and

4,775,000 2,815,000

$175,000 in 1976 ........ 7,610,000 9,670,000
Other ...................................... 82,000 188,000

Inventories (Note 2 ) ................... 4,523,000 6,185,000
Prepaid expenses (Note 3)........ 1,014,000 774,000
Future income tax benefits...... 199,000

Total current assets............. $20,026,000 $21,751,000

Note 3 : Prepaid Expenses—Prepaid expenses are sum­
marized as follows:

1977 1976
Television production costs............. $ 277,000 $187,000
Inventories of promotional materials 191,000 226,000
Insurance and other......................... 546,000 361,000

$1,014,000 $774,000

1977 1976
(Thousands of Dollars)

Current assets
Cash, including certificates of de­

posit of $37,000 and $946,000 
Marketable securities, at cost, 

which approximates market.. ..  
Total cash and marketa­

ble securities.............
Receivables.......................................
Inventories .......................................
Prepaid pension costs and other ex­

penses ...........................................
Total current assets......

OTHER CURRENT ASSET CAPTIONS

Table 2-11 summarizes the nature of accounts (other than 
cash, marketable securities, inventories, and prepaid ex­
penses) appearing in the current asset section of the balance 
sheets of the survey companies. Examples of captions de­
scribing such other current asset accounts follow.

$ 5,947 $ 3,255

14,540 35,987

20,487 39,242
150,071 130,313
154,511 147,455

14,987 12,187
$340,056 $329,197

Deferred income Tax

BR IG G S & STRATTO N C O R P O R ATIO N  (JUN)

Current Assets:
Future Income Tax Benefits.

1977 1976

$4,407,000 $3,328,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Future Income Tax Benefits— Where timing differences re­
lating to current assets and current liabilities result in a higher 
taxable income than that recorded in the accounts, the tax 
effect is shown as future income tax benefits, a current asset 
in the balance sheet.

Unbilled Costs

A LPH A PO RTLAN D INDU STR IES, INC. (DEC)

1977

Current Assets:
Costs and estimated earnings in 

excess of billings on uncom­
pleted contracts.....................

($000)

$1,297

1976

$390

S U M M A R Y  O F S IG N IF IC A N T A C CO UNTING  
POLICIES

Construction Accounts— Earnings on long-term construc­
tion contracts are recognized on the percentage-of-
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T A B L E  2 -1 1 :  O T H E R  C U R R E N T  A S S E T  C A P T IO N S
EMERSON ELECTRIC CO. (SEP)

Number of Companies

Nature
1977 1976 1975 1974

Deferred income taxes........ 62 74 76 68
Unbilled costs........................ 26 22 35 45
Property held for resale .. .. 23 20 22 18
Advances or deposits........... 11 14 23 22
Other— identified................. 24 21 23 20
Other current a s s e ts .......... 78 71 45 50

completion method in the ratio that costs incurred bear to 
total estimated costs. Revenues on contracts that are less 
than twenty percent complete are included in the same 
amounts as costs incurred, and the respective cumulative 
earnings are not recognized until the period in which such 
percentage is attained. Earnings and costs on contracts are 
subject to revision throughout the terms of the contracts, and 
any required adjustments are made in the periods in which 
revisions become known. Provisions are made for the full 
amounts of anticipated losses in the periods in which they are 
first determinable, and claims for additional contract rev­
enues are not recognized in the accounts until such claims 
have been allowed.

Balances billed but not paid pursuant to retainage provi­
sions under construction contracts generally become due 
upon completion of the contracts and acceptance by the 
owners. Construction contracts are normally completed 
within two to four years.

Costs and estimated earnings in excess of billings on un­
completed contracts comprise principally revenues recog­
nized on contracts for which billings have not been presented 
to the contract owners at the balance sheet date. Such rev­
enues are expected to be billed and collected generally within 
one year.

Revenues and costs and expenses relating to construction 
contracts include the Company’s proportionate share of such 
items applicable to joint ventures. The investment in con­
struction joint ventures is stated at cost plus the equity in 
unremitted earnings of the various joint ventures.

In accordance with the industry practice, the Company in­
cludes in current assets and liabilities amounts realizable and 
payable under long-term construction contracts. Consistent 
with this practice, equity in construction joint ventures has 
been classified as current.

Current assets
Cash ............................................
Short-term investments, at cost 

which approximates market 
Receivables, less allowance for 

doubtful accounts of
$3 ,888 ,000  in 1977 and
$3,350,000 in 1976...........

Costs and estimated earnings on 
long-term contracts, less 
progress billings of
$2,807 ,000  in 1977 and 
$4,211,000 in 1976...........

1977 1976
($000)

$ 3,557 $ 3,904

75,598 96,788

254,171 224,302

4,613 4,156

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Long-Term Contracts— Income is recognized on the per­
centage of completion or unit of delivery basis on long-term 
contracts, which are principally government and defense con­
tracts. The excess of accumulated costs and estimated earn­
ings over progress payments received, on contracts ac­
counted for using the percentage of completion method, is 
presented as a current asset in the accompanying balance 
sheets. Unbilled costs on other long-term contracts are in­
cluded in inventories. When advance payments exceed costs 
incurred, the excess of such payments is presented as a 
current liability. Long-term contracts do not constitute a mate­
rial part of the Company’s business.

A.C. NIELSEN COMPANY (AUG)

1977
($000)

Current Assets:
Cash and deposits earning in­

terest......................................  $ 17,282
Marketable securities, at cost

which approximates market 2,729
Accounts receivable:

Clients (less allowance of 
$467,000 in 1977 and 
$582,000 in 1976 for
doubtful accounts).......... 60,836

O ther......................................  2,886
Advances to clients (Note 1)__  14,552
Unbilled expenditures for clients

(Note 1 ) .................................  39,266
Prepaid expenses........................  5,081

Total current assets......  $142,632

1976

$ 11,730 

9,279

52,966
2,433

12,194

25,749
4,728

$119,079

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

Advances to Clients— Under certain Clearing House con­
tracts, advance payments are made to retailers before the 
submitted coupons are processed.
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Unbilled Expenditures for Clients— Costs of coupons 
purchased in connection with Clearing House activities and 
expenditures under certain service contracts are billed to 
clients after processing of required data is complete.

Property Held for Sale

NABISCO, INC. (DEC)

ALBERTSON’S, INC. (JAN)

Current Assets:
Property held for resole

1978 1977

$5,650,525 $4,268,363

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Property Held for Resale—Property held for resale repre­
sents the cost of land and buildings committed by the Com­
pany for sale and leaseback during the next year and on 
which title has not transferred to a purchaser.

AMERICAN SEATING COMPANY (DEC)

Current Assets:
Assets relating to discontinued op­

erations (Note 10)......................

1977

1,463,499

1976

6,457,132

Note 10 (in part): Discontinued Operations— In 1977 the 
Company sold the business of its E. H. Sheldon and Com­
pany Division in Muskegon, Michigan and terminated opera­
tions of its Art Laboratory Furniture Division in Montreal, 
which together constituted the laboratory furniture segment 
of the Company’s business.

1977 1976
Current assets

Net assets of discontinued line
of business............................  $21,783,000 —

NOTES TO FINANCIAL STATEMENTS
Disposals of Operations (in part)—Also in mid-1977, the 

Company announced its decision to discontinue certain 
product lines of Aurora Products Corp., its toy and game 
subsidiary, and a provision was made for estimated losses 
relative to discontinuing these product lines. On November 7, 
1977 the Company entered into an agreement in principle for 
the disposition of substantially all of the assets of Aurora 
subject to the approval of the Board of Directors of Nabisco, 
Inc. and the prospective purchaser and the execution of a 
definitive agreement. Aurora’s net loss from operations for 
1977 and 1976 and the estimated loss on the disposal of the 
company’s net assets are reported in the caption “ Discon­
tinued line of business” in the Consolidated Statement of 
Income and Retained Earnings. Net sales of Aurora, 
$44,296,000 and $53,382,000 in 1977 and 1976, respec­
tively, together with applicable operating expenses have 
been excluded from the consolidated results of continuing 
operations. The net assets of Aurora at realizable value, prin­
cipally accounts receivable, inventories and property, plant 
and equipment, appear in the caption “ Net assets of discon­
tinued line of business” in the Consolidated Balance Sheet 
and are expected to be disposed of during 1978.

Advances

AMAX INC. (DEC)

The remaining assets of the discontinued operations are 
expected to be sold or realized. The accompanying consoli­
dated balance sheet includes the following amounts, at net 
realizable value, relating to operations of the laboratory furni­
ture segment:

1977 1976
Current Assets:
Accounts and notes receivable......  $1,444,486 $3,833,642
Inventories .......................................  19,013 2,444,831
O ther..................................................  —  178,659
Total current assets...............................  1,463,499 6,457,132
Property, plant and equipment:
Land ....................................................  —  168,149
Buildings and improvements...........  —  1,969,416
Machinery and equipment..............  —  1,194,875
Total ..................................................  —  3,332,440
Less accumulated depreciation........  —  1,362,375
Less provision for loss on sale......  —  405,000
Net property and equipment...........  —  1,565,065
Other assets.............................................  1,183,835* —
Total assets............................................. $2,647,334 $8,022,197

*Includes notes receivable of $700,000, due one-half in 1979 and 
one-half in 1980. Also includes $483,835 of idle facilities expected to 
be sold during 1978.

Current assets
Coal equipment advance pay­

ments (Note 1 8 )...................

1977 1976
(Dollars in thousands)

$15,520 $37,040

NOTES TO FINANCIAL STATEMENTS (Dollars in 
Thousands)

Note 18 (in part): Leases— In January 1976, AMAX also 
entered into a lease agreement which will provide approxi­
mately $200,000 (representing the present value of the 
minimum lease commitment at a 10½ % financing rate) for 
coal mining equipment. At December 31, 1977, the lessor 
had reimbursed AMAX $136,330 for advance payments to 
contractors. Rental payments in 1977 were $11,550. Future 
rental payments are estimated as follows: 1978-1982, 
$21,000 per year; 1983-87, $75,170; 1988-92, $23,730; and 
1993, $970. AMAX may cancel the lease and acquire the 
equipment during the period 1983-1985 by assuming obliga­
tions which range from $194,920 to $129,380.
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AMERICAN STANDARD INC. (DEC)

1977 1976

Current assets
(Dollars in thousands)

Cash ..................................................
Marketable securities, at cost 

which approximates market, in­
cludes certificates of deposit—

$ 20,378 $ 31,592

1977, $5,195; 1976, $20,460  
Accounts receivable, less allowance 

for doubtful accounts— $1977,

7,515 66,278

$10,020; 1976, $10,882 236,287 202,028
Inventories ....................................... 338,366 283,818
Future income tax benefits............. 50,604 41,030
Other current assets.........................
Advances to American Standard

15,565 15,452

Credit Inc...................................... 13,800 43,100
Total current assets......................... $682,515 $683,298

Deposits

Film broadcast rights— Rights to broadcast films are re­
corded as an asset when the films are available for telecast­
ing: the current portion of unused rights represents the esti­
mated costs of film to be expensed in the succeeding year. 
The amount charged to expense is based on varying rates as 
management deems appropriate to match related revenues 
with these expenses. The liability for these rights, also re­
corded when the films are available for telecasting, is clas­
sified as current or noncurrent in accordance with the pay­
ment terms of the various agreements. The payment period 
is generally shorter than the useful life of the film.

Note L  Film broadcast rights—Amortization of film broad­
cast rights amounted to $4,860,000 and $4,534,000 for 1977 
and 1976, respectively.

Annual payments due for such rights in the next five years 
are: 1978, $3,708,000; 1979, $1,758,000; 1980, $724,000; 
1981, $112,000 and 1982, $32,000.

Film broadcast rights under contract but not yet available 
for telecasting which were not yet recorded on the Com­
pany’s books totaled $6,271,000 and $4,496,000 for 1977 
and 1976, respectively.

THE STANDARD OIL COMPANY 
(AN OHIO CORPORATION) Salvage Jobs in Process

1977 1976

Current Assets
Thousands of Dollars

Cash ............................................ $129,619 $ 85,399
Accounts receivable, less allow­

ances ...................................... 630,140 436,999
Deposits under tanker construc­

tion contracts........................ 140,206 114,231
Prepaid Alaskan severance tax. 67,262 20,990
Other prepaid expenses and de­

ferred charges ...................... 79,061 74,153

Film Broadcast Rights

COMBINED COMMUNICATIONS CORPORATION 
(DEC)

1977
Current Assets:

Cash and short-term invest­
ments of $ 1 ,0 0 0 ,0 0 0  in 
1977 and $5 ,430 ,000  in
1976 ...................................  $19,591,000

Accounts, notes and lease con­
tracts receivable, less al­
lowances of $2,001,000 in
1977 and $1 ,783 ,000  in
1976 (Note D ) ......................  39,734,000

Film broadcast rights (Notes A
and L)......................................  3,345,000

Inventories (Note A )...................  6,984,000
Prepaid expenses........................  4 ,528,000

Total current assets............. $74,182,000

1976

$14,321,000

31,217,000

3 ,345,000
6,220,000 
3,203,000

$58,306,000

COMMERCIAL METALS COMPANY (AUG)

1977 1976
Current Assets:

Cash ............................................  $ 9 ,569,832 $ 3,932,295
Notes and accounts receivable 

(less allowance for collection 
losses of $1,530,944 and
$1,480 ,372 ).........................  58,343,128 61,970,549

Inventories— ot lower of cost 
(principally first-in, first-out
method) or market (Note A) 47,951,424 56,604,808

Salvage jobs in process (Note A) 3 ,068,096 3,872,571
Prepaid expenses........................ 759,818 427,980
Refundable income taxes...........  —  1,282,311

Total Current Assets......  $119,692,298 $128,090,514

Note A (in part): Summary o f Significant Accounting 
Policies:

Salvage jobs in process—Salvage jobs in process are 
stated at accumulated cost less credits resulting from the 
disposal of salvaged materials and less estimated losses if 
applicable.

Upon completion of a job, disposal credits and the related 
accumulated costs are taken into income as sales and cost of 
goods sold, respectively.

Note A (in part): Summary of Significant Accounting 
Policies—



S h o rt-T e rm  Lea ses

UNION C AM P (DEC)

1 9 7 7 1 9 7 6
Current Assets
Cash .............................................................. $ 1 0 ,0 3 3 ,0 0 0 $ 1 0 ,5 7 7 ,0 0 0
S hort-term  securities— at cost..........
Accounts receivab le , less estim ated

8 6 ,4 2 3 ,0 0 0 1 4 9 ,7 5 2 ,0 0 0

doubtful accounts, discounts and 
a l lo w a n c e s , 1 9 7 7 —  
$ 2 , 7 6 7 , 0 0 0 ;  1 9 7 6 —  
$ 3 ,4 0 2 ,0 0 0 ......................................... 9 2 ,9 2 8 ,0 0 0 8 9 ,9 3 9 ,0 0 0

In v en torie s , a t lo w e r of cost or
m a rk e t .................................................... 1 1 4 ,3 4 4 ,0 0 0 1 1 5 ,8 4 9 ,0 0 0

S hort-term  tim ber leases..................... 1 3 ,0 2 3 ,0 0 0 1 7 ,2 3 2 ,0 0 0
Total Current A ssets................ $ 3 1 6 ,7 5 1 ,0 0 0 $ 3 8 3 ,3 4 9 ,0 0 0

R e n ta ls

XER O X C O RPO R ATIO N (DEC)

1 9 7 7 1 9 7 6
($ 0 0 0 )

Current Assets
Cash .............................................................. $  7 3 ,3 2 7 $  7 0 ,9 3 4
Bank tim e deposits, in terest bearing  
M a r k e ta b le  s e c u r it ie s , a t co st

3 3 8 ,3 9 7 2 4 1 ,7 4 8

w hich approxim ates m a r k e t . . . .  
Trade receivables (less allow ance

2 8 0 ,2 3 9 3 5 9 ,6 7 1

fo r  d o u b tfu l re c e iv a b le s :  
1 9 7 7 — $ 4 6 , 2 8 1 ;  1 9 7 6 —  
$ 3 9 , 2 1 5 ) .............................................. 7 3 1 ,0 4 3 6 1 7 ,1 9 3

Accrued re n ta ls .........................................
Inventories, at the lo w er of average

1 9 1 ,6 1 5 1 7 7 ,2 0 9

cost or m a r k e t ...................................
Prepaid expenses and other current

5 2 5 ,2 7 4 4 7 3 ,0 8 0

as se ts ...................................................... 1 2 8 ,6 6 8 2 2 8 ,9 5 4
Total current a s s e ts ............................... $ 2 ,2 6 8 ,5 6 3 $ 2 ,0 5 8 ,7 8 9

PROPERTY, PLANT, AND EQUIPMENT

Paragraph 5 of APB Opinion No. 12 states:

Because of the significant effects on financial posi­
tion and results of operations of the depreciation 
method or methods used, the following disclosures 
should be made in the financial statements or in notes 
thereto;

a. Depreciation expense for the period,

b. Balances of major classes of depreciable assets, 
by nature or function, at the balance-sheet date,

c. Accumulated depreciation, either by major classes 
of depreciable assets or in total, at the balance-sheet 
date, and

d. A general description of the method or methods 
used in computing depreciation with respect to major 
classes of depreciable assets.

Tables 2-12 and 2-13 show the property, plant, and equip­
ment captions presented by the survey companies. Captions

T A B L E  2 -1 3 :  D E P R E C IA B L E  A S S E T  C A P T IO N S

1 9 7 7  1 9 7 6  1 9 7 5  1 9 7 4
Buildings
B uild ings  .......................  2 8 6  281 2 9 7  2 9 5
Buildings and im provem ents 1 7 6  1 6 9  14 3  1 4 7
Buildings and land or equip­

ment ....................................... 71 7 8  8 2  8 6
Buildings combined w ith  other

identified a s s e ts ................ 15 17  31 2 3
No caption w ith  term  bu ild ­

ings  ......................................... 12 10  7  10
5 6 0  5 5 5  5 6 0  561

Line of business
classification .......................  4 0  4 5  4 0  3 9

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

Other Depreciable Asset 
Captions

Num ber of Companies

T A B L E  2 -1 2 :  L A N D  C A P T IO N S M a c h in e ry  and/or
e q u ip m e n t  ......................... 4 4 5 431 4 3 6 4 3 8

M a ch in ery  and/or
1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4 e q u ip m e n t  combined

L a n d  ............................................... 3 9 6 4 0 0 4 0 2 4 0 0 w ith  other te rm s ................ 12 9 92 9 2 9 5
Land and im p rovem ents ........ 9 9 1 0 0 91 8 8 C onstruction in
Land and bu ild ings.................... 3 2 31 3 8 3 7 p ro g re s s  ............................. 2 2 7 2 1 4 18 8 19 8
Land com bined w ith other Lease h o ld

identified assets.................. 2 7 21 2 8 3 6 im provem ents  .................. 12 2 11 5 9 8 1 0 6
No caption w ith  te rm  la n d .. 13

5 6 7
9

561
4

5 6 3
5

5 6 6
Autom obiles, m arine equip­

m ent, e tc ................................ 73 8 4 78 8 0
Line of business Furniture, fix tu re s , e tc .......... 52 76 77 6 7

c la s s ific a tio n ....................... 3 3 3 9 3 7 3 4 Equipment held fo r rental or
Total Companies.................... 600 600 600 600 lease ....................................... 3 4 2 9 3 6 4 2
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indicating assets held by companies as lessees were pre­
sented by 71 survey companies. The average number of 
captions used per company was 4. Table 2-14 summarizes 
the descriptive captions used to describe the accumulated 
allowance for depreciation.

Examples of presentations of property, plant and equip­
ment follow.

TABLE 2-14: ACCUMULATED DEPRECIATION

Breakdown by Nature of Property

AEL INDUSTRIES, INC. (FEB) 

Consolidated Balance Sheet
1977

Property, plant and equipment, at 
cost (Note 1):
Land .............................................. $ 185,733
Buildings and improvements.. ..  5,110,816
Machinery and equipment........  5,493,154
CATV system................................ 3,334,593
Office furniture and equipment. 641,750
Construction in progress...........  365,475

15,131,521
Less accumulated depreciation

and amortization...................  7,140,242
Net property, plant and

equipment.................  $ 7,991,279

1976

$ 177,311
5,058,466  
5,420,700  
1,615,412  

645,702 
582,286 

13,499,877

6,481,048

$ 7,018,829

$ 883,331 $ 142,832

Consolidated Statement of Changes in Financial Posi­
tion
Source:

Income before extraordinary 
item.........................................

Items not affecting working capi­
tal in the current period:

Depreciation and amorti­
zation of property, 
plant and equipment
(Note 1 ) .....................

Amortization of debt dis­
count...........................

Provision for deferred in­
come taxes................

Gain on repurchase of
debentures................

Share in loss of uncon­
solidated affiliate, 
net of applicable in­
come tax b e n e fit...

Working capital provided from 
operations, exclusive of ex­
traordinary item ...................

790,700

76,767

389,000

(137,293)

19,432

758,452

88,633

430,100

(248,261)

23,526

$2,021,937 $1,195,282

Note 1 (in part): Significant Accounting Policies
Depreciation and amortization— Depreciation and amorti­

zation are computed on the straight-line method.

1977 1976 1975 1974
Accumulated depreciation... 302 318 299 303
Accumulated depreciation 

and amortization............. 144 141 135 130
Allowance for depreciation . 38 32 42 36
Accumulated depreciation, 

amortization and 
depletion ......................... 38 31 26 29

Accumulated depreciation 
and depletion................... 23 23 20 22

Allowance for depreciation 
and amortization............. 23 17 25 20

Allowance for depreciation 
and depletion................... 5 6 8 14

Other captions...................... 27 32 45 46
Total Companies.................... 600 600 600 600

CAMPBELL SOUP COMPANY (JUL)

Consolidated Balance Sheets
1977 1976

($ 000)
Plant assets, less depreciation......  $438,142 $402,004

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Depreciation— Depreciation provided in costs and ex­
penses is on the straight-line method. The United States, 
Canadian and certain other foreign companies use acceler­
ated methods of depreciation for income tax purposes.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS
(000 omitted from dollar amounts)

Plant assets, at cost
Land....................................................  $ 2 1 ,5 6 7  $ 1 9 ,7 0 0
Buildings ..................................................... 295,885 274,894
Machinery and equipment..............  529,142 491,414
Projects in progress.........................  26,682 25,633

873,276 811,641
Accumulated depreciation........................  435,134 409,637

$438,142 $402,004

Depreciation provided in costs and expenses was $42,079 
in 1977 and $40,697 in 1976. Approximately $49,800 is re­
quired to complete projects in progress at July 31, 1977.
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COLONIAL STORES INCORPORATED (DEC) CHAMPION INTERNATIONAL CORPORATION

Consolidated Balance Sheets

Property and equipment, at cost 
(note 3):

1977 1976
($000)

Land.............................................. $ 5,466 $ 6,944
Buildings and improvements.. .. 15,742 15,201
Fixtures and equipment............. 100,106 89,597
Transportation equipment..........
Improvements to leased prem­

ises .........................................

14,957

14,167

13,537

11,825
Construction in progress........... 1,190 347

151,628 137,451
Less accumulated depreciation.. 

Net property and equip­
ment ...........................

71,285 

$ 80,343

63,477  

$ 73,974

Consolidated Statements of Changes in Financial Posi­
tion
Funds provided:

Net earnings................................
Charges (credits) not affecting 
working capital:

Depreciation and amortiza­
tion ...................................

$ 10,907 

11,638

$ 11,612 

10,777
Deferred income taxes........
Gain on sales of properties

1,972 1,370

held for resale................
Gain on sales and abandon­

ments of property and

(781)

equipment ...................... (27) (202)
Other, n e t..............................

Total provided by opera­
tions .........................

15

$ 23,724

73

$ 23,600

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Depreciation—The straight-line method is utilized for com­
puting depreciation for financial reporting purposes, whereas 
for income tax purposes, accelerated methods are used for 
certain assets.

The annual rates used in computing depreciation of the 
principal property and equipment classifications are as fol­
lows: buildings and improvements—2½ % to 12½ %; fixtures 
and equipment— 6⅔ % to 33⅓ %; transportation 
equipment— 10% to 33⅓ %. Improvements to leased prem­
ises are amortized by the straight-line method, principally 
over the current term of the lease or the useful life of the 
improvement, whichever is appropriate in the circumstances.

(D E C )

Consolidated Balance Sheet
1977 1976

($000)
Timber and Timberlands, at cost—  

less cost of timber harvested... $ 310,127 $ 301,738
Property, Plant and Equipment, at 

cost............................................... 1,890,046 1,947,167
Less— Accumulated depreciation ... 787,383 832,861

1,102,663 1,114,306
Funds Held for Construction............. 21,421 2,095

Consolidated Changes in Financial Position
1977 1976

Source of Funds:
Income from Continuing Operations $161,555 $125,233

Items not requiring outlay of 
working capital:

Depreciation and cost of 
timber harvested............. 110,852 102,825

Deferred income taxes........ 23,785 25,331
Amortization of deferred 

charges ............................ 5,771 6,227
Equity in net (income) loss of 

unconsolidated affiliates. (4,491) 114
Minority interest in income 

of subsidiaries................ 3,618 1,366
(Gain) Loss on translation of 

non-current assets and 
liabilities........................... (5,753) 2,274

Write-down of operating 
units to be disposed of.. _ 5,824
Working capital provided 

from continuing oper­
ations ......................... 295,337 269,194

Income (Loss) from Discontinued 
Operations.................................... (22,940) 10,707
Items not requiring outlay of 
working capital:

Deferred income taxes........ (37,754) 1,485
Write-down of discontinued 

operations........................ 71,445
All other— net, principally 

depreciation..................... 10,709 10,897
Working capital provided 

from discontinued 
operations................. 21,460 23,089

Total working capital 
provided from opera­
tions ........................... $316,797 $292,283

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies:
Fixed Assets— Fixed assets, including capitalized leases, 

are stated on the balance sheet at cost and do not purport to 
represent replacement or realizable values.

For financial reporting purposes, plant and equipment is 
depreciated on the straight-line method over the estimated
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service lives of the individual assets. Leasehold improve­
ments are amortized over the lesser of the lives of the leases 
or estimated service lives. Cost of timber harvested is based 
on the estimated quantity of timber available during the 
growth cycle and is credited directly to the asset accounts.

Upon sale or retirement of items of equipment and im­
provements, the cost and related accumulated depreciation

and amortization are eliminated from the accounts and the 
resulting gain or loss, if any, is reflected in income.

Maintenance and minor repairs and replacements are 
charged directly to income; major renewals and betterments 
are charged to the property accounts. (See Notes 4 and 7)

Note 4: Property, Plant and Equipment— Property, plant 
and equipment are summarized by major classifications as 
follows:

December 31 
(in thousands of 
dollars)

Total
1977

Owned Leased Total
1976

Owned Leased
Land and land improvements $ 61,437 $ 51,958 $ 9,479 $ 65,748 $ 56,314 $ 9,434
Buildings ................................ 344,517 281,375 63,142 408,565 345,315 63,250
Machinery and equipment.. 1,315,325 1,122,950 192,375 1,362,447 1,161,792 200,655
Construction in progress.... 168,767 164,534 4,233 110,407 110,407 —

1,890,046 1,620,817 269,229 1,947,167 1,673,828 273,339
Less—

Accumulated deprecia­
tion.............................. 787,383 696,310 91,073 832,861 759,572 73,289

$1,102,663 $ 924,507 $178,156 $1,114,306 $ 914,256 $200,050

EVANS PRODUCTS COMPANY (DEC) 

Balance Sheet
1977 1976

Property, Plant and Equipment......

Statement of Earnings
Costs and Expenses

Costs of operations.....................
Selling and administrative.........
Depreciation and amortization..
Interest .......................................
Estimated losses of discontinued 

facilities.................................

$158,078

$775,248
63,841
14,339
16,108

2,000
$871,536

($ 000)
$133,628

$670,579
53,648
13,495
17,851

5,250
$760,823

SIGNIFICANT ACCOUNTING POLICIES
Plant and Equipment— Plant and equipment are carried at 

cost and depreciated over the estimated useful life on the 
straight-line method. Maintenance and repair costs are ex­
pensed as incurred.

NOTES TO FINANCIAL STATEMENTS
Property, Plant and Equipment— Property, plant and 

equipment details are as follows:

(in thousands) 1977 1976
Owned Assets:

Land..............................................  $ 20,479 $ 18,055
Buildings ...................................... 74,763 64,380
Machinery and equipment........  136,985 122,325

232,227 204,760
Less accumulated depreciation.. 92,874 85,687

139,353 119,073
Capital Leases:

Land...............................................  431 287
Buildings.......................................  4,018 3,653
Machinery and equipment........  11,518 2,467

15,967 6,407
Less accumulated amortization . 5,972 847

9,995 5,560
Timber and timber rights, less de­

pletion ........................................... 8,730 8,995
$158,078 $133,628

The estimated useful lives of buildings and machinery and 
equipment are 10 to 40 years and 2 to 20 years, respectively.

Depletion of standing timber is determined by tract, based 
on the relationship of unamortized cost of timber to the esti­
mated volume of recoverable timber.
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GENERAL FOODS CORPORATION (MAR) LOWE’S COMPANIES, INC. (JUL)

1977 1976
($000)

$717,424 $693,197

30,060 27,899

28,990 39,353

Consolidated Balance Sheets

Land, buildings, Equipment, at cost, 
less accumulated depreciation.. 

Long-Term Receivables and Sundry
Assets..........................................

Goodwill, less accumulated amorti­
zation of $15,746 in 1977 and 
$5,383 in 1976 .........................

Note 1 (in part): Significant Accounting Policies
Depreciation— For financial reporting purposes, generally 

the straight-line method is used to compute depreciation of 
buildings, machinery, and equipment

Note 3: Land, Buildings, Equipment

1977 1976
Land .......................................  $ 40,097,000 $ 40,028,000
Buildings ................................ 373,786,000 360,695,000
Machinery and Equipment... 837,659,000 788,533,000
Construction Work in Prog­

ress................................... 33,686,000 41,371,000
1,285,228,000 1,230,627,000

Less Accumulated Deprecia­
tion....................................  567,804,000 537,430,000

$ 717,424,000 $ 693,197,000

The provision for depreciation was $59,667,000 for fiscal 
1977 and $55,769,000 for fiscal 1976.

1977
Property, Improvements and Equip­

ment (Notes 1 and 3):
At Cost Less Accumulated

Depreciation— 1977— $23,552,581 ;
1976— $18,982,648 .......... $60,209,994

1976

$50,433,835

Consolidated Statement of Current and Retained Earn­
ings
Other Expenses:

Advertising, Selling, Administra­
tive and General Expenses.. $55,316,189 $45,385,900

Depreciation ................................ 6 ,212,137 4,976,213
Profit-Sharing Contribution

(Note 8 ) .................................  6,375,711 4,869,817
Provision for Bad Debts............. 3,722,631 2,456,551
Interest and Loan Cost..............  4,156,637 3,009,888

Total Other Expenses...........  $75,783,305 $60,698,369

Note 1 (in part): Summary of Accounting Policies: 
Property and Equipment— Land, buildings and machinery 

and equipment are carried at cost. Major additions are 
capitalized and depreciated; maintenance and repairs which 
do not improve or extend the life of the respective assets are 
expensed currently. Upon disposal of fixed properties the 
cost and related accumulated depreciation are removed from 
the accounts. The gain or loss on an item traded is applied to 
the property accounts, and that of items otherwise disposed 
of is reflected in income.

The provision for depreciation is based generally on accel­
erated rates for both financial reporting and income tax pur­
poses.

Note 3: Properties and Accumulated Depreciation— The 
properties and accumulated depreciation are summarized 
below by major classes with estimated lives in years as fol­
lows: Buildings, 20 to 50; Store and Office Equipment, 5 to 
10; Transportation, 3 to 7; and Leasehold Improvements, 10 
to 30.

1977
Accumulated

1976
Accumulated

Cost Depreciation Cost Depreciation
Land.................................... ..............  $ 8,618,451 $ $ 7,997,843 $
Buildings ............................
Equipment:

..............  35,971,468 6,079,563 31,669,767 5,129,919

Store ............................ ..............  11,250,978 4,534,647 7,770,525 3,015,713
Office ........................... ..............  2,597,784 1,341,832 2,408,727 1,012,579

Transportation................... ..............  15,714,063 9,051,519 11,912,149 7,823,732
Leasehold ............................ ..............  9,609,831 2,545,020 7,657,472 2,000,705

Totals ..................... ..............  $83,762,575 $23,552,581 $69,416,483 $18,982,648

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS
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MARRIOTT CORPORATION (JUL)

Consolidated Balance Sheet
1977 1976

($000)
Property and Equipment, at cost

Land .............................................. $ 81,203,000 $ 73,784,000
Buildings and improvements .... 280,353,000 270,686,000
Leasehold improvements........... 210,338,000 198,280,000
Furniture and equipment........... 244,437,000 228,401,000
Cruise Ships................................. 11,441,000 11,367,000
Land purchased for future opera­

tions or resale...................... 24,425,000 37,610,000
Construction in progress........... 20,836,000 16,483,000

873,033,000 836,611,000
Depreciation and amortization .. (185,920,000) (155,218,000)

$687,113,000 $681,393,000

Consolidated Income Statement
Costs and Expenses

Cost of sales and operating ex­
penses....................................  $736,147,000 $645,086,000

Administrative and general ex­
penses....................................  41,081,000 35,023,000

Rent .............................................. 38,075,000 34,146,000
Depreciation and amortization of

property and equipment......  43,545,000 36,119,000
Taxes— payroll, real estate and

other.......................................  42,736,000 35,929,000
Interest cost.................................  27,946,000 31,187,000
Less interest capitalized............. (1,938,000) (10,432,000)
Advertising and sales promotion

expenses................................ 25,547,000 20,816,000
Pre-opening and development

expenses................................ 4 ,694,000 6,183,000
Profit sharing retirement con­

tributions................................ 5,291,000 4,582,000
$963,124,000 $838,639,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
Property and Equipment— Depreciation and amortization 

are calculated on the straight-line method for financial state­
ment purposes based on the following lives;

Building and improvements 
Leasehold improvements 
Furniture and equipment 
Cruise Ships

— 25 to 45 years 
— Shorter of life of lease or asset 
— 2 to 15 years 
— 20 years

Maintenance and repairs are expensed. New unit costs 
include interest, rent charges and real estate taxes incurred 
during construction, Replacements and improvements, in­
cluding most costs of converting units, are capitalized.

Upon sale or retirement of property and equipment (exclud­
ing normal sales or retirements of theme park rides and 
equipment), the costs less accumulated depreciation and 
salvage are charged or credited to income. Theme park rides 
and equipment are depreciated under the composite method 
and no gain or loss is recognized on normal sales or retire­
ments.

In connection with the development of properties, land was 
acquired to be used for future operations and/or for eventual 
resale. Carrying costs are capitalized to the extent that esti­
mated realizable value exceeds the initial and accumulated 
carrying costs.

MWA COMPANY (JUN)

Property, Plant and Equipment— At 
Cost— Note 1

1977 1976

Land.............................................. $ 103,196 $ 53,367
Buildings ...................................... 1,707,908 2,195,338
Machinery and other equipment 
Construction in progress— Note

3,851,763 3,633,435

2 .............................................. 712,250 57,097
Idle plant facility— Note 3 ........ 502,527 —

6,877,644 5,939,237
Less accumulated depreciation.. 2,642,190 2,275,420

$4,235,454 $3,663,817

Note 1 (in part): Accounting Policies
Depreciation and Amortization— The Company provides 

for depreciation and amortization of its buildings, equipment 
and patents on a straight line basis over the following esti­
mated useful lives;

Buildings ......................................................................25 to 50 years
Machinery, equipment and fixtures........................ 8 to 15 years
Transportation equipment.........................................  2 to 5 years
Patents .......................................................................  5 to 8 years

The amounts charged to operations were $440,410 and 
$418,462 for the years ended June 30, 1977 and 1976, re­
spectively. The Company expenses, as incurred, all research 
and development costs of a general nature.

Note 2: Construction in Progress— In early 1977, as a re­
sult of studies made to improve the operating efficiencies of 
its Superior Hone Division, the Company approved a plan to 
construct three new buildings in the Bradenton-Sarasota, 
Florida area, at an approximate cost of $910,000. At June 30, 
1977, $591,487 had been expended on this project. Machin­
ery and equipment under construction at other locations 
amounted to $120,763.

The new buildings will replace plant locations in Erwin, 
Tennessee, Corbin, Kentucky, Durand, Michigan and 
Livonia, Michigan and will complement the manufacturing 
operation presently located in Sarasota, Florida, The reloca­
tion of Erwin and Livonia was accomplished during May and 
June 1977.

To facilitate construction financing for this project the 
Company borrowed $500,000 on short-term unsecured 5¾% 
loans from Mitchell Corporation of Owosso, owner of 38% of 
the Company’s outstanding shares.

The Company anticipates that it will realize a profit on the 
sale of its plants in Erwin and Durand. Unexpired lease costs 
at Corbin and Livonia are not significant in the aggregate.
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Note 3: Idle Plant Facility— In June 1976 the Company 
terminated its manufacturing operations in Marshall, Texas. 
The Company has currently engaged in arms-length negotia­
tions with an unaffiliated corporation for a five year lease of 
the Texas plant at an annual net rent of $61,200 with an 
option to purchase for $500,000. This proposed transaction is 
presently under consideration by the officers and directors of 
the prospective tenant.

In the event the proposed lease with option is executed, 
the Company’s Board of Directors, by vote of its disinterested 
Directors, has authorized the sale of the Texas plant to 
Mitchell Corporation of Owosso, subject to the lease and 
option, in consideration of cancellation of the Company’s 
above described short-term loans (see Note 2) totalling 
$500,000. The proposed sale to Mitchell Corporation of 
Owosso was not contemplated at the time the loans were 
made. The lease and option to an unaffiliated corporate ten­
ant will, if executed, establish the fair market value of the 
Texas plant at $500,000.

NORTH AMERICAN PHILIPS CORPORATION (DEC)

Total current assets.........................
Notes and accounts receivable, due 

after one year, less estimate for 
doubtful accounts—  
$ 1 ,2 2 3 ,0 0 0  ($ 1 ,5 2 3 ,0 0 0 —
1976)............................................

Property, plant and equipment, at 
cost, less accumulated deprecia­
tion (Note 5 ) ................................

1977 1976
(Thousands)

$790,947 $755,892

12,989

229,370

15,615

206,297

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Property, Plant and Equipment and Depreciation— 
Property, plant and equipment are stated at cost. Deprecia­
tion is provided over the estimated useful lives of the various 
properties, principally on the straight-line basis. Additions 
and betterments to properties are capitalized: maintenance 
and repairs are expensed in the year incurred. When proper­
ties are retired or otherwise disposed of, the cost and related 
accumulated depreciation are removed from the accounts 
and any resulting gain or loss is recognized in income. 
Leases in effect at December 31, 1975, have been 
capitalized pursuant to Statement of Financial Accounting 
Standards No 13 and the financial statements have been 
restated to give effect thereto. (See Notes 5, 7 and 13.) The 
cumulative effect of the change in accounting at December 
31, 1975, and the effect on net income for the years ending 
December 3 1 , 1976 and 1977, were not material. The aggre­
gate amount at December 31, 1977, has been included in 
other assets and will be charged to income in 1978.

Note 5: Property, Plant and Equipment Depreciation

December 31,
1977 1976

(Thousands)
Land.................................................... $ 12,307 $ 12,359
Buildings and improvements........... 134,056 130,231
Machinery and equipment.............. 220,740 195,764
Furniture and office equipment...... 20,855 19,796
Capitalized leased property............. 12,557 10,732
Other.................................................. 40,966 29,893

441,481 398,775
Less accumulated depreciation........ 212,111 192,478

$229,370 $206,297
Capitalized lease property is com-

prised of:
Land ....................................... . $ 102 $ 120
Buildings and improvements .... 5,437 5,437
Machinery and equipment........ 1,686 1,413
Other ............................................ 5,332 3,780

12,557 10,732
Less accumulated depreciation.. 5,987 4,256

$ 6,570 $ 6,476

Depreciation expense aggregated $30,895,000 in 1977 
and $28,910,000 in 1976.

Functional Classification

QUAKER STATE OIL REFINING CORPORATION 
(DEC)

Consolidated Balance Sheet

Total current assets.........................
Other assets.......................................
Property, plant and equipment net 

of accumulated depreciation and 
depletion of $163,220 in 1977 
and $143,691 in 1976 (Notes 3
and 4) ...........................................

Total assets...........................

1977
I

$121,899
12,682

($000)

1976

$125,637 
13,604

247,780
$382,361

214,267
$353,508

Consolidated Statement of Income and Retained Earn­
ings
Costs and expenses:

Cost of sales and operating costs $320,344 $317,229
Selling, administrative and gen­

eral .........................................  48,049 45,519
Description and depletion.......... 24,530 21,862
Interest, net of interest 

capitalized of $2,029,000  
and $1,884,000 (Note 1)... 5,613

$398,536
3,761

$388,371
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NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies:
Property, plant and equipment: Costs of buildings and 

equipment are charged against income over their estimated 
useful lives using the straight-line method of depreciation. 
Costs of oil and gas production properties and coal mineral 
lands are amortized by the unit of production method based 
on proved developed reserves. Repairs and maintenance, 
which are not considered betterments and do not extend the 
useful life of property, are charged to expenses as incurred.

Development costs of non-productive oil and gas proper­
ties and all exploration costs are charged to expense as in­
curred. Development costs of productive oil and gas proper­
ties are capitalized. The unamortized costs of oil and gas 
properties determined to be uneconomical are charged to 
expense when abandoned. Coal mine development costs are 
capitalized and amortized over the estimated productive lives 
of the mines on the straight-line method.

The accounting policies of the Company generally follow 
the “successful efforts” capitalization concept and other re­
quirements of Statement of Financial Accounting Standards 
No. 19, entitled “Financial Accounting and Reporting by Oil 
and Gas Producing Companies” issued in December 1977. 
Accordingly, Statement No. 19, when effective, will not have 
a material effect on the Company’s results of operations or 
financial position.

Note 3: Property— Major classes of property, including 
land and construction work in progress, at cost, are detailed 
below:

Thousand of Dollars 
December 31

1977 1976
Petroleum properties and equip­

ment:
Production ................................... $123,590 $100,401
Refining ....................................... 97,389 86,405
Marketing ................................... 25,637 27,733
Transportation ............................ 7,082 6,489

Coal mining properties and equip­
ment.............................................. 133,121 118,576

Other.................................................. 24,181 18,354
411,000 357,958

Less: Accumulated depreciation and
depletion....................................... 163,220 143,691

$247,780 $214,267

SUN COMPANY, INC. (DEC)

Consolidated Balance Sheets
1977 1976

Properties, Plant and Equipment
Production .........................................$1,911,934,000 $1,802,256,000
Manufacturing................................... 1,186,989,000 1,114,008,000
Marketing .........................................  782,725,000 855,593,000
Transportation ................................... 523,404,000 455,483,000
Mining ...............................................  479,238,000 452,245,000
Shipyard ............................................  109,204,000 105,434,000
Administrative and Others..............  86,964,000 81,444,000
Total, at cost...................................... 5 ,080,458,000 4,866,463,000
Less Depreciation, Cost Depletion

and Amortization.........................  2,121,138,000 1,956,034,000
$2,959,320,000 $2,910,429,000

Consolidated Statements of Income
Costs and Expenses
Costs and Operating Expenses........  $4,585,691 $3,720,880
Selling, General and Administrative

Expenses...................................... 447,341 369,134
Taxes, Other than Income Taxes... 195,540 197,049
Intangible Development Costs.......... 169,498 124,436
Depreciation, Cost Depletion, Amor­

tization and Retirements...........  295,760 279,716
Interest and Debt Expense..............  65,970 60,015
Interest Capitalized...........................  —  —

$5,759,800 $4,751,230

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
Depreciation, Cost Depletion, Amortization and 

Retirements— The depreciation policy for accounting pur­
poses is designed to recover on a straight-line basis the cost 
of properties, plants and equipment during their estimated 
useful lives. A summary of the principal annual rates in effect 
is not considered practicable because of the varying types of 
property and rates applied thereto.

The cost of non-producing leaseholds (lease purchase 
costs or “bonuses”) is amortized over their projected holding 
periods. Costs of leases surrendered are charged to accumu­
lated amortization, and costs of successful leases are trans­
ferred to producing properties.

The cost of developed or producing leaseholds, which 
excludes intangible development costs, is depleted on the 
basis of crude oil and natural gas produced from proven re­
serves.

Profits and losses on the disposals of fixed assets are 
generally reflected in income. For certain property groups the 
cost, less salvage, of property sold or abandoned is charged 
to accumulated depreciation and depletion, except gains and 
losses for these groups are taken into income for unusual 
retirements or retirements involving an entire property group.
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THE WILLIAMS COMPANIES (DEC)

Consolidated Balance Sheet
1977 1976

($ 000)
Property, plant and equipment, at

cost .............................................. $1,407,626 $1,262,555
Less accumulated depreciation

and depletion.........................  254,216 203,701
Property, plant and

equipment— net..............  $1,153,410 $1,058,854

Consolidated Statement of Changes in Financial Posi­
tion
Working capital provided:

Net income................................... $ 65,311 $ 61,196
Add (deduct):

Depreciation and depletion.. 59,941 48,799
Provision for deferred in­

come taxes......................  34,806 37,108
Other— net ........................... 8,450 (538)

Total from operations ... $168,508 $146,565

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Depreciation and depletion— Depreciation (including 
amortization of capitalized leases) is provided substantially 
on the straight-line method over estimated useful lives. De­
pletion of oil and gas reserves and phosphate mineral de­
posits and depreciation of certain mining equipment are cal­
culated on the unit-of-production method based on estimated 
recoverable reserves.

Note 6: Property, plant and equipment— Property, plant 
and equipment is summarized as follows:

1977

T A B L E  2 -1 5 :  IN V E S T M E N T S — V A L U A T IO N  
B A S E S

Equity ....................................

Number of Companies 
1977 1976 1975 

330 335 348
1974

345
Cost ....................................... 136 136 163 156
Cost less allowances for de­

cline in value................... 27 27 34 32
Lower of cost or market.... 19 19 13 N/C

N/C —  Not Compiled.

(Thousands)
1976

Cost Net Cost Net
Fertilizer .......................................................... ........... $ 610,509 $ 522,310 $ 562,235 $ 504,487
Pipeline system and related assets............ ........... 423,076 323,218 390,339 299,540
Oil and gas....................................................... ........... 230,867 216,510 178,073 172,626
LP-gas ............................................................. ........... 76,941 41,731 71,272 38,722
Metals ............................................................. ........... 39,976 28,783 35,326 25,406
Other ................................................................ ........... 26,257 20,858 25,310 18,073

$1,407,626 $1,153,410 $1,262,555 $1,058,854

Oil and gas properties include pipeline gathering and 
transmission facilities with a net cost of $38,862,000 in 1977 
and $36,018,000 in 1976. Although a significant portion of the 
remaining oil and gas properties are undeveloped and reali­
zation of the investment depends upon successful future op­
erations, the year-end reserve estimates indicate the value of 
the proved reserves is in excess of carrying values of both 
producing and undeveloped properties.
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INVESTMENTS

Although there is a presumption that consolidated financial 
statements are usually necessary for a fair presentation 
when one company has a controlling interest in another com­
pany, there are instances when consolidation of a subsidiary 
is not appropriate. APB Opinion No. 18 stipulates that the 
equity method should be used to account for investments in 
subsidiaries as well as for investments in corporate joint ven­
tures, and investments in minority owned companies when 
an investor has “the ability to exercise significant influence 
over operating and financial policies of an investee even 
though the investor holds 50% or less of the voting stock.” 
Opinion No. 18 considers an investor to have the ability to 
exercise significant influence when it owns 20% or more of 
the voting stock of an investee. Opinion No. 18 also sets forth 
procedures to be followed and disclosures to be made by an 
investor in applying the equity method.

In addition to investments accounted for by the equity 
method many of the survey companies used the term in­
vestments to describe holdings of marketable equity secu­
rities, bonds, or property not held for productive purposes. As 
mentioned in the Section on “ Marketable Securities in Cur­
rent Assets,” FASB Statement No. 12 stipulates that market­
able equity securities, whether presented as a current or 
noncurrent asset, should be carried at lower of aggregate 
cost or market value.

Examples of investment presentations and disclosures fol­
low.

Equity Method

AMERON, INC. (NOV)

Consolidated Balance Sheet
1977 1976

Investments and Advances
Jointly owned domestic com­

panies (Note 3 ) ....................
Unconsolidated subsidiaries and

$12,047,000 $11,089,000

affiliates, operating outside 
of the United States, at cost 
(Note 4 ) ................................. 3,889,000 4,024,000

$15,936,000 $15,113,000

Statement of Consolidated Income
Income from Affiliates

Equity in earnings of jointly
owned domestic companies 
(Note 3 ) ................................. $1,426,000 $2,077,000

Other (Note 4 ) ............................ 679,000 506,000
$2,105,000 $2,583,000

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies
Principles of Consolidation—The consolidated financial 

statements include the accounts of subsidiaries operating in 
the United States, Europe and Canada. All significant trans­
actions with consolidated subsidiaries were eliminated. See

Notes 3 and 4 regarding accounting policies relating to other 
subsidiaries and affiliates.

Note 3: Jointly Owned Domestic Companies-—The Com­
pany has a 50 percent ownership in Gifford-Hill-American, 
Inc. and Tamco, the investments in which are accounted for 
on the equity method.

The Company’s investment in Gifford-Hill-American, Inc., a 
manufacturer of concrete pressure pipe in Texas, is recorded 
at cost of $85,000 plus equity in undistributed earnings of 
$7,528,000 at November 30, 1977, based on audited finan­
cial statements as of the preceding December 31, and unau­
dited financial statements as of October 31, 1977. Since it is 
intended that a substantial portion of the undistributed earn­
ings of Gifford-Hill-American represents a permanent in­
vestment, dividend income taxes have been provided only on 
earnings expected to be received as dividends during the 
next fiscal year. Dividend income taxes have not been pro­
vided on approximately $6,600,000 of undistributed earnings 
at November 30, 1977 and $6,000,000 at November 30,
1976. Financial information on Gifford-Hill-American follows:

Financial Condition

Assets

October 31, December 31, 
1977  1976

(unaudited) (audited)
(In Thousands)

Current assets............................ $13,397 $12,779
Property, plant and equipment, 

n e t........................................... 4,649 4,875
$18,046 $17,654

Liabilities ........................................... $ 2,539 $ 3,677
Stockholders' equity......................... 15,507 13,977

$18,046 $17,654

Ten Months Year
Ended Ended

October 31, December 31,
1977 1976

Results of Operations (unaudited) (audited)
(In Thousands)

Sales .................................................. $18,763 $29,639
Costs and expenses ......................... 14,139 22,439
Income before taxes......................... 4,624 7,200
Federal income taxes........................ 2,194 3,379
Net income......................................... $ 2,430 $ 3,821
Cash dividends paid......................... $ 900 $ 1,600

Tamco completed construction and commenced operation 
early in 1977 of a facility for the manufacture of steel billets to 
be sold to the Company and other shareholders. The Com­
pany has agreed to purchase from Tamco a minimum of
150,000 tons of steel billets annually for 15 years, at periodi­
cally adjusted prices based on costs. Pre-operating costs and 
higher-than-normal operating costs during Tamco’s start-up 
period to November 30, 1977 have been deferred and are 
being amortized on a unit-of-production basis over 4,500,000 
tons of billet production.

The investment in Tamco is comprised of the following:

Cost of original investment............................................  $1,482,000
Equity in undistributed earnings for the period ended 

November 30, 1977 ($375,000 of which is re­
flected as a reduction of cost of sales).................. 407,000

Long-term advances made in 1976 ..............................  2,500,000
Total ............................................................................  $4,389,000
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Since it is intended that the undistributed earnings of 
Tamco for 1977 represent a permanent investment, no div­
idend income taxes have been provided.

Following is a summary of financial information on Tamco, 
based on audited financial statements:

Financial Condition at November 30, 1977 
(In Thousands)

Assets
Current assets..............................................................
Property, plant and equipment, net........................
Deferred pre-operating and start-up costs, net...

Liabilities and Equity
Bank loans ..................................................................
Advances from stockholders....................................
Long-term lease obligation........................................
Other liabilities and reserves...................................

Stockholders' equity...................................................

Results of Operations from Commencement 
to November 30, 1977 

(In thousands)
Sales (133,000 tons of billets)......................................
Costs and expenses .........................................................
Income before taxes.........................................................
Income taxes.....................................................................
Net income.........................................................................

$ 7,600 
20,390 

6,674 
$34,664

$ 6,500 
5,000 
8,975 
7,853 

28,328 
6,336 

$34,664

$19,910 
18,100 

1,810 
996 

$ 814

Reference is made to Note 8 with respect to commitments 
and contingencies relating to Tamco.

Note 4 (in part): Foreign Operations—The Company has 
investments in several unconsolidated companies operating 
outside the United States. These investments, which repre­
sent ownership interests ranging from 25 to 100 percent, are 
stated at cost, less a $229,000 reserve for losses, as of 
November 30, 1977. The financial statements of these com­
panies have not been consolidated nor have the investments 
been accounted for by the equity method because (1) one of 
the subsidiaries (investment and advances $2,858,000) op­
erates under conditions of currency restrictions, and (2) the 
operations of the remaining companies are not significant in 
relation to the Company’s consolidated activities.

Based on the latest available unaudited financial state­
ments at November 30, 1977, the equity in underlying book 
value of these companies exceeded the net carrying value of 
the investments therein by approximately $1,900,000, which 
amount represents the net equity in undistributed earnings 
and losses since inception. These financial statements also 
indicate that the Company’s equity in the net income of these 
companies in 1977 approximated $350,000. In 1976, the 
Company’s equity in the total net income of unconsolidated 
companies was approximately $700,000.

LEE ENTERPRISES, INCORPORATED (SEP) 

Consolidated Balance Sheets
1977 1976

Investments, associated companies
(Note 2 ) .......................................  $12,004,000 $ 9,831,000

Consolidated Statements of Income
Operating Revenue:

Newspaper advertising..............  $41,665,000 $35,926,000
Newspaper circulation................ 13,633,000 12,212,000
Broadcasting ..............................  15,752,000 10,856,000
Associated companies (Note 2):

Editorial service and man­
agement fees...................  3,715,000 3,316,000

Equity in net income............. 3 ,324,000 2,360,000
O ther............................................  4,878,000 5,100,000

$82,967,000 $69,770,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Investments in associated companies— Investments in the 

common stock of associated companies are reported at cost 
plus the Company’s share of undistributed earnings since 
acquisition.

Note 2: Investments in Associated Companies—The 
Company has an effective 50% ownership interest in NAPP 
Systems (USA) Inc., a manufacturer of specialized graphic 
products, and two newspaper publishing companies operat­
ing at Lincoln, Nebraska (Journal-Star Printing Co.) and 
Madison, Wisconsin (Madison Newspapers, Inc.). Certain in­
formation relating to Company investments in these as­
sociated companies is as follows:

1977 1976
Combined Associates

Assets ......................................... $41,674,000 $35,944,000
Liabilities .................................... 17,638,000 16,258,000
Stockholders' equity................... $24,036,000 $19,686,000

Revenue:
Newspaper associates................ $35,560,000 $31,740,000
NAPP Systems (USA) Inc............ 25,553,000 20,089,000

$61,113,000 $51,829,000
Net income:

Newspaper associates................ $ 4 ,237,000 $ 3,192,000
NAPP Systems (USA) Inc............ 2 ,423,000 1,535,000

$ 6,660,000 $ 4,727,000
Lee Information 

Share of:
Stockholders' equity............. $12,004,000 $ 9,831,000
Undistributed earnings........ $10,148,000 $ 7,975,000
Net income............................ $ 3 ,324,000 $ 2,360,000

Contribution to net income be­
fore allocated Lee internal 
costs:
Newspaper associates.......... $ 2,304,000 $ 1,768,000
NAPP Systems (USA) Inc. .. 1,721,000 1,167,000

$ 4,025,000 $ 2,935,000
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THE MEAD CORPORATION (DEC)

Statements of Financial Condition
1977 1976

Total current assets.........................
 

$ 499,332

($000)
$  466,981

Investments and other assets: 
Investments in and advances to 

jointly-owned companies (Note
E).............................................. 199,036 170,149

Construction funds............................ 7,452 18,378
Other assets and investments........ 35,225 32,524

241,713 221,051
Property, plant and equipment, at 

cost less accumulated deprecia­
tion (Notes F and G)...................  632,948 561,269

Total assets........................... $1,373,993 $1,249,301

Statements of Earnings
Net sales............................................ $1,821,826 $1,599,342
Cost of products sold........................ 1,476,218 1,289,638

345,608 309,704
Selling, administrative, and re­

search expenses.........................  183,628 152,399
Earnings from wholly-owned op­

erations................................... 161,980 157,305
Equity in earnings before taxes of:
Jointly-owned companies................. 28,904 20,110
Overseas operations......................... 344 631

Earnings from operations........... $ 191,228 $ 178,046

Note E: Jointly-Owned Companies
Description and Operations. The company’s principal 

domestic jointly-owned companies are Georgia Kraft Com­
pany and Brunswick Pulp & Paper Company. Georgia Kraft 
manufactures coated carrier stock and uncoated kraft liner- 
board; and Brunswick manufactures bleached kraft pulp and 
board. Each of these companies is 50% owned, produces 
lumber, and supplies the company with raw materials used in 
its packaging, container, and paper operations.

The company’s principal Canadian investments are 
Northwood Pulp and Timber Limited and British Columbia 
Forest Products Limited. Mead owns 50% of Northwood and 
28.5% of BCFP. Both manufacture bleached softwood kraft 
pulp and produce lumber in their sawmill operations. BCFP 
also manufactures paper, newsprint, and plywood.

The company has long-term purchase contracts with 
Georgia Kraft, Brunswick, and Northwood. Under the pur­
chase contracts with Georgia Kraft and Brunswick, Mead is 
obligated to purchase 50% of the output of each of these 
companies at prices sufficient to provide for its share of all 
costs and expenses including interest on indebtedness, but 
excluding taxes on income. Additionally, the payments must 
provide adequate funds to meet all obligations and pay cur­
rent installments of funded indebtedness. In the case of 
Northwood, Mead is not obligated to purchase a fixed amount 
of output; however, it is obligated to purchase sufficient pulp 
to meet 50% of current installments of funded indebtedness.

Financial Reporting. Mead’s investments in unconsoli­
dated jointly-owned companies are stated at cost plus equity 
in undistributed earnings, which approximates Mead’s share 
of the net assets of these companies. The composition of 
Mead’s total investments in these companies is:

December 31 1977 1976
All dollar amounts in thousands
Investments— at cost........................ $ 53,473 $ 53,458
Equity in undistributed earnings .. ..  141,953 112,652
Mead's investments in jointly-

owned companies........................ 195,426 166,110
Advances ........................................... 3,610 4,039
Total investments in and advances

to jointly-owned companies......  $199,036 $170,149

Pulp and board produced by the affiliates, including Geor­
gia Kraft, Brunswick, and Northwood, are part of Mead’s raw 
material supply system. Therefore, the pre-tax earnings on 
these products of jointly-owned companies are recorded as 
an offset to Mead’s cost of products sold. All pre-tax earnings 
from BCFP, the sawmill operations of Northwood, and certain 
other affiliates are reported as equity in earnings of jointly- 
owned companies. Applicable taxes on these earnings are 
included in the provision for income taxes.
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Jointly-Owned Companies-Financial Condition Pre­
sented in relation to Mead’s reporting for these com­
panies:
December 31 1977 1976
All dollar amounts in Georgia

thousands— U.S. Kraft Brunswick Northwood BCFP Other Combined Combined
Working capital........  $ 22,429 $ 42,226 $ 20,680$  88,153 $ 7,635 $181,123 $144,646
Investments and

other assets........  4,778 636 4,707 42,638 50 52,809 40,806
Property, plant and 

equipment, at 
cost less accumu­
lated depreciation 
of $512 ,996  in 
1977 and 
$ 4 1 3 ,9 3 0  in
1976 (combined). 108,174 104,092 75,038 317,9321 17,672 622,908 516,418

Timber resources, at
cost— less cost of
timber harvested. 63,210 5,352 23,670 92,232 73,812

198,591 146,954 105,777 472,393 25,357 949,072 775,682
Less— long-term debt 

due through 1992 
(including $570 in
1977 and $5,945  
in 1976 due to 
parent companies
— combined)......  43,388 74,030 29,365 219,6411 2,273 368,697 275,093
Deferred income

taxes..............  20,427 16,431 12,500 68,927 1,439 119,724 107,885
Shareholders' equity. $134,776 $ 56,493 $ 63,912$183,825 $21,645 $460,651 $392,704
Mead's share of

equity...................  $ 67,413 $ 27,023 $ 31,956$  59,443 $ 9,591 $195,426 $166,110
1Approximately $88,789,000 of property, plant and equipment and $101,454,000 of long-term debt at 

December 31, 1977, arose in connection with an acquisition by BCFP during 1977.

Jointly-Owned Companies-Operating Data Presented 
in relation to Mead’s reporting for these companies:
Year Ended
December 31 1977 1976
All dollar amounts in

thousands— U.S. Georgia
Kraft Brunswick Northwood BCFP Other Combined Combined

Sales ...........................$231,340 $140,306 $140,588 $463,787 $55,437 $1,031,458 $914,178
Costs and expenses . 202,166 122,902 108,877 391,570 49,101 874,616 777,703
Interest expense.........  5,274 7,440 3,197 13,980 214 30,105 25,440
Income taxes................  8,421 4,181 13,202 25,815 2,660 54,279 47,807

Net earnings . $ 15,479 $ 5,783 $ 15,312 $ 32,422 $ 3,462 $ 72,458 $ 63,228
Sales to Mead in­

cluded above.......$119,021 $ 7 2 ,1 5 1  $ 2 0 ,7 0 0 $  5,843 $ 4 ,8 7 0  $ 222,585 $216,446
Mead's share of net

earnings.............. $ 7,741 $ 2,778 $ 7,656 $ 9,107 $ 1,694 $ 28,976 $ 25,087
Reported in Mead's 

statement of earn­
ings as:
Reduction of cost 

of products
sold................$ 10,036 $ 4,952 $ 4,835 $ $ 2,580 $ 22,403 $ 23,799

Equity in earnings 
before taxes 
of jointly- 
owned com­
panies............. 2,600 9,421 16,396 487 28,904 20,110

12,636 4,952 14,256 16,396 3,067 51,307 43,909
Income taxes......  4,895 2,174 6,600 7,289 1,373 22,331 18,822

$ 7,741 $ 2,778 $ 7,656 $ 9,107 $ 1,694 $ 28,976 $ 25,087
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THE S IG NAL CO M PAN IES, INC. (DEC)

Consolidated Balance Sheet

Investments and Long-term Receiv­
ables:
Investments in and advances to

1977

($ 000)

1976

unconsolidated com panies... 
Long-term receivables and other

$ 2 6 8 ,2 9 0 $ 2 4 2 ,7 4 0

in ve stm e n ts.............................

Total investments and long-term

4 1 ,6 1 8 3 2 ,1 9 8

re ce iva b le s............................... $ 3 0 9 ,9 0 8 $ 2 7 4 ,9 3 8

Consolidated Statement of Income
Incom e from  co nso lid ated  com ­

panies before minority interest. 
Equity in income of unconsolidated

$ 8 7 ,0 5 5 $ 5 3 ,6 5 0

com panies....................................... 2 6 ,4 9 4 18,1 94
Minority interest.................................. (1 2 ,0 4 2 ) (7 ,6 4 4 )

Income from continuing operations. $ 1 0 1 ,5 0 7 $ 6 4 ,2 0 0

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Accounting Policies:
Principles of Consolidation—All significant majority owned 

subsidiaries of The Signal Companies, Inc. (Signal) are con­
solidated except for Mack Financial Corporation and Signal 
Landmark Properties, Inc., whose finance and real estate 
activities are dissimilar to the operations of the consolidated 
group. Investments in unconsolidated companies are ac­
counted for under the equity method.

Note 6: Investments and Advances— Information concern­
ing investments in and long-term advances to unconsolidated 
companies is as follows:

At December 3 1 , 1977 Equity in
Equity Investments Income (Loss)

Total Total in Net and Years Ended
Assets Liabilities Assets Advances 1977 1976

(Dollars in thousands)
M ack Financial Corporation— 1 0 0 %  ow ned:......... Stock $ 5 6 2 ,5 5 6 $ 4 6 9 ,0 0 6 $ 9 3 ,5 5 0 $ 9 3 ,5 5 0 $ 1 0 ,1 0 5 $ 9 ,0 9 5

Advances 2 0 ,0 0 0
Signal Landmark Properties, Inc.— 1 0 0 %  owned: Stock 8 2 ,6 5 9 3 3 ,3 1 7 4 9 ,3 4 2 4 9 ,3 4 2 8 ,0 9 0 3 ,3 0 4

Advances 3 ,1 5 5
Golden West Broadcasters— 4 9 .9 %  owned: ......... Stock 6 0 ,7 6 6 30,311 1 5,1 96 3 4 ,7 3 9 2 ,1 7 8 2 ,3 3 8
American President Lines, Ltd.— 4 5 %  o w n e d :.. . Stock 3 4 0 ,8 3 9 2 0 7 ,7 6 3 58,961 4 6 ,4 2 8 6 ,4 2 0 4 ,2 9 4
Other co m panies:............................................................ Stock 70,351 42,691 1 1 ,2 0 6 10,9 6 6 (299) (837)

Advances 1 0 ,1 1 0

$ 2 6 8 ,2 9 0 $ 2 6 ,4 9 4 $ 1 8 ,1 9 4

Dividends received from unconsolidated companies 
amounted to $7,203,000 and $2,393,000 in 1977 and 1976.

The excess of Signal’s investment over its equity in net 
assets of Golden West Broadcasters ($19,543,000) is con­
sidered by Signal to have a continuing value, principally radio 
and television station licenses, and accordingly is not being 
amortized. Signal has the exclusive option under certain 
conditions, to purchase the other 50.1% interest in Golden 
West Broadcasters for $18,250,000. To maintain the option. 
Signal must pay $250,000 per year which is applied to reduce 
the purchase price.

For information with respect to the industries and geo­
graphic areas in which the above unconsolidated companies 
operate, refer to pages 9 through 29.



1 6 0 Section 2: Balance Sheet

THE SUPERIOR OIL COMPANY (DEC)

Consolidated Balance Sheet
1977 1976

Investments (Notes 2 and 7)
Affiliated companies

M cIntyre Mines Limited
(owned 4 0 .5% )..............  $ 83,774,000 $ 94,812,000

Austral Oil Company Incor­
porated (owned 20.6% ) 17,865,000 15,459,000

Western Platinum Limited
(owned 24 .0% )..............  12,425,000 13,173,000

Marketable securities, at cost
Texaco Inc..............................  —  16,155,000
Other...................................... 22,946,000 27,053,000

$137,010,000 $166,652,000

Consolidated Statement of Income
Other Income (Expense)

Dividends and miscellaneous in­
come .......................................

Gain on sale of 949,072 shares 
of Texaco stock (Note 2 ).... 

Equity in earnings (losses) of af­
filiated companies (Note 2 ). 

Interest expense.........................

$9,001,000

9,325,000

(9,953,000)
(7 ,452,000) 
$ 921,000

$ 9,505,000

4,199,000  
(10,045,000) 
$ 3,659,000

Note 2 (in part): Investments—The Company’s invest­
ments in McIntyre Mines Limited (McIntyre), a Canadian cor­
poration engaged in coal mining, Austral Oil Company Incor­
porated (Austral), a U.S. corporation engaged in oil and gas 
operations, and Western Platinum Limited (Western 
Platinum), a South African corporation engaged in platinum 
mining, are accounted for on the equity method. An analysis 
of Superior’s investment in these affiliated companies is pre­
sented in the following table, in thousands of U.S. dollars.

Western
McIntyre Austral Platinum

Total (owned 40.5%(a)) (owned 20.6% ) (owned 24.0% )
Transactions of prior years

Cost of capital stock..............................................................................................  111,763 91,661 14,207 5,895
Cash advances....................................................................................................   5,118 —  —  5,118
Equity in earnings...................................................................................................  24,842 21,356 831 2,655
Dividends received................................................................................................  (8,819) (8,819) —  —
Amortization of excess cost(b).............................................................................  (14,162) (13,468) (322) (372)

Investment at December 31, 1975 ..........................................................................  118,742 90,730 14,716 13,296
Cost of capital stock..............................................................................................  398 —  398 —
Equity in 1976 earnings before extraordinary items...................................... 6,313 5,569 743 1
Equity in extraordinary items(c)............................................................................ 1,102 1,102 —  —
Dividends received................................................................................................  (997) (997) —  —
Amortization of excess cost................................................................................  (2,114) (1,592) (398) (124)

Investment at December 31, 1976 ..........................................................................  123,444 94,812 15,459 13,173
Loans to affiliated companies............................................................................... 1,500 —  1,500 —
Equity in earnings (losses).................................................................................... (7,836) (8,519) 1,307 (624)
Dividends received................................................................................................  (927) (927) —  —
Amortization of excess cost................................................................................. (2,117) (1,592) (401) (124)

Investment at December 31, 1977 ..........................................................................  114,064 83,774 17,865 12,425
Quoted market price at December 31, 1977 ......................................................... 23,300 30,000 Not Quoted
Unamortized excess cost at December 31, 1977..................................................  30,242 4,809 1,855
Remaining years over which excess cost will be amortized on straight-line basis 19 12 15

(a) McIntyre capital stock is owned 36.2%  directly by Superior and 4 .3%  indirectly through Canadian Superior.
(b) The term "excess cost" is used to denote the amount by which the cost of Superior's investment in the capital stock of each of its affiliates 

exceeded Superior's equity in the affiliate's net assets at the date of acquisition.
(c) Reduction in deferred income tax expense resulting from carryforward of prior years' losses.

Marketable Securities
A summary of the Company’s marketable securities is set 

forth below (in thousands of dollars).

December 31, 
1977

December 31, 
1976

Texaco Inc. (9 4 9 ,0 7 2  
shares in 1976)..............

Market Cost Market Cost

_ _ 26,337 16,155
24,043 22,946 28,809 27,053
24,043 22,946 55,146 43,208

At December 31, 1977 and 1976, the gross unrealized 
gains of all marketable securities were $6,221,000 and 
$17,237,000, respectively, and the gross unrealized losses 
were $5,124,000 and $5,299,000, respectively. The net 
realized gains included in the consolidated statements of in­
come were $7,342,000 in 1977 and $376,000 in 1976. The 
cost of securities sold was determined on a specific share 
basis.
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Cost

AMPCO-PITTSBURGH CORPORATION (DEC)

1977 1976
Investment in Pittsburgh Forgings 

Company, at cost (889,411  
shares and 745,858 shares, 
approximate market value 
$17,455,000 and
$14,171,000)..............................  $10,723,358 $8,277,686

N O T E S  T O  C O N S O L ID A T E D  F IN A N C IA L  S T A T E ­
M E N T S

N o te  3 :  Investment in Pittsburgh Forgings Company— The 
investment in Pittsburgh Forgings Company at December 31, 
1977 and 1976 represented an approximate 29% and 26%  
equity interest, respectively. The Corporation accounts for 
this investment under the cost method because the criteria 
for use of the equity method are not satisfied. Under the 
equity method, the Corporation’s share of Pittsburgh Forg­
ings Company after tax earnings would have been approxi­
mately $1,600,000 and $2,000,000 in 1977 and 1976, re­
spectively. The method utilized by the Corporation (cost 
method) reflects in net income the cash dividends actually 
received (less applicable income tax) in the approximate 
amounts of $660,000 and $550,000 in 1977 and 1976, re­
spectively.

N o te  A (4 ) :  In v e s tm e n ts  in  L o n g -T e rm  D e b t  S e c u r it ie s —  
Notes as to which payment is guaranteed by the U.S. Gov­
ernment which are being held to maturity are carried at cost 
(which may be in excess of market) and as noncurrent assets 
(Note E).

N o te  E : In v e s tm e n ts  in  L o n g -T e r m  D e b t  S e c u r i t ie s —  
Investments in long-term debt securities at January 28, 1978 
($1,507,000) comprise V.A. and F.H.A. Mortgage Notes 
guaranteed by the U.S. Government. These notes are due in 
various installments to 2003 with interest at 6¾ % to 7% a 
year.

The investments are stated at cost; market value at 
January 28, 1978 approximates $1,200,000.

Lower of Aggregate Cost or Market Value

THE KROGER CO. (DEC)

1977 1976
Investments

Marketable investment secu­
rities.......................................  $28,422,085 $45,063,765

Investments in and advances to
unconsolidated companies... 43,281,511 26,622,385

Other investments, at cost........  7,370,999 5,920,166
Total investments...........  $79,094,595 $77,606,316

THE BLACK AND DECKER MANUFACTURING 
COMPANY (SEP)

Other Assets
Goodwill ......................................
Investment in 2,216,931 shares 

(12.7% ) of common stock of 
McCulloch Oil Corporation 
— at cost, which approxi­
mated market........................

Sundry advances, deposits and 
accounts.................................

RUSS TOGS, INC. (JAN)

1977 1976
(thousands of dollars)

$17,423 $17,907

7,390 7,390

16,472 9,736
$41,285 $35,033

1978 1977
Total current assets.........................  $58,543,000 $55,666,000
Property and equipment (at cost, 

less depreciation and amortiza­
tion of $5,454,000 in 1978, 
and $ 6 ,2 4 9 ,0 0 0  in 1977)
(Notes A(3), D and F )............... 8 ,461,000 9,504,000

Net investment in direct financing
lease (Notes A(7), F(3) and H(4)) 4,807,000

Investments in long-term debt 
securities-at cost (Notes A(4)
and E)............................................  1,507,000 3,359,000

Other assets.......................................  526,000 683,000
Total ................................ $73,844,000 $69,212,000

N O T E S  T O  C O N S O L ID A T E D  F IN A N C IA L  S T A T E ­
M E N T S

A c c o u n t in g  P o lic ie s  (in  p a r t )

M a r k e t a b le  In v e s t m e n t  S e c u r i t ie s — Marketable invest­
ment securities consist of bonds, notes and common and 
preferred stocks held for long-term investment. Dividend and 
interest income are accrued as earned. The cost of marketa­
ble investment securities sold is determined on the specific 
identification method.

Marketable equity securities (common and preferred 
stocks) are carried at the lower of cost or market. A valuation 
allowance, representing the excess of cost over market of 
these equity securities, is included in shareowners equity. 
Other marketable investment securities (bonds and notes) 
are carried at cost unless there is a permanent impairment of 
value, at which time the securities are valued at market. In 
management’s opinion there is no indication of a permanent 
loss in value in any portion of the portfolio and there is no 
present intention to liquidate the securities portfolio at less 
than cost.

M a r k e t a b le  In v e s t m e n t  S e c u r i t ie s — Marketable invest­
ment securities include;

1977 1976
Equity securities, at cost.................  $ 34,193,635 $ 40,654,944
Less valuation allowance.................  (14,266,420) (8,651,432)
Equity securities, at m arket...........  $ 19,927,215 $ 32,003,512
Bonds and notes, at cost.................  8,514,870 13,060,253

$ 28,442,085 $ 45,063,765

Marketable investment securities earned $1,015,626 and 
$1,246,997 in dividend income and $462,230 and $586,472 
in interest income during 1977 and 1976, respectively.
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The portfolio of equity securities included gross unrealized 
gains and losses of $189,433 and $14,455,853, respectively 
at December 31, 1977. Net realized gains on the sale of 
securities, after applicable taxes, included in the determina­
tion of net earnings for 1977 and 1976 amounted to $42,655 
and $581,526, respectively. The valuation allowance de­
creased $1,094,045 during 1976 as compared to the previ­
ous year and increased $5,614,988 during 1977.

TIME INCORPORATED (DEC)

Investments
Unconsolidated subsidiaries.............
Companies 20%  to 50%  owned... 
Others— at cost less allowances of 

$ 2 ,1 9 6 ,0 0 0  in 1977 and
$912,000 in 1976 ....................

Marketable equity securities—  
quoted market price of 
$ 2 5 ,9 5 6 ,0 0 0  in 1977 and
$32,664,000 in 1976 ..............

Total Investments..............................

NOTES TO FINANCIAL STATEMENTS
Marketable Equity Securities— Preferred and common 

stocks are classified as noncurrent investments and carried 
at cost.

At December 31, 1977 gross unrealized gains and losses 
pertaining to marketable equity securities were approxi­
mately $6,851,000 and $1,483,000, respectively. In 1977 a 
net realized gain of $368,000 and a small 1976 net realized 
gain of $368,000 and a small 1976 net realized loss on the 
sale of marketable equity securities are included in Other 
Income— Net. The cost of the securities sold was based on 
specific identification of the securities sold.

WARNER COMMUNICATIONS INC. (DEC)

1977
($000)

1976

$14,180 $11,691
31,240 5,527

26,906 28,532

20,588 27,034
$92,914 $72,784

Total current assets.........................
Marketable equity securities, car­

ried at lower of cost (1976) or
market (1 9 7 7 )............................

Accounts and notes receivable due
after one y ea r............................

Non-current inventories...................

1977 1976
($000)

$480,490 $369,447

105,164

31,785
40,615

119,130

33,817
26,151

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Marketable Equity Securities—At December 31, 1977, the 
portfolio of marketable equity securities is carried at its 
aggregate quoted market value of $105,164,000 (cost 
$111,473,000) and at December 31, 1976, the non-current 
portfolio is carried at its aggregate cost of $119,130,000 
(market value $122,943,000). To reduce the portfolio to its 
aggregate market value at December 31, 1977, a valuation 
allowance of $6,309,000 was deducted from shareholders’ 
equity.

The $24,208,000 portion of the marketabie equity secu­
rities portfolio that has been classified as a current asset at 
December 31, 1976, represents those securities which were 
sold in January and February 1977 and on which no material 
gain or loss was realized.

Gross unrealized gains and gross unrealized losses per­
taining to the marketable equity securities were $7,073,000 
and $13,382,000, respectively, at December 31, 1977, and 
$10,649,000 and $6,836,000, respectively, at December 31, 
1976. Realized gains and losses during 1977 and 1976 were 
not material.

It is management’s present intention to maintain a portfolio 
of marketable equity securities as a source of capital for 
long-term investments. Accordingly, the investment in these 
marketable equity securities has been classified as a non- 
current asset.

THE WILLIAMS COMPANIES (DEC)

1977 1976
Total current assets.........................  $ 458,997 $ 376,555
Noncurrent investments (Notes 2

and 1 0 ).........................................  203,088 206,616
Property, plant and equipment, at

cost (Notes 6 and 9 ) .................  1,407,626 1,262,555
Less accumulated depreciation

and depletion.........................  254,216 203,701
Property, plant and

equipment— net..............  1,153,410 1,058,854

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Investments—The noncurrent portfolio of marketable 
equity securities is carried at lower of cost or aggregate mar­
ket. Changes in the valuation allowance, which reduces the 
carrying amount to market, are charged or credited directly to 
stockholders’ equity. Other investments, including those car­
ried in current assets but excluding companies carried on the 
equity method of accounting, are carried at cost. Interest and 
dividends are recorded on the accrual basis. Realized gain or 
loss is recognized based on first-in, first-out cost upon dispo­
sition of securities.

Note 2 (in part): Investments—Williams’ investments at 
December 31, 1977 and 1976 and investing income for the 
years then ended are summarized as follows;
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1977 1976

Included in current assets:
Eurodollar deposits and domestic

(Thousands)

certificates of deposit.......... $ 36,581 $ 30,084
Other money market obligations 
Preferred stock of Valley Dis­

tributing Company (re­
deemed at face value in

2,583 7,219

January 1 9 7 8 )...................... 14,338 —

Notes receivable.........................
Noninterest bearing certificates 

of deposit used as compen-

3,874 3,790

sating balances..................... 6,805 6,600

Included in noncurrent investments: 
Notes receivable:

Williams International 
Group, Inc.:
Notes maturing in in­

creasing annual 
amounts through

$ 64,181 $ 47,693

1985...........................
Revolving credit agree­

ment ...........................

$ 47,408 $ 48,451 

5,000
Other ...................................... 3,603 3,553

Preferred stocks and unregis­
tered securities:
Marketable equity securi­

ties:

51,011 57,004

Cost .................................
Allowance for unrealized

43,329 41,701

loss............................
Carrying value (market

(3,187) (2,718)

value).........................
Preferred stock of Valley 

Distributing Company

40,142 38,983

(see above)...................... — 14,338
Other ...................................... 4,045 10,878

Unconsolidated subsidiaries
44,187 64,199

(principally real estate)........
Partially owned companies: 

Peabody Holding Company,

8,972 7,837

Inc...................................... 21,586 —
Alton Box Board Company.. 17,662 17,250
BancOklahoma Corp..............
Fertilizer companies, by lo­

cation:

12,440 11,925

United States...................
Republic of Korea, at

16,043 12,909

cost............................. 17,500 17,500
Republic of Ireland.......... 8,618 9,215
South America................ 5,002 2,869
Middle East...................... — 4,070

Other ...................................... 67 1,838
98,918 77,576

$203,088 $206,616

Investing income includes:
Interest .......................................
Dividends ....................................
Realized gains on marketable

equity securities...................
Equity in earnings (losses) of 

partially owned companies 
except Peabody Holding: 

Alton Box Board Com­
pany ...........................

BancOklahoma Corp. ... 
Fertilizer companies, by 

location:
United States.............
Republic of Ireland...
South America..........

Other losses.................................

$7,756
4,267

124

1,005
938

(445)
(1,677)

(623)
(1,670)
$9,675

$ 8,291 
4,451

1,399

1,629
1,190

(491)
(565)

65
(53)

$15,916

At December 31, 1977, gross unrealized gains and gross 
unrealized losses pertaining to marketable equity securities 
were $1,580,000 and $4,767,000, respectively. The change 
in the valuation allowance, which reduces the carrying 
amount of noncurrent marketable equity securities to market, 
resulted in a $469,000 charge to stockholders’ equity in 1977 
and a $5,076,000 credit (net of income taxes) to stockhold­
ers’ equity in 1976.

Cost Recovery Method

THE BFGOODRICH COMPANY (DEC)

Balance Sheet

Investments and Receivables 
Associate companies......

1977
($000)

Statement of Income
Other (charges) credits:

Provision for disposal of certain
foreign operations................

Equity in losses of associate
companies..............................

Gain on extinguishment of debt
Exchange gain (loss)...................
Other income— n e t.....................

$40,857

$(5,973)

(4,937)
1,278

932
1,244

$(7,456)

1976

$51,881

$(17,605)

(5,562)

(4,281)
910

$(26,538)

NOTES TO FINANCIAL STATEMENTS 
Note A (in part): Accounting Policies
Principles of Consolidation— The financial statements in­

clude the accounts of all subsidiaries except BFGoodrich Fi­
nance Company (BFGFC) which is included on the equity 
method. Its total assets (primarily purchased receivables of 
the Company) approximate the Company’s investment in 
BFGFC. The pre-tax income of BFGFC is included in the 
Statement of Income as a reduction of interest expense and 
its provision for income taxes is included in the income tax 
provision. Inter-company accounts, transactions and profits 
in inventories of consolidated subsidiaries have been elimi­
nated upon consolidation.
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Investments in associate companies (20% to 50% owned) 
are carried at equity except for The Yokohama Rubber Co., 
which is being accounted for by the cost recovery method 
(see Note C). Because financial data is not available on a 
timely basis for four of these companies, the Company rec­
ognizes its equity in the earnings or losses of such associates 
based on a period ending three months prior to the end of the 
Company’s reporting period.

Note C (in part): Foreign Operations
Associate Companies—The Company has had an invest­

ment in The Yokohama Rubber Company (YRC) for 60 years 
and currently owns 33.6% of its outstanding common stock. 
Prior to 1977, the Company, as the holder of the largest block 
of YRC stock, was able to exercise significant influence over 
certain operating policies of YRC. In accordance with Ac­
counting Principles Board Opinion No. 18, the Company ac­
counted for its investment in YRC by the equity method on a 
six months delay basis.

In early 1977, the Company, discerning changes in its rela­
tionship with YRC, undertook a study of the Company’s ac­
tivities regarding YRC. That study indicated that, in fact, the 
Company’s relationship with YRC had changed during 1977 
and that the Company had lost its ability to influence signifi­
cantly the policies of YRC, although the cause of the change 
was not then apparent. The Company subsequently learned 
that in the first half of 1977, a Japanese business group, of 
which YRC is a member, reorganized and expanded. The 
members of this group own and control a substantial block of 
the voting stock of YRC. Discussions in Japan confirmed 
management’s conclusion in the initial study that the Com­
pany no longer possessed the ability to influence significantly 
YRC’s financial and operating policies. Due to this change in 
circumstances, the Company, with the approval of the Board 
of Directors, decided to realign its investment interest in YRC.

Accordingly, as of June 30, 1977, the Company ceased 
equity accounting for its investment in YRC. In September 
1977, YRC instituted a special tire inspection and replace­
ment program for tires manufactured by YRC prior to 1976. 
Considering this action, the management’s decision to 
realign the investment, the Company provided $3,177,000 in 
the third quarter which reduced the amount of the stock in­
vestment to the Company’s cost of $10,825,000. Had condi­
tions not changed and the Company continued to account for 
its investment in YRC under the equity method, the Com­
pany’s equity in losses of YRC reported for 1977 would have 
been increased by $10,825,000 resulting principally from a 
foreign currency translation loss caused by the appreciation 
of the Yen relative to the dollar.

Although there may be Japanese legal and other restric­
tions on the Company regarding the sale of the YRC stock, 
the market value of the Company’s stock investment at De­
cember 31, 1977 as indicated by quotations on the Tokyo 
Stock Exchange is $41,500,000. Any sales may not be at this 
value. However, in the opinion of management, the carrying 
value of $10,825,000 at December 31, 1977 is fully realiza­
ble.

The Company will apply the cost recovery method to its 
stock investment in YRC. Under this method, no income will 
be recognized from any future dividends or sales of YRC 
stock until the carrying value of the investment has been fully 
realized.

The caption “ Equity in losses of associate companies” in 
the Statement of Income is comprised of the following 
amounts:

(Dollars in thousands)
The Yokohama Rubber Co. , 
Other Associate Companies,

1977
$(4,811)

(126)
$(4,937)

1976
$(5,087)

(475)
$(5,562)

NONCURRENT RECEIVABLES

Chapter 3, Section A of ARB No. 43 states that the concept 
of current assets excludes “ receivables arising from unusual 
transactions (such as the sale of capital assets, or loans or 
advances to affiliates, officers, or employees) which are not 
expected to be collected within twelve months.” APB Opinion 
No. 21 requires the imputation of a realistic interest rate to 
most long-term receivables not bearing interest or bearing an 
interest rate lower than the prevailing rate. Exceptions to the 
aforementioned requirement are listed in paragraph 3 of 
Opinion No. 21. Table 2-16 summarizes the balance sheet 
captions used to describe noncurrent receivables. Examples 
of noncurrent receivables follow.

CHICAGO PNEUMATIC TOOL COMPANY (DEC)

Long Term Receivables.
1977

$1,906,000
1976

$1,128,000

1977 FINANCIAL SUMMARY
Long Term Receivables— Long term receivables consist of 

notes maturing after one year, and are generally collectible in 
installments over periods ranging up to four years. Interest 
rates on major receivable items range from 9% to 10.5% 
simple interest.

COLECO INDUSTRIES, INC. (DEC)

1977 1976
Other Assets:

Future income tax benefits (Note
7 ) ............................................ $ 588,000 $ 826,000

Intangible assets (Note 6 ).......... 4 ,242,000 4,454,000
Mortgage note receivable (Note

6 ) ............................................ 1,831,000 2,033,000
Miscellaneous (Note 6 ).............. 1,013,000 1,069,000

Total other assets................ $7,674,000 $8,382,000

Note 6 (in part): Other Assets
Mortgage Note Receivable— In 1975, the Company sold 

its former snowmobile manufacturing facility for cash and an 
8% note receivable for $2,100,000 collateralized by a first 
mortgage on the facility, and collectible in Canadian dollars 
over the ensuing 15 years in amounts ranging from $51,000 
in 1978 to $1,060,000 in 1990. All scheduled mortgage pay­
ments have been received.



Noncurrent Receivables 165

GANNETT CO. INC. (DEC)

L o ng -te rm  re c e iv a b le s , less un­
am ortized discount (N ote 4 ) . . . .

1 9 7 7 1 9 7 6

$ 1 2 ,9 4 4 ,9 4 3  $ 1 4 ,4 1 0 ,6 2 3

Note 4: Long-Term Receivables— A  su m m a ry  o f lon g-term  
re c e iv a b le s  at D e c e m b e r 2 5 , 1 9 7 7  a n d  D e c e m b e r 2 6 , 1 9 7 6 , 
is as  follow s:

1 9 7 7

Secured 5 ⅜ %  note receivab le , due 
in a n n u a l in s ta llm e n ts  of 
$ 6 6 6 , 0 0 0  to D e c e m b e r 2 4 ,
1 9 8 2  and a fina l paym ent of 
$ 4 ,0 0 6 ,0 0 0  on Decem ber 2 4 ,
1 9 8 3  .............................................

L e ss -un am o rtized  d iscount
(based  on im puted in ­
terest of 9 ¾ % ) ..................

Note receivab le , due in annual in­
stallm ents of $ 5 6 8 ,0 0 0  to De­
cem ber 3 0 , 1 9 8 4 , in terest at
8 0 %  of prim e r a t e .........................

L e ss -un am o rtized  discount 
(based on im puted in ­
terest of 1 0 ¼ % ) ..............

1 ,4 8 6 ,9 3 2
5 ,8 4 9 ,0 6 8

3 ,9 7 6 ,0 0 0

2 4 6 ,7 1 2
3 ,7 2 9 ,2 8 8

7 ½ %  note receivab le , due in an­
nual installments of $ 1 2 1 ,5 8 7  
including interest to January 4 ,
1 9 7 9  and balance due January
4 ,  1 9 8 0  ................................................. 9 3 2 ,9 0 4

8 %  note receivable in quarterly  in­
stallm ents of $ 3 0 ,8 9 3  including 
in terest, w ith  balance due D e­
cem ber 2 2 , 1 9 8 1 .............................  6 7 4 ,8 3 2

Other rec e iv a b le s .....................................  3 ,0 1 3 ,4 2 3
1 4 ,1 9 9 ,5 1 5

Less am ount included in c u rre n t
assets— other re c e iv a b le s .......... 1 ,2 5 4 ,5 7 2

$ 1 2 ,9 4 4 ,9 4 3

1 9 7 6

$  7 ,3 3 6 ,0 0 0  $ 8 ,0 0 2 ,0 0 0

1 ,8 3 6 ,8 8 8
6 ,1 6 5 ,1 1 2

5 ,1 1 2 ,0 0 0

3 0 8 ,2 6 7
4 ,8 0 3 ,7 3 3

9 8 0 ,9 2 3

7 2 5 ,0 0 0
2 ,9 5 7 ,1 0 2

1 5 ,6 3 1 ,8 7 0

1 ,2 2 1 ,2 4 7
$ 1 4 ,4 1 0 ,6 2 3

T A B L E  2 -1 6 :  N O N C U R R E N T  R E C E IV A B L E S

1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4

Balance Sheet Description
Long-Term  R e c e iv a b le s . . .  55 6 0 51 52
N otes R e c e iv a b le .................. 32
Notes and accounts receiv­

ables c o m b in e d .................  9

19

2 0

2 8

19

36

17
A ccounts  R e c e iv a b le ..........  2 4 11 11
Other— described ...................  2 3
Receivables combined w ith

21 3 6 2 0

o ther investm ents , d e ­
posits, e tc ..............................  8 4 92 10 5 n o

Total Presentations...................  2 0 5 2 1 6 2 5 0 2 4 6

Number of Companies
Presenting noncurrent

receivables .........................  191
N ot p resen tin g  n oncurren t

2 1 0 2 2 4 2 1 5

receivables .........................  4 0 9 3 9 0 3 7 6 3 8 5

Total ................................................ 6 0 0 6 0 0 6 0 0 6 0 0

PRATT-READ CORPORATION (JUN)

Total current a s s e ts ..........
Note Receivable (N ote C)

1 9 7 7
$ 1 3 ,0 7 6 ,4 4 9

2 0 4 ,1 4 7

1 9 7 6
$ 1 1 ,7 6 0 ,9 3 5

2 5 4 ,1 5 1

Note C: Note Receivable— T h is  n o te  w a s  rece ived  in c o n ­
nection  w ith  th e  sa le  o f th e  co m m o n  s tock o f a  fo rm er w ho lly  
o w n ed  subsid iary , T e c h -A rt P lastics  C o m p a n y , on J u n e  30 , 
1 9 7 2 . T h e  6 %  note , w hich  is c o lla te ra lize d  by all o f th e  c o m ­
m on stock of T ec h -A rt, is p a y a b le  in m onth ly  ins ta llm ents  
($ 5 0 ,0 0 0  a n n u a lly ) to  July 1, 1 9 7 7 , at w hich  tim e  th e  b a la n c e  
o f $ 2 5 0 ,0 0 0  is due .

O n  Ju ly  1, 1 9 7 7  th e  note  w a s  rew ritten  for $ 2 5 0 ,0 0 0  at 8 %  
p ay a b le  in m onth ly  ins ta llm ents  ($ 5 0 ,0 0 0  an n u a lly ) to July 1, 
1 9 8 0 , a t w hich  tim e  th e  b a la n c e  of $ 1 0 0 ,0 0 0  is d ue .

K MART CORPORATION (JAN)

1 9 7 8
Investm ent in and Advances to In­

surance O p e ra tio n s .........................  $ 5 7 ,8 9 0 ,0 0 0
O ther Assets and D eferred  Charges 5 0 ,1 9 2 ,0 0 0
R e c e iv a b le s  fro m  S u b -T e n a n ts

under d irect financing leases . . .  1 2 ,4 9 5 ,0 0 0

THE MARLEY COMPANY (OCT)

Other Assets:
Sundry accounts and deposits ..  
Custom er receivables due a fte r

one y e a r .........................................
Total o ther a s s e ts ............

1 9 7 7

$ 2 ,3 2 5 ,8 2 7

1 ,4 0 2 ,3 0 3
$ 3 ,7 2 8 ,1 3 0

1 9 7 7

$ 4 7 ,4 6 4 ,0 0 0
4 5 ,3 7 9 ,0 0 0

1 9 7 6

$ 2 ,0 2 4 ,5 1 5

1 ,2 7 9 ,7 8 3
$ 3 ,3 0 4 ,2 9 8

UNITED FOODS, INC. (FEB)

1 9 7 7  1 9 7 6

Other:
Property and equipm ent, held 

fo r  disposal, at estim ated
rea lizable  v a lu e .........................  $  6 6 1 ,1 0 2  $ 2 ,0 3 4 ,4 7 5

Notes receivab le , less current
m a turities ....................................... 2 5 7 ,1 2 3  1 2 1 ,4 5 0

Due from  rela ted parties (N ote
2 ) ......................................................  5 4 0 ,9 4 0  5 6 4 ,0 9 2

D eferred  c o s ts ...................................  3 4 8 ,9 5 0  4 1 9 ,8 7 9
Excess of cost over underlying

equity in assets purchased.. 2 6 6 ,8 4 1  3 4 4 ,3 0 2
Total O ther A ss ets ............ $ 2 ,0 7 4 ,9 5 6  $ 3 ,4 8 4 ,1 9 8

Note 2: Due From Related Parties— T h e  am o u n ts  d u e  from  
re la ted  p arties  a re  s u m m a rize d  as  follow s:
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February 28 or 29,
1977 1976

Notes receivable from officer and 
stockholders, less current
maturities......................................

Account receivable— William Inglis 
& Sons Baking Co. (WIBCO)....  

Revolving fund certificates due from 
Agricultural Services Associa­
tion, Inc. (ASA)...........................

Accounts receivable— ASA..............
Certificates of membership— ASA..

$299,068

203,000
38,852

20
$540,940

$ 80,679 

230,393

253,000

20
$564,092

The notes receivable from officer and stockholders (John 
Inglis, an officer and stockholder and Weston Inglis, a stock­
holder) reflects the non-current balance of a note dated April 
30, 1976, in the original amount of $315,331 consisting of the 
unpaid balance plus interest on the note receivable from 
them and the account receivable from William Inglis & Sons 
Baking Co.

The notes are due in semi-monthly installments which 
began May 1 5 , 1976, and bear interest at 120% of prime rate 
plus ¼ % (currently 7.8%). Each installment is an amount 
equal to the lesser of $1,500 or 25% of the aggregate gross 
salaries of John and Weston Inglis and is being withheld from 
their salaries. In addition to the semi-monthly installments, 
each has also assigned to the company 100% of any and all 
bonuses, after withholding taxes. Such bonuses are to be 
applied to principal at the time they would other wise become 
payable by the company.

As additional collateral John and Weston Inglis transferred 
and assigned life insurance policies of $100,000 each to the 
company.

Subsidiaries of the company have made advances to and 
investments in Agricultural Services Association, Inc. (ASA), 
Bells, Tennessee, a member-owned cooperative, with over
2,000 memberships, of which two were held by subsidiaries 
of the company at February 28, 1977.

The revolving fund certificates, transferable only on the 
books of the association, are non-interest bearing, retirable 
numerically in the order of issuance at the discretion of the 
board of directors of the association and are subordinate to 
all other debts of the association.

Subsidiaries of the company incurred the following 
amounts for raw product purchases, transportation charges 
and other items from the association:

Year ended 
February 28 or 29,

1977 1976
Raw product purchases...................  $3,792,624 $5,870,502
Transportation charges..................  2,577,483 2,481,572
Other items.........................................  5,357 35,309
Totals .................................................  $6,375,464 $8,387,383

INTANGIBLE ASSETS

APB Opinion No. 17, as amended by APB Opinion No. 30, 
sets forth requirements as to accounting for intangible as­
sets. Opinion 17 stipulates that all intangible assets acquired 
after October 31, 1970 or recognized in business combina­
tions initiated after October 31, 1970 be amortized over a 
period not to exceed 40 years and that “ financial statements 
should disclose the method and period of amortization.”

Table 2-17, which summarizes intangible assets by type 
and by accounting treatment, shows the prevalance of good­
will recognized in a business combination. Table 2-17 
excludes certain assets often considered to be intangible 
which were presented with land or depreciable assets.

Goodwill

BRISTOL-MYERS COMPANY (DEC)

1977 1976
Excess of cost over net tangible as­

sets received in business acqui­
sitions............................................  $71,769,000 $70,954,000

NOTES TO CONSOLiDATED FiNANCiAL STATE­
MENTS

Note 1 (in part): Accounting Policies
Excess of Cost over Net Tangible Assets—The excess of 

cost over net tangible assets received in business acquisi­
tions subsequent to October 3 1 , 1970 is being amortized on a 
straight-line basis, over forty years, in compliance with Opin­
ion No. 17 of the Accounting Principles Board. The manage­
ment of the company believes that the underlying value of 
excess cost over net tangible assets received in business 
acquisitions has not diminished and therefore does not amor­
tize that recorded prior to October 3 1 ,  1970.

CENTRAL SOYA COMPANY, INC. (AUG)

Total current assets.........................
Property, plant and equipment— net 
Cost in excess of net assets of sub­

sidiaries .......................................
Other assets.......................................

STATEMENT OF ACCOUNTING POLICIES
Cost in excess of net assets of subsidiaries—Cost in ex­

cess of the net assets of purchased subsidiaries is amortized, 
on a straight line basis, over periods ranging from 15 to 20 
years. Accumulated amortization totaled $2.6 million at Au­
gust 31, 1977 ($2.0 million at August 31, 1976).

1977 1976
($000)

$306,048 $301,725
146,036 125,873

12,630 1,821
3,966 2,425

$468,680 $431,844
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TABLE 2-17: INTANGIBLE ASSET VALUATION

1977 1976 1975 1974
Assets Being Amortized
Goodwill recognized in a 

business combination....  
Goodwill— source not

255 222 234 235

indicated ......................... 33 31 27 27
Patents, patent rights..........
Trademarks, brand names,

45 60 75 78

copyrights ......................
Licenses, franchises,

20 28 21 21

memberships ................. 20 20 22 22
Other— described ................
Intangible assets (not other-

25 38 21 21

wise described).............. 12 19 31 29
Total Disclosures................... 410 418 431 433

Assets Not Being Amortized
Goodwill recognized in a 

business combination.... 
Goodwill— source not

160 156 162 168

indicated .........................
Trademarks, brand names.

15 18 20 19

copyrights ...................... 7 10 10 10
Other— described ................
Intangible assets (not other-

4 10 8 4

wise described).............. 1 2 11 11
Total Disclosures................... 187 196 211 212

Other Bases
Nominal value........................ 5 12 26 26
Basis not determinable........ 13 33 30 32
Total Disclosures................... 18 45 56 58

FMC CORPORATION (DEC)

1977 1976
($000)

Intangibles of companies acquired................. $3$38,538 $34,886

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Principal accounting policies 
Intangibles of companies acquired. Intangibles represent 

the difference between the consideration paid for companies 
acquired in purchase transactions and the net assets of such 
companies. Intangibles acquired since October 31, 1970 are 
being amortized on a straight-line basis over periods not ex­
ceeding 20 years; intangibles acquired before that date 
($32,998,000 at December 31, 1977) are not being amor­
tized, as management believes that there has been no di­
minution of value.

1977 1976
($000)

Current Assets................................... $1,568,543 $1,252,483
Land, Buildings, Equipment, at cost,

less accumulated depreciation .. 717,424 693,197
Long-Term Receivables and Sundry

Assets........................................... 30,060 27,899
Goodwill, less accumulated amorti­

zation of $15,746 in 1977 and
$5,383 in 1976 ..........   28,990 39,353

Total ................................ $2,345,017 $2,012,932

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Goodwin—Goodwill represents the excess of cost over the 

fair value of net tangible assets of acquired business, and all 
goodwill is being amortized by the straight-line method over 
periods not to exceed 40 years.

GENERAL FOODS CORPORATION (MAR)

LYNNWEAR CORPORATION (NOV)

1977 1976
Total current assets.........................
Property and equipment— at cost

$13,622,000 $14,228,000

less accumulated depreciation.. 
Goodwill— at cost less accumulated 

amortization of $333,000 and

648,000 570,000

$276,000 ....................................
Investment in 50%  owned

3,580,000 3,810,000

company— at equity................... — 212,000
Other assets....................................... 751,000 561,000

$18,601,000 $19,381,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Goodwill—The excess of investment cost over fair value of 

the net assets of purchased businesses has been capitalized 
as an intangible. Goodwill of $1,198,000 incurred in connec­
tion with acquisitions prior to October 31, 1970 represents an 
asset of continuing value and no periodic amortization is an­
ticipated. Goodwill resulting from a 1972 acquisition is being 
amortized by the straight-line method over 40 years.

As a result of its program of continually evaluating the utility 
of goodwill, the Company determined that $155,000, repre­
senting the remaining unamortized goodwill incurred in the 
acquistion of Premier Fabrics, Inc., whose operations have 
become unprofitable, should be charged to operations in fis­
cal 1977.
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M ILTO N ROY C O M PAN Y (DEC) TR IA N G LE INDUSTRIES, INC. (DEC)

1977 1976 1977 1976
Notes receivable................................ $396,118 $779,993 Other Assets
Other assets....................................... 351,017 318,657 Receivables due after one year,
Goodwill, less accumulated amorti­

zation of $ 2 0 8 ,32 2  and
less allowance for doubtful 
accounts (1977—

$128,527 .................................... 816,746 896,541 $296,000; 1976—
$114,000) ............................ $ 223,000 $2,091,000

S U M M A R Y  O F S IG N IF IC A N T A C CO UNTING Excess of cost over tangible
POLICIES value of businesses acquired 2,380,000 2,206,000

Amortization of goodwill: Costs of investments in purch­
ased companies in excess of the underlying fair value of net 
assets at dates of acquisition are recorded as goodwill and 
amortized over 6 to 40 years on a straight-line basis.

PHILIP A. HU NT C H EM IC AL C O R PO R ATIO N  (DEC)

1977 1976
Other Assets

Excess of cost over net assets of 
subsidiaries purchased........

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
Amortization of Intangibles— The excess of cost over tan­

gible value of businesses acquired, arising from acquisitions 
accounted for as purchases prior to October 31, 1970, is not 
being amortized since there is no present indication of any 
impairment in the value of these intangibles. The excess of 
cost over tangible value of businesses acquired during 1977 
is being amortized on a straight-line basis over their esti­
mated lives, but not in excess of ten years. Other intangibles 
are amortized over their estimated useful lives.

$1,440,969 $1,469,237

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Consolidation— The consolidated financial statements in­

clude the accounts of the Company and its subsidiaries, all of 
which are wholly-owned. Significant intercompany accounts 
and transactions have been eliminated in consolidation.

The excess cost of a subsidiary purchased in January 
1972 over the fair value of net assets acquired is being amor­
tized on a straight-line basis over a thirty year period from 
date of acquisition. Similar excess costs for other companies 
acquired prior to 1970 are not being amortized as there is no 
present indication that the intangible assets have determina­
ble lives, and, in management’s opinion, there has been no 
decline in original value.

SC O V ILL M AN U FAC TU R IN G  C O M PAN Y (DEC)

1977 1976
Excess of cost over net tangible as­

sets of businesses purchased... $19,809,000 $19,876,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): A summary of significant accounting 
policies follows:

Intangibles— Excess of cost over net tangible assets of 
businesses purchased prior to November 1, 1970 
($17,433,000 at December 25, 1977 and December 26, 
1976) is not being amortized. The amounts (1977—  
$2,376,000; 1976— $2,443,000) arising from acquisitions 
after October, 1970 are amortized on a straight-line basis 
over a 40-year period.

Patents

BEN TLEY LABO RATO R IES, INC. (NOV)

1977 1976
Other Assets:

Patents and patent rights (less 
accumulated amortization of 
$ 3 2 5 ,0 0 0  in 1977 and
$285,000 in 1976) (Note 1) $ 197,000 $ 204,000

Excess of cost over carrying 
value of net assets acquired 
(less accumulated amortiza­
tion of $140,000 in 1977 
and $1 13 ,000  in 1976)
(Note 1 ) .................................  616,000 674,000

Miscellaneous ............................  208,000 376,000
Total other assets.......... $1,021,000 $1,254,000

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

Patents and Patent Rights— The cost of patents, patent 
rights, and a license agreement are amortized over the esti­
mated useful lives of the assets, generally ten years, on a 
straight-line basis.

DANIEL INDUSTRIES, INC. (SEP)

1977 1976
Total current assets.........................  $40,295,109 $32,291,248
Property, plant and equipment, at 

cost, less accumulated deprecia­
tion.................................................  21,943,947 14,762,083

Intangible assets................................ 1,626,505 —
Other assets.......................................  104,163 167,480

$63,969,724 $47,220,811
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Intangible assets are amortized over their estimated useful 
lives using the straight-line method.

Note 6: Intangible Assets— Intangible assets included in 
the acquisition described in Note 2 comprised the following at 
September 30, 1977:

Patents are being amortized over an average life of approx­
imately 13 years. Patent amortization was $.7 million in 1977 
and $.1 million in 1976. The excess of cost over net assets for 
acquisitions prior to October 31, 1970 (approximately $18.1 
million) is not being amortized. Amortization of excess of cost 
over net assets for acquisitions after October 31, 1970 was 
$2.3 million in 1977 and $2.5 million in 1976.

ESMARK, INC. (OCT)
Estimated

Acquisition Useful Life 1977 1976
Cost in Years ($000)

Patents .............................................. $ 971,145 10 Working capital................................. $ 468,776 $ 369,230
License agreements........................... 534,131 10 Investments and other assets.......... 57,815 68,684
Engineering drawings........................ 147,629 10 Property and operating facilities ... 759,850 736,527

1,652,905 Patents and trademarks................... 48,693 51,933
Less accumulated amortization...... 26,400 Excess of cost over net assets of

$1,626,505 purchased businesses................ 29,229 28,541
Total assets less current

liabilities..................... $1,364,363 $1,254,915
DRESSER INDUSTRIES, INC.  (OCT)

Investments and Other Assets 
Investments in unconsolidated 

subsidiaries and 
affiliates— Notes A and B... 

Intangible assets of businesses
acquired— Note G ................

Long-term receivables and in­
vestments ..............................

Common shares of the Company 
held for deferred 
compensation-— at cost—
Note K ....................................

Other assets.................................
Total Investments and 

Other Assets.............

1977
(Millions)

$ 46.1 

58.1 

32.5

4.0
17.5

$158.2

1976

$ 49.2  

25.1 

22.8

4.2
17.6

$118.9

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Intangible assets—The excess of cost over net assets of 
businesses acquired after October 31, 1970 is amortized on 
a straight line basis over the estimated period benefited, not 
to exceed 40 years. The excess of cost over net assets of 
businesses acquired prior to October 31, 1970 will not be 
amortized unless it should develop that such intangible as­
sets have a limited or readily determinable useful life.

The costs of patents acquired in connection with business 
acquisitions are amortized on a straight-line basis over the 
remaining economic life of the respective patents, but in no 
event longer than the remaining legal life.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note G—Intangible Assets of Businesses Acquired— 
Intangible assets of businesses acquired at October 3 1 , 1977 
consist principally of the acquisition costs allocated to patents 
of $31.2 million ($30 million acquired in 1977—see Note D) 
and the excess of cost over net assets at date of acquisition 
of $20.9 million.

FINANCIAL COMMENTS
Intangible assets— Patents and trademarks, primarily ac­

quired in the purchase of Playtex, are being amortized on the 
straight line method over their expected useful lives but not in 
excess of forty years.

The excess of cost over net assets of businesses pur­
chased subsequent to 1971 ($9.7 million at October 29, 
1977) is being amortized using the straight line method over 
forty years. The remainder of such excess cost is not re­
quired to be amortized.

MULTI-AMP CORPORATION (APR)

1977 1976
Total current assets.........................  $55,593,637 $64,080,155
Fixed assets at cost:

Land and building........................ 1,485,456 2,556,814
Machinery and equipment........  6,903,030 5,791,061
Tools and dies............................. 2,392,976 1,808,930
Leasehold improvements...........  2 ,249,217 2,033,495

13,030,679 12,190,300
Less: Accumulated deprecia­

tion and amortization
(Note 4 ) ...........................  5,608,874 3,439,141

7,421,805 8,751,159
Patent and trademarks, net of ac­

cumulated amortization of 
$ 1 ,1 9 7 ,4 8 8  and $ 2 3 7 ,45 9
(Note 6 c )......................................  4 ,183,603 4,670,024

Other assets.......................................  1,881,323 2,370,745
Total Assets..................... $69,080,368 $79,872,083

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies
Patent and Trademarks— Patents and trademarks, includ­

ing related legal fees, are stated at cost less accumulated 
amortization, and are being amortized over their estimated 
lives.
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Note 6 (in part): Long Term Debt
(c) As of January 1, 1976, the Company, which had been a 

defendant in a patent infringement lawsuit, acquired through 
a new wholly-owned subsidiary organized for this purpose, 
one of the primary patents involved in the manufacture of FM 
stereo radio receivers together with most of the licenses 
theretofore granted thereunder. The purchase price of the 
patent, which expires February 25, 1981, was $4,430,000. 
The purchase price is to be paid principally from the license 
fee income received from licensees. The Company has 
guaranteed payment of $1,500,000 of the purchase price to 
be paid to the seller according to a five year payment 
schedule. As security for the obligation, the seller received a 
security interest in the patent and licenses. The agreement 
also provides that upon default in payment or the occurrence 
of certain events, the patent is to revert to the seller. Income 
received under the patent and turned over to the seller 
through March 31, 1977 was $1,232,402 leaving a balance 
guaranteed by the Company of $267,598. The patent cost 
and expenses, including legal fees amounting to $477,000, is 
being amortized over the remaining life of the patent.

WHITTAKER CORPORATION (OCT)

1977 1976
($000)

Other Assets
Goodwill, net of amortization..........
Notes receivable— non current

$34,149 $33,095

(with interest rates ranging from 
6%  to 1 1% )............................... 24,418 23,721

Deferred income tax benefits......... 7,671 5,975
Patents, net of amortization........... 2,254 3,181

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Significant Financial State­
ments

Intangibles: Goodwill resulting from acquisitions made 
prior to November 1, 1970 is not amortized unless, in the 
opinion of management, it has diminished in value. Goodwill 
arising from acquisitions subsequent to October 31, 1970 is 
amortized using the straight-line method over 40 years in 
accordance with Accounting Principles Board Opinion No. 
17.

Patents are amortized using the straight-line method over 
the lesser of economic or legal life.

Franchise Costs

MCDONALD’S CORPORATION (DEC)

1977 1976
($ 000)

Intangible assets, n e t ......................  $42,668 $33,370

FINANCIAL COMMENTS
Summary of significant accounting policies (in part): 
Franchise and operating rights—Costs applicable to the 

underlying rights to the McDonald’s System acquired by the

Company in 1961 are not being amortized. The costs allo­
cated to unlimited term franchise rights reacquired after Oc­
tober 1970 are being amortized on the straight line method 
over 40 years. The costs allocated to such rights reacquired 
prior to November 1970 are not being amortized. The costs 
allocated to limited term franchise rights reacquired from 
licensees are being amortized on the straight line method 
over their estimated lives.

Intangible assets— In 1961, the Company acquired the 
underlying rights (previously covered by a 99-year franchise 
agreement) to the McDonald’s System, trademarks and 
tradenames. Remaining costs of these rights, after applica­
tion of credits in prior years from sales of certain exclusive 
foreign territorial rights, amounted to $1,839,000 at De­
cember 31, 1977 and 1976.

The Company has reacquired certain unlimited term ter­
ritorial franchise and operating rights. The unamortized cost 
of these rights amounted to $14,701,000 and $14,285,000 at 
December 31, 1977 and 1976, respectively, of which 
$11,760,000 is not being amortized.

The Company and its subsidiaries have also reacquired 
limited term franchise rights in conjunction with the purchase 
of businesses operating McDonald’s restaurants under lim­
ited term license agreements. The unamortized costs of such 
rights totaled $25,468,000 and $16,606,000 at December 31, 
1977 and 1976, respectively.

PUROLATOR, INC. (DEC)

Intangible assets (note 7 ) ..............
Less accumulated amortization 

Net intangible assets..........

1977 1976
$16,685,521 $18,782,174

1,614,333 1,758,321
$15,071,188 $17,023,853

Note 7: Intangible Assets- 
following:

-Intangible assets consist of the

December 31 1977
Excess of cost over underlying value 

of net assets of companies ac­
quired............................................  $13,029,985

Franchise costs and other intangi­
bles ...............................................  3,655,536

$16,685,521

1976

$14,958,445

3,823,729
$18,782,174

The excess of cost over the underlying value of the net 
assets of companies acquired prior to November 1, 1970 is 
not being amortized as, in the opinion of management, there 
has been no diminution in the value of the investments. The 
excess of cost over the underlying value of the net assets of 
companies acquired after October 31, 1970 is being amor­
tized on a straight-line basis over its estimated life, not ex­
ceeding forty years, in accordance with accounting principles 
related to acquisitions subsequent to such date.

Franchise costs and other intangibles are being amortized 
on a straight-line basis over their estimated lives.

At December 31, 1977, approximately $6,990,000 of the 
excess of cost over the underlying value of net assets of 
companies acquired is being amortized.
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License TABLE 2-18: OTHER NONCURRENT ASSETS

MICROFORM DATA SYSTEMS, INC. (JUL) N um ber of Companies
1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4

1 9 7 7 1 9 7 6 Segregated cash or
Intangibles securities ........................... 5 8 6 3 77 6 6

S oftw are license, less am ortiza­
tio n  ( 1 9 7 7 — $ 9 2 , 1 0 3 ;

D eferred income fo x e s ..........
P roperty held fo r s a le ............

31
3 0

3 0
3 3

41
3 4

3 9
31

1 9 7 6 — $ 1 8 ,1 6 8 )— Note B . $  6 4 6 ,9 3 1  $ 7 2 0 ,8 6 6 Debt e x p e n s e ............................. 2 2 3 0 4 8 4 9
G o o d w ill ,  less a m o r t iz a t io n Cash surrender value of life

( 1 9 7 7 — $ 1 3 5 , 6 3 6 ; insurance ............................. 2 0 2 3 2 7 26
1 9 7 6 — $ 8 7 , 7 6 4 ) ..................... 3 4 3 ,0 5 3 3 9 0 ,9 2 5 Prepaid e x p en ses ..................... 16 2 8 4 4 4 4

Patents and other intangibles, Assets leased to o th e rs ........ 13 14 2 4 N/C
less am ortiza tion  (1 9 7 7 — Start up c o s ts ............................. 9 5 10 18
$ 7 5 8 , 4 1 7 ;  1 9 7 6 — Employee b e n e f its .................... 8 8 10 13
$ 6 7 3 , 4 1 7 ) ................................... 9 2 ,0 8 3 1 7 7 ,0 8 3 O ther id e n tifie d  noncurret

$ 1 ,0 8 2 ,0 6 7  $ 1 ,2 8 8 ,8 7 4 assets ..................................... 3 5 3 9 5 6 3 0
D efe rred  c h arg es  o r O ther

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

N o n curren t a s se ts — not 
described ............................. 4 8 7 511 5 5 5 5 6 0

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

Intangibles— Intangibles are being amortized by the 
straight-line method over a ten-year period.

Note B: Acquisition— Effective April 15, 1976, the Com­
pany acquired certain assets and a twenty-year software 
license relating to a clinical laboratory data processing sys­
tem product line for cash and a short-term note aggregating 
$1,050,000 and 100,000 shares of Common Stock (fair mar­
ket value $250,000). The purchase price was allocated to the 
tangible assets based on fair market values. The excess of 
the purchase price over the fair market value of the tangible 
assets ($739,000) was allocated to the software license. The 
amount allocated to the software license is being amortized 
over ten years. The agreement also required the Company to 
pay a royalty based on the subsequent sales or leases of the 
system for a three-year period. The royalty provision of the 
agreement was amended in 1977 and the Company prepaid 
a $150,000 royalty to cover all sales and leases of the system 
subsequent to April 15, 1977.

Leasehold Rights

THE RATH PACKING COMPANY (OCT)

N/C —  Not Compiled.

OTHER NONCURRENT ASSET CAPTIONS

Table 2-18 summarizes the nature of accounts (other than 
property, investments, noncurrent receivables, and intangible 
assets) identified as noncurrent assets on the balance sheets 
of the survey companies. Effective for fiscal periods begin­
ning on or after January 1, 1975, Statement of Financial Ac­
counting Standards No. 2, issued in October 1974 by the 
Financial Accounting Standards Board, stipulates that re­
search and development costs be charged to expense when 
incurred. Excluded from the above mentioned requirement 
are costs of research and development activities conducted 
for others under a contractual arrangement.

Examples of other noncurrent assets follow.

O ther Assets:
Leasehold rights and other intangi­

b le asse ts  less ac cu m u la te d  
a m o r t iz a t io n :  1 9 7 7 —
$ 2 6 8 ,0 0 0 ,  1 9 7 6 — $ 1 7 6 ,0 0 0
(N ote 1 ) ................................................

M iscellaneous noncurrent a s s e ts . . .

1 9 7 7

$ 1 ,6 7 9 ,0 0 0
8 2 ,0 0 0

$ 1 ,7 7 1 ,0 0 0

1 9 7 6

$ 1 ,7 7 1 ,0 0 0
202,000

$ 1 ,9 7 3 ,0 0 0

Note 1 (in part): Accounting Policies—
Leasehold Rights and Other Intangible Assets—With 

minor exceptions, the costs of leasehold rights and other in­
tangible assets are being amortized on a straight-line basis 
over 25 years, which is the term (including optional renewal 
periods) of the related lease.
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Segregated Funds

ASARCO INCORPORATED (DEC)

1 9 7 7
($ 0 0 0 )

1 9 7 6

Property:
Buildings and equip­

m ent ......................... $ 8 3 9 ,9 3 5 $ 7 9 4 ,7 5 3
M in era l la n d ................ 1 2 3 ,5 2 1 1 4 6 ,1 6 4
Land, other than min­

eral ........................... 3 0 ,3 3 6 2 8 ,2 7 7
Automobiles ................ 3 ,4 2 4 3 ,1 4 5

Total P ro p e rty ... .  
Less: A c c u m u la te d

9 9 7 ,2 1 6 9 7 2 ,3 3 9

depreciation  and 
depletion.................. 3 4 3 ,6 7 9 3 2 6 ,4 0 9
N et P ro p e rty ........ 6 5 3 ,5 3 7 6 4 5 ,9 3 0

B o rro w e d  Funds Es­
crow ed for Construc­
tion (note 5 ) ................. 4 1 ,0 9 2 6 9 ,5 2 5

Other A s s e ts ....................... 2 2 ,1 7 2 2 6 ,0 0 3

THE DOW CHEMICAL COMPANY (DEC)

1 9 7 7  1 9 7 6
Plant P roperties .........................................$ 6 ,9 8 5 ,2 1 0 ,2 4 4  $ 5 ,9 8 7 ,2 7 8 ,5 0 0
Less— Accumulated depreciation . . .  2 ,7 8 5 ,6 7 1 ,3 0 1  2 ,4 3 3 ,3 5 8 ,3 7 6

Unexpended Pollution Control Funds
Goodwill ......................................................
D eferred Charges and O ther Assets

4 ,1 1 9 ,5 3 8 ,9 4 3
3 8 ,8 6 7 ,3 4 9
8 3 ,4 7 8 ,7 9 8
8 5 ,8 3 8 ,9 4 5

3 ,5 5 3 ,9 2 0 ,1 2 4
6 7 ,5 0 3 ,4 0 6
8 3 ,5 8 8 ,8 8 7
8 1 ,4 9 3 ,6 6 3

Note 5 (in part): Long-Term Debt and Available Credit 
Facilities (in millions)

NOTES TO FINANCIAL STATEMENTS
Note F: Unexpended Pollution Control Funds— Proceeds 

from the sale of pollution control bonds by various local 
municipalities have been deposited with trustees pending 
reimbursement to the Company for qualified expenditures. 
These funds are restricted to the use for which they were 
intended. The unpaid liability is included in long-term debt 
(See Note G).

STANADYNE, INC. (DEC)

O b lig a tio n s  under N ueces  
River Authority (Texas) 
7 ⅜ %  Environmental Im­
p ro v e m e n t R e v e n u e  
B onds, S eries  1 9 7 6 -A  
and B (authorized $ 5 5 .0 )  
due 2 0 0 6 .  P a y a b le  in 
a n n u a l in s ta llm e n ts  
commencing in 1991 of 
$ 0 .8 ;  $ 1 .3 — 1 9 9 2 /9 4 ;  
$ 1 . 5 — 1 9 9 5 /9 8 ;  
$ 2 . 0 — 1 9 9 9 /2 0 0 2 ;  
$ 2 . 5 — 2 0 0 3 /4 ;
$ 3 . 5 — 2 0 0 5  w ith  b a l­
ance payable at m atur­
ity . (b).......................................

Obligations under Lewis and 
Clark County (M o ntana) 
6 ¾ %  Pollution Control 
Bonds 1 9 7 6  Series (au­
th o r iz e d  $ 3 7 . 0 )  due  
2 0 0 6 . Payable in annual 
in s ta llm e n ts  o f $ 0 . 6  
co m m e n cin g  in 1 9 9 2  
through 2 0 0 5  w ith  bal­
ance payable at m atur­
ity . (b).......................................

1 9 7 7 1 9 7 6
1 9 7 7 1 9 7 6 (In Thousands)

Due
W ithin

One
Y ear

Due
W ithin

One
Year

Property , Plant and Equipment
Long-
Term

Amount

Long-
Term

Amount

Land ................................................................ $  9 4 9 $  7 6 6
Buildings and land im provem ents ... 3 0 ,1 5 0 2 8 ,6 5 8
M achinery and e q u ip m e n t.................. 7 7 ,5 9 3 6 7 ,1 1 8
Capitalized lease fac ilities ................... 3 ,5 9 6 1 ,4 5 1

1 1 2 ,2 8 8 9 7 ,9 9 3
Less accumulated depreciation .......... 5 8 ,3 3 3 5 6 ,1 3 9

Net P roperty , Plant and Equip­
ment ................................................. 5 3 ,9 5 5 4 1 ,8 5 4

Unexpended Plant and Equipment
Funds ...................................................... 1 ,2 5 4

5 5 .0 5 5 .0

3 7 .0 3 7 .0

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5 (in part): Debt— In June 1977 the Company entered 
into a noncancellable lease agreement with Onslow County, 
North Carolina Industrial Facilities and Pollution Control 
Financing Authority for property, plant and equipment in 
Jacksonville, North Carolina. The transaction has been ac­
counted for as a capital lease and accordingly the principal 
amount of the related bonds ($4,000,000) issued by the Au­
thority are included in the Company’s long-term debt in 1977. 
As of December 31, 1977, $2,746,000 of the proceeds from 
issuance of the bonds had been used for the acquisition or 
construction of the facilities. The remaining portion of the 
funds are on deposit with a trustee for additional plant and 
equipment which may be purchased under the terms of the 
agreement. Unexpended amounts, if any, remaining at the 
completion of the project will be refunded to the Authority as a 
reduction of the principal amount of the debt outstanding.

(b)Proceeds from  these borrowings have been committed to construc­
tion a t the Company's El Paso, East Helena and Corpus Christi plants. At 
Decem ber 3 1 , 1 9 7 7 , $ 5 3 ,4 7 0 ,0 0 0  had been expended from  these 
funds. Remaining funds are included in the caption "B orrow ed funds 
escrowed fo r construction."
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Deferred Income Taxes

NCR CORPORATION (DEC)

1 9 7 7 1 9 7 6
($ 0 0 0 )

P roperty , plant and equipm ent
Land.......................................................... $  2 5 ,0 0 3 $ 2 5 ,0 9 8
B uildings................................................ 2 5 2 ,3 2 5 2 3 9 ,8 7 3
M ach inery  and e q u ip m e n t.......... 4 8 6 ,7 6 6 4 8 6 ,2 6 5

7 6 4 ,0 9 4 7 5 1 ,2 3 6
Less: Accumulated depreciation 3 8 4 ,5 8 1 3 7 3 ,8 4 4

3 7 9 ,5 1 3 3 7 7 ,3 9 2
D eferred  income taxes and future

income ta x  b e n e f its ....................... 4 3 ,4 3 8 5 4 ,0 7 5
O ther assets................................................ 7 7 ,0 9 1 5 9 ,5 0 6

Note 3 (in part): Income Taxes—Certain revenue and ex­
pense items in the Statement of Consolidated Results of Op­
erations are recorded in a year different from the year in 
which they are recorded for income tax purposes. Thus, sev­
eral significant differences exist between financial statement 
income and taxable income. In years prior to 1973, these 
differences resulted in financial statement loss carryforwards. 
Accordingly, anticipating that NCR would be profitable in fu­
ture years and that the charges which resulted in the financial 
statement loss carryforwards would reduce future taxable in­
come, NCR recorded anticipated future income tax benefits. 
NCR has not incurred net operating losses for income tax 
purposes and, therefore, does not have tax loss carrybacks 
or carryforwards under definitions of the Internal Revenue 
Code.

The amount of United States income generated since 1972 
has enabled NCR to realize large amounts of the anticipated 
future income tax benefits: the remaining balance at De­
cember 31, 1977, totals $17,191,000 ($54,075,000 at De­
cember 31, 1976). Large recurring timing differences, how­
ever, have resulted in continued significant cumulative differ­
ences between financial statement income and taxable in­
come. The tax effects of these recurring timing differences 
are reflected in the Statement of Consolidated Financial Posi­
tion in “ Deferred income taxes” (current), and “ Deferred in­
come taxes and future income tax benefits” (non-current).

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): Summary of Significant Accounting 
Policies.

Provision For Income Taxes: The Company provides for 
deferred income tax charges and credits resulting from timing 
differences in reporting income and expenses for financial 
purposes compared to the methods of reporting for income 
tax purposes. These timing differences arise primarily from 
the capitalization for financial statement purposes of leases 
considered capital and from the use, for tax purposes, of 
accelerated depreciation. Current U.S. taxes are reduced for 
investment tax credits in the year in which they arise.

WHITTAKER CORPORATION (OCT)

O ther Assets
G oodw ill, net of am o rtiza tio n ............
N o tes  r e c e iv a b le — non c u rre n t  

(w ith  in terest rates ranging from
6 %  to 1 1 % ) .......................................

D eferred income ta x  benefits (N ote  
9 ) .........................................

Note 9 (in Part): Income Taxes— Deferred income tax ben­
efits result from differences in the timing of revenue and ex­
pense recognition for tax purposes and financial reporting 
purposes. The realization of these deferred income tax ben­
efits is dependent upon obtaining sufficient future taxable 
income, which, in the opinion of management, appears to be 
assured beyond any reasonable doubt.

The Consolidated Financial Statements do not reflect sig­
nificant contingent tax benefits associated with certain tax 
credits arising out of Whittaker’s operations, since realization 
of such benefits is uncertain. If and to the extent such uncer­
tainities are resolved in Whittaker’s favor, the benefits will be 
reflected in the Consolidated Financial Statements at the 
time of resolution.

Property Held for Sale

AMERICAN BILTRITE INC. (DEC)

1 9 7 7
($ 0 0 0 )

1 9 7 6

$ 3 4 ,1 4 9 $ 3 3 ,0 9 5

2 4 ,4 1 8 2 3 ,7 2 1

7 ,6 7 1 5 ,9 7 5

SAFEWAY STORES, INCORPORATED (DEC)

1 9 7 7  1 9 7 6
O ther assets:
Licenses, notes receivable and in­

vestm ents ............................................. $ 2 5 ,7 3 5 ,0 0 0  $ 2 4 ,5 7 2 ,0 0 0
D eferred  income ta x  ch arges..........  3 ,5 3 4 ,0 0 0  6 ,6 2 4 ,0 0 0
Excess of cost of investm ent in sub­

sidiaries over net assets at date  
of acquisition, net of am ortiza­
tio n ............................................................  2 ,6 1 3 ,0 0 0  2 ,8 3 1 ,0 0 0

$ 3 1 ,8 8 2 ,0 0 0  $ 3 4 ,0 2 7 ,0 0 0

Other Assets
Equity investments in and ad­

v a n c e s  to  a f f i l ia te d  
companies— Notes A and C.

Deposits and other assets............
Land, buildings and equipm ent 

held fo r sale a t estim ated  
rea lizab le  value— Note G . . .

1 9 7 7

$ 4 ,6 7 9 ,7 3 8
7 2 5 ,4 8 6

2 ,3 5 0 ,0 0 0
$ 7 ,7 5 5 ,2 2 4

1 9 7 6

$ 4 ,5 7 4 ,4 5 8
1 ,5 0 8 ,2 1 7

$ 6 ,0 8 2 ,6 7 5

Note G: Plant Shutdown and Rearrangement Expenses— 
In the fourth quarter of 1977, the Company developed a plan 
which provides for the shutdown of certain plants, the reloca­
tion and rearrangement of other productive facilities and the 
elimination of various product lines. The total estimated cost 
associated with these actions has been provided in 1977 and

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS
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is summarized as follows;

Loss on disposition of inventories and
collection of accounts receivable..............................  $1,838,000

Liability for unfunded vested pension
benefits related to plant shutdown...........................  1,100,000

Reduction in the carrying amount of land, 
buildings and equipment to estimated
realizable value............................................................  950,000

Other estimated expenses..............................................  2,699,000
$6,587,000

The Company has received approval from the Pension 
Benefit Guarantee Corporation to continue to fund the pen­
sion liability as it has on an historical basis. Other estimated 
expenses include provisions for personnel severance pay, 
equipment dismantling and relocation expenses and the car­
rying costs of idle facilities which are being offered for sale.

FDI, INC. (APR)

SITKIN SMELTING & REFINING, INC. (JUN)

Property, Plant and Equipment Held 
For Investment or Disposal— net 
of accumulated depreciation of 
$233,074 and $331,771 (Notes 
A-3 and H )...................................

1977

$556,053

1976

$855,494

Note A (in Part): Summary of Significant Accounting 
Policies

(3) Property, Plant and Equipment Held For Investment or 
Disposal— Property, plant and equipment held for disposal is 
stated at the lower of its depreciated cost or net realizable 
value; no depreciation is being currently provided. Property, 
plant and equipment held for investment is stated at cost less 
accumulated depreciation. Related costs, including deprecia­
tion on assets held for investment, are expensed as incurred.

Other Assets:
1977 1976

Deferred charges........................
Cash surrender value of insur­

ance on lives of officers .. ..

$ 198,909 

128,379

$ 235,149  

111,579
Cost in excess of net assets of

acquired companies..............
Long-term accounts receivable

7,749,618 7,499,613

and other................................ 1,462,128 1,370,937
Total other assets................. $9,539,034 $9,217,278

GOLDBLATT BROS., INC. (JAN)

Cash Surrender Value of Life Insur­
ance (face amount $620,849) 
(Notes 1 & 2) and Other Invest­
ments ............................................

1978

$901,553

1977

$1,089,217

Note 1 (in part): Long-term debt, less current maturities, 
consists of the following:

January 28, January 29,

5%  and 6%  notes payable to insur­
ance companies, collateralized 
by cash surrender value of life

1978 1977

insurance...................................... $ 370,574 $ 501,951

Note 2: The Company has agreed with an officer that, upon 
his demise, it will, upon request, lend to the estate of such 
officer an amount not to exceed the face value ($520,849) of 
the life insurance policies owned by the Company on the life 
of such officer. This loan, if made, would be evidenced by a 
ten-year noninterest-bearing note collateralized by common 
shares of the Company or other marketable securities.

Cash Surrender Value of Life Insurance

THE AAV COMPANIES (FEB)

Non-current advances and receiva­
bles, less allowance for doubtful 
accounts of $51,000 in 1978
and $80,000 in 1977................ $

Deferred charges..............................
Cash surrender value of life insur­

ance (note G ) ..............................
Other non-current assets.................
Intangible assets (note B)................

1978

531,833
334,498

428,710
143,513

8,936,213

1977

$ 522,251 
332,477

380,987
158,237

9,388,838

Note G (in part): Notes Payable and Long-Term Debt—  
Land, buildings and certain equipment are pledged as secu­
rity for mortgage notes and capitalized leases. Life insurance 
policies with a cash value of $318,296 at February 28, 1978, 
are pledged as security for certain long-term debt.

Prepaid Expenses

FRANKLIN MINT CORPORATION (DEC)

1977 1976
Other Assets
Prepaid promotion costs, amortiza­

ble after one year......................  $32,173,000 $29,006,000
Accounts receivable due after one

year...............................................  7,579,000 8,827,000
Intangibles arising in acquisitions,

net of amortization..................... 2,814,000 2,902,000
Other....................................................  1,979,000 2,364,000

$44,545,000 $43,099,000

S U M M A R Y  O F S IG N IF IC A N T A C CO UNTING  
POLICIES

Sales Orders and Related Promotion Costs— The com­
pany’s principal method of selling its products is through di­
rect mail and newspaper or magazine advertisements. Ad­
vance payments from customers are received with the sales
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order on certain programs. Depending on the contractual 
agreement between the company and the customer, ship­
ments are made either as single mailings, as a series over a 
number of months, or as single mailings of the remaining 
medals in a series program. Sales and income are not recog­
nized until shipment is made. Printing and mailing costs of 
direct mail advertising, the cost of media advertisements and 
the cost of the collector albums or chests shipped to a cus­
tomer at the beginning of a series are deferred and charged 
against income over the shorter of the shipment period or fifty 
months. For programs where promotion costs are amortized 
over the shipment period, adjustments are made to the de­
ferred balances by additional charges to income whenever 
the company makes downward revisions to series fulfillment 
expectations. Costs incurred by company personnel in the 
development of sales programs, including salaries and 
wages, art work and other administrative expenses, are ex­
pensed in the period incurred.

provide for, among other things, more timely and equitable 
replacement of lens material.

In addition, management believes that the excessive dust 
levels referred to above resulted from local road construction 
activity adjacent to the soft lens facility and resultant dam­
ages are covered under its business interruption insurance 
policy. Accordingly, a claim, with attendant “proof of loss,” 
was filed with the Company’s insurance carrier. However, 
there is no certainty as to what amount, if any, will be recov­
ered.

Start-Up Costs

UNIFI, INC. (JUN)

MILTON ROY COMPANY (DEC)

1977 1976
Total current assets.........................  $30,338,133 $24,813,155
Investments in joint ventures, at

equity............................................  1,657,550 1,585,316
Prepaid royalties................................ 1,819,355 733,044

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 4: Prepaid royalties— The company’s wholly-owned 
subsidiary, Milton Roy Soft Contact Lens, Inc., manufactures 
and markets soft contact lenses under a license agreement 
utilizing the material supplied by the licensor. Pursuant to the 
license agreement, the Company pays the licensor a royalty 
on lens sales with a partial advance payment on receipt of the 
lens material. The license agreement further provides that all 
lens material rejected, spoiled or otherwise not resulting in 
the ultimate sale of finished lenses will be replaced by the 
licensor without charge. Advance royalty payments for lens 
material are charged to expense as the related lenses are 
sold.

Commencing in the second quarter of 1977, the Com­
pany’s production yields were significantly reduced due prin­
cipally to excess dust levels within the soft lens facility. Due to 
the abnormally high rejection rate in 1977, as well as start up 
problems experienced in 1976, additional quantities of lens 
material (in excess of current expected sales levels) were 
ordered with a corresponding increase in advance royalty 
payments. Accordingly, at December 31, 1977, advance roy­
alty payments of $1,819,355 ($733,044 at December 31, 
1976) for lens material not expected to be sold as finished 
lenses within the current operating cycle have been classified 
as non-current assets in the accompanying balance sheet.

Management is of the opinion that the production problems 
encountered in 1977 were non-recurring in nature and that 
present improved production yields compare favorably to ex­
pected results. Management further believes that the lens 
material will be sold as finished lenses and the prepaid royal­
ties will be fully realized over a three to four year period, and 
no losses will result therefrom. In order to accelerate the 
realization period of the prepaid royalty, management is 
presently renegotiating the terms of the license agreement to

1977 1976
$868,750 $993,750

250,041 332,470
254,565 193,243

Note Receivable..............
Deferred Start-up Costs 
Other Assets...................

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Deferred Start-Up Cost— Start-up costs are deferred and 

amortized to income over a sixty-month period after com­
mencement of income producing operations for the respec­
tive operations.

Tooling Costs

THE CESSNA AIRCRAFT COMPANY (SEP)

1977 1976
Property, plant and equipment— at 

cost
Land.............................................. $ 1,330,977 $ 1,319,995
Buildings and improvements .... 61,402,836 54,864,867
Machinery and equipment........ 75,048,348 69,146,950

137,782,161 125,331,812
Less accumulated depreciation

and amortization................... 70,353,037 63,867,378
67,429,124 61,464,434

Deferred tooling (Note 1e )............... 20,568,020 12,064,165
Other assets....................................... 3,259,827 3,575,306

Note 1 Deferred tooling— The cost of production tooling is 
deferred and amortized to expense, primarily by the unit-of- 
production method. Production tooling is amortized over an 
estimated three years of deliveries.
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CURRENT LIABILITIES

Paragraphs 7 and 8 of Chapter 3A of Accounting Re­
search Bulletin No. 43, as amended by Statement of Finan­
cial Accounting Standards No. 6, discuss the nature of cur­
rent liabilities. Examples of the various types of current 
liabilities follow;

SHORT-TERM DEBT

Table 2-19 shows the number of survey companies dis­
closing short-term debt. Amounts of long-term debt due 
within one year are detailed separately in Table 2-23.

ABBOTT LABORATORIES (DEC)

TABLE 2-19: SHORT-TERM DEBT

1977 1976
Current Liabilities:
Short-term borrowings (Note 4) . . . . $ 76,575,000 $ 65,489,000
Trade accounts payable................... 57,342,000 57,346,000
Other accrued liabilities................... 89,992,000 64,077,000
Salaries, wages and commissions.. 31,061,000 25,881,000
Payroll savings plan......................... 5,240,000 5,555,000
Dividends payable............................ 8,946,000 7,432,000
Income taxes payable...................... 51,933,000 21,764,000
Current portion of long-term debt.. 14,951,000 11,545,000

Total Current Liabilities............. $336,040,000 $259,089,000

Note 4: Short-Term Borrowings— Short-term borrowings 
consisted of international bank loans at December 31, 1977 
and 1976. Following is a summary of such borrowings during 
the years:

International 1977 1976
Average borrowings during the year 
Weighted average interest rate dur­

ing the year.................................

$72,093,000

17.4%

$59,616,000

12.9%
Highest level of borrowings at any

month end during the y e a r......
Weighted average interest rate at 

December 31................................

$80,505,000

21.4%

$65,489,000

13.7%
Borrowings at December 3 1 ........... $76,575,000 $65,489,000

In addition, during 1976, average domestic borrowings 
were $15,965,000; the weighted average interest rate during 
the year was 5.6%; the highest level of borrowings at any 
month end was $29,350,000; and there were no borrowings 
outstanding at December 31, 1976. During 1977, there were 
no domestic borrowings outstanding at any month end.

At December 31, 1977, there were $25,000,000 of domes­
tic short-term lines of credit (of which none were used) that 
were available for general corporate purposes or to support 
commercial paper issued. These lines require maintenance 
of compensating balances equal to 10 percent of the line plus 
10 percent of any portion that is used. The compensating 
balances are subject to withdrawal by the Company at its 
option.

Description
Notes or loans

1977 1976 1975 1974

Payee indicated.............. 152 175 256 207
Payee not indicated........

Short-term debt or
223 216 213 224

borrowings ..................... 67 56 26 36
Commercial paper................ 19 22 35 36
O ther...................................... 12 11 13 10
Total Presentations...................
Number of Companies

4 7 3 4 8 0 5 4 3 5 1 3

Showing short-term debt.... 444 435 447 452
Not showing short-term debt 156 165 153 148
Total ............................................... 6 0 0 6 0 0 6 0 0 6 0 0

CHAMPION INTERNATIONAL CORPORATION 
(DEC)

Current Liabilities:

1977
 

1976
($000)

Notes payable (Note 5 ) ...................
Accounts payable and accrued

$ 27,935 $ 64,578

liabilities....................................... 269,013 314,822
Income taxes......................................
Current installments of long-term

28,768 49,500

debt............................................... 29,317 42,418
Total current liabilities........ $355,033 $471,318

Note 5: Notes Payable and Lines of Credit— The following 
summarizes short-term borrowing activity (principally bank) 
and lines of credit for 1977 and 1976:

(in thousands of dollars) 1977 1976
Notes payable at December 31 .. .. $ 9,742 $ 58,678
Commercial paper at December 31 18,193 5,900

Total short-term borrowings 
Average interest rate at December

$ 27,935 $ 64,578

3 1 ..................................................
Average amount of short-term bor­

rowings outstanding for the year

6 .2%  

$ 33,000

11.2%  

$ 87,000
Average interest rate for the year. 
Maximum amount of short-term

7.6% 8.3%

borrowings at any month end ..
Compensating balances on certain 

U.S. borrowings and lines of 
credit under informal arrange­
ments (determined on the basis 
of 20%  of debt outstanding plus

$58,000 $112,000

10%  of unused lines of credit). 
Unused lines of credit at end of

$ 15,200 $ 17,700

year— U.S....................................
Unused lines of credit at end of

$279,000 $180,000

year— foreign.............................. $ 48,000 $ 81,000
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The average amount of short-term borrowings is deter­
mined by using the average of month-end balances. The 
average interest rate is determined by using the interest rate 
in effect on month-end short-term borrowings. The decrease 
in the average interest rate at December 31, 1977 compared 
to December 31, 1976 was primarily due to a reduction in 
borrowings at a high interest rate related to the disposition of 
a foreign subsidiary (Intermills S.A.) which was disposed of 
during the year.

At December 31, 1977, interest rates on unused lines of 
credit were no higher than ½ % above prime or its equivalent. 
A commitment fee of ½%  is required on $215,000,000 of the 
U.S. currency lines, which includes $125,000,000 of long­
term notes to be drawn down in 1978. (See Note 6(c))

JOY MANUFACTURING COMPANY (SEP)

1977 1976

Current Liabilities
Non-U.S. bank debt (Note 7 )... 
Long-term debt payable within

one year.................................
Accounts payable........................
Advances from customers.........
Accrued payrolls and employee

benefits .................................
Income taxes...............................
Deferred income taxes— current
Dividends payable......................
Other current liabilities..............

Total Current Liabilities......

($ 000)

$ 19,117

6,939
48,394
10,686

13,755
1,424
6,384
4,850

14,259
$125,808

$ 23,613

465
40,043
13,730

15,103
17,024

1,113
3,939

11,200
$126,230

Except for certain lines of credit extended to a Canadian 
subsidiary, non-U.S. borrowing arrangements do not require 
compensating balances. The terms under which the lines of 
credit have been granted to the Canadian subsidiary call for 
maintenance of average annual compensating bank bal­
ances, which are not legally restricted as to withdrawal, 
amounting to 10% of the lines extended. At September 30, 
1977 and September 24, 1976, the lines of credit extended to 
the Canadian subsidiary amounted to $15,847,000 and 
$17,354,000, respectively.

Generally, both U.S. and non-U.S. lines of credit may be 
withdrawn at the discretion of the lending institutions. There 
were no material commitment fees under any of JOY’s bor­
rowing agreements and interest rates charged generally re­
flect the lending institutions’ prime interest rates.

NATIONAL CAN CORPORATION (DEC)

1977 1976
Current Liabilities:
Notes payable....................................  $ 1,000,000 $ —
Commercial paper............................. 24,905,000
Accounts payable..............................  60,438,673 66,833,606
Payrolls, employee benefits and

withholdings.................................  18,326,390 15,704,750
Other accrued expenses.................  19,500,164 13,536,207
Pensions ............................................  11,434,991 11,033,888
Income taxes......................................  5,021,857 1,688,217
Current maturities on long-term

debt...............................................  6,218,776 4,677,134
Total Current Liabilities...................  $146,845,851 $113,473,802

Note 7: Short-term Borrowings and Compensating Bal­
ances

U.S. Arrangements
At September 30,1977 and September 2 4 , 1976, JOY had 

$36,000,000 available for use under U.S. short-term lines of 
credit with banks but had no borrowings outstanding at these 
dates. The terms of these borrowing arrangements require 
JOY to maintain average annual compensating bank bal­
ances generally at 10% of the total credit lines extended plus 
an additional 10% of the usage. Withdrawal of compensating 
balances by JOY is not legally restricted.

Non-U.S. Arrangements
Following is a summary of information regarding all non- 

U.S. bank debt:

1977 1976
(In Thousands of Dollars)

Short-term lines of credit available 
and unused at the end of fiscal
year...............................................  $21,879 $12,574

Maximum short-term borrowings
outstanding at any month end .. 23,189 24,914

Average daily short-term borrow­
ings during the fiscal year........  19,050 18,155

Average daily interest rate*...........  10.4%  10.8%
Average interest rate at end of fis­

cal year.........................................  10.4%  10.3%
*The average daily interest rate was determined by dividing annual 

interest expense on short-term borrowings by average daily short-term 
borrowings.

SEARS, ROEBUCK AND CO. (JAN)

1978 1977
($000)

Current Liabilities
Short-term borrowings (note 12)

Commercial paper................ $2,586,051 $1,940,578
Banks ....................................  404,936 305,869
Agreements with bank trust

departments..................... 717,958 655,046
Current maturity of long­

term debt.........................  30,473 54,969
Accounts payable and accrued

expenses................................ 1,124,713 990,762
Unearned maintenance agree­

ment income.........................  276,969 242,143
Deferred income taxes..............  917,645 855,893
Total Current Liabilities............. $6,058,745 $5,045,260

Note 12: Short-term borrowings—Sears obtains required 
short-term funds by the issuance of notes to Sears Roebuck 
Acceptance Corp. (SRAC) and through borrowings from 
banks. SRAC obtains funds primarily through the placement 
of commercial paper and under agreements with bank trust 
departments. At January 31, 1978, the company had unused 
lines of bank credit approximating $2.5 billion of which more 
than $400 million is also available for use by a designated 
subsidiary. The credit lines are renewable annually at various 
dates and provide for loans of varying maturities at the prime 
rate. There are no formal or informal compensating balance 
arrangements with any of the banks.
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Selected details of the company’s short-term borrowings 
are as follows:

Agreements with

(millions)
Balance, January 31, 1978............................................
Average during 1977 ......................................................
Maximum during year (month end)..............................
Balance, January 31, 1977............................................
Average during 1976 ......................................................
Maximum during year (month end)..............................

*Excludes $7 million of current maturities of 13 month notes.

Commercial paper Banks Bank trust departments
Weighted Weighted Weighted

interest interest interest
Amount rate Amount rate Amount rate
$2,586 6.8% $405 8.1% $711* 7.1%

2,431 5.7 320 7.1 672 6.1
2,972 405 711

$1,941 4 .8% $305 6.4% $655 5.1%
1,963 5.1 257 6.9 648 5.5
2,337 340 684

STAN D AR D  CO N TAIN ER  CO M PAN Y (SEP)

1977 1976 TRADE ACCOUNTS PAYABLE
Current Liabilities:

Current maturities of long-term THE C LEVELAN D -C LIFFS IRON CO M PAN Y (DEC)
debt......................................... $ 183,883 $ 516,840

Notes payable: 1977 1976
Bank ...................................... 50,000 840,000 Current Liabilities
Other ...................................... 51,375 75,000 Accounts payable, including

Accounts payable and accrued $ 6 ,7 4 0 ,0 0 0  (1 97 6 —
expenses ................................ 4 ,697,450 4,028,007 $8,187,000) to associated

Advance payments from cus­
tomers .................................... 211,336 _ companies..............................

Accrued expenses ......................
$23,807,000

2,638,000
$23,368,000

1,404,000
Federal income ta x .................... 132,800 312,747 Employment costs........................ 8,979,000 5,369,000
Taxes other than Federal income Royalties payable........................ 1,440,000 2,374,000

ta x .......................................... 204,403 183,534 Income taxes................................ 4 ,745,000 5,036,000
Total Current Liabilities...... $5,541,247 $5,956,128 Current portion of long-term

debt......................................... -0- 2,000,000
Other liabilities............................ 2,567,000 4,444,000

Total Current Liabilities . $44,176,000 $43,995,000

TABLE 2-20: CURRENT LIABILITIES—TRADE 
CREDITORS

Description
Accounts payable, payables, 

or trade payables in a

1977 1976 1975 1974

separate caption.............
Accounts payable combined 

with accrued liabilities or

422 417 388 392

accrued expenses........... 167 163 189 184
Other captions...................... 11 20 23 24
Total Companies.............. 600 600 600 600

C EN TR O N IC S DATA C O M PU TER  CORP. (JUN)

1977 1976
Current liabilities:

Notes payable, bank, due on
demand................................... $11,900,000 $ 900,000

Accounts payable, trade...........  3,944,734 3,612,583
Accounts payable, mechanisms

in transit.................................  714,654 1,306,839
Accrued expenses......................  1,638,314 1,480,165
Dividends payable......................  1,158,622 481,278
Income taxes...............................  4 ,803,993 1,232,113
Deferred income taxes..............  20,316 103,979
Other current liabilities..............  62,384 180,353

Total current liabilities .. $24,243,017 $9,297,310
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THE SINGER COMPANY (DEC)

Current Liabilities:

1977 1976
(Amounts in Millions)

Notes and loans payable................. $134.0 $187.5
Accounts payable:

Trade ........................................... 72.5 89.4
Drafts ........................................... 51.2 34.3
Other ............................................ 48.0 56.8

171.7 180.5
Accrued expenses:

Taxes, other than income taxes 13.9 16.7
Salaries, wages, and commis­

sions.......................................  33.0 28.1
Interest ....................................... 12.2 11.6
Other ............................................ 130.6 125.9

189.7 182.3
Long-term debt instalments due

within one year........................... 28.8 1.7
Income taxes payable...................... 10.0 10.9
Income taxes deferred..................... 5.6 7.9

TABLE 2-21: CURRENT LIABILITIES 
RELATING TO EMPLOYEES

1977 1976 1975 1974
Description
Salaries, wages, payrolls,

commissions ................... 211 213 197 196
Withholdings, payroll taxes. 
Pension or retirement plan

18 31 36 37

contributions ................. 52 50 28 37
Profit-sharing contributions. 14 15 28 22
Other captions...................... 52 57 44 44
Total Presentations............... 347 366 333 336
Number of Companies
Showing liabilities to or for

employees ...................... 229 239 202 206
No such liabilities................. 371 361 398 394
Total ....................................... 600 600 600 600

CYCLOPS CORPORATION (DEC)

1977 1976

EMPLOYEE RELATED LIABILITIES Current liabilities:
Notes payable to b a n k s ................
C u rren t portion  o f lo n g -te rm  

d e b t...................................................

($000)

$ 10,800 $10,800
Table 2-21 shows the nature of accounts identified as cur­

rent liabilities to or for employees. 7,574 7,260
Accounts p a y a b le ............................. 38,122 26,695

BLISS & LAUGHLIN INDUSTRIES INCORPORATED Employment co sts ............................. 34,636 31,108
(DEC) Income ta x e s ....................................... 1,580 7,086

Taxes other than income taxes 7,900 6,701

1977 1976 O ther ...................................................... 6,644 5,,766

Current Liabilities:
Total current liabilities .. $107,256 $95,416

S hort-term  lo a n s ...............................  $
C urrent m aturities of long-term

225,000 $ -

d e b t..................................................
Accounts payable— t r a d e ............

381,000
5,364,000

227,000
3,125,000 JOHNS-MANVILLE CORPORATION (DEC)

Custom er d e p o s its ...........................
Accrued liabilities—

1,914,000 1,497,000
1977 1976

T a x e s , o th e r than  incom e ($000)
ta x e s ......................................... 691,000 1,195,000 Current Liabilities

Salaries, w ages and vaca­
tions ......................................... 3,081,000 2,757,000

S hort-term  d e b t .................................
Accounts p a y a b le .............................

$ 18,459 
68,657

$ 20,380 
57,954

In terest ......................................... 768,000 216,000 W ages and com pensation ............ 36,845 31,582
Pension c o s ts ............................. 728,000 1,865,000 Income ta x e s ....................................... 56,973 31,506
O ther ............................................... 2,976,000 2,331,000 O ther t a x e s ......................................... 11,102 10,747

Income ta x e s ....................................... 2,473,000 2,758,000 O ther accrued lia b ilit ie s ................ 43,044 36,999
Total current liabilities . .  $18,601,000 $15,971,000 Total C urrent Liabilities . $235,080 $189,168
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HUMANA INC. (AUG)

Current liabilities:

1977

($000)

1976

Short-term bank borrowings. . . . $ — $ 9,000
Trade accounts payable............. 16 ,084 12,351
Accrued expenses (Note 1 1 ).... 
Income taxes, including de­

ferred  taxes of $ 1 ,1 4 2 -

16,693 11,399

1977 and $1 ,666 -19 76  . . . .  
Long-term debt due within one

9,566 3,705

year........................................... 10 ,949 7,354

Total current liabilities .. $53 ,292 $43,809

Note 11: Accrued Expenses—The major classes of ac­
crued expenses are summarized as follows:

1977 1976

Salaries, wages and other compen­
sation ...............................................

(Thousands of dollars)

$ 5 ,183 $ 3,791
Interest ................................................ 3 ,065 2,090
Property taxes..................................... 2 ,816 2 ,054
Pension ................................................ 1 ,256 1,012
Insurance ............................................. 2,361 954
Payroll taxes........................................ 702 668
O th e r..................................................... 1 ,310 830

$16,693 $11,399

LOCKHEED CORPORATION (DEC)

Current liabilities:

1977

($ Millions)

1976

Accounts payable......................... $189 .9 $195.7
Salaries and wages......................
Income taxes (including $ 3 .0

138.2 111.7

deferred in 1 9 7 7 ) ................. 17.6 9 .8
Other ta x e s ...................................
Customers' advances in excess

34.1 36.2

of related costs......................
Retirement plan contribution

196.1 208.5

(Note 7 ) ................................... 66 .3 63.1
Other liabilities..............................
Current portion of long-term

119.2 116.8

debt........................................... 19.1 111.8

Total current liabilities.. $780.5 $853.6

At December 25, 1977, the book value of assets in the 
plans, held by trustees, amounted to $1,142 million, and the 
market value amounted to $1,074 million. At December 25, 
1977, the unfunded prior service costs (i.e., costs of retire­
ment benefits related to employees’ service in prior years) of 
all vested and unvested plan participants amounted to ap­
proximately $821 million. Included in this total is $404 million, 
representing the amount by which the value of vested ben­
efits exceeded the total market value of the plans’ assets and 
the Company’s accrued liability for contributions. Under 
ERISA, the Company, upon termination of any of its retire­
ment plans, could become liable for additional funding of 
such plans.

REXNORD INC. (OCT)

Current Liabilities

1977

($000)

1976

Notes payable...................................... $ 16,891 $ 2,413
Accounts payable................................ 30 ,544 26,871
Accrued liabilities................................
Federal, state and foreign taxes on

4 3 ,917 47 ,355

income............................................. 21 ,636 14,298
Current maturities of long-term debt 1,938 1,555

OTHER FINANCIAL DATA 
(Dollars in Thousands)

$114 ,926 $92,492

Accrued Liabilities— Principal items included in 
liabilities follow:

October 31,

accrued

Accrued wages, salaries and com-

1977 1976

missions.......................................... $10 ,019 $ 7,723
Accrued vacation p a y ....................... 4,531 4 ,5 75
Accrued pension and benefit costs . 813 2 ,7 47
Interest payable...................................
Accrued general taxes and taxes

1,148 1,263

withheld.......................................... 9 ,1 40 6,385
Dividends payable.............................. 171 387
Customer advance paym ents.......... 4 ,8 48 6 ,8 79
Other current liabilities...................... 13 ,247 17,396

$43 ,917 $47,355

Note 7: Retirement Plans— Most of the Company’s 
employees are covered by retirement plans that are paid for 
entirely by Company contributions to trust accounts. The pro­
visions for retirement plan costs in 1977 were $103 million 
and in 1976 were $96 million. The increased provision in 
1977 was due primarily to amortization of actuarial losses 
and the increase in the recently negotiated hourly employee 
benefits.

These provisions consist of both normal pension costs that 
are recorded over the remaining service lives of the individual 
participants, and a provision for unfunded prior service costs 
and actuarial gains and losses which are amortized over 15- 
to-30 year periods.
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INCOME TAX LIABILITY

Table 2-22 summarizes the descriptive balance sheet cap­
tions used to describe the current liability for income taxes.

THE AMERICAN SHIP BUILDING COMPANY (SEP)

1977 1976
Current Liabilities:

Current maturities of long-term
debt.........................................  $ 674,801 $ 3,184,751

Accounts payable........................ 10,617,922 6,002,813
Accrued wages and salaries . . . .  1,016,373 769,678
Accrued state and local taxes,

other than income taxes . . . .  1,582,529 1,089,451
Dividends payable......................  1,840,026 83,143
Other accrued liabilities............. 1,813,667 3,104,554
Accrued and deferred Federal

income taxes.........................  8,655,286 4,252,856
Total current liabilities .. $26,200,604 $18,487,246

TABLE 2-22: CURRENT INCOME TAX LIABILITY

1977 1976 1975 1974
Income taxes......................... 341 314 282 289
Federal income taxes........... 45 45 59 61
Taxes— type not specified.. 45 50 41 40
Federal and state income 

taxes ................................ 33 33 45 56
U.S. and foreign income 

taxes ................................ 32 31 42 37
Federal and foreign income 

taxes ................................ 22 25 40 30
Federal, state, and foreign 

income taxes................... 26 23 24 23
Other captions...................... 16 48 42 35

560 569 575 571
No caption for taxes payable 40 31 25 29
Total Companies.................... 600 600 600 600

CURTISS-WRIGHT CORPORATION (DEC)

1977 1976
Notes payable....................................  $ 1,490,000 $ 1,891,000
Accounts payable and accrued ex­

penses.......................... 56,817,000 40,357,000
Federal and foreign income taxes.. 12,295,000 9,267,000
Advances and billings in excess of 

costs and estimated earnings on
incomplete projects.... 15,335,000 16,391,000

Estimated warranty and field ser­
vice costs.....................  8,760,000 9,718,000

Other current liabilities.... 10,425,000 11,350,000
Total current liabilities.............  $105,122,000 $88,974,000

MAREMONT CORPORATION (DEC)

OUTBOARD MARINE CORPORATION (SEP)

1977
Current Liabilities:

Notes payable..............................  $15,430,000
Accounts payable—

Trade ....................................
O ther......................................

..............................................................  18,373,000

.............................................................. 12,835,000
31,208,000

Accrued liabilities—
Compensation ............................. 8 ,655,000
Pension programs......................  9,459,000
Taxes, other than income

taxes........................................ 4 ,769,000
Other, including interest of 

$3,010,000 in 1977 and

1976

$

22,486,000
10,062,000
32, 548,000

10,535,000
7,622,000

4 ,436,000

1977 1976 $3,203,000 in 1 97 6 .... 12,067,000 12,787,000
($000) 34,950,000 35,380,000

Current Liabilities: Accrued income taxes—
Current maturities of long-term ob- Federal................................... 1,231,000 2,827,000

ligations....................................... $ 3,476 $22,886 State ...................................... — 694,000
Notes payable of domestic operation — 5,000 Foreign................................... 2,617,000 2,444,000
Notes payable of foreign operations 7,005 5,558 3,848,000 5,965,000
Accounts payable.............................. 25,162 26,212 Current maturities and sinking
Accrued liabilities.............................. 13,046 12,854 fund requirements of long-
Income taxes payable...................... 2,258 738 term debt................................ 2,217,000 933,000
Total Current Liabilities................... $50,947 $73,248 Total current

liabilities.............. $87,653,000 $74,826,000
MCGRAW-EDISON COMPANY (DEC)

SIMMONS COMPANY (DEC)
1977 1976

($000) 1977 1976
Current Liabilities: Current liabilities:

Notes payable and commercial Notes payable to banks............. $ 9,320,000 $ 2,308,000
paper ...................................... $ 6,562 $ 13,911 Current portion of long-term

Portion of long-term debt due debt......................................... 3 ,342,000 2,306,000
within one year..................... 2,248 1,522 Accounts payable........................ 24,217,000 17,347,000

Accounts payable........................ 48,281 56,880 Accrued interest, payroll and
Accrued liabilities........................ 52,523 54,296 other expenses ..................... 17,833,000 17,214,000
Federal, state and foreign taxes Accrued federal, state, local and

on income.............................. 10,874 30,433 foreign taxes......................... 6,614,000 6,132,000
Total current liabilities .. $120,488 $157,042 Total current liabilities .. $61,326,000 $45,307,000
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TABLE 2-23: CURRENT AMOUNT OF 
LONG-TERM DEBT

THE PANTASOTE COMPANY (DEC)

Current portion of long-term
debt .................................

Current maturities of long­
term debt.........................

Long-term debt due or pay­
ab le within one year.... 

Current installm ent of long­
term debt.........................

Current amount of long-term
leases................................

Other captions......................
Total Companies.....................

1977 1976 1975 1974 Current Liabilities
Current maturities of long-term

1977 1976

186 176 145 152 debt.........................................
Notes payable— foreign banks .

$ 709,000 
3,554,000

$ 538,000 
2,397,000

180 188 157 165 Accounts payable........................
Dividends payable......................

12,428,000
292,000

10,671,000
273,000

79 67 89 92 Income taxes payable................
Other current liabilities..............

645,000
5,288,000

670,000
4,184,000

44 50 60 66 Total Current Liabilities . $22,916,000 $18,733,000

29
16 27 63 46

XEROX CORPORATION (DEC)

534 508 514 521 1977 1976

CURRENT AMOUNT OF LONG TERM DEBT

T a b le  2 -2 3  s u m m a rize s  th e  d escrip tive  b a la n c e  s h e e t c a p ­
tions u sed  to  d es c rib e  th e  a m o u n t o f long te rm  d eb t p ay a b le  
during  th e  next y e a r.

THE BARDEN CORPORATION (OCT)

1977 1976
Current Liabilities:

Current installments of long­
term debt............................... $ 350,000 $ 391,725

Loans payable— bank................
Accounts payable, accrued ex­

penses and sundry liabilities

567,957

3,262,610

236,587

2,863,608
Taxes accrued and withheld,

other than U.S. and foreign 
income taxes......................... 1,118,593 928,693

U.S. and foreign income taxes. 3,256,756 991,360
Total Current Liabilities . $8,555,916 $5,411,973

MIDLAND-ROSS CORPORATION (DEC)

Current Liabilities

1977
($000)

1976

Accounts payable........................
Advance billings on contracts in

$42,391 $33,986

process ...................................
Accrued compensation and ben­

efits .........................................

17,122

16,140

20,117

13,337
Other liabilities............................ 11,189 11,364
Income taxes................................
Current portion of long-term

8,088 6,388

liabilities................................. 2,878 1,601
Total Current Liabilities . $97,808 $86,793

($000)
Current Liabilities
Notes payable....................................  $ 109,601 $ 71,745
Payments due within one year on

long-term debt............................  34,436 71,399
Accounts payable..............................  209,369 187,656
Salaries, profit sharing and other

accruals.........................................  521,241 401,821
Income taxes......................................  232,308 288,120
Dividends payable............................. 31,683 23,761
Deferred rentals and subscriptions. 30,016 36,122
Total current liabilities..................... $1,168,654 $1,080,624

OTHER CURRENT LIABILITIES

T a b le  2 -2 4  s u m m a rize s  o th e r identified  curren t liabilities. 
T h e  m ost co m m o n  typ e s  o f o th e r c u rren t liabilities w e re  d iv ­
iden ds  p a y a b le  a n d  ta x e s  not c o m b in e d  w ith  fed e ra l inco m e  
ta x e s . U n id e n tifie d  o th e r c u rre n t liab ilities , g e n e ra lly  d e ­
scrib ed  as  accrued expenses, accrued liabilities, o r other 
current liabilities a re  not inc luded  in T a b le  2 -2 4 .

TABLE 2-24: OTHER CURRENT LIABILITIES

Number of Companies 
1977 1976 1975 1974

Dividends payable................
Taxes not combined with

106 99 109 109

Federal income taxes.... 
Customer advances, de­

posits ..............................

103

54

116

51

93

36

95

34
Deferred taxes...................... 51 39 60 43
Interest .................................
Billings on uncompleted con­

tracts ................................

43

22

62

21

34

15

35

15
Estimated costs relating to

discontinued operations . 
Guarantees, warranties, 

service contract

20 23 21 20

obligations ...................... 15 17 14 13
Due to affiliated companies. 15 13 10 12
Other —  Described.............. 67 71 61 66
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BAIRD-ATOMIC, INC. (SEP) DAN RIVER INC. (DEC)

1977 1976 1977 1976

Current liabilities: (amounts in thousands)

Foreign bank loans (note 4) . . . . $ 1 ,188 ,673 $ 992 ,997 Current liabilities:

Current portion of long-term Notes payable................................ $11 ,067 $ —

debt (note 5 ) ........................... 585 ,046 543,466 Long-term debt due currently.. . 3 ,4 82 4 ,885

Advance payments from cus­
tomers ...................................... 47 0 ,77 5

Accounts payable.........................
Accrued expenses .......................

19 ,898
16 ,320

18,031
15,780

Accounts payable......................... 2 ,1 3 5 ,0 6 4 1 ,998 ,376 Dividends payable....................... 1,091 752

Accrued expenses ....................... 1 ,2 61 ,6 06 1 ,184 ,190 Accrued income taxes................. 294 5,066

Federal and state income taxes Total current liabilities.......... $52 ,152 $44,514

(notes 1 and 11 ).................... 462 ,619 204,278

Total current liabilities.......... $ 6 ,103 ,783 $ 4 ,923 ,307

HEUBLEIN, INC. (JUN)
BEEHIVE INTERNATIONAL (SEP) 1977 1976

($000)
1977 1976

Current liabilities:
Current Liabilities Notes payable................................ $31 ,596 $29 ,510

Accounts payable— tra d e .......... $4 ,0 1 3 ,7 6 7 $ 1 ,486 ,379 Current portion of long-term
Notes payable— current............. 1 ,9 30 ,0 00 3 ,3 8 0 ,0 0 0 debt........................................... 2 ,8 39 3,872
Current portion of long-term Accounts payable......................... 53 ,698 60 ,332

debt........................................... 281 ,356 201,889 Accrued expenses ....................... 56 ,419 47,851
Accrued liabilities......................... 515 ,133 381,906 Taxes:
State and federal income taxes 
Estimated warranty costs (Note

147,581 477,151 Federal, state and foreign in­
come taxes.............................. 19 ,454 26 ,977

C ) ............................................... 112,127 86 ,184 Deferred income taxes ........ 451 8,953
Royalties (Note D ) ....................... 58 ,734 41 ,403 Excise taxes.............................. 29,691 36 ,485

Total current liabilities.......... $7 ,0 5 8 ,6 9 8 $6 ,054 ,912 Other ta x e s .............................. 11 ,164 9 ,5 97
Cash dividends payable.............. 7 ,057 6,395

Note C: Estimated Warranty Costs—The Company pro­
vides a warranty of one year on parts and labor for manufac­
turing and material defects on all units sold. The liability for 
estimated warranty costs is shown in the accompanying bal­
ance sheets under current liabilities. J. RAY MCDERMOTT & CO., INC. (MAR)

COLGATE-PALMOLIVE COMPANY (DEC)

1977

Current Liabilities
Notes payable and current 

maturities of long-term debt

1976

$ 2 ,328,001 $ 10 ,414,741

1977 1976
Accounts payable and accrued 

expenses ................................. 126 ,973 ,132 12 2 ,132 ,810
($000) Dividend payable......................... 6 ,2 8 9 ,1 2 8 3 ,9 10 ,9 25

Current Liabilities
Notes and loans payable to

Billings on uncompleted con­
tracts (in excess of related

banks ........................................ $224 ,934 $137,793 costs, 1977,
Current portion of long-term $3 89 ,4 32 ,8 39; 1976,

debt........................................... 16 ,284 15,577 $ 3 5 4 ,2 8 3 ,7 1 0 )...................... 17 3 ,991 ,306 152,327 ,603
Accounts payable......................... 186,461 172,754 Accrued employees' pension
Accrued payroll............................ 32 ,549 27 ,048 plan contributions................... 7 ,6 30 ,2 05 4,976,711
Dividends payable....................... 19 ,497 16,954 Accrued interest........................... 6 ,0 5 9 ,8 8 8 6 ,2 3 3 ,5 3 9
Accrued advertising.................... 42,211 49 ,155 Accrued taxes, other than taxes
Accrued income taxes................. 51 ,810 92 ,770 on income................................ 13 ,190 ,484 10,892,621
Other accrued taxes.................... 30 ,825 26 ,195 Deferred income taxes............... 3 ,3 2 2 ,1 3 9 4 ,7 1 4 ,4 0 4
Other accruals.............................. 66 ,679 72,050 Accrued taxes on income.......... 85 ,6 8 3 ,8 5 5 6 1 ,309 ,513

Total current liabilities.......... $671 ,2 50 $610 ,296 Total current liabilities.......... $ 4 25 ,4 68 ,1 38 $3 76 ,9 12 ,8 67
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INSILCO CORPORATION (DEC)

1 9 7 7

Current Liabilities
Notes p a y a b le .....................................  $  8 ,6 6 6
Accounts payable and accrued

e x p e n s e s ....................................... 3 6 ,0 4 0
Customers' d e p o s its .......................  1 1 ,4 7 9
C u rren t portion  of lo n g -te rm

d e b t..................................................  1 ,4 1 6
Estimated taxes on income:

Currently p a y a b le .......................  4 ,2 3 9
D e fe rre d ........................................... 3 ,5 5 3

Total current liabilities . . . .  $ 6 5 ,3 9 3

MCGRAW-HILL, INC. (DEC)

( $ 000)

1 9 7 6

$ 1 0 ,8 5 0

3 3 ,2 5 5
1 1 ,0 7 7

1 ,5 1 6

1 0 ,1 4 3
2 ,7 8 2

$ 6 9 ,6 2 3

ROCKWELL INTERNATIONAL CORPORATION 
(SEP)

1 9 7 7 1 9 7 6

Current liabilities
(Thousands of dollars)

Notes p a y a b le ............................................ $ 2 ,9 5 0 $ 3 ,6 3 7
Current portion of long-term  d e b t.. 7 ,1 1 7 6 ,9 7 3
Accounts p a y a b le ..................................... 3 3 ,0 5 4 2 5 ,3 6 0
Accrued ro y a lt ie s .....................................
Accrued contributions to retirem ent

1 6 ,2 0 6 1 4 ,5 7 6

p la n s ........................................................ 1 1 ,6 1 8 9 ,7 8 4
O ther accrued lia b ilit ie s .......................
Accrued taxes:

2 7 ,0 2 1 2 0 ,2 9 5

C urrently p a y a b le ..................................... 3 8 ,0 1 6 2 6 ,8 0 5
D eferred ...................................................... 9 ,3 4 6 1 0 ,7 0 4
Unearned service co n tra c ts ................ 3 3 ,7 8 0 3 1 ,1 3 5

Total current liabilities .. $ 1 7 9 ,1 0 8 $ 1 4 9 ,2 6 9

PAXALL, INC. (OCT)

1 9 7 6 1 9 7 7
Current Liabilities:

Notes payable to b a n k s ................ $ 1 ,1 9 9 ,5 4 7 $ 2 7 1 ,3 3 5
C u rren t portion  of lo n g -te rm

d e b t.................................................. 1 9 7 ,3 3 8 9 6 ,9 4 5
Accounts p a y a b le ............................. 1 ,5 8 8 ,3 9 3 2 ,0 5 6 ,4 2 0
Accrued expenses—

W ages, commissions, etc. . 5 5 0 ,6 4 6 6 8 9 ,9 9 6
T a x e s , o th e r than  incom e

ta x e s ......................................... 2 3 0 ,5 6 2 2 2 7 ,7 2 7
W arran ties  ................................. 2 8 4 ,0 0 0 2 9 2 ,0 5 8
Pensions ....................................... 3 0 ,0 0 0 2 8 ,5 0 0
Customer d e p o s its ................... 7 3 6 ,2 8 0 1 ,0 0 7 ,8 2 2
O ther ............................................... 1 ,1 0 3 ,1 1 1 9 4 4 ,3 1 1

Income taxes p a y a b le ................... 1 0 9 ,7 5 5 2 3 1 ,4 2 0
Tota l c u rre n t lia b il­

ities ...........................  $ 6 ,0 2 9 ,6 3 2  $ 5 ,8 4 6 ,5 3 4

1 9 7 7
(In millions)

1 9 7 6

Current Liabilities:
Short-term  b o rro w in g s ......................... $  1 0 6 .7 $ 4 6 .8
Current portion of long-term  d e b t.. 1 5 .8 1 1 .5
Accounts payable— t r a d e .................... 3 8 4 .3 3 8 9 .0
Accrued sa laries and w ages and

amounts w ith h e ld ............................. 1 2 2 .3 1 1 7 .2
Accrued retirem ent plan co sts .......... 1 0 5 .9 10 8 .1
Accrued income ta x e s ........................... 8 9 .4 7 8 .4
D eferred income ta x e s ......................... 1 9 7 .5
Other current liab ilities ......................... 5 1 3 .6 3 2 8 .9
Total current lia b ili t ie s ......................... $ 1 ,5 3 5 .5 $ 1 ,0 7 9 .9

NOTES TO FINANCIAL STATEMENTS 
Note 11: Other Current Liabilities—Other current liabilities 

at September 30 are summarized as follows (in millions):

1 9 7 7 1 9 7 6

Advance payments from  customers $ 1 3 9 .7 $ 9 1 .1
Accrued subcontractor term ination  

claims under United States Gov­
ernm ent contracts (N ote 3 ) ........  1 0 1 .3  5 .0

Accrued product w a rra n tie s ................ 4 8 .4 4 3 .0
Accrued taxes other than income

ta x e s ........................................................ 3 8 .8 3 7 .6
Accrued in te r e s t ....................................... 1 2 .9 1 3 .5
Advances from  unconsolidated f i ­

nance su b sid iarie s ...........................  9 .0  6 .9
Dividends p a y a b le ......................... ......... 1 .7 2 .1
O t h e r .............................................................. 1 6 1 .8 1 2 9 .7
Other current liab ilities ......................... $ 5 1 3 .6 $ 3 2 8 .9

STANLEY HOME PRODUCTS, INC. (DEC)

1 9 7 7 1 9 7 6
Current Liabilities:

Notes and accounts payable . . . . $ 1 6 ,4 6 8 ,3 5 9 $ 1 5 ,3 1 8 ,7 0 6
D ealer's security deposits............ 4 ,2 4 6 ,1 7 5 4 ,1 9 2 ,3 8 8
Federal, state and foreign taxes

on in c o m e ..................................... 8 ,3 5 2 ,4 2 7 3 ,2 9 4 ,7 9 5
Unredeem ed coupons and cer­

t if ic a te s ........................................... 2 ,5 7 3 ,4 9 5  2 ,5 4 6 ,7 3 0
Accrued payroll and com m is­

s io n s ................................................  1 ,4 5 0 ,3 3 5  1 ,1 7 9 ,0 9 6
O ther accrued e x p e n s e s .............. 8 ,0 5 5 ,1 6 6 6 ,9 3 1 ,5 8 5
Dividends p a y a b le ........................... 9 9 4 ,9 4 7 8 5 2 ,9 5 4

Total current liabilities .. $ 4 2 ,1 4 0 ,9 0 4 $ 3 4 ,3 1 6 ,2 5 4
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TOBIN PACKING CO., INC. (OCT) TABLE 2-25: LONG TERM DEBT

1977 1976 Number of Companies
C u rren t Liabilities: 1977 1976 1975 1974

Notes payab le ....................................... $ 600 ,000 $ 200 ,000 Unsecured
Trade accounts p a y a b le .................... 1 ,433 ,000 996 ,000 Notes .................................... 471 455 460 463

Accrued Expenses: Debentures .......................... 283 280 228 286

Salaries and w a g e s ...................... 417 ,000 537,000 Loans .................................... 122 112 101 102

Pension c o s t s ................................. 737,000 449 ,000

Taxes other than income............ 121,000 157,000 Collateralized
Other ................................................ 124,000 61 ,000 Capitalized le a ses............... 333 201 173 175

1 ,399 ,000 1 ,204 ,000 M ortgages ........................... 176 196 218 213

Current portion of obligation under Notes or lo a n s .................... 55 79 79 77

capital le a s e s ................................. 37 ,000 —

ConvertibleAllowance for plant closing costs
196(Note 8 ) .......................................... 1 ,116 ,000 824 ,000 Debentures ........................... 158 174 203

Total current lia b ilit ie s ......... $4 ,58 5 ,0 0 0 $3 ,22 4 ,0 0 0 Notes .................................... 20 34 37 33

Note 8: Property Held for Sale and Provision for Plant 
Relocation and Closing Costs— During 1975, the Company 
adopted a plan for the consolidation of its manufacturing 
facilities by the discontinuance of the processing performed 
by its Rochester, New York plant, and the relocating of such 
manufacturing operations to its Albany and Buffalo, New 
York plants. Provision was made in 1975 for the costs in­
curred and expected to be incurred in connection with this 
plan.

The consolidated statements of operations and retained 
earnings for both 1977 and 1976 include adjustments of the 
amounts originally provided. In 1977 the adjustment of 
$516,000 related principally to higher than expected costs for 
terminated pension plans and to additional costs of carrying 
the Rochester facility held for sale. For 1976 the adjustment 
of $200,000 represented additional unanticipated expenses 
of $400,000 offset by higher than anticipated proceeds for 
sales and transfers of machinery and equipment.

The remaining allowance of $1,116,000 for plant closing 
costs relates principally to terminated pension plans. The 
Internal Revenue Service has approved the proposed termi­
nations, but final determination by the Pension Benefit 
Guaranty Corporation (a federal agency created under the 
Employee Retirement Income Security Act of 1974) has not 
been issued. The Company believes the amounts provided 
will be adequate to fully satisfy the resulting funding require­
ments.

The estimated net realizable value of the Rochester Plant, 
which was closed in 1975, has been segregated in the con­
solidated balance sheet. In November of 1977, the Rochester 
facility was sold at an amount in excess of the amount at 
which it was carried.

LONG TERM DEBT

Table 2-25 summarizes the types of long-term debt most 
frequently disclosed by the survey companies. As shown in 
Table 2-25, the accounting and reporting requirements set 
forth in FASB Statement of Financial Accounting Standards 
No. 13 caused a large increase in the number of survey 
companies capitalizing long term leases. Examples of long­
term debt presentations and disclosures follow. Examples of 
long-term lease presentations and disclosures are shown in 
connection with Table 2-27.

ASARCO INCORPORATED (DEC)

Long-Term Debt (note 5 )........
Noncurrent Accounts Payable.

1977 1976
($000)

$393,347 $401,053
13,372 13,275

Note 5: Long-Term Debt and Available Credit Facilities (in 
millions)



186 Section 2: Balance Sheet

1977 1976
Due Due

Long- Within Long- Within
Term One Term One

Amount Year Amount Year
9¾ %  Sinking Fund Deben­

tures (authorized 
$100.0) due 2000. An­
nual Sinking Fund pay­
ments of $6.0 commenc­
ing in 1986 ...................

8 .8 %  notes (authorized
$50.0) due 1983 ...........

7⅞ %  notes (authorized 
$ 7 0 .0 ) due April 1, 
1994. Payable in annual 
installments of $4.1  
commencing in 1 9 7 8 .... 

Revolving credit notes ( a ) . . . .  

Obligations under Nueces 
River Authority (Texas) 
7 ⅜ %  Environmental Im­
provement Revenue 
Bonds, Series 1976-A  
and B (authorized $55.0) 
due 2006. Payable in 
annual installments 
commencing in 1991 of 
$0.8; $1.3— 1992/94; 
$ 1 .5 — 1995/98; 
$ 2 .0 — 1999/2002; 
$ 2 .5 — 2003/4;
$3 .5— 2005 with bal­
ance payment at matur­
ity. (b)................................

Obligations under Lewis and 
Clark County (Montana) 
6¾ %  Pollution Control 
Bonds 1976 Series (au­
thorized $ 3 7 .0 ) due 
2006. Payable in annual 
installments of $ 0 .6  
commencing in 1992 
through 2005 with bal­
ance payable at matur­
ity. (b)................................

Other notes (various rates
and maturities)................

4 ⅝%  Twenty-Five Year 
Subordinated Debentures 
(authorized $50.0) due 
1988— Sinking Fund 
payments of $ 1 .6  re­
quired annually. Deben­
tures have been pur­
chased covering pay­
ments through 1979......

Total ( c ) .......................................

$ 100.0 —

50.0 —

65.9
50.0

$4.1

$ 100.0 —

50.0 —

70.0 —
55.0 —

55.0 55.0

37.0 —

19.1 4.0

37.0 —

17.6 $5.2

16.3 —
$393.3 $8.1

16.5
$401.1 $5.2

(a)At December 31, 1977, there was an additional $205.0 million of 
committed credit available in the form of $135.0 million in two Revolv­
ing Credit and Term Loan Agreements of $75 and $80 million, and 
$70.0 million in a $100 million Term Loan Agreement discussed below.

The $75 million Agreement was entered into in October 1977. Bor­
rowings bear interest at the prime rate for three years, 14; percent 
above prime for the next two years, and ½ percent above prime 
thereafter. Any outstanding borrowings at September 30, 1980, con­
vert to term loans maturing in sixteen quarterly installments commenc­
ing December 31, 1981.

The $80 million Agreement was entered into in December 1977. 
Borrowings bear interest at the prime rate for four years, ¼ percent 
above prime for the next two years, and ½ percent above prime 
thereafter. Any outstanding borrowings at September 30, 1981, con­
vert to term loans maturing in twelve quarterly installments commencing 
December 31, 1981.

The $100 million Agreement, repayable by 1984, was entered into in 
1976. Borrowings bear interest at 110% of: prime to February 1, 
1979; prime plus 14 percent to 1981; prime plus ½ percent thereafter. 
Outstanding borrowings mature in twenty quarterly installments com­
mencing May 1, 1979.

Informal understandings exist with respect to each Agreement that 
balances will be maintained equal to 10% of the line of credit or, at 
Asarco's option, fees paid in lieu of such balances. In addition under the 
$75 and $80 million Agreements, balances will be maintained equal to 
5%  of the borrowings or, at Asarco's option, fees paid in lieu thereof.

Commitment fees of 14 percent per annum on the Agreements are 
payable on the unused portions. Asarco may terminate any of the above 
Agreements or reduce the commitments at any time.

(b) Proceeds from these borrowings have been committed to construc­
tion at the Company's El Paso, East Helena and Corpus Christi plants. At 
December 31, 1977, $53,470,000 had been expended from these 
funds. Remaining funds are included in the caption "Borrowed funds 
escrowed for construction."

(c )  At December 31, 1977, debt maturities were (in millions): 
1978— $8.1; 1979— $8.2; 1980— $8.8; 1981— $9.5; 1982— $9.2 
and $357.6 thereafter.

Various loan agreements contain covenants relating to 
maintenance of current assets at not less than 175% of cur­
rent liabilities, as defined under the terms of the loan agree­
ments, declaration of cash dividends and limitation of long­
term debt. Under the most restrictive covenants, current as­
sets were 195% of current liabilities at December 31, 1977, 
while retained earnings available for cash dividends 
amounted to $30.0 million.
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BAKER IN TER N ATIO N AL C O R P O R ATIO N  (SEP)

Long-term debt (Note 3)

1977 1976

($000)
$ 1 3 2 ,7 9 5  $ 1 0 6 ,1 3 4

Note 3: Indebtedness— Long-term debt at September 30, 
1977 and 1976 consisted of the following;

1977 1976
Unsecured 7 .8 0 %  debentures with 

minimum annual sinking fund 
paym ents of $ 1 ,1 0 0 ,0 0 0  to
begin in 1 9 8 0 .................................

Unsecured 7 .5 5 %  notes due in
1 9 8 7 ..................................................

Unsecured 9 .2 5 %  senior notes with 
minimum sem i-annual in sta ll­
ments of $ 6 7 0 ,0 0 0  to begin in
1 9 7 9 ..................................................

Unsecured 8 .7 5 %  senior notes with 
minimum annual installments of 
$ 3 ,3 0 0 ,0 0 0  to begin in 1 9 8 2 .. 

Unsecured loans under bank credit 
agreements with interest rang­
ing from prime rate to 1 1 5 %  of 
prime due $ 3 5 ,0 0 0  in 1979, 
$ 1 ,5 0 0 ,0 0 0  in 1 9 8 0 , 
$ 2 ,5 0 0 ,0 0 0  in 1981 and 
$ 3 ,0 0 0 ,0 0 0  in both 1982 and
1 9 8 3 ..................................................

Commercial paper with an average 
interest rate of 6 .2 1 %  at Sep­
tem ber 3 0 , 1 9 7 7 , effectively 
due, because of the backup line 
of credit, $ 3 ,6 0 8 ,0 0 0  in 1980, 
$ 6 ,0 1 2 ,0 0 0  in 1 9 8 1 , 
$ 7 ,2 1 5 ,0 0 0  in both 1982 and
1 9 8 3 ..................................................

Unsecured 5 .7 5 %  note payable in 
1 9 7 9 ..................................................

$ 20,000,000 $ 20,000,000 

2 5 ,0 0 0 ,0 0 0

20,000,000 20,000,000

20, 000,000

1 0 ,0 3 5 ,0 0 0  3 3 ,1 2 5 ,0 0 0

2 4 ,0 5 0 ,0 0 0  2 0 ,0 0 0 ,0 0 0

5 ,5 0 0 ,0 0 0  5 ,8 0 0 ,0 0 0
Other notes with an average in­

terest rate of 8 . 0 %  at Sep­
tem b er 3 0 , 1 9 7 7 , due
$ 1 ,9 0 8 ,0 0 0  in 1 9 7 9 ,
$ 1 ,3 4 2 ,0 0 0  in 1 9 8 0 ,
$ 1 ,1 4 3 ,0 0 0  in 1 9 8 1 ,
$ 2 ,5 2 9 ,0 0 0  in 1 9 8 2 ,
$ 4 7 4 ,0 0 0  in 1 9 8 3  and 
$ 8 1 4 ,0 0 0  th e re afte r................... 8 ,1 2 0 ,0 0 0  7 ,2 0 9 ,0 0 0

$ 1 3 2 ,7 9 5 ,0 0 0  $ 1 0 6 ,1 3 4 ,0 0 0

Aggregate maturities during the next five years are as fol­
lows:

Year ending September 30
1978 ......................................................................................... $ 4 ,5 9 8 ,0 0 0
1979 .........................................................................................  8 ,1 1 3 ,0 0 0
1980 .........................................................................................  8 ,8 9 0 ,0 0 0
1981 ...............................................................................................  1 2 ,0 9 6 ,0 0 0
1982 ...............................................................................................  1 8 ,4 8 3 ,0 0 0

Other than through required sinking fund payments, re­
demption of the 7.80% debentures (beginning in 1980) the 
9.25% senior notes (beginning in 1979) and the 8.75% senior 
notes (beginning 1982) can occur (generally without pre­
mium) by prepaying additional amounts up to an amount 
equal to the normal periodic installments. Redemption of the 
7.80% debentures may be further accelerated by paying a 
premium which decreases proportionately from 5.85% at 
September 30, 1977 until it is eliminated in March 1992. Re­
demption of the 9.25% senior notes may be further acceler­
ated commencing on July 1, 1979 by paying a premium 
which decreases proportionately from 6.6% at that date until 
it is eliminated in 1993. Redemption of 8.75% senior notes, 
issued in November 1976, may be further accelerated com­
mencing November 1, 1979 by paying a premium which de­
creases proportionately from 5.83% at that date until it is 
eliminated in 1985. Redemption of the 7.55% notes, issued in 
July 1977, may be made at the option of the Company, in 
whole or in part, on or after July 15 , 1984, at par plus accrued 
interest. All such prepayments with premium cannot be 
made, directly or indirectly, from proceeds of any indebted­
ness having an interest rate less than the rate applicable to 
the indebtedness being redeemed.

At September 30, 1977, the Company’s principal bank 
credit agreement provides for borrowings of up to 
$45,000,000 ($10,000,000 borrowed at that date), excluding 
the commercial paper backup facility described below, as 
revolving credit at 115% of prime. In addition, the agreement 
provides $20,000,000 reserved as backup for commercial 
paper which the Company may issue from time to time. The 
revolving credit and commercial paper provisions of the ag­
reement require a commitment fee ranging generally from 
½ % to 1% of the undrawn balances and the borrowings are 
due in July, 1979, at which time the Company may, at its 
option, convert the unpaid principal amounts into a term loan 
which would be payable in 1980 to 1983 and which would 
bear interest at 118% of prime plus ½ % to ¾ %. In connection 
with the agreement, there is an informal requirement for 
compensating balances of $1,000,000.

Additional lines of credit at September 30, 1977 include (a) 
$27,500,000 which bears interest at the prime rate, had un­
drawn balances of $27,465,000, had informal requirements 
for compensating balances of $2,000,000, and is repayable 
in 1979 and 1980; and (b) $20,000,000 of short-term lines of 
credit available in connection with bankers’ acceptance 
financing with undrawn balances of $17,278,000.

The provisions of the Notes, Debentures, Senior Notes and 
unsecured credit agreements limit, without prior written con­
sent, among other things, borrowings, sale of certain assets, 
payment of cash dividends and acquisitions of the Com­
pany’s capital stock. At September 30, 1977, retained earn­
ings of approximately $53,000,000 were not limited thereun­
der.

During 1977 and 1976 the maximum aggregate short-term 
borrowings outstanding at any month end was $16,073,000 
and $11,856,000, respectively, the average aggregate short­
term borrowings outstanding based on quarter end balances 
was $11,753,000 and $8,538,000, respectively, and the 
weighted average interest rates were 9% and 11%, respec­
tively. The average interest rates on short-term borrowings 
outstanding at September 30, 1977 and 1976 were 9% and 
12%, respectively.
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CYCLOPS CORPORATION (DEC) DIAMOND SHAMROCK CORPORATION (DEC)

1977 1976
($000)

1977
(In thousands)

1976

$39,621 $38,217

December 31,
1977 1976

(Dollars in Thousands)

$12,400

8,500

$15,500

10,000

9,012 10,108

Liabilities and Shareholders' Equity 
Long-term debt (Note 4 ) .................

Note 4: Long Term Debt

Payable to insurance companies: 
6⅝ %  Notes, payable through

1981.......................................
5⅝ %  Notes, payable through

1981.......................................
8½%  Subordinated notes, pay­

able through 1984 (less un­
amortized discount based on 
imputed interest rate of 
1 3 % _ 1 9 7 7 ,  
$ 4 4 1 ,0 0 0 — 1976,
$566,000) .............................

5½ %  Notes, payable through 
1984 (less unamortized dis­
count based on imputed in­
terest rate of 10%— 1977, 
$ 2 8 3 ,0 0 0 — 1976,
$364,000) .............................

5¼ %  Notes, payable through
1978.......................................

Payable to banks:
Prime plus ¾ %  notes, payable

through 1979 ........................
Payable to others:

6⅞ %  Environmental and Indus­
trial Development Bonds, 
payable 1988 through 1997 

6%  Mortgage, payable through
1986.......................................

Other mortgaged debt, payable 
through 2000 ........................

Less— Amounts payable in one 
year.........................................

T h e  a g g re g a te  a n n u a l principal p ay m e n ts  for th e  five  yea rs  
s u b s e q u e n t to D e c e m b e r 3 1 , 1 9 7 7  are : 1 9 7 8 — $ 7 ,5 7 4 ,0 0 0 ,  
1 9 7 9 — $ 6 ,7 3 5 ,0 0 0 , 1 9 8 0 — $ 6 ,6 5 7 ,0 0 0 , 1 9 8 1 — $ 9 ,1 6 9 ,0 0 0 ,  
1 9 8 2 — $ 2 ,0 8 2 ,0 0 0 .

T h e  loan  a g re e m e n ts  con ta in , a m o n g  o th er th ings, provi­
s ions reg ard ing  m a in te n a n c e  o f w ork ing  cap ita l a n d  p ay m e n t  
of cash  d iv id end s. W o rk in g  cap ita l a t D e c e m b e r 3 1 ,  1 9 7 7  and  
1 9 7 6  w a s  sub stan tia lly  in e x c e s s  o f th e  m in im u m  req u ire ­
m e n t a n d  th e  a m o u n t o f re ta in e d  e a rn in g s  a v a ila b le  for p ay ­
m e n t o f cash  d iv id en d s  at e a c h  d a te  w a s  $ 2 4 ,6 3 1 ,0 0 0  and  
$ 2 1 ,6 9 1 ,0 0 0 , resp ective ly .

T h e  n o tes p a y a b le  to  b an ks  a t p rim e  plus ¾ %  in teres t a re  
c o lla te ra lized  by C y c lo p s ’ s tock in ves tm en ts  in its subsid iary , 
B usy B e a v e r B uild ing C e n te rs , Inc. T h e  6 %  m o rtg ag e  and  
th e  “o th er m o rtg ag e d  d e b t” is c o lla te ra lize d  by certa in  p rop­
erty , p lan t and  e q u ip m e n t of th e  C o m p a n y .

$255,139 $225,321
540,497 428,730

41,629 39,226

12,429 13,632

4,964

500

521

5,562

800

780

Total current liabilities.....................
Long-Term Debt.................................
Long-Term Capital Lease Obligations 
Advances for Gas Exploration and 

Development, etc........................

F IN A N C IA L  S U M M A R Y

(D o lla r am o u n ts  in tab le s  a re  in th o u san d s , e x c e p t p er  
s h are )

Long-Term Debt— A t D e c e m b e r 3 1 , 1 9 7 7  th e  C o m p an y  
rec lassified  $ 6 9 ,5 6 8 ,0 0 0  of sho rt-te rm  b orrow ings, all o f th e  
C o m p a n y ’s d o m estic  sh o rt-te rm  b orro w in gs then  o u ts tan d ­
ing, to lon g-term  debt. S u ch  rec lassification  is b as e d  upon  
th e  C o m p a n y ’s intention to  re fin a n c e  th e s e  am o u n ts  on a  
lon g-term  basis  and  its ability  to  do  so u n d er its ex isting  B ank  
C red it A g re e m e n t (s e e  C red it A rra n g e m e n ts ).

In D e c e m b e r 1 9 7 6 , th e  C o m p a n y  o ffe red  $ 1 2 5 ,0 0 0 ,0 0 0  of 
7 .7 0 %  S inking  Fun d  D e b e n tu re s  d u e  D e c e m b e r 15 , 2 0 0 1 .  
T h e  p ro c e e d s  o f th e  D e b e n tu r e s  w e r e  r e c e iv e d  
$ 1 1 8 ,2 5 0 ,0 0 0  on  J a n u a ry  4 , 1 9 7 7  a n d  th e  re m a in in g  
$ 6 ,7 5 0 ,0 0 0  on April 6 ,  1 9 7 7 . O f th e  p ro ce e d s  re ce ived  by th e  
C o m p a n y  on J a n u a ry  4 , 1 9 7 7 , $ 1 0 0 ,7 0 6 ,0 0 0  w a s  u sed  to 
retire  all o f th e  C o m p a n y ’s d o m estic  sh o rt-te rm  borrow ings  
then  o u ts tan d ing , a n d  accord in g ly  th a t a m o u n t h as  b ee n  in­
cluded  as  lon g-term  d eb t in th e  1 9 7 6  con so lid ated  financia l 
s ta te m e n ts . T h e  b a la n c e  o f th e  p ro c e e d s  re c e iv e d  w a s  
ad d ed  to  th e  g e n e ra l fun ds of th e  C o m p a n y .

In O c to b e r 1 9 7 6 , in a c c o rd a n c e  w ith  th e  in d en tu re  provi­
sions, th e  C o m p a n y  ca lled  its 3 ⅜ %  S in k ing  Fun d  D e b e n tu re s  
for re d em p tio n . T h e  call w a s  co m p le ted  on N o v e m b e r 3 0 , 
1 9 7 6 .

8,000 — 1977 1976
1,398 1,461 Sinking Fund Debentures

4⅝%  due 1986-1987 .............. $ 5,231 $ 15,579
1,900 1,266 7 ¾ %  due 1978-1994 .............. 40,415 42,725

8¼%  due 1979-1996 .............. 60,000 60,000
47,195 45,477 9%  due 1984-1999................... 75,000 75,000

9 ⅛ %   due 1985-2000 .............. 100,000 100,000
7,574 7,260 7.70%  due 1986-2001 ............ 125,000 100,706

$39,621 $38,217 Notes
4 .65%  due 1978-1989.............
4⅞ %  due 1978-1987 ..............

Pollution control/Industrial revenue
financings......................................

Other loans.........................................
Short-term debt to be refinanced ..

Less— Due within one year.............

18,000
3,750

22,456
27,443
69,568

$546,863
6,366

$540,497

19,500
4,125

4,342
13,650

$435,627
6,897

$428,730

T h e  a g g re g a te  m aturities  of o u ts tan d ing  lon g-term  d eb t 
during  th e  n ex t five y e a rs  a re  as  follow s: 1 9 7 8  —  $ 6 ,3 6 6 ,0 0 0 ,  
1 9 7 9  —  $ 9 ,5 6 7 ,0 0 0 ,  1 9 8 0  —  $ 9 ,7 4 8 ,0 0 0 ,  1 9 8 1  —  
$ 9 ,6 9 8 ,0 0 0  and  1 9 8 2  —  $ 9 ,5 8 9 ,0 0 0 .
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GULF & WESTERN INDUSTRIES, INC. (JUL)
1977 1976

Deferred Liabilities...........................  $238,261,000 $201,723,000
Long-Term Debt, less current

maturities— Notes A and E ......  1,347,980,000 1,006,960,000
Minority Interest................................ 154,959,000 108,596,000
Convertible Subordinated Debt—

Note E ........................................... 308,478,000 369,044,000

Note A (in part): Significant Accounting Policies
Unamortized Debt Discount— Debt discount is amortized 

over the term of the related debt using the interest method. 
Note E—Long-Term and Convertible Subordinated Debt

1977 1976
Long-term debt includes:
Notes payable to institutional inves­

tors, interest 5% to 11%, av­
eraging approximately 7 .9% ,
due 1978 to 2002...................... $

6%  subordinated debentures due
1978 to 1988..............................

7%  subordinated debentures due 
2003, net of unamortized dis­
count of $66,748,000 at July 
31, 1977 and $47,443,000 at 
July 31, 1976 (effective interest
rates of 10% to 14% )..............

5%  debentures due 1979 to 1988, 
convertible into common stock 
of the Company at $19.46 a
share..............................................

Notes payable to banks due 1978 to 
1999:
Interest at or above (primarily 

½%  to ¾ % )  the prevailing
prime rates............................

Interest 1/2 %  above the prevail­
ing prime rates, with effec­
tive interest limited to a 
maximum of 7½%  to 8¼%  
from date of note to date of
interest payment...................

Interest at 115% to 122% of 
the prevailing prime rates .. 

Interest 6%  to 12¼% , averag­
ing approximately 8¼% ... .  

Other notes and debentures, in­
terest 3%  to 12%, averaging 
approximately 8 .3% , due 1978 
to 2027, net of unamortized dis­
count of $6,526,000 at July 31, 
1977 and $1,120,000 at July 
31, 1976......................................

293 ,394 ,000$  233,580,000  

46,555,000 47,128,000

135,264,000 83,579,000

45,884,000 45,884,000

71,269,000 73,175,000

110,000,000 100,000,000 

57,000,000 47,500,000

361,496,000 226,256,000

Less current maturities.

319,468,000 211,362,000
,440,330,000 $1,068,464,000  

92,350,000 61,504,000
,347,980,000 $1,006,960,000

Convertible subordinated debt in­
cludes:

5 ½ %  debentures, due 1992 and 
1993, convertible into common 
stock of the Company at $20.49  
a share, may be redeemed at
103½%  of face ......................... $

5¼%  debentures and notes, due 
1980 to 1989, convertible into 
common stock of the Company 
from $15.75 to $17.14 a share, 
may be redeemed at 102.7%  of
face...............................................

5 ½ %  notes, due 1979 to 1987, 
convertible into $2.50 Series D 
convertible preferred stock at 
$87.50 a share, may be re­
deemed at 104.14%  of face ...

275 ,350 ,000$  335,872,000

13,128,000 13,172,000

20,000,000 
308,478,000 $

20 , 000,000
369,044,000

Maturities of long-term and convertible subordinated debt 
during the five years ending July 31, 1982, are:

1978 .................................................................................  $ 92,350,000
1979 .................................................................................  86,845,000
1980 .................................................................................  105,335,000
1981 ....................................................................................  134,480,000
1982 .................................................................................  193,552,000

The Company has complied with restrictions and limita­
tions required under terms of various loan agreements. Con­
solidated retained earnings unrestricted as to the payment of 
cash dividends at July 31, 1977 was $122,000,000.

Assets and liabilities recorded under capitalized lease obli­
gations are not material.

The conversion prices of convertible debt are subject to 
anti-dilution provisions.

HARNISCHFEGER CORPORATION (OCT)

1977 1976
Deferred Income Taxes...................  $ 2,331,021 $ 2,058,066
Long-Term Debt.................................  132,867,749 88,204,684
Capitalized Lease Obligations.......... 1,152,242 —
Minority Interest................................ 8,742,272 11,431,894

FINANCIAL NOTES
Note 4: Long-Term Debt and Bank Credit Lines— A sum­

mary of long-term debt, excluding current installments, is as



190 Section 2: Balance Sheet

follows:

(Thousands of Dollars) 
October 31,

Prom issory Notes
1977 1976

4 ½ %  note due 1978 .................
6 %  note due $ 4 7 0 ,0 0 0  annu­

ally to 1979 and $ 5 4 0 ,0 0 0

$ - $ 100

in 1 9 8 0 ......................................
9 %  notes due $ 1 ,0 0 0 ,0 0 0  an­

nually to December, 1981 
and $ 2 ,0 0 0 ,0 0 0  annually 
th e re a fte r  to D e ce m b er,

1 ,01 0 1,48 0

1 9 9 1 ...........................................
Less; Unamortized discount 
resulting in an effective in­
terest rate of 9 . 7 7 % ..........

2 4 ,0 0 0

(894)

2 5 ,0 0 0

(984)
9 ⅞ %  notes due $ 3 ,7 5 0 ,0 0 0  

annually 1 9 8 0 -1 9 9 1 , and
$ 5 ,0 0 0 ,0 0 0  in 1 9 9 2 ............

8 ⅞ %  notes due a n n u a lly , 
$ 2 ,2 5 0 ,0 0 0  in 198 1 -1 9 8 6 , 
$ 2 ,7 0 0 ,0 0 0  in 1 9 8 7 -1 9 9 2 , 
$ 4 ,9 5 0 ,0 0 0  in 1 9 9 3 -1 9 9 4 ,

5 0 ,0 0 0 5 0 ,0 0 0

and $ 5 ,4 0 0 ,0 0 0  in 1 9 9 5 ... 4 5 ,0 0 0 —

Eurodollar Revolving Credit Note, 
due $ 1 0 0 ,0 0 0  sem i-annually to

1 1 9 ,1 1 6 7 5 ,5 9 6

M arch, 1979, currently 7¾ % . 
Notes, in German m arks, issued by 

a German subsidiary—
Bank notes, due $ 1 ,7 3 2 ,8 0 0  in 

f is c a l 1 9 7 9  and

100 300

$ 1 0 ,3 9 6 ,8 0 0  in fiscal 1980 
M inority shareholder subordi­

nated lo an , due in f isca l

1 2 ,1 3 0 12,3 0 9

1 9 8 1 ...........................................
M ortgage Loan, in rands, issued by 

a South African subsidiary, due 
$ 1 1 5 ,2 2 0  annually to August,

1,061

1982, currently 1 4 % ................. 461 —

$ 1 3 2 ,8 6 8 $ 8 8 ,2 0 5

In December, 1976, the Corporation entered into note 
purchase agreements with four institutional lenders, for the 
sale of its 8⅞ % Promissory Notes due 1981-1995 in the 
aggregate amount of $45 million; $17.5 million of the notes 
were issued in December, 1976 and $27.5 million in March,
1977.

Under the most restrictive terms of the Corporation’s long­
term loan agreements, the amount available for cash div­
idends and restricted investments approximated 
$17,300,000 at October 31, 1977.

Installments payable to holders of the long-term debt dur­
ing the five years ending October 31, 1982 are $2,752,000, 
$3,418,000, $15,802,000, $8,177,000 and $7,115,000, re­
spectively.

The Corporation borrows, at prime interest rates, 7% at 
October 31, 1977, from six banks on a short-term unsecured 
basis under lines of credit the amounts of which are adjusted 
from time to time in line with the Corporation’s needs. As of 
October 3 1 , 1977, the total amount of such lines of credit was 
$30,000,000. The weighted average amount of these short­

term bank notes outstanding during the year ended October 
31, 1977 was $3,526,000 and the related weighted average 
interest rate was 6.8%. The maximum amount of the Corpo­
ration’s short-term bank notes outstanding during the period 
was $15,000,000.

The Corporation is expected to maintain satisfactory cash 
balances with its lending banks; currently such balances ap­
proximate 15% of its total lines of credit, an amount normally 
necessary to meet the Corporation’s operating requirements. 
There are no legal restrictions on these or any other collected 
balances, all of which are fully available to the Corporation for 
use at all times.

Consolidated subsidiaries borrow under local short-term 
bank lines, and under German bank term-loan agreements; 
there are no compensating balance requirements. As of Oc­
tober 31, 1977, the total amount of such long-term and short­
term bank credit lines was $29,600,000, the outstanding bor­
rowings were $13,006,000 under the short-term lines and 
$12,996,000 under the German term-loan lines, and the 
weighted average interest rate was 6.7%, both on the short­
term bank loans and the term loans. The weighted average 
amount of such aggregate bank borrowings during fiscal year 
1977 was $26,480,000, the maximum amount outstanding at 
any month-end was $28,687,000, and the weighted average 
interest rate was 6.8%.

G. C. MURPHY COMPANY (JAN)

1978 1977
Total current lia b ilit ie s ......................  $ 7 6 ,6 3 4 ,0 0 0  $ 6 7 ,7 7 6 ,0 0 0
Long-term debt (Note 4 ) ...................  4 6 ,5 0 2 ,0 0 0  4 9 ,4 9 1 ,0 0 0
Deferred income taxes (Note 9 ) . . . .  1 6 ,9 2 5 ,0 0 0  1 5 ,7 3 4 ,0 0 0

Total lia b ilit ie s ...............................  $ 1 4 0 ,0 6 1 ,0 0 0  $ 1 3 3 ,0 0 1 ,0 0 0

Note 4: Long-Term Debt—At January 26, 1978, long-term 
debt comprised:

7⅜ %  Sinking Fund Debentures due
1 9 8 1 - 9 6 .......................................

9 %  N otes due in in sta llm e n ts
1982-91 ...........................................

5 ¼ %  to 6 %  Capitalized lease obli­
gation due 1983-98  .....................

9 %  Note due in in sta llm e n ts
through 1986 .................................

8 ⅜ %  M ortgage note due in in­
stallments through 2001 ............

7 %  Capitalized lease obligation due 
through 200 7  .................................

$ 2 3 ,9 8 2 ,0 0 0

10,000,000

4 ,0 0 0 ,0 0 0

4 , 1 67, 000

3 , 8 1 5 ,000

5 3 8 ,0 0 0
$ 4 6 ,5 0 2 ,0 0 0

The various loan agreements contain certain restrictive 
covenants which, among other things, require the mainte­
nance of specified levels of working capital and limit payment 
of dividends, sale and leaseback arrangements, acquisition 
and disposition of subsidiaries and issuance of additional 
long-term debt. At January 26, 1978, income retained in the 
business in the amount of $16,377,000 was free of restric­
tions.

Property and equipment with an original cost of $7,757,000 
is pledged as collateral for the capitalized lease obligations 
and mortgage note.
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The aggregate amounts of long-term debt which will be­
come due during the next 5 fiscal years are: 1978, $614,000; 
1979, $619,000; 1980, $625,000; 1981, $2,112,000; 1982, 
$3,137,000.

INTERNATIONAL MINERALS & CHEMICAL 
CORPORATION (JUN)

Long-term debt, less current 
maturities......................................

1977
(In millions) 

$387.0

1976

$389.5

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

(Dollars in millions except per share amounts)
Long-term Debt— Long-term debt at June 30, 1977 and 

1976, was as follows:

9.35%  debentures due 2000 in an­
nual installments of $6.5 mil­
lion, beginning 1986, with final 
payment of $9.0 million in 2000 

7.45%  promissory notes due 1994 
in annual installments of $7.5 
million, beginning 1978, with 
final payment of $20 million in
1994..............................................

8 .25%  promissory notes due 1988 
with quarterly payments averag­
ing $ 2 .3  million, beginning
1982 ....................................

Variable interest notes due 1982
(1977— 8.1% ; 1976— 8.7% ) 
at 120% of prime with quarterly 
payments averaging $1.5 mill­
ion .................................................

7 .75%  industrial development rev­
enue bonds due 2001 in equal 
annual installments of $.8 mil­
lion, beginning 1992 .................

4%  convertible subordinated de­
bentures due in 1991 ................

4 .5%  subordinated debentures due
in 1991.........................................

Variable interest note (6.75% ) due
1983 at prime with quarterly
payments of $.3 million, begin­
ning 1978 and increasing to $.8  
million in 1980 ...........................

Capital lease obligations.................
Other (5 .0%  to 9.75% ) due 1978 

to 1990.........................................

Less current maturities....................

1977

$ 100.0

140.0

52.0

29.1

8.5

7.5

7.6

13.5 
19.1

29.6 
406.9

19.9
$387.0

1976

$100.0

140.0

52.0

34.0

8.5

11.8

7.9

20.6

24.6
399.4

9.9
$389.5

The capital stock of New Wales Chemicals, Inc. (formerly 
IMC Chemicals Corp.) and its rights under certain contracts 
including long-term sales arrangements covering a substan­
tial portion of output of its phosphate chemical facility, serve 
as collateral for the 8.25 percent and the variable interest 
notes; IMC is obligated to purchase the notes in the event of 
default in payment by New Wales Chemicals.

The 7.75 percent industrial development revenue bonds 
are limited obligations of The Industrial Development Board 
of the City of Bridgeport, Alabama, and are guaranteed by 
IMC. The bonds are redeemable at prices ranging from 103 
percent in 1986 to 100 percent in 1992.

The 4 percent convertible subordinated debentures require 
annual sinking fund payments of approximately $1.9 million. 
As of June 30, 1977, IMC held a total of $12.1 million princi­
pal amount of these debentures which may be applied toward 
any sinking fund payment. The debentures are currently con­
vertible into common stock at $37.98 per share and are re­
deemable at prices ranging from 102.70 percent in 1977 to 
100 percent in 1986 and thereafter. In 1977 and 1976, $4.3 
million and $22.9 million principal amount were converted 
into 113,666 and 600,717 common shares, respectively.

The 4.5 percent subordinated debentures may be con­
verted at any time for cash at the rate of $662 per $1,000 
principal amount of debentures. Annual sinking fund pay­
ments of $1 million are required from 1978 through 1990. At 
June 30, 1977, a total of $3.3 million had been purchased 
and $7.4 million had been converted, all of which may be 
applied toward any sinking fund payments.

Maturities of long-term debt, excluding capital lease obliga­
tions, in millions for the next five years, assuming application 
of purchased 4 percent convertible debentures and pur­
chased and converted 4.5 percent debentures to the earliest 
sinking fund payments, are as follows: 1978— $18.3; 
1979—$19.8; 1980—$23.1; 1981—$22.2; 1982—$22.3.

Certain debt agreements require maintenance of $120 mil­
lion consolidated working capital and restrict the payment of 
dividends and purchase, retirement, or redemption of capital 
stock. Consolidated retained earnings not restricted under 
these provisions amounted to $225 million at June 30, 1977.

QUAKER STATE OIL REFINING CORPORATION 
(DEC)

Total current liabilities.....................
Long-term debt, less current in­

stallments (Note 4 ) .....................
Deferred income taxes and invest­

ment credit...................................
Total liabilities......................

Note 4: Long-Term Debt— Long-term debt consisted of:

1977 1976
($000)

$ 51,287 $ 49,034

91,477 86,993

42,546 32,746
$185,310 $168,773

The 9.35 percent debentures are redeemable at the option 
of IMC at prices ranging from 108.882 percent at June 30, 
1977, to 100 percent in 1995 and thereafter.
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December 31

1977 1976

Thousands of Dollars
9 %  Sinking Fund Debentures due 

August 1995 (annual s inking 
fund payments of $ 1 ,2 5 0 ,0 0 0
commence in 1 9 8 0 ) ..................... $ 2 5 ,0 0 0 $ 2 5 ,0 0 0

Collateralized notes............................. 3 0 ,4 5 9 2 2 ,7 6 0
Revolving Credit A greem en t............ 2 5 ,0 0 0 2 0 ,0 0 0
5¾ %  Note payable in annual in­

stallments of $ 6 0 0 ,0 0 0  to 1986 5 ,8 0 0  6 ,4 0 0
6 ¾ %  Federal ta x-fre e  industrial 

revenue debt payable in quar­
terly installments of $ 1 5 6 ,2 5 0
to 1 9 8 4 ............................................ 4 ,2 1 9 4 ,8 4 3

7 14%  Serial D ebentures................... 3,281 3,411
Others, 6 %  to 7¾ % ,  due in va ri­

ous installments to 1 9 8 7 ............  8 ,2 7 2  7 ,5 5 0

102,031 8 9 ,9 6 4
Less payments due within one year 1 0 ,5 5 4 2,971

$ 9 1 ,4 7 7 $ 8 6 ,9 9 3

The collateralized notes relate to the expansion of the 
Donaldson Mines and provide for borrowings up to 
$33,000,000 with interest at 7.9% plus a 10% interest sur­
charge. The interest rate may vary depending upon rates 
charged by the bank participating in the financing of the proj­
ect. The notes are 8 and 20 year notes for $12,335,000 and 
$18,124,000 respectively, and are payable in equal monthly 
installments of principal and interest which commenced Sep­
tember 1, 1977. The notes are collateralized by the pledged 
stock and substantially all the assets ($32,000,000 at De­
cember 31, 1977) of the Donaldson Mine Company, a sub­
sidiary of The Valley Camp Coal Company, and assignment 
of all rights under the long-term coal sales agreement. An 
amount sufficient to repay the notes will be recoverable 
through the coal sales agreement. The coal purchasers, 
under certain conditions of default, may terminate the con­
tract and acquire the assets or stock of the Donaldson Mine 
Company. The notes are an obligation of the Donaldson Mine 
Company and are not guaranteed by Valley Camp or Quaker 
State.

On January 1, 1978, Valley Camp converted the interim 
loans of $25,000,000 under the revolving credit into a term 
loan, bearing interest at 1 ¼ %  over the bank’s prime rate, and 
payable in 20 quarterly installments of $1,250,000 plus in­
terest beginning in 1978. Additionally, the loan is subject to a 
principal repayment escalation clause based on earnings in 
excess of established limits.

The 7¼ % Serial Debentures are payable annually in in­
creasing amounts of $138,000 in December 1978 to 
$368,000 in December 1992. Annual receipts from an iron 
ore pellet handling facility are pledged as collateral for the 
debentures. The debentures are an obligation of one of Val­
ley Camp’s subsidiaries and not guaranteed by Quaker State 
or Valley Camp.

Under the most restrictive covenants of debt instruments, 
cash dividends may not be paid or capital stock purchased if 
such action would reduce retained earnings or working capi­
tal below stipulated amounts. At December 31, 1977, 
$47,000,000 was free from these restrictions.

At December 31, 1977, the Company had additional un­
used lines of credit aggregating $37,500,000 whereby banks

provide for borrowings at the prime rates in effect at the re­
spective banks. Under informal agreements with these 
banks, the Company maintains bank compensating bal­
ances, $1,450,000 at December 31, 1977, which are not re­
stricted as to use.

WHITTAKER CORPORATION (OCT)

Total Current L ia b ilit ie s ...............

Long-Term Debt (Note 4 ) ............

Minority Interest in Subsidiaries

1977 1976

($000)
$ 1 7 4,181 $ 1 3 7 ,1 8 4

1 3 7 ,6 8 9  1 7 5,673

4 ,5 0 2  3 ,9 7 6

Note 4: Notes Payable and Long-Term Debt—At October 
31, 1977, Whittaker had available under a bank loan agree­
ment a line of credit of $50,000,000 through November, 
1980, decreasing to $37,500,000 through November, 1981, 
and to $25,000,000 through May, 1982. None of this line was 
drawn upon at October 31, 1977. Interest under the loan is at 
the prime rate through November, 1978, increasing to ¼ % 
above prime through November, 1979, and ½ % above prime 
through May, 1982. Whittaker has the option, under the 
agreement, to borrow at rates 1% above the London Inter­
bank Offered Rate through November, 1978. In addition, the 
company is expected to maintain unrestricted compensating 
balances averaging 10% of amounts committed, plus 10% of 
amounts borrowed (5% if borrowed at the London Interbank 
Offered Rate) and pays an annual agent’s fee of ⅛ % of 
amounts committed and a commitment fee of ½ % per annum 
on the unused portion of the line.

The other notes payable to banks of $18,594,000 have 
interest rates ranging from 4⅞ % to 10¼ % (the upper range 
being attributable to notes of Whittaker’s foreign sub­
sidiaries). The average interest rate at October 31, 1977 on 
notes payable to banks (after giving effect to fees but not 
compensating balances) is 10.2%.

The maximum amount of short-term borrowing outstanding 
at any month-end during the year ended October 31, 1977, 
was approximately $33,000,000, the average amount out­
standing during 1977 was approximately $18,000,000 and 
the average interest rate (after giving effect to fees but not 
compensating balances) during 1977 was approximately 
9.0%.

Long-term debt consisted of the fol­
lowing:

Collateralized debt—
Notes collateralized by certain re­

ceivables, real property, equip­
ment and other assets, maturing 
at various dates to 1993, with 
interest rates ranging to 1 0 ½ %  

Capitalized lease obligations—  
O b lig a t io n s  p a y a b le  in v a ry in g  

m onthly or quarterly  in sta ll­
ments through 1997, with in­
terest rates ranging to 1 5 %  
(Note 1 1 ) .........................................

October 31

1977 1976

$ 1 0 ,9 8 6 $ 11,5 55

12,921 15,1 8 8
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Uncollateralized debt—
Bank term loan due 1978 to 1980 

with interest at prime rate plus
1 % ..................................................... 3 2 ,0 0 0

Bank loan due 1982 with interest at
8 ½ % ................................................ 1 0 ,0 0 0

Notes maturing at various dates to 
1991, with interest rates rang­
ing to 9 ½ % .................................... 9 ,4 1 5 13,8 26

Notes due 1977 to 1980 with va ri­
ab le  in te re st ke ye d  to the 
three-month Eurodollar rate plus
1 ½ % ................................................ 4,941

Subordinated debt—
5 %  subordinated notes due 1978 

through 1982 ................................. 3 ,1 9 3 3 ,8 4 9
9⅝ %  subordinated debentures due 

1981 through 1993 ..................... 2 0 ,0 5 5 2 0 ,0 5 5
1 0 %  subordinated debentures due 

1978 through 1988 ..................... 1 6 ,8 8 4 1 6,8 84
1 0 %  subordinated debentures due 

1986 through 1996 (less un­
a m o rtize d  d isco u n t of 
$ 2 ,5 4 1 ,0 0 0  at O ctober 3 1 , 
1977 and $ 2 ,7 1 0 ,0 0 0  at Oc­
tober 3 1 , 1976) (Note 6 ) .......... 3 3 ,6 2 3 3 3 ,4 2 5

Note payable in equal annual in­
stallm ents through 1978 with 
variable interest keyed to the 
three-month Eurodollar rate plus 
1 % ..................................................... 3 ,6 0 0

Subordinated notes maturing 1979, 
with interest rates ranging to
8 % ..................................................... 338 502

Convertible subordinated debt—  
4 ½ %  convertible subordinated de­

b en tu res due 1 9 7 8  through 
1988, convertible into common 
stock at $47 per s h a r e .............. 8 ,1 9 8 1 0,0 28

Convertible subordinated notes due 
1979 to 1981, convertible into 
common stock at $15 per share, 
with variable interest keyed to 
the three-month Eurodollar rate 
plus 1 %  (at October 31, 1977 
the three-month Eurodollar rate 
w as approxim ately 7 ¼ % ) ......... 1 5 ,0 0 0 1 5,0 00

4 ¾ %  convertible subordinated de­
b en tu res due 1 9 7 7  through  
1987, convertible into common 
stock at $17 per s h a r e .............. 1 ,35 5 1 ,54 4

4 ½ %  c o n v e rt ib le sub o rd in a ted  
prom issory note due 1988, con­
vertible into common stock at 
$18 per s h a r e ............................... 500 500

1 4 2 ,4 6 8 1 8 2 ,8 9 7
Less current m aturities...................... 4 ,7 7 9 7 ,2 2 4

$ 1 3 7 ,6 8 9 $ 1 7 5 ,6 7 3

At October 31, 1977, collateral for notes payable and for 
long-term debt, consisting primarily of receivables, real prop­
erty and equipment, amounted to approximately 
$15,000,000.

Long-term debt issued by subsidiaries of Whittaker and 
included in the above table amounted to $34,302,000 at Oc­
tober 31, 1977 and $37,302,000 at October 31, 1976.

During 1977, Whittaker, in connection with future sinking 
fund requirements, acquired $2,019,000 principal amount of 
its various outstanding debentures which resulted in a gain of 
$632,000 on early extinguishment of debt.

A consolidated foreign subsidiary of Whittaker owned 
$5,081,000 principal amount of Whittaker’s 4½ % convertible 
subordinated debentures due 1988 at October 31, 1977 and 
1976, $607,000 principal amount of Whittaker’s 4¾ % conver­
tible subordinated debentures due 1987 at October 31, 1977 
and 1976, $900,000 and $1,900,000 principal amount of 
Whittaker’s 10% subordinated debentures due 1988 at Oc­
tober 31, 1977 and 1976, respectively, and $4,622,000 prin­
cipal amount of Whittaker’s 9⅝% subordinated debentures 
due 1993 at October 31, 1977 and 1976. These amounts 
have been eliminated in consolidation.

Maturities of long-term debt were as follows for the periods 
stated:

Year ending October 3 1 , (In thousands)

1978 .........................................................................................  $ 4 ,7 7 9
1979 .........................................................................................  5 ,9 4 8
1980 .........................................................................................  11 ,0 12
1981 .........................................................................................  14 ,4 15
1982 .........................................................................................  2 1 ,8 9 0

Covenants in connection with bank loan agreements, in­
dentures, lines of credit, other long-term loan agreements 
and preferred stock impose restrictions with respect to, 
among other things, the payment of dividends, maintenance 
of financial ratios, and redemption of capital stock, and re­
quire payments to sinking funds.

CREDIT AGREEMENTS

As shown in Table 2-26, many of the survey companies 
disclosed the existence of loan commitments from banks or 
insurance companies for future loans. Examples of such loan 
commitments follow.

AEL INDUSTRIES, INC. (FEB)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5: Short-term borrow ings— During fiscal 1977, 
aggregate short-term borrowings averaged $1,642,000 at an 
average interest rate of 9.0% and did not exceed $2,217,000 
at any month-end. During fiscal 1976, aggregate short-term 
borrowings averaged $5,059,000 at an average interest rate 
of 9.5% and did not exceed $6,400,000 at any month-end.

Under the terms of a line of credit available to the Company 
at February 25, 1977, the Company was permitted to borrow 
funds or obtain letters of credit not to exceed a total of $8 
million. Related borrowings of $3 million bear interest at 1¾ % 
above the prevailing prime interest rate and expire on June 
30, 1977. Borrowings of $2 million bear interest at 2% above 
the prevailing prime interest rate; expire on February 28 , 1978; 
are convertible, at the Company’s option, into a five-year 
term loan and require a commitment fee of ½  of 1% on the 
unused portion. As a result of the Company’s receipt of a 
significant purchase order from a customer, the credit
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TABLE 2-26: CREDIT AGREEMENTS

Type of Agreement
1977 1976 1975 1974

Revolving credit...................... 127 157 198 200
O t h e r ......................................... 386 287 277 281
Total Disclosures................... 513 444 475 481

Number of Companies
Disclosing credit agreement. 
Not disclosing such

418 382 385 389

agreement ........................ 182 218 215 211
Total ....................................... 600 600 600 600

Compensating B a la n c e s ....... 272 259 274 255

agreement has been amended to provide an additional $3 
million of borrowing availability at 2% above the prevailing 
prime interest rate and to extend the expiration date of all 
lines of credit to October 31, 1978 to the extent specifically 
needed by the Company to finance production of the purch­
ase order referred to above. The provisions of the credit ag­
reement prohibit the Company from paying cash dividends. 
The lines are collateralized by receivables, including unbilled 
amounts, and inventories aggregating approximately 
$14,700,000 at February 25, 1977.

At February 2 5 , 1977, the only utilization of the line of credit 
was represented by letters of credit amounting to $4,809,000 
of which $4,500,000, together with $2,646,000 of the Com­
pany’s marketable securities, provide a guarantee and col­
lateral for a $7,146,000 letter of credit issued by an unrelated 
lender to secure the repayment of a $7,146,000 advance 
deposit made by a customer on future deliveries and service 
associated with the purchase order referred to above.

THE AMERICAN SHIP BUILDING COMPANY (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7 (in part): Long-term Debt: The Company, on July
2 1 , 1977, entered into a $20,000,000 credit agreement with a 
group of banks. From inception through July 30, 1980, the 
new credit arrangement operates as a revolving credit facility. 
At any time up to July 30, 1980, the Company, at its option, 
may convert the agreement, up to the amount of the com­
mitment, to a term loan to be repaid in sixteen equal quarterly 
installments.

Interest under the revolving credit agreement is to be com­
puted at the prime commercial rate through June 3 0 , 1978; at 
the prime rate plus ¼  of one percent from July 1, 1978 to 
June 3 0 , 1980; and on the term loan, if any, at the prime rate 
plus ½  of one percent.

During the period of revolving credit, the Company is obli­
gated to pay a commitment fee equal to ½  of one percent per 
year on the daily average unused amount of the available 
commitment. This fee amounted to $19,000 for 1977.

Unless the banks’ advance approval is received, the credit 
agreement provides, among other things, for restrictions on 
additional borrowings, limits the amount of fixed asset ex­
penditures, establishes maximum levels of contingent

liabilities, guarantees, and leases; and requires the mainte­
nance of certain specified working capital, debt-to-net worth 
ratios, interest-lease payment coverage, and net-worth 
levels. In addition, the future payment of cash dividends on 
common shares is limited to 40 percent of net earnings after 
preferred dividends. As of September 30, 1977, the Com­
pany was in compliance with the credit agreement provisions.

In connection with the credit agreement, the Company has 
agreed to maintain compensating balances, which are not 
legally restricted, at the various banks equal to ten percent of 
the total commitment and ten percent of the amount bor­
rowed and outstanding during the revolving credit period, and 
an amount equal to twenty percent of the outstanding indebt­
edness during the term loan period.

At the Company’s request, $5,000,000 in lines of credit 
were terminated upon establishment of the new credit 
agreement. There were no short-term borrowings during
1977. During 1976, short-term borrowings were $3,300,000 
at 6.75% for a period of 50 days.

AMSTED INDUSTRIES INCORPORATED (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Revolving Credit Agreement—The company has a Revolv­
ing Credit Agreement with three banks expiring on December 
31, 1979. Although there were no borrowings under this 
agreement during the year, the agreement permits aggregate 
borrowing up to $25,000,000 at the prime commercial rate. 
The company is required to pay a commitment fee of ½  of 
one percent on the unused principal balance.

The company has additional unused lines of credit ag­
gregating $6,500,000.

On or prior to December 31, 1979, any borrowings under 
the Revolving Credit Agreement may be converted into a 
term loan, payable over a five-year period, which would bear 
interest at ¼  percent above the prime commercial rate in 
effect from time to time. This agreement contains certain re­
strictions with respect to the maintenance of total capital in­
vested. At September 30, 1977, approximately $53,000,000 
of total capital invested was not affected by these restrictions.

Average compensating balances included in cash during 
1977 amounted to $2,500,000. The balances were main­
tained to support the Revolving Credit Agreement, the addi­
tional unused lines of credit and other bank services.

CHRYSLER CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Revolving Credit Agreements and Lines of Credit— In 

April, 1977, the Chrysler Corporation entered into a new Cre­
dit Agreement in the U.S. which now totals $560.0 million, 
replacing the previous agreement for $463.1 million. The new 
Agreement runs until 1982, with a revolving credit feature for 
the first three years, and a term loan feature during the last 
two years for half the amount. The Agreement requires the 
payment of a commitment fee of ½ % per annum on the un­
used portion of the commitment. The Corporation is required 
by the Agreement, among other things, to maintain at least 
$600.0 million of consolidated working capital. At December 
31, 1977, the Corporation’s working capital exceeded the 
requirement by $462.9 million.
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C h rys le r C o rp o ra tio n  a lso  h as  E u ro d o lla r R evo lv in g  C red it 
A g re e m e n ts  w ith  in tern atio na l b an ks  w h ich  te rm in a te  on  v a r­
ious d a te s  th rou gh  D e c e m b e r, 1 9 7 9 , p rovide for b orrow ings  
a t vario u s  rates , a n d  g e n e ra lly  req u ire  p ay m e n t o f a  fe e  o f 
from  ⅜ %  to  ½ %  on th e  u n u sed  portion of th e  co m m itm en t.

T o ta l revo lving  cred it a g re e m e n ts  a n d  lines o f c red it w ith  
b an ks  as  o f D e c e m b e r 3 1 , 1 9 7 7  w e re  as  follows:

Used Unused Total
(in millions of dollars)

Revolving Credit Agreements
Chrysler Corporation:

U.S. Credit Agreement.............. $ - $560 $560
Eurodollar Credit Agreements... 251 13 264

Subsidiaries Outside the U.S........... 105 49 154
Total ...................................... $356 $622 $978

Lines of Credit
Chrysler Corporation........................ $ - $110 $110
Subsidiaries Outside the U.S........... 208 448 656

Total ...................................... $208 $558 $766

C h rys le r C o rp o ra tio n  also  u ses  th e  o th e r n orm al serv ices  
o f U .S . b an ks  a n d  m ain ta in s  c o m p e n s a tin g  b a la n c e s  w ith  
th e m  for c red it fac ilities  a n d  o th e r se rv ices .

FRANKLIN MINT CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Short-Term Borrowings and Compensating Baiances— At 
D e c e m b e r 3 1 , 1 9 7 7 , th e  c o m p a n y  had  u n secu red  lines of 
cred it w ith  b an ks  o f $ 6 0  m illion. In sup po rt o f $31  m illion of 
th e s e  b an k  lines, th e  c o m p a n y  h as  a g re e d  to  m a in ta in  c o m ­
p en sa tin g  b a la n c es  o f a v e ra g e  co llec ted  funds, a verag in g  
8 .9  p erc e n t of th e  a v a ila b le  lines o f cred it, and  ah  add itional
1 1 .3  p ercen t o f a n y  am o u n ts  b o rro w ed . In lieu o f th e  c o m ­
p en sa tin g  b a la n c e  re q u ire m e n ts  in sup po rt o f $ 1 9  m illion of 
th e  a fo re m e n tio n e d  b an k  lines, th e  c o m p a n y  m a y  e le c t to b e  
c h a rg e d  a  fe e  a v e ra g in g  1 0 .9  p erc e n t o f p rim e  in teres t ra te  of 
a v a ila b le  lines o f cred it, and  an  add itional 1 0 .0  p erc e n t of 
prim e in teres t ra te  o f an y  a m o u n ts  b o rro w ed . In sup p o rt of 
th e  rem a in in g  $ 2 9  m illion o f b an k  lines, th e  c o m p a n y  is 
c h a rg e d  a  fe e  a v e ra g in g  9 .3  p erc e n t o f p rim e in teres t ra te  of 
a v a ila b le  lines o f c red it in lieu  o f co m p e n s a tin g  b a la n c e  re ­
q u ire m e n ts , and  an  add itional 9 .4  p erc e n t o f p rim e  in terest 
ra te  o f a n y  am o u n ts  b o rro w ed . A ltho ug h  th e  c o m p a n y  has  
a g re e d  to m ain ta in  th e s e  fun ds , th e y  a re  not fo rm ally  re ­
stric ted  a n d  m a y  b e  d raw n  d ow n  for d a ily  o p era tio n s  as  
n e e d e d . D uring  1 9 7 7 , th e  c o m p a n y  w a s  in c o m p lia n ce  w ith  
all co m p e n s a tin g  b a la n c e  req u ire m e n ts . T h e  lines a re  re a f­
firm ed  a n n u a lly  by th e  b an ks  and  ca n  b e  c a n c e lle d  at a n y  
tim e  a t th e  option  o f e ith e r th e  b an ks  or th e  c o m p a n y . A t 
D e c e m b e r 3 1 , 1 9 7 7 , $ 2 ,5 0 0 ,0 0 0  w a s  b o rro w ed  u n d er th e s e  
a g re e m e n ts .

D u rin g  1 9 7 7 , a v e ra g e  borro w in g  u n d e r th e s e  lines o f cred it 
w a s  $ 4 ,8 2 3 ,0 0 0 . T h e  m a x im u m  a m o u n t u sed  a t a n y  m onth  
end  w a s  $ 8 ,0 0 0 ,0 0 0 . T h e  w e ig h te d  a v e ra g e  in teres t ra te  of 
th e s e  loan s  w a s  7 .2  percent. A t D e c e m b e r 3 1 , 1 9 7 7 , th e  
in teres t ra te  on o u ts tan d ing  b orro w in gs  w a s  8 .2  p ercent.

In add ition , s e v era l fo re ig n  sub s id ia ries  o f th e  co m p a n y  
h a v e  a g g re g a te  cred it a rra n g e m e n ts  w ith  b an ks  u n d er w hich  
th e y  m a y  borro w  up  to  a p p ro x im a te ly  $ 7 ,3 0 0 ,0 0 0  b as e d  on

y e a r -e n d  e x c h a n g e  r a te s . A t D e c e m b e r  3 1 ,  1 9 7 7 ,  
$ 2 ,9 0 1 ,0 0 0  w a s  b orro w ed  u n d er th e s e  a rra n g e m e n ts , a t a  
w e ig h te d  a v e ra g e  in teres t ra te  of 1 1 .4  p ercen t. D uring  1 9 7 7 ,  
th e  a v e r a g e  a m o u n t  b o r ro w e d  w a s  $ 3 ,5 1 1 ,0 0 0 .  T h e  
m a x im u m  a m o u n t  b o r ro w e d  a t  a n y  m o n th  e n d  w a s  
$ 5 ,1 1 5 ,0 0 0 .

GEORGIA-PACIFIC CORPORATION (DEC)

FINANCIAL FOOTNOTES
All d o lla r a m o u n ts , e x c e p t p e r s h a re  a m o u n ts , a re  in 

th o u san d s

Note 9 (in part): Long-Term Debt— In M a y  1 9 7 7 , th e  c o rp o ­
ration re p la ce d  a  $ 3 0 0 ,0 0 0  co n firm ed  s e a s o n a l line o f cred it 
w ith  a  $ 2 5 0 ,0 0 0  u n secu red  revo lving  line o f cred it (" e v e r­
g re e n  lin e”) and  a  $ 1 0 0 ,0 0 0  u n secu red  s e a so n a l line of c re ­
dit (“s e a s o n a l lin e”). T h e  e v e rg re e n  line, w hich  ex p ires  on  
J u n e  3 0 , 1 9 8 0 , con s is ts  o f s e p a ra te  a g re e m e n ts  w ith  a  
n u m b e r o f b an ks . E a c h  a g re e m e n t m a y  b e  te rm in a te d  upon  
ten  d a y s ’ n o tice  by th e  corpo ra tion  o r upon  fifteen  m o n th s ’ 
w ritten  n o tice  by a  p artic ipating  b an k . T h e  s e a s o n a l line a lso  
consists of s e p a ra te  a g re e m e n ts  w h ich  h a v e  vary ing  provi­
s ions re la ting  to  re v ie w  a n d  re n e w a l o f e a c h  b a n k ’s p artic ip a ­
tion in th e  line. N e ith e r o f th e  lines c arry  co m m itm e n t fe e s  or 
lon g-term  co n vers io n  fea tu re s . U n d e r th e  e v e rg re e n  line, th e  
corpo ra tion  h as  a g re e d  to  m a in ta in  b a n k  d ep os its  on  an  a n ­
nual a v e ra g e  bas is  am o u n tin g  to 1 0 %  of th e  e v e rg re e n  line  
plus 1 0 %  o f all loans o u ts tan d ing  th e re u n d e r. T h e  B o ard  of 
D irectors  o f th e  corpo ra tion  h as  a u th o rize d  th e  u se  of th e s e  
lines up to  a  m ax im u m  o f $ 3 0 0 ,0 0 0 .

T h e  corpo ra tion  u ses  th e  e v e rg re e n  line o f cred it to  support 
sh o rt-te rm  b orrow ings. T h e  m a x im u m  a m o u n t of sho rt-te rm  
b o rro w in g s  o u ts ta n d in g  a t  a n y  t im e  d u rin g  1 9 7 7  w a s  
$ 2 5 6 ,0 0 0 . T h e  daily  a v e ra g e  a m o u n t o f such  b orro w in gs o u t­
s tanding  during  1 9 7 7  w a s  $ 1 1 0 ,0 0 0  a n d  th e  a v e ra g e  in teres t  
ra te  fo r such  b orro w in gs w a s  5 .7 %  during  th e  period . A s  o f 
D e c e m b e r 3 1 , 1 9 7 7 , cu rren t liabilities e x c lu d e  a n d  lon g-term  
d eb t inc ludes $ 1 0 0 ,0 0 0  o f c o m m e rc ia l p a p e r and  sho rt-te rm  
notes. T h e  corpo ra tion  curren tly  in tend s  to  m ain ta in  borro w ­
ings o f a t le a s t $ 1 0 0 ,0 0 0  s u p p o rted  by th e  e v e rg re e n  line.

GRUMMAN CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 4: Revolving Credit Agreement— In 1 9 7 6 , th e  C o m ­

p an y  e n te re d  into a  R evo lv in g  C red it a n d  T e rm  L oan  A g re e ­
m e n t w ith  a  g roup  of b an ks  to  p ro vid e  it w ith  $ 1 3 5 ,0 0 0 ,0 0 0  of 
cred it to  b e  re d u ced  q u arte rly . D uring  D e c e m b e r 1 9 7 7 , w h en  
th e  rem a in in g  co m m itm e n t w a s  $ 9 0 ,0 0 0 ,0 0 0 , th e  a g re e m e n t  
w a s  a m e n d e d  to  p ro vid e  th e  C o m p a n y  w ith  add itio na l cred it 
of $ 5 0 ,0 0 0 ,0 0 0  in co n n ectio n  w ith  th e  acqu is ition  o f T h e  F lxi­
b le  C o m p a n y  (s e e  N o te  1 1 ). T h e  to ta l c o m m itm e n t o f 
$ 1 4 0 ,0 0 0 ,0 0 0  at D e c e m b e r 3 1 , 1 9 7 7  will con tin u e  to  b e  re ­
d u c e d  q u a rte r ly  th ro u g h  S e p te m b e r  3 0 , 1 9 7 8 , w h e n  th e  
m axim u m  will b e  $ 5 0 ,0 0 0 ,0 0 0 . A t th a t t im e  th e  C o m p a n y  has  
th e  option  o f con verting  th e  o u ts tan d ing  a d v a n c e s  to  a  term  
loan  re p a y a b le  in tw en ty  e q u a l q u arte rly  insta llm ents .

L ette r a g re e m e n ts  b e tw e e n  th e  C o m p a n y  and  e a c h  of th e  
b an ks  p ro vid e  lines o f c red it fo r sh o rt-te rm  n ee d s , totaling  
$ 3 5 ,0 0 0 ,0 0 0  a t D e c e m b e r 3 1 , 1 9 7 7 , an  in c re as e  o v e r th e  
D e c e m b e r 3 1 , 1 9 7 6  total o f $ 2 5 ,0 0 0 ,0 0 0 .

B orrow ings u n d er th e  a g re e m e n t b e a r in teres t a t ¼ %  o ver  
p rim e  until S e p te m b e r 3 0 ,  1 9 7 8 , a n d  ½ %  o ve r p rim e  th e re a f­
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ter, w ith  a  c o m m itm en t fe e  of ½ %  p er a n n u m  on th e  a v e ra g e  
u nu sed  am o u n t o f th e  rem a in in g  portion of th e  b an k  credit, as  
a m e n d e d .

U n d e r th e  a g re e m e n t and  lines o f c red it w ith  th e  banks, 
G ru m m a n  C o rp o ra tio n  is th e  b o rro w e r , w ith  G ru m m a n  
A e ro s p a c e  C o rp oratio n  g u a ra n te e in g  th e  loans. A s security  
for th e  loans, th e  C o m p a n y  h as  p led g ed  th e  cap ita l stock of 
its principal sub s id iaries  (ex c e p t for th e  co m m o n  stock of 
G ru m m a n  A m eric a n  A viation  C o rp o ra tio n ) and  all in d e b te d ­
ness of th o se  sub s id iaries  to th e  C o m p an y .

T h e  book v a lu e  o f th e  net as s e ts  o f th e  sub s id iaries  w h o se  
capita l stock has  b ee n  p led g ed  w a s  $ 1 7 7 ,7 8 0 ,0 0 0  at D e ­
c e m b e r 3 1 , 1 9 7 7 , including property , p lan t a n d  e q u ip m e n t  
h aving  a  d e p re c ia te d  v a lu e  o f $ 1 0 6 ,0 0 7 ,0 0 0 . In addition, 
G ru m m a n  A e ro s p a c e  C o rp o ra tio n  h as  g ra n te d  a  security  in­
te res t in all o f its accou nts  re c e iv a b le  a n d  inven to ry  to such  
b an ks  to  th e  e x ten t th a t title  h as  not a tta c h e d  to th e  G o v e rn ­
m en t a n d  h as es tab lish ed  a  co lla tera l acco u n t into w hich  
p ay m e n ts  u n d er its m ajo r G o v e rn m e n t con trac ts  a n d  all e x ­
ten s ion s , re n e w als , re p la ce m e n ts , substitutions a n d  m odifi­
ca tio ns  th ere to , a re  d ep o s ited . G ru m m a n  A e ro s p a c e  C o rp o ­
ration  h as  u nrestric ted  ac c es s  to  this co lla tera l acco u n t u n ­
less an  e v e n t o f d e fa u lt u n d er th e  a g re e m e n t has  o ccurred .

T h e  a g re e m e n t includes c o v e n an ts  lim iting certa in  a c ­
tivities o f th e  C o m p a n y , w h ich  c o v e n an ts  can  b e  ch a n g e d  
with prior co n sen t o f th e  m ajority  ban ks . A m o n g  th e s e  cov­
en a n ts  a re  restrictions as  to m erg ers , add itio na l d eb t, e x p e n ­
d itu res  for cap ita l assets , and  sa les  o f cap ita l assets . C ash  
d iv id end s  by G ru m m a n  C o rp o ratio n  m a y  not e x c e e d  3 5 %  of 
con so lid ated  net in co m e co m p u ted  on  a  cu m u la tive  basis  
from  D e c e m b e r 3 1 , 1 9 7 5 , but th e re  is no restriction on di­
v id en d s  p ay a b le  in cap ita l s tock of th e  C o m p an y .

T h e  u nrestric ted  am o u n t a v a ila b le  for cash  d iv id end s  at 
D e c e m b e r 3 1 , 1 9 7 7  w a s  $ 6 ,5 0 7 ,3 9 2 . In addition, m in im um  
am o u n ts  of con so lid ated  w ork ing  cap ita l and  con so lid ated  
net w orth  a re  to b e  m a in ta in ed  both by th e  C o m p a n y  and  by 
G ru m m a n  A e ro s p a c e  C o rp o ratio n . T h e  a g re e m e n t p rovides  
th a t a  fa ilu re  to m e e t th e s e  tests , a  m ate ria l a d v e rs e  c h a n g e  
in th e  financia l condition  o r o p era tio n  o f th e  C o m p a n y  or 
G ru m m a n  A e ro s p a c e  C o rp o ratio n , and  v iolation  of o ther 
co v e n an ts  in th e  a g re e m e n t w ou ld  constitu te  e v e n ts  o f d e ­
fault.

U n d e r inform al a rra n g e m e n ts  w ith  th e  ban ks  invo lved  in 
the  revo lving  cred it a g re e m e n t and  o th e r b an k  cred it, the  
C o m p a n y  m ain ta in s  co m p en satin g  b a la n c es , w hich  a re  not 
legally  restricted  w ith  such  b an ks , a v e ra g in g  1 0 %  of th e  c re d ­
it a v a ila b le  and  1 0 %  of th e  o u ts tan d ing  borrow ings. C o m p e n ­
sating  b a la n c e  re q u irem en ts , net o f float, at D e c e m b e r 3 1 , 
1 9 7 7 , am o u n ted  to  $ 1 2 ,9 5 2 ,0 0 0 .

HOLLY SUGAR CORPORATION (MAR)

NOTES TO FINANCIAL STATEMENTS
Note 2: Notes Payable and Long-Term Debt— A t M arch  

3 1 , 1 9 7 7 , lon g-term  d eb t con s is ted  o f a  $ 1 0 ,0 0 0 ,0 0 0  p rom is­
sory n ote  d u e  J a n u a ry  3 1 , 1 9 8 4 , b earin g  in terest a t 8 .6 2 5 % ,  
p ay a b le  in tw en ty  eq u a l q u arte rly  ins ta llm ents  b eg in n in g  April 
3 0 , 1 9 7 9 . T h e  loan  a g re e m e n t re la ting  to  this n ote  p laces  
certa in  restrictions on th e  corpo ra tion , including m a in te n a n c e  
of $ 2 0 ,0 0 0 ,0 0 0  w ork ing  cap ita l, $ 7 5 ,0 0 0 ,0 0 0  n et w orth  and  a  
total d eb t (exclu d in g  a ccru ed  liabilities for s u g a rb e e ts ) to

equ ity  ratio  not to e x c e e d  1 .2  to 1. A t M arch  3 1 , 1 9 7 7 , re ­
ta in ed  earn in g s  av a ila b le  for d iv idend  p aym en ts  u n d er th e  
loan a g re e m e n t to ta led  $ 2 ,0 1 0 ,3 4 9 . T h e re  w a s  no long-term  
d eb t o u ts tan d ing  at M arch  3 1 , 1 9 7 6 .

T h e  c o r p o ra t io n  h a d  a v a ila b le  l in e s  o f c re d it  o f  
$ 5 9 ,0 0 0 ,0 0 0  at M arch  3 1 , 1 9 7 7  and  $ 4 6 ,1 5 0 ,0 0 0  at M arch  
3 1 , 1 9 7 6 . T h e  lines of c red it at M arc h  3 1 , 1 9 7 7  include  
$ 1 0 ,0 0 0 ,0 0 0  u n d er a  revo lving  cred it and  term  loan  a g re e ­
m en t d a te d  J a n u a ry  3 1 , 1 9 7 7  w hich  m a y  b e  c o n verted  to a  
term  loan  on or b e fo re  J a n u a ry  3 1 , 1 9 7 9 . S h o rt-te rm  b orro w ­
ings a g a in s t th e s e  lines of c red it w a s  $ 3 8 ,5 0 0 ,0 0 0  at M arch  
3 1 , 1 9 7 7  and  $ 3 5 ,6 5 0 ,0 0 0  at M arch  3 1 , 1 9 7 6  at a v e ra g e  
in terest ra tes  o f 6 .7 %  and  7 % , resp ective ly . A v e ra g e  a g g re ­
g a te  b o rro w in g s  w e re  $ 3 2 ,9 1 6 ,5 0 0  in f is c a l 1 9 7 7  a n d  
$ 1 4 ,7 5 0 ,0 0 0  in fiscal 1 9 7 6 . M ax im u m  a g g re g a te  borrow ings  
at a n y  o n e  m o n th -en d  w e re  $ 6 1 ,5 0 0 ,0 0 0  in fiscal 1 9 7 7  and  
$ 4 5 ,1 5 0 ,0 0 0  in fiscal 1 9 7 6 . T h e  daily  w e ig h te d  a v e ra g e  in­
teres t ra te  w a s  6 .9 %  in fiscal 1 9 7 7  a n d  7 .5 %  in fiscal 1 9 7 6 .

In fiscal 1 9 7 7 , th e  lines of cred it g e n e ra lly  p ro vid ed  for 
co m p en satin g  b a la n c es  e q u a l to  1 5 %  of borro w in gs  u n d er  
th e  line o r for a  s u rc h a rg e  on th e  p rim e  ra te  of 1 5 %  in lieu of 
c o m p en satin g  b a la n c es . In fiscal 1 9 7 6 , th e  lines p ro vid ed  for 
co m p en satin g  b a la n c es  o f 1 0 %  and  2 0 %  of b orro w in gs o r for 
a  s u rc h a rg e  on th e  p rim e ra te  o f 1 0 %  or 2 0 % . T h e  cost of th e  
s u rch arg es  is included in in teres t e x p e n s e . T h e re  a re  no  
legal restrictions on w ith d raw a l of cash  b a lan ces .

OUTBOARD MARINE CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7: Short-term Borrowings and Compensating 
Balances— A  s u m m a ry  o f sho rt-te rm  borrow ing  activ ity  fol­
lows:

1977 1976
Lines of credit at September 30—

At U.S. banks..............................  $30,000,000 $30,000,000
At foreign banks.........................  50,256,000 46,098,000

Total ......................................  $80,256,000 $76,098,000
Outstanding at September 30—

Bank borrowing........................... $ 430,000 $ —
Commercial paper......................  15,000,000 —

Total ...................................... $15,430,000 $ —
Average aggregate interest rate 6 .2%  — %

Average fo the year—
Aggregate borrowing.................  $25,687,000 $19,552,000
Interest rate.................................  5 .9%  7.8%

Maximum borrowing outstanding at
any month end............................  $51,882,000 $45,982,000

T h e  C o m p a n y  m ain ta in s  a v e ra g e  co m p e n s a tin g  b a la n c es  
at U .S . b an ks  of 1 0 %  of a v a ila b le  lines o f cred it and  an  a d d i­
tional 1 0 %  of such  cred it u sed . T h e s e  co m p e n s a tin g  b a l­
a n ces , w hich  a re  on  d ep os it a t th e  va rio u s  len d er b an ks , a re  
not lega lly  restricted  as  to u sa g e  o r w ith d raw a l. N o  such  
co m p en satin g  b a la n c es  a re  m a in ta in e d  a t foreign  ban ks .
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LONG TERM LEASES AIRCO, INC. (DEC)

Effective for leasing transactions entered into on or after 
January 1, 1977, FASB S t a t e m e n t  o f  F i n a n c i a l  A c c o u n t i n g  
S t a n d a r d s  N o .  13 is the authoritative pronouncement on the 
reporting of leases in the financial statements of lessees. 
Statement No. 13 did not require that financial statements 
reflecting lease transactions prior to January 1, 1977 be re­
stated in 1977, but Statement No. 13 does require that finan­
cial statements reflecting lease transactions prior to January 
1 ,  1977 be restated no later than fiscal periods beginning after 
December 31, 1980. Thirty-five survey companies restated 
their financial statements in 1977 to give retroactive effect to 
the requirements of Statement No. 13.

Table 2-27, in addition to showing the number of survey 
companies reporting capitalized and/or noncapitalized 
leases, shows the nature of information most frequently dis­
closed by the survey companies for noncapitalized leases. 
Since, as shown in Table 2-27, there was a sharp increase in 
the number of companies reporting capitalized leases and 
also because Statement No. 13 set forth more detailed dis­
closure requirements than predecessor pronouncements for 
capitalized leases, the 1977 financial statements of the sur­
vey companies disclosed much more information about 
capitalized leases than in preceding years. The information 
most frequently disclosed in 1977 about capitalized leases 
included the amount of future minimum rentals and the 
amount of implicit interest to reduce minimum lease pay­
ments to present value.

Examples of long term lease presentations and disclosures 
follow.

TABLE 2-27: LONG TERM LEASES

Number of Companies
1977 1976 1975 1974

Information Disclosed as to 
Noncapitalized Leases

Rental Expense
Basic ................................ 440 393 336 335
Sublease ......................... 122 78 N/C N/C
Contingent ......................

Minimum Rental Commit­
ments

109 70 72 73

Schedule of......................
Classified by major

425 290 245 240

categories of prop­
erty ........................... 86 164 155 157

Present Value........................
Renewal or Purchase Op­

tions ................................

62

124

129

69

115

62

116

63

Number o f Companies
Capitalized and non­

capitalized leases........... 274 164 126 130
Noncapitalized leases only.. 194 300 319 314
Capitalized leases only........ 59 37 47 45
No leases disclosed.............. 73 99 108 111
Total ......................................... 600 600 600 600

N/C —  Not Compiled.

1977 1976
Property, Plant and Equipment (at 

cost)
Land .............................................. $ 10,210,000 $ 9,076,000
Buildings and Leasehold Im­

provements............... 146,578,000 141,443,000
Machinery and Equipment............ 563,944,000 481,678,000
Construction in Progress.............  29,506,000 47,624,000
Leased Property under Capital

Leases (Note 1 3 ) ...  6 ,577,000 —
Total ................................ 756,815,000 679,821,000

Less Accumulated Allowances 
for Depreciation, Amortiza­
tion and Obsolescence...........  321,640,000 294,458,000

Property, Plant and
Equipment— Net.......... $435,175,000 $385,363,000

Current Liabilities
Accounts Payable........................ $ 64,594,000 $ 55,467,000
Bank Loans and Currently 

Maturing Long-Term Debt
(Notes 6 and 1 3 )...  42,694,000 15,545,000

Accruals ...................................... 41,950,000 52,048,000
Income Taxes Payable................  3 ,575,000 7,725,000

Total Current Liabilities . 152,813,000 130,785,000
Long-Term Debt

Industrial Revenue Bonds,
5¾% , due 1984-93 ...........  6,600,000 6,600,000

Pollution Control Notes,
7-8¼% , due 1991-2006... 20,900,000 20,900,000

Convertible Subordinated De­
bentures, 3⅞ % , due
1983-87................... 12,027,000 22,800,000

Sinking Fund Debentures,
9⅜ % , due 1986-2000 ......  74,488,000 74,466,000

Industrial Revenue Refunding
Notes, 6%  due 1997-2007 11,220,000 —

Promissory Notes, 4 .85-5% , due
1979-88.........................  44,150,000 48,580,000

Other Debt, 2-11.95% , due 1979-
2007 ............................................  14,081,000 8,682,000

Capital Lease Obligations (Note 13) 4 ,310,000 —
Total Long-Term Debt ........  187,776,000 182,028,000

N o t e  1 3  ( in  p a r t ) :  C o m m i t m e n t s  a n d  c o n t i n g e n t  
L ia b i l i t i e s — In late 1976, the Financial Accounting Standards 
Board adopted Statement No. 13 “Accounting for Leases” 
which establishes standards of financial accounting and re­
porting for leases. Leases meeting certain criteria are con­
sidered capital leases and the related asset and lease obliga­
tion are required to be recorded at their present value in the 
financial statements. Other leases not meeting such criteria 
are operating leases and the related rentals are charged to 
expense as incurred. The provisions of the Statement have 
been applied to all lease transactions entered into after 
January 1, 1977, but retroactive compliance is not currently 
required. Leased property recorded at December 31, 1977, 
under capital leases consists principally of distribution 
equipment of $6,577,000 less accumulated amortization of 
$663,000, all of which was recorded in 1977.

Minimum future obligations on all leases in effect as of 
December 31, 1977, are as follows:
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Capital Leases 
Entered Entered

into into
after prior to

January 1, January 1, Operating
1977 1977 Leases

1978 ......................................  $2 ,031,000$  8 ,900 ,000$  2,200,000
1979 ......................................  2 ,031,000 7,700,000 1,600,000
1980 ...................................... 2,031,000 6,700,000 1,200,000
1981 ......................................  1,183,000 5,500,000 1,000,000
1982 ......................................  117,000 4,600,000 1,000,000
1983-1987 ...........................  145,000 13,200,000 3,700,000
1988-1992 ........................... —  8,800,000 700,000
1993-1997 ...........................  —  900,000 100,000
Total minimum lease pay­

ments ................................ 7,538,000 $56,300,000 $11,500,000
Less: Amount representing

interest............................. 1,624,000
Present value of net

minimum lease payments 5,914,000
Less: Current portion...........  1,604,000
Long-term obligation at De­

cember 31, 1977............  $4,310,000

If the provisions of the Statement were retroactively 
applied at December 31, 1977 and 1976, to capital leases 
entered into prior to January 1, 1977, the approximate 
amounts of assets and related obligations recorded in the 
balance sheet would be as follows:

1977 1976
Tonnage gas plants...........................  $78,500,000 $96,500,000
Less amortization..............................  51,500,000 56,300,000
Present value(1) .................................  27,000,000 40,200,000
Distribution and other equipment... 31,300,000 35,400,000
Less amortization..............................  19,200,000 20,500,000
Present value....................................  12,100,000 14,900,000
Total present value...........................  $39,100,000 $55,100,000

(1)Airco's tonnage gas plants supply customers under long-term sales 
contracts, the terms of which provide for aggregate minimum revenues 
which more than cover the aggregate rentals under such leases.

Interest rates determined as of the date the lease agree­
ments were entered into and used to calculate such present 
values ranged from 5% to 11 % for 1977 and 4.3% to 11 % for 
1976. If capital leases entered into prior to January 1, 1977 
had been capitalized, the related assets amortized using the 
straight-line method, and interest expense accrued on the 
assumed outstanding liability, Airco’s net income would have 
been affected by less than 1% of the average net income for 
the most recent three years.

Rental expense in 1977 and 1976 was $20,207,000 and 
$20 ,531 ,000 , respectively, of which $ 10 ,824 ,000  and 
$12,919,000, respectively, related to capital leases entered 
into prior to January 1, 1977.

The unexpended portion of amounts authorized for capital 
expenditures at Decem ber 31, 1977 approximated  
$70,000,000, as to which commitments have been made for 
approximately $18,700,000.

ALBERTSON’S, INC. (JAN)

Consolidated Balance Sheets

Land, Buildings and Equipment:
1978 1977

Land.............................................. $ 12,549,051 $ 10,369,281
Buildings ...................................... 20,692,488 11,567,104
Fixtures and equipment............. 128,198,802 108,240,636
Leasehold improvements........... 24,943,585 21,090,096
Assets under capital leases...... 128,123,934 109,570,885

Less accumulated depreciation
314,507,860 260,838,002

and amortization................... 89,143,135 74,708,128

Current Liabilities:
$225,364,725 $186,129,874

Accounts payable........................ $87,797,213 $ 69,938,316
Salaries and related liabilities .. 10,519,108 9,260,696
Taxes other than income taxes 8,777,481 6,845,531
Interest payable........................... 2 ,184,086 2,605,787
Taxes on income......................... 7,874,024 3,188,031
Dividends payable......................
Current maturities of long-term

1,467,704 1,314,390

debt.........................................
Current obligations under capital

1,397,796 1,750,180

leases...................................... 2,608,213 2,359,411
Total Current Liabilities...... 122,625,625 97,262,342

Long-Term Debt, due after one year 43,290,584 34,205,466
Obligations Under Capital Leases... 113,937,675 96,902,232
Deferred Compensation................... 1,936,730 1,328,396
Deferred Income Taxes................... 1,187,977 1,768,274
Deferred Investment Credit............. 6,467,851 5,007,365

Consolidated Changes in Financial Position
Source of Funds:

Operations:
Net earnings.........................

Add charges (credits) not 
requiring funds: 

Depreciation and

$24,832,450 $17,072,638

amortization.. 
Amortization of 

assets under

14,918,989 12,388,937

capital leases 
Amortization of

5,069,226 4,266,657

deferred costs 
Increase in defer­

red compensa­
tion..................

2,100,573

608,334

2,030,030

613,417
Increase (de­

crease) in de­
ferred income
taxes..............

Amortization of 
deferred in­
vestment cre­
dit ...................

(580,297)

(1,019,726)

707,506

(911,641)
Working capital provided from 

operations.............................. $45,929,549 $36,167,544
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Lease and Commitments— T h e  C o m p a n y  le a s e s  m ost of 
its rea l e s ta te . T h e  s tan dard  le a s e  p eriod  is 2 0  to 2 5  yea rs  
and  m ost le a se s  con tain  re n e w a l options. E x e rc is e  of such  
options is d e p e n d e n t on th e  level of bus iness  co n du cted  at 
th e  location . In add ition, th e  C o m p a n y  le a se s  certa in  e q u ip ­
m en t. M ost le a s e s  con tain  con tin gen t ren ta l provis ions b ased  
on s a les  v o lu m e  a t retail units and  m iles  tra v e led  fo r trucks.

All le a s e s  and  s u b le a se s  w ith  an  initial term  g re a te r  than  
o n e  y e a r  a re  a c co u n ted  for u n d er F in an c ia l A ccou nting  S ta n ­
d ard s  B o ard  S ta te m e n t N o . 13 , A c c o u n tin g  fo r L e a s e s . 
T h e s e  le a se s  a re  c lassified  as  cap ita l le a se s , cap ita l s u b ­
le a se s , o p era tin g  le a se s  and  o p e ra tin g  s u b leases .

A sse ts  u n d er cap ita l le a s e s  a re  cap ita lize d  using interest 
ra tes  a p p ro p ria te  a t th e  inception  o f e a c h  le a se . C o n tin g en t 
rents a s so c ia ted  w ith  cap ita l le a s e s  in 1 9 7 7  and  1 9 7 6  w e re  
$ 1 ,1 4 9 ,2 9 8  and  $ 8 8 4 ,5 4 3 . Follow ing  is an  ana lys is  of th e  
C o m p a n y ’s a ssets  u n d er cap ita l leases:

January 28, January 29, 
1978 1977

Real Estate.........................................  $123,687,641 $105,547,192
Equipment .........................................  4,436,293 4,023,693

$128,123,934 $109,570,885

F u tu re  m in im u m  le a se  p ay m e n ts  for th e  a b o v e  assets  
u n d er cap ita l le a s e s  at J a n u a ry  2 8 , 1 9 7 8  a re  as  fo llow s (in 
tho usand s):

Real
Estate Equipment Total

1978 ......................................  $ 13,068 $ 966 $ 14,034
1979 ......................................  13,119 857 13,976
1980 ......................................  13,062 831 13,893
1981 ......................................  13,024 653 13,677
1982 ...................................... 12,942 612 13,554
Remainder ............................  221,928 1,020 222,948
Total minimum obligations.. 287,143 4,939 292,082
Less executory costs...........  (2,166) -0- (2,166)
Net minimum obligations.. ..  284,977 4,939 289,916
Less interest.........................  (171,815) (1,555) (173,370)
Present value of net

minimum obligations......  113,162 3,384 116,546
Less current portion............. (2,088) (520) (2,608)
Long-term obligations at

January 28, 1978 .........  $111,074 $2,864 $113,938

M in im u m  o b ligations h a v e  not b e e n  red u ced  by m in im um  
cap ita l s u b le a se  ren ta ls  o f $ 6 ,4 4 9 ,0 0 0  rec e iv a b le  in th e  fu ­
tu re  u n d er n o n ca n c e lla b le  cap ita l s u b le a se s . E xecu to ry  costs  
include such  item s as  p ro perty  ta x e s  and  insu ran ce.

R e n t e x p e n s e  u n d er o p e ra tin g  le a s e s  is as  follow s:

1977 1976
Minimum rent....................................  $11,968,063 $ 8,504,580
Contingent re n t.................................  2,763,312 2,881,970

14,731,375 11,386,550
Less sublease rent............................  (2,489,742) (2,245,946)

$12,241,633 $ 9,140,604

F u tu re  m in im u m  le a se  p ay m e n ts  for all n o n can ce llab le  
o p era tin g  le a s e s  and  re la ted  s u b le a s e s  h aving  a  rem ain in g  
term  in ex c es s  o f o n e  y e a r a t J a n u a ry  2 8 , 1 9 7 8  a re  as  follow s  
(in tho usand s):

Real Estate Subleases
1978 ................................................... $ 9,358 $ (1,295)
1979 .................................................. 9,006 (1,223)
1980 .................................................. 8,643 (1,103)
1981 .................................................. 8,465 (946)
1982 .................................................. 8,287 (857)
Remainder ......................................... 121,727 (4,678)
Total minimum obligations (receiva­

bles) .............................................. $165,486 $(10,102)

At J a n u a ry  2 8 , 1 9 7 8 , th e  C o m p a n y  w a s  com m itted  u nd er  
con trac ts  a n d  p u rch a s e  o rd ers  for a p p ro x im a te ly  $ 6 ,4 5 0 ,0 0 0  
for p ro perty  held  for re s a le  a n d  for land , build ings a n d  e q u ip ­
m ent.

FABRI-CENTERS OF AMERICA, INC. (JAN)

1978 1977
Property and Equipment, at cost

(Notes 3 and 7):
Land............................................... $ 364,196 $ 364,196
Building......................................... 2,006,094 1,985,980
Building under capital lease...... 2,635,475 2,635,475
Furniture and fixtures................ 11,947,076 10,458,315
Leasehold improvements........... 2,950,915 2,654,055

19,903,756 18,098,021
Less— Accumulated deprecia­

tion and amortization........... 5,557,647 4,437,778
$14,346,109 $13,660,243

Current Liabilities:
Current maturities of long-term

debt and capital lease obliga­
tion (Notes 3 and 7)............. $ 512,114 $ 444,130

Short-term bank loan................. 2,000,000 —

Accounts payable........................ 8,559,985 7,760,327
Accrued expenses ......................
Federal and other taxes on in­

come........................................

1,747,968

965,268

1,810,860

1,099,990
Total current liabilities.......... 13,785,335 11,115,307

Long-Term Debt.................................
Long-Term Obligation Under Capital

12,314,708 12,163,036

Lease (Note 3 ) ............................ 2,373,743 2,400,357

Note 3: Leases:
A ccounting  Policy—
In th e  fourth  q u a rte r o f th e  fiscal y e a r  e n d e d  J a n u a ry  2 8 , 

1 9 7 8 , th e  C o m p a n y  c h a n g e d  its m eth o d  of accou nting  for 
le a se s  th rou gh  e a rly  ado ption  of F in anc ia l A ccou nting  S ta n ­
d ard s  B oard  S ta te m e n t N o . 13 , as  is e n c o u ra g e d  by that 
S ta te m e n t. T h e  a cco m p an y in g  financ ia l s ta te m e n ts  h ave  
b een  re tro active ly  res ta ted  in a c c o rd a n c e  w ith  th e  req u ire ­
m en ts  o f S ta te m e n t 13 . A ccord ing ly , th e  C o m p a n y ’s g en e ra l 
office a n d  w a re h o u s e  le a se , w hich  w a s  p rev iou s ly  acco u n ted  
for as  an  o p e ra tin g  le a se , is n ow  acco u n te d  for as  a  capita l 
lease . M in im u m  ren ta ls  h a v e  b ee n  c a p ita lize d  and  th e  re la ted
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asset and obligation recorded at the fair value at the inception 
of the lease. The asset is amortized on a straight line basis 
over the lease term and interest expense is accrued on the 
basis of the outstanding lease obligation.

The effect of the accounting change was to decrease net 
income for the fiscal years ended January 28, 1978 and 
January 29, 1977 by approximately $35,000 and $36,000 
respectively. The cumulative effect of the change on prior 
years, as previously reported, was an aggregate reduction of 
net income of approximately $184,000. The effect on finan­
cial position and net income for such periods and the unau­
dited effect of the change on all quarterly financial data, as 
previously reported, is not material.

Description of Leasing Agreements—
All Company operations are conducted in leased facilities. 

The Company’s store leases are generally for periods up to 
fifteen years with renewal options for principally up to 10 
years, provide for fixed rentals and, in some cases, additional 
rents based on a percentage of sales. The Company is gen­
erally not required to pay insurance, taxes, except increases 
over a base year, and maintenance, except common area 
maintenance. The Company’s general office and warehouse 
is leased through 1999, from a partnership consisting of three 
of the principal officers and shareholders of the Company, 
and the Company is required to pay insurance, taxes and 
maintenance. The Company’s general office and warehouse 
lease is classified as a capital lease, while the store leases 
are treated as operating leases.

Capital Lease—
The following is a schedule by years of future minimum 

payments under the capital lease and the present value of 
future minimum rentals as of January 28, 1978:

Fiscal Year Amount

1 9 7 9  ........................................................................................  $ 3 1 2 ,0 0 0
1 9 8 0  ........................................................................................  3 1 2 ,0 0 0
1981 ...........................................................................................  3 1 2 ,0 0 0
1 9 8 2  ........................................................................................  3 1 2 ,0 0 0
1 9 8 3  ........................................................................................  3 1 2 ,0 0 0
Later Y e a rs ............................................................................... 5 ,0 4 4 ,0 0 0

Total minimum lease paym ents.........................................  $ 6 ,6 0 4 ,0 0 0
Less: Amount representing in te re st..........................  4 ,2 0 3 ,6 4 3

Total obligation under capital le a s e ................................. $ 2 ,4 0 0 ,3 5 7
Less: Current portion of obligation under capital

le a se .............................................................................  2 6 ,6 1 4

Long-term obligation under capital le a s e ......................  $ 2 ,3 7 3 ,7 4 3

Amortization of leased property under the capital lease 
was $91,308 and $91,308, and interest expense on the out­
standing obligation under such lease was $288,134 and 
$290,809, in fiscal 1978 and 1977, respectively. Accumu­
lated amortization of leased property under the capital lease 
at January 28, 1978 and January 29, 1977 is $702,730 and 
$611,422, respectively.

Operating Leases—
The following is a schedule by years of future minimum 

rental payments to be made under noncancelable operating 
leases as of January 28, 1978.

Minimum
Fiscal Year Rentals
1979 ................................................................................  $ 9,030,358
1980 ................................................................................  8,791,882
1981 .................................................................................... 8,415,645
1982 ................................................................................  7,935,772
1983 ................................................................................  7,221,856
Later Years......................................................................... 28,547,581

$69,943,094

R en t e x p e n s e  on n o n ca n c e la b le  o p e ra tin g  le a se s  w a s  as  
follows:

52 Weeks Ended

Minimum Rentals .. 
Contingent Rentals.

January 28, 
1978

$8,689,878
119,006

$8,808,884

January 29, 
1977

$7,272,423
149,085

$7,421,508

T h e  C o m p a n y  has  e n te re d  into le a se  c o m m itm en ts  for n ew  
stores s c h ed u led  to o p en  a fte r J a n u a ry  2 8 , 1 9 7 8 , for w hich  
th e  ap p ro x im a te  a g g re g a te  m in im um  ren ta ls  a re  as  follows:

Year of Lease 
1-5 
6-10 

11-15

Aggregate Minimum Rentals 
$2,032,414  
$2,032,414  
$1,097,877

THE GOODYEAR TIRE & RUBBER COMPANY (DEC)

1977 1976

Long-Term Debt.................................
($000)

$967,168 $872,620
Long-Term Capital Lease Obligations 158,672 141,260
Other Long-Term Liabilities............. 76,176 51,000
Deferred Income Taxes................... 162,427 147,579
Minority Equity in Foreign Sub­

sidiary Companies...................... 44,810 41,071

NOTES TO FINANCIAL STATEMENTS
Leased Assets— C erta in  m an u fac tu rin g , retail s to re , tra n s ­

portation , d a ta  p ro cessing  and  o th e r fac ilities  and  e q u ip m e n t  
a re  held  u n d er le a se s  w hich  g e n e ra lly  e xp ire  w ith in  ten  y e a rs  
but m a y  b e  re n e w ed  by th e  C o m p a n y . M a n y  of th e  le a se s  
p rovide th a t th e  C o m p a n y  will p ay  ta x e s  a s s es s e d  ag a in s t 
le a se d  p ro perty  and  th e  cost o f in su ran ce  and  m a in te n a n c e .

T o ta l ren ta l e x p e n s e  c h a rg e d  to in co m e w a s  $ 8 8 ,2 6 3 ,0 0 0  
in 1 9 7 7  ($ 8 2 ,9 5 2 ,0 0 0  in 1 9 7 6 ) w hich  inc luded  con tin gen t ren ­
ta ls  of $ 6 ,7 3 5 ,0 0 0  ($ 6 ,0 6 0 ,0 0 0  in 1 9 7 6 ).

T h e  C o m p a n y ’s p ro perty  held  u n d er cap ita l le a se s , in­
cluded  w ith o w n ed  p ro perty  in th e  b a la n c e  s h e e t, consists  of:

(In Thousands) 1977 1976
(Restated)

Land and improvements...................  $ 5,444 $ 4,223
Buildings.................. 122,806 117,484
Machinery and equipment..................  77,326 72,378
Construction in progress. 17,080 —

Properties and plants, at cost.. 222,656 194,085
Less accumulated depreciation.. 79,325 67,807

$143,331 $126,278
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T h e  a n n u a l am o rtiza tio n  for cap ita l le a s e s  included in D e ­
p reciation  in th e  C o n so lid a ted  S ta te m e n t o f In c o m e  w as  
$ 1 2 ,6 8 9 ,0 0 0  in 1 9 7 7  ($ 1 1 ,6 1 9 ,0 0 0  in 1 9 7 6 ).

M in im u m  le a se  c o m m itm en ts  a re  as  follows:

(In Thousands) Capital Operating
Leases Leases

1978.................................................... $ 26,052 $ 57,358
1979.................................................... 25,536 50,373
1980.................................................... 24,443 39,128
1981.................................................... 22,331 31,015
1982.................................................... 19,498 23,541
1983 and thereafter......................... 170,515 97,093
Total minimum lease payments...... 288,375 $298,508

Less estimated executory costs 2,297
Net minimum lease payments........ 286,078

Less amounts estimated to rep­
resent interest......................  114,797

Present value of net minimum lease
obligations.................................... 171,281
Less current accounts payable.. 12,609

Long term capital lease obligations $158,672

K M ART C O RPO R ATIO N (JAN)

Consolidated Balance Sheets

Property, at cost:
1978 1977

Land............................................... $ 34,062,000 $ 28,409,000
Buildings....................................... 88,602,000 89,782,000
Leasehold improvements........... 93,777,000 84,328,000
Furniture and fixtures................ 761,066,000 662,916,000
Construction in progress........... 40,763,000 8,229,000

Less— Depreciation and amorti­
zation ......................................

1,018,270,000

404,311,000

873,664,000

350,013,000
Total property owned................
Leased property under capital

613,959,000 523,651,000

leases...................................... 141,463,000
Total property..............................

Current Liabilities:
Portion of long-term debt due

$ 755,422,000$ 523,651,000

within one year....................
Obligations under capital leases

$ 1 ,381,000$ 1,388,000

due within one year............. 3,027,000
Accounts payable— trade.........
Accrued taxes, other than U.S.

870,039,000 761,511,000

and foreign income taxes ... 
Accrued payrolls and other

99,368,000 79,328,000

liabilities................................. 184,830,000 175,043,000
Dividends payable...................... 17,031,000 9,696,000
U.S. and foreign income taxes. 104,008,000 108,068,000
Total current liabilities..............

Deferred Gain on Sales and
1,279,684,000  1,135,034,000

Leasebacks ...................................
Deferred U.S. and Foreign Income

7,770,000 8,073,000

Taxes ............................................
Long-Term Debt, less portion due

71,385,000 61,026,000

within one y e a r.........................
Obligations Under Capital Leases,

210,798,000 210,858,000

less portion due within one year 
Minority Interest in Australian Sub­

sidiary ...........................................

152,113,000

18,543,000 8,788,000

Consolidated Statements of Changes In Financial Posi­
tion
Financial Resources Were Provided 

by:
Net income for the y e a r...........  $302,919,000 $266,574,000
Add (deduct) income charges 

(credits) not affecting work­
ing capital—

Depreciation and amortization: 
Leased property under capital
leases......................................  2,101,000

Property owned......................  64,513,000 55,877,000
Increase in deferred U.S. and

foreign income taxes...........  10,359,000 9,959,000
Undistributed net income from

insurance operations...........  (1,940,000) (344,000)
Other.............................................. (12,219,000) (5,134,000)

Working capital provided by opera­
tions .............................................. $365,733,000 $326,932,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note G: Leases— D uring  1 9 7 6 , th e  F in anc ia l A ccounting  
S ta n d a rd s  B oard  issued  S ta te m e n t o f F in anc ia l A ccounting  
S ta n d a rd s  N o. 13  (F A S  1 3 )— A ccou nting  for L e a s e s . T h e  
provisions of F A S  13 d erive  from  th e  v ie w  that le a s e s  w hich  
tran s fe r sub stan tia lly  all o f th e  b en efits  a n d  risks inc ident to  
the  o w n ersh ip  of p ro perty  should  b e  a c co u n ted  for as the  
acqu is ition  of an  a s s e t and  th e  in cu rren ce  of an  o b ligation  by 
th e  le s s e e  (i.e . cap ita l le a se s ). U n d e r th is  m etho d  of a c co u n t­
ing for le a se s , th e  a s s e t is a m o rtize d  on  a  s tra igh t-line  basis  
and  th e  ob ligation , including in teres t th e re o n , is liqu idated  
o ve r th e  life of th e  le a se . All o th er le a s e s  should  be a c ­
cou nted  fo r by record ing  p eriod ic  ren ta l e x p e n s e s  o ve r the  
life of th e  le a s e  (i.e . o p era tin g  le a se s ).

Prior to 1 9 7 7 , th e  c o m p a n y  acco u n ted  for all le a s e s  of 
retail facilities as  o p era tin g . H o w ev e r, cap ita l le a se s  relating  
to retail facilities o p e n e d  in 1 9 7 7  of a p p ro x im a te ly  $ 1 5 6  m il­
lion w e re  reco rd ed  as  o b liga tion s  u n d er cap ita l le a s e s  w ith  a  
corresp on d in g  in c re as e  in fixed  a ssets  o r re c e iv a b le s  from  
su b -ten an ts , w h e n  app licab le . T h e  e ffec t of this c h a n g e  w as  
to d e c re a s e  1 9 7 7  net in co m e for th e  y e a r by $ 5 5 6 ,0 0 0 , w hich  
is reconciled  as  follows:

Effect on 1977 
Net Income 

for the Year 
(Increase) 
Decrease

Minimum lease payments relating to capitalized
leases............................................................................$(5,425,000)

Amortization of leased property under capital leases 2,101,000  
Interest expense related to obligations under capital

leases (included in cost of merchandise sold)......  4 ,295,000
Currency fluctuation loss.................................................  46,000
Decrease in income before estimated income taxes.. 1,017,000
Estimated income taxes— timing differences..............  (461,000)
Decrease in net income for the y e a r ...........................$ 556,000

A dditionally , w h ile  F A S  13  req u ires  th a t cap ita l le a s e s  e n ­
te re d  into prior to 1 9 7 7  be reco rd ed  re tro active ly  no la te r than  
1 9 8 1 , th e  S ecu rities  and  E x c h an g e  C o m m iss io n  g en e ra lly  
req u ires  re tro active  app lication  in 1 9 7 8  a n d  th e  c o m p a n y  in­
ten d s  to  com ply . U n d e r th e  c o m p a n y ’s p resen t u n d ers tan d ­
ing of th e  criteria , if F A S  13 had b e e n  re tro active ly  a d o p ted  in 
1 9 7 7  for le a se s  relating  to retail fac ilities  o p e n e d  prior to  
1 9 7 7 , including s a les  and  le a s e b a c k s , th e  e ffec t on th e  ac -
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companying financial statements would have been as fol­
lows:

Fiscal Year Ended 
January 25, January 26,

Financial Statement 1978 1977
Caption Increase (Decrease)
Leased property under capital

leases......................................$ 958,724,000 $1 ,007,476,000
Receivables from sub-tenants

under direct financing leases $ 100,945,000 $ 109,026,000
Deferred gain on sales and

leasebacks..............................  $ (7,770,000) $ (8,073,000)
Deferred U.S. and foreign in­

come taxes............................  $ (36 ,424 ,000)$  (28,084,000)
Obligations under capital leases $ 1,131,725,000 $ 1,174,540,000  
Income retained for use in the

business at end of year......  $ (2 9 ,635 ,000)$  (25,305,000)
Net income for the y e a r...........  $ (4,330,000) $ (5,062,000)
Earnings per common and com­

mon equivalent share.........  $(.03) $(.04)

The caption “ Net income for the year,” shown above, in­
cludes currency fluctuation gains of $4,841,000 in 1977 and 
$3,377,000 in 1976. If such currency fluctuations had been 
excluded from the caption “ Earnings per common and com­
mon equivalent share,” the resultant per share charge would 
have been $.07 in both 1977 and 1976.

Description of Leasing Arrangements: The company con­
ducts operations primarily in leased facilities. Store leases 
are generally for terms of 25 years with multiple five-year 
renewal options which allow the company the option to ex­
tend the life of the lease up to 50 years beyond the initial 
noncancellable term. Certain leases provide for additional 
rental payments based on sales volume in excess of a 
specified base. Also, certain leases provide for the payment 
by the lessee of executory costs (taxes, maintenance and 
insurance), and selling space has been sublet to other retail­
ers in certain of the company’s leased facilities.

Capital Leases: The following is an analysis of leased 
property under capital leases:

Retail facilities...........................
Less accumulated amortization

Balance at 
January 25, 1978 

$143,564,000  
(2 , 101,000) 

$141,463,000

The following is a schedule, by years, of future minimum 
lease payments under capital leases and amounts receivable 
from sub-tenants under direct financing leases together with 
the present value of the net minimum lease payments pay­
able and receivable as of January 25, 1978:

Minimum Sub-Tenant
Lease Lease Payments

Payments Receivable
Fiscal Year Ended 

January:
1979 ..........................................$18,083,000 $ 1,215,000
1980 ...........................................  18,083,000 1,215,000
1981 ...............................................  18,083,000 1,215,000
1982 ............................................ 18,083,000 1,215,000
1983 ...........................................  18,083,000 1,215,000
Later years....................................356,478,000 24,399,000
Total minimum lease payments .446,893,000 30,474,000
Less amount representing esti­

mated executory costs........ (90,631,000)
Net minimum lease payments ..356,262,000 30,474,000
Less amount representing in­

terest ......................................(201,122,000) (17,814,000)
Present value of net minimum 

lease payments of which 
$3,027,000 and $165,000 
are included in current 
liabilities and current assets,
respectively............................$155,140,000 $12,660,000

O p e ra tin g  L ea s e s : The  following is a  schedule, by years, 
of future minimum rental paym ents required, less minimum  
sublease rental income, under operating leases that have  
initial lease term s in excess of one year as of January 25, 
1978:

Fiscal Year Ended 
January:
1979 ..........................................................................$ 269,230,000
1980 .......................................................  268,066,000
1981 ...........................................................  266,541,000
1982 ........................................................ 265,135,000
1983 .......................................................  263,662,000
Later years................................................  3 ,589,088,000
Total minimum payments required.......  4 ,921,722,000
Minimum sublease rental income........................... (207,487,000)
Net minimum annual rentals.................................... $4,714,235,000

T h e  following schedule shows the composition of total 
rental expense for all operating leases except those with 
term s of a  month or less that w ere not renewed:

Fiscal Year Ended 
January 25, January 26,

1978 1977
Minimum rentals................................ $288,434,000 $251,539,000
Rentals based on sales volume......  18,371,000 15,436,000
Less sublease rentals........................ (28,039,000) (29,055,000)

$278,766,000 $237,920,000
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TH E KR O G ER CO. (DEC)

Property, Plant and Equipment
1977 1976

Land.............................................. $ 14,189,891 $ 14,894,621
Buildings ...................................... 80,476,555 80,464,968
Equipment ...................................
Leaseholds and leasehold im­

provements ............................

509,969,465

116,939,019

463,184,072

159,936,945
Leased property under capital

leases...................................... 3,403,527

Allowance for depreciation and
774,978,457 718,480,606

amortization...........................
Property, plant and

321,710,959 296,363,852

equipment, net..........
Current Liabilities

Current portion of long-term

$453,267,498 $422,116,754

debt......................................... $ 5,805,154 $ 5,381,265
Notes payable.............................. 8,900,000
Accounts payable........................ 343,789,464 289,654,324
Accrued expenses ......................
Accrued federal income and

149,615,964 140,839,659

other taxes............................
Current portion of unredeemed

37,569,120 32,336,344

trading stamps......................
Current portion of obligations

26,926,973 26,985,895

under capital leases............. 62,853
Total current liabilities .. 

Other Liabilities
$563,769,528 $504,097,487

Long-term debt............................. $215,578,291 $232,982,894
Unredeemed trading stamps .. .. 26,926,973 216,985,895
Deferred federal income taxes. 79,290,159 69,401,864
Employees' benefit fund............. 31,934,419 34,106,565
Obligations under capital leases 3,313,919

Total other liabilities...... $357,043,761 $363,477,218

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Accounting Policies (in part)
Property, Plant and Equipment— P ro p e rty , p la n t a n d  

e q u ip m e n t a re  s ta ted  a t cost. D e p re c ia tio n  a n d  am o rtiza tio n , 
w hich  includes th e  a m o rtiza tio n  o f as s e ts  reco rd ed  u n d er  
cap ita l leases , is co m p u ted  princ ipally  on th e  stra igh t-line  
basis. All m a in te n a n c e  and  re p a irs  a re  c h a rg e d  to  earn ing s . 
B e tte rm e n ts  a n d  re n e w a ls  w h ich  in c re as e  th e  v a lu e  o r p ro ­
ductive  ca p a c ity  o f a ssets  a re  c a p ita lize d .

Leases— T h e  C o m p a n y  o p e ra te s  p rin c ip a lly  in le a s e d  
p rem ises . L e a s e  te rm s  g e n e ra lly  ra n g e  from  ten  to  tw en ty - 
five  y e a rs  w ith o p tions o f re n e w a l fo r add itio na l p eriods. O p ­
tions p rovide in s o m e  c a s e s  for re d u ced  ren ta ls  a n d /o r th e  
right to p u rch ase .

L e a s e  a rra n g e m e n ts  e n te re d  into in 1 9 7 7  h av e  b ee n  c la s ­
sified  as  cap ita l le a s e s  o r o p e ra tin g  le a s e s  in a c c o rd a n c e  
w ith  S ta te m e n t o f F in anc ia l A ccou nting  S ta n d a rd s  N o . 13  
w hich  b e c a m e  e ffec tive  for 1 9 7 7 .

R en t e x p e n s e  fo r 1 9 7 7  a n d  1 9 7 6  consists o f:

1977 1976
Minimum rentals, net of minor sub­

lease rentals................................ $ 9 5 ,1 9 1 ,0 3 2  $89,705,575
Contingent rentals, operating leases 6,984,803 6,799,984
Total ..................................................  $102,175,835 $96,505,559

C e rta in  of th e  le a se s  p ro vid e  for co n tin g en t ren ta l b ased  
upon a  p erc e n t o f sa les . N o  con tin gen t ren ta ls  w e re  incurred  
for cap ita l le a se s  during  1 9 7 7 .

A sse ts  reco rd ed  u n d er cap ita l le a s e s  as  o f D e c e m b e r 3 1 , 
1 9 7 7  consist of:

Store facilities............................
Less accumulated amortization

$3,403,527
(77,752)

$3,325,775

M in im u m  a n n u a l ren ta ls , net o f s u b le a s e d  ren ta ls  w hich  
a re  m in or in a m o u n t, for th e  five  y e a rs  s u b s e q u e n t to  1 9 7 7  
and  in th e  a g g re g a te  a re  as  follows:

Capital Operating
Leases Leases

1978 ............................................ $ 412,956 $ 96,041,000
1979 ............................................ 412,956 92,310,000
1980 ............................................ 412,956 88,912,000
1981 ............................................ 412,956 85,919,000
1982 ............................................ 412,956 82,951,000
1983 and thereafter................... 6,022,275 925,453,000

$8,087,055 $1,371,586,000
Less estimated executory costs

included in capital leases ... 685,279
Net minimum lease payments

under capital leases............. $7,401,776
Less amount representing in­

terest ...................................... 4 ,025,004
Present value of net minimum

lease payments under capital
leases...................................... $3,376,772

L e a s e  a rra n g e m e n ts  e n te re d  into prior to  1 9 7 7  h av e  b een  
a c co u n ted  for as  o p e ra tin g  le a se s . H a d  such  le a s e s  b een  
a c co u n ted  fo r in a c c o rd a n c e  w ith  S ta te m e n t o f F in an c ia l A c­
counting  S ta n d a rd s  N o . 13 , th e  fo llow ing am o u n ts  o f assets  
and  liabilities w ou ld  h a v e  b ee n  reco rd ed  as  o f th e  d a te s  indi­
ca ted :

Dec. 3 1 ,  1977 Jan. 1 ,  1977
Total capital leases, net of accumu­

lated amortization......................  $101,057,000 $105,894,000
Total obligations under capital

leases............................................  $103,508,000 $108,010,000

C a p ita liza tio n  o f le a s e  a rra n g e m e n ts  e n te re d  into p rior to  
1 9 7 7 , in a c c o rd a n c e  w ith  S ta te m e n t o f F in anc ia l A ccounting  
S ta n d a rd s  N o . 13 , w ou ld  h a v e  re d u ced  n et e a rn in g s  by an  
e s tim a te d  $ 3 3 5 ,0 0 0  fo r th e  y e a r e n d e d  D e c e m b e r 3 1 , 1 9 7 7  
and  by an  e s tim a te d  $ 2 3 5 ,0 0 0  for th e  y e a r  e n d e d  J a n u a ry  1, 
1 9 7 7 .
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LYNCH CORPORATION (DEC)

P r o p e r ty , P la n t and E q u ip m en t 
(N ote E)

1 9 7 7 1 9 7 6

L a n d ........................................................ $  1 7 8 ,5 2 8 $  1 7 8 ,5 2 8
Buildings and im provem ents . . . . 3 ,4 1 6 ,4 0 8 3 ,4 4 1 ,0 3 6
M ach inery  and e q u ip m e n t.......... 2 ,3 0 5 ,6 4 8 3 ,0 5 5 ,6 9 9

5 ,9 0 0 ,5 8 4 6 ,6 7 5 ,2 6 3
Less accumulated depreciation .. 3 ,8 3 6 ,1 7 9 3 ,6 5 0 ,3 7 2

Leased m achinery and equ ip ­
m ent, less accumulated de­
p re c ia tio n  o f $ 4 2 ,3 1 9  in 
1 9 7 7  (Note F ) .............................

2 ,0 6 4 ,4 0 5

2 9 6 ,2 2 8

3 ,0 2 4 ,8 9 1

3 3 8 ,5 4 7

Current Liabilities
C u rren t in s ta llm ents  o f long­

term  d e b t.......................................

$ 2 ,3 6 0 ,6 3 3  

$ 2 5 7 ,9 3 4

$ 3 ,3 6 3 ,4 3 8  

$  9 2 0 ,0 0 8
C urrent installm ent of capital

lease o b lig a tio n ......................... 1 7 1 ,5 5 6 1 5 5 ,2 0 7
Trade accounts p a y a b le ................
C om pensation, ta x e s , pension

3 2 1 ,8 6 6 4 5 0 ,3 6 3

and other accrua ls .................... 2 ,2 4 5 ,2 9 2 2 ,0 0 2 ,8 0 3
Custom ers' a d v a n c e s ..................... 4 1 3 ,1 9 7 2 7 4 ,4 7 8

Total Current L ia b ilitie s ........ 3 ,4 0 9 ,8 4 5 3 ,8 0 2 ,8 5 9
Long-term  D ebt, less cu rren t in ­

stallm ents (N ote E)........................... 1 ,3 7 9 ,6 5 1 4 ,7 2 5 ,0 8 6
Capital Lease O bligation, less cur­

rent installments (N ote F ) ............ 1 ,4 8 2 ,8 8 4 1 ,6 5 4 ,4 4 3

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): Accounting and Reporting Policies
Properties and Depreciation— Property, plant and equip­

ment is recorded at cost and includes expenditures for addi­
tions, major improvements and amounts recorded under cap­
ital leases. Maintenance and repairs are charged to opera­
tions as incurred. Depreciation is computed primarily by the 
straight-line method over the estimated useful lives of the 
assets and includes amortization of assets under capital 
leases.

Note F: Leases—On December 30, 1976, the Company 
sold substantially all of the machinery and equipment of its 
Lynch Machinery Division to Manufacturers Hanover Leasing 
Corporation for $1,809,650. Simultaneously, the Company 
entered into a lease agreement with the leasing company 
covering such assets for a term of eight years at an annual 
rental of $332,943 with an option to renew for one year at the 
then fair rental rates. The Company also has an option to 
purchase the property at the end of the lease term or renewal 
term at the then fair market value as determined by indepen­
dent appraisal.

This lease has been capitalized during 1977 in accordance 
with the provisions of Statement of Financial Accounting 
Standards No. 13 and the financial statements for 1976 have 
accordingly been restated. The restatement had no effect on 
income as previously reported.

The following table summarizes the Company’s future 
lease obligations under the aforementioned capital lease and 
various operating leases as of December 31, 1977. All of the

leases are on a net basis, and the Company is also responsi­
ble for all operating costs such as insurance, taxes and 
maintenance:

Years Ending Capital Operating
D ecem ber 31 Lease Leases
1 9 7 8  .............................................................. $  3 3 2 ,9 4 3 $ 2 3 ,9 0 6
1 9 7 9  .............................................................. 3 3 2 ,9 4 3 2 0 ,9 0 6
1 9 8 0  .............................................................. 3 3 2 ,9 4 3 1 1 ,9 0 6
1981 .............................................................. 3 3 2 ,9 4 3 1 1 ,9 0 6
1 9 8 2  .............................................................. 3 3 2 ,9 4 3 3 ,9 6 8
1 9 8 3 -1 9 8 4  ................................................ 6 6 5 ,8 8 6 -0 -
Total future lease ob ligations............ 2 ,3 3 0 ,6 0 1 $ 7 2 ,5 9 2
Less interest at 1 0 . 1 4 % .....................
Present value of fu ture lease obliga­

tions ........................................................

6 7 6 ,1 6 1

$ 1 ,6 5 4 ,4 4 0

Rental expense for operating leases amounted to approx­
imately $132,000 and $153,000 in 1977 and 1976, respec­
tively. Operations for 1977 also include a charge of $201,000, 
representing future noncancellable lease obligations for plant 
facilities no longer used in operations.

PPG INDUSTRIES, INC. (DEC)

1 9 7 7 1 9 7 6
($  M illions)

Current liabilities:
S hort-term  b o rro w in g s ..................
Accounts payable and accrued

$ 2 2 .2 $ 2 0 .8

expenses ....................................... 2 7 9 .3 2 3 5 .9
D om estic and fo re ig n  incom e

taxes ............................................... 1 5 ,0 7 0 .9

Obligations under capital leases 6 .9 6 .5
Total current lia b ili t ie s .......... 3 2 3 .4 3 3 4 .1

Long-term d e b t........................................... 4 4 5 .3 4 5 3 .2
Obligations under capital le a s e s .. . . 5 9 .0 6 3 .4

NOTES TO FINANCIAL STATEMENTS
Note 7: Lease arrangements and rent expense
PPG utilizes assets under lease arrangements in several 

areas of its operations:

Transportation equipment, which includes a tanker ship, 
automobiles, trucks, rail tank cars, etc., is generally leased 
under arrangements which qualify as a capital lease.

Several manufacturing facilities, which are technically 
classified as leases under industrial development type loan 
arrangements, are essentially installment purchases of the 
facilities. Such leases have been accounted for as capital 
leases.

Most of the distribution facilities, warehouses and store 
facilities are leased under relatively short-term arrangements 
and are classified as operating leases.

Capital Leases:
In 1977, PPG changed its criteria for capitalizing leases to 

conform to the Financial Accounting Standards Board State­
ment No. 13—Accounting for Leases. This accounting 
change was applied on a retroactive basis.

The following is an analysis of leased property under capi­
tal leases by major classes:
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Buildings ..............................
Transportation equipment.. 
Machinery and equipment .
O ther....................................

Total capitalized leases. 
Accumulated amortization.. 

Net capitalized leases..

December 31 
1977 

(Millions)
$ 11.7

53.6 
18.9
19.6 

103.8 
(40.4)

$ 63.4

1976

$ 1 1 . 7
53.2
18.2 
19.5

102.6 
(33.9) 

$ 68.7

The following is a schedule of future minimum lease pay­
ments under capital leases together with the present value of 
the net minimum lease payments as of December 31, 1977:

Year ending December 31
1978 .......................................................................
1979 .......................................................................
1980 .......................................................................
1981 .......................................................................
1982 .......................................................................
After 1982 ..............................................................
Total minimum lease payments...........................
Executory costs......................................................
Net minimum lease payments............................
Amount representing interest..............................
Present value of net minimum lease payments

(Millions) 
$ 13.4 

11.8
9.7
8.7  
8.5

64.1 
116.2 
(13.7) 
102.5 
(36.6) 

$ 65.9

Amortization of capital leases amounted to $8.2 million in 
1977. Such amortization is included in depreciation expense 
in the Statement of Earnings.

Operating Leases:
The following is a schedule of future minimum rental pay­

ments excluding executory costs required under operating 
leases that have initial or remaining noncancellable lease 
terms in excess of one year as of December 31, 1977:

Year ending December 31 (Millions)
1978 .......................................................  $17.9
1979 .......................................................  9.0
1980 .......................................................  6.7
1981 .......................................................  5.6
1982 .......................................................  4.3
After 1982 ..................................................................  13.5

Total minimum payments required...........  $57.0

The total rental expense for all operating leases for the
years ended December 31, 1977 and 1976 was $23.5 million 
and $20.2 million, respectively. There were no significant
amounts of contingent or sublease rentals during these 
years.

SCOA INDUSTRIES INC. (JAN)

1978
Leased property under capital 

leases, net of accumulated
amortization (note 5 ) .................. $15,127,000

Current liabilities:
Accounts payable and accrued ex­

penses........................................... $68,415,000
Federal and Canadian income taxes 8,340,000
Dividends payable............................. 842,000
Current installments of long-term

debt (Note 3 )................................ 7,065,000
Current obligations under capital

leases (Note 5 ) ...........................  242,000
Total current liabilities..................... 84,904,000
Non-current obligations under capi­

tal leases (Note 5 )......................  14,979,000

1977

$52,344,000
6 ,209,000 

672,000

6 ,805,000

66,030,000

Note 5: Long-term leases (tables in thousands) — In 
January 1977, the Company adopted a policy for financial 
accounting and reporting for leases consistent with the stan­
dards established by the Financial Accounting Standards 
Board. Accordingly, leasing agreements entered into on or 
after January 1, 1977 have been evaluated under such stan­
dards and accounted for as capital or operating leases, as 
appropriate.

At January 28, 1978, the Company was obligated under 
lease agreements covering both real and personal property. 
Many of the real property leases and some personal property 
leases contain renewal options. Some leases provide for ad­
ditional rentals based on sales. Consolidated, net rent ex­
pense for all operating leases was as follows:

Fiscal year ended
January 28, January 29,

Non-capitalized capital leases:
1978 1977

Minimum rentals......................... $ 4,303 $ 4,317
Rentals based on sales..............

Other leases, including cancellable 
and short-term leases:

348 385

Minimum rentals......................... 21,980 20,320
Rentals based on sales.............. 7,135 6,626

$33,766 $31,648

As of January 28, 1978, the majority of the lease agree­
ments covering personal property were cancellable or had a 
duration of less than one year. Minimum rental commitments 
under all noncancellable leases (primarily real property 
leases), including capital leases, in effect at January 28, 
1978, were as follows:
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Non­
capitalized 

capital 
leases 

$ 4,292  
4,292 
4,252
4 , 186
4 , 186 

65,928

Other 
operating 

leases 
$ 15,186 

13,332 
12,056 
10,925 

9,903 
89,956

$87,136 $151,358

Fiscal year
ending in Capital
January Total leases
1979 .........................  $ 21,272 $ 1,794
1980 .........................  19,418 1,794
1981 .........................  18,102 1,794
1982 .........................  16,905 1,794
1983 .........................  15,883 1,794
Thereafter ................ 184,921 29,037
Total minimum rental

commitments......  $276,501 38,007
Less amount repre­

senting estimated
executory costs .. 631

Net minimum rental
commitment........  37,376

Less amount repre­
senting interest 
(interest rates 
ranging from
8.8%  to 9 .7% ) . 22,155

Present value of net 
minimum lease
commitments......  $15,221

The following is an analysis of the composition of leased 
property under capital leases, net of accumulated amortiza­
tion as of January 28, 1978:

Asset balances at 
January 28, 1978

Retail outlets...............................................................  $13,275
O ther............................................................................  2,266

15,541
Less accumulated amortization................................ 414
Leased property under capital 

leases, net of accumulated
amortization.................................  $15,127

For the year ended January 28, 1978, net income and 
related expense accounts were charged or credited for the 
effect of capital leases as follows:

Fiscal year ended 
January 28, 1978

Interest expense.........................................................  $634
Depreciation expense................................................ 414
Rent expense— credit................................................ (834)
Income tax— credit....................................................  (103)
Net income— decrease..............................................  $111

In accordance with the standards established for lease ac­
counting, the financial statements have not been restated for 
the effects of capital lease agreements entered into prior to 
January 1, 1977. If such leases had been capitalized at the 
balance sheet dates, the following is the amount of the asset 
and the liability that would have been included:

Fiscal year ended 
January 28, January 29,

Leased property under capital 
leases:
Retail outlets................................
O ther............................................

Less accumulated amortization . 
Leased property under capital 

leases, net of accumulated
amortization...........................

Obligations under capital leases;
Current .......................................
Non-current.................................

1978

$41,158
1,617

42,775
11,878

$30,897

$ 833
36,172 

$37,005

1977

$41,158
1,617

42,775
10,284

$32,491

$ 779
37,005 

$37,784

January 28, January 29,
1978 1977

$3,288 $3,347
1,594 1,594

(4,067) (4,067)
(6)

(391) (417)
$ 424 $ 451

The aggregate present value of minimum rental commit­
ments (obligations under capital leases) of non-capitalized 
capital leases was determined by discounting minimum 
commitments under the lease agreements at interest rates in 
effect at the time the lease agreements were signed. Interest 
rates ranged from 4.4% to 11.9% during the years leases 
commenced. If the non-capitalized capital leases had been 
capitalized, the related asset values amortized on a straight- 
line basis, and interest expense accrued on outstanding 
lease obligations, net income and related expense accounts 
would be changed as follows:

Fiscal year ended

Interest expense................................
Depreciation expense......................
Rent expense— credit......................
Other charges, net— credit.............
Income tax— credit...........................
Net income— decrease.....................

SQUIBB CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Leases—The Company is obligated at December 3 1 , 1977 

under long-term operating leases for various types of prop­
erty and equipment, with minimum aggregate rentals totaling 
$159,844,000, as follows: $17,130,000 in 1978, $14,460,000 
in 1979, $12,651,000 in 1980, $10,762,000 in 1981, 
$9,571,000 in 1982, and $95,270,000 in later years. 
Minimum aggregate rentals have not been reduced by 
minimum sublease rentals of $12,973,000 under non- 
cancelable subleases.

Most of the Company’s leases are renewable for periods of 
three to five years and contain clauses for escalations, pay­
ment of real estate taxes, maintenance, insurance and cer­
tain other operating expenses of the properties. Certain 
leases are expected to be renewed or replaced at expiration. 
Total rental expense for operating leases was:

1977 1976
(Amounts in thousands)

Minimum rentals................................ $26,055 $24,807
Contingent rentals............................. 7,208 6,033
Sublease rentals................................ (2,783) (2,508)

$30,480 $28,332
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Contingent rentals on certain leased facilities are based on a 
percentage of sales in excess of stipulated minimums.

The Company’s obligations under capital leases are not 
material.

WEST POINT-PEPPERELL, INC. (AUG)

1973 through August 28, 1976 has been restated. The effect 
of restating these prior years was to decrease net income 
and related net income per share by the following amounts:

Consolidated Balance Sheet
1977

Property, Plant and Equipment, At 
Cost (Note C):
Land .............................................. $ 3,388,274
Buildings ......................................  77,846,617
Machinery and equipment........  265,038,818
Leasehold improvements...........  1,337,894

347,611,603
Less accumulated depreciation.. 194,791,436

152,820,167
Leased property under capital 

leases net of amortization
(Note I ) ................................... 9,205,000
Net property, plant and

equipment........................ $162,025,167
Current Liabilities:

Notes payable— banks..............  $ —
Notes payable— commercial

paper......................................  14,500,000
Current maturity of long-term

debt.........................................  624,149
Current obligations under capital

leases (Note I ) ......................  2,288,000
Accounts payable........................ 47,480,243
Federal income ta x ..................... 5,097,306
Other accrued taxes...................  3,873,022
Accrued payrolls and related

expenses................................ 7,646,849
Other accrued liabilities............. 9,225,299

Total current liabilities .. 90,734,868
Long-term Debt.................................  109,735,509
Long-term Obligations Under Capital

Leases (Note I) ............................  7,535,000
Deferred Compensation...................  1,393,369
Deferred Federal Income Tax.......... 10,270,000

1976

$ 3,169,016  
74,135,045  

246,750,022  
1,481,690  

325,535,773  
184,156,184 
141,379,589

8 ,253,000 

$149,632,589  

$ 750,000

39,770,000

2,910,192

1,954,000 
41,984,268

6,457,041
4,130,595

7,523,327
7,089,319

112,568,742
68,120,882

6,864,000 
1,487,594
7,870,000

Consolidated Statement of Income and Retained Earn­
ings
Costs and expenses:

Cost of goods sold......................  $662,720,895 $571,428,770
Depreciation (Note C ) ................ 15,686,629 14,711,993
Amortization of capital leases

(Note I ) ................................... 2,288,000 1,954,000
Selling and administrative ex­

pense...................................... 77,971,532 70,819,960
Interest expense:

Long-term debt......................  8 ,110,497 5,316,551
Capital leases........................ 919,000 823,000
Other...................................... 1,897,112 1,945,210

Total costs and expenses $769,593,665 $666,999,484

Note I: Leases— In order to comply with Statement of Fi­
nancial Accounting Standards No. 13, Accounting for 
Leases, the accounting for fiscal years ended August 25,

(000
omitted) Earnings Per Share
Net Income Primary Fully Diluted

1976 ................. ............. $ 49 $.01 $.01
1975 ................. .............. 61 .01 .01
1974 ................. ............. 60 .01 .01
1973 ................. .............. 124 .03 .03

Fiscal year ended August 25, 1973, the earliest year re­
stated, included $75,000 ($.02/share) applicable to prior 
years.

The Company’s leases consist primarily of sales offices, 
warehouses, telephone equipment, automotive equipment, 
data processing equipment and a 152,000 square foot knit­
ting plant. The sales offices, warehouses and knitting plant 
are considered to be operating leases that expire over the 
next 23 years. The telephone equipment, automotive equip­
ment and data processing equipment are generally consid­
ered to be capital leases, the longest of which expires in 
1987.

Some of the operating leases stipulate that the Company 
can (a) purchase the property at its fair market value or (b) 
renew the lease at its then fair rented value. Some of the 
Company’s leased space, principally sales office space, is 
sublet under leases expiring over the next 13 years.

The following is an analysis of the leased property under 
capital leases by major classes:

Asset Balances at 
August 27, August 28, 

1977 1976
(000 omitted)

Classes of Property
Telephone equipment........................
Automotive equipment......................
Data processing equipment.............

Less accumulated amortization......

The following is a schedule by years of future minimum 
lease payments under capital leases together with the pres­
ent value of the net minimum lease payments as of August 
27, 1977:

Fiscal Year (000 omitted)
1978 ............................................................................ $ 3,022
1979 ............................................................................ 2,532
1980 ............................................................................ 2,166
1981 ............................................................................  1,806
1982 ............................................................................ 1,086
Later ............................................................................  2,088
Total minimum lease payments................................ 12,700
Amount representing interest.................................  (2,877)
Present value of net minimum lease payments (in­

cluding $2,288 classified as current obliga­
tions under capital leases).................................  $ 9,823

$ 2,886 $ 2,910
8,672 6,700
3,730 4,082

15,288 13,692
6,083 5,439

$ 9,205 $ 8,253
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The following is a schedule by years of future minimum 
rental payments required under operating leases that have 
initial or remaining noncancellable lease terms in excess of 
one year as of August 27, 1977:

Fiscal Year (000 omitted)
1978 ............................................................................ $ 3,598
1979 ............................................................................ 3,269
1980 ............................................................................ 2,857
1981 ............................................................................ 2,586
1982 ............................................................................ 2,411
Later ............................................................................ 35,273
Total minimum lease payments................................ 49,994
Less minimum sublease rentals................................ (6,053)
Net minimum lease payments required.................. $43,941

The following schedule shows the composition of total
rental expense for all operating leases except those with 
terms of a month or less that were not renewed:

Fiscal Year Ended 
August 27, August 28, 

1977 1976
(000 omitted)

$5,685 $5,728
(895) (852)

$4,790 $4,866

Minimum rentals........
Less sublease rentals.

Deferred Taxes

ABBOTT LABORATORIES (DEC)

1977
Other Liabilities and Deferrals: 
Deferred income taxes (Note 1) ...
O ther..................................................

Total Other Liabilities and Defer­
rals...........................................

$31,417,000
28,831,000

1976

$30,084,000
20,226,000

$60,248,000 $50,310,000

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies.
Income Taxes— Provisions are made for the estimated 

amount of income taxes on reported earnings which are pay­
able currently and in the future. Investment tax credits, which 
are not material, are reflected in income by amortization over 
the lives of the related assets. At December 31, 1977, un­
amortized investment tax credits have been reclassified from 
equipment to deferred income taxes; related 1976 amounts 
have been restated. U.S. income taxes are accrued, as 
applicable, on those earnings of subsidiaries which are in­
tended to be remitted to the parent company. Undistributed 
earnings reinvested indefinitely in subsidiaries, as working 
capital and plant and equipment, aggregated $123,400,000 
at December 31, 1977.

OTHER NONCURRENT LIABILITIES

In addition to long-term debt, many of the survey com­
panies presented captions for deferred taxes, minority in­
terests, liabilities to or for employees, estimated losses or 
expenses, and deferred credits. Table 2-28 summarizes the 
nature of such noncurrent liabilities and deferred credits.

TABLE 2-28: OTHER NONCURRENT LIABILITIES

1977 1976 1975 1974
Deferred income taxes........ 474 466 479 481
Minority interest................... 156 173 179 205
Employee Liabilities
Deferred compensation, 

bonus, etc........................ 101 102 86 73
Pension or retirement plan . 61 70 69 62
Other —  described.............. 10 14 27 28
Estimated losses or expenses
Discontinued operations...... 21 19 29 29
Insurance .............................. 10 7 14 22
Warranties ..............  .......... 8 8 8 8
Other —  described.............. 42 43 62 63
Deferred credits
Production payments........... 12 21 15 13
Payments received prior to 

rendering service........... 11 12 17 14
Deferred profit on sales...... 9 12 13 12
Excess of acquired net as­

sets over cost................. 6 4 7 6
Other —  described.............. 11 20 18 41
"Miscellaneous" or "other" 232 222 240 247

HOUDAILLE INDUSTRIES, INC. (DEC)

Other Liabilities (current portion in­
cluded in current liabilities):

1977 1976

$22,555,000 $23,985,000
1,029,048 195,367
3,103,382 2,961,667

5,476,935 5,688,680
$32,164,365 $32,830,714

Capital lease obligations— net . 
Deferred compensation plans .. 
Taxes on income deferred to fu­

ture periods (Notes A and J) 
Total other liabilities .. ..

Note A (in part): Accounting Policies:
Income Taxes—The Corporation provides for deferred in­

come taxes on all significant timing differences which repre­
sent the tax effects of transactions reported for tax purposes 
in periods different than for book purposes. Investment tax 
credits are accounted for on the flow-through method as a 
reduction of the provision for income taxes in the year in 
which the related property is placed in service.

RAYBESTOS-MANHATTAN, INC. (DEC)

1977 1976
Long-Term Debt ................................ $47,533,844 $43,890,928
Deferred Income Taxes (Note I) ... 3 ,710,885 986,120
Deferred Credits Other ...................  766,963
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Note I: Deferred Income Taxes—The deferred income 
taxes of $2,516,533 shown as a current asset at January 1, 
1978 result principally from the difference between book and 
tax expenses, which will reverse in 1978.

The long-term deferred income taxes payable of 
$3,710,885 at January 1, 1978 consist principally of (1) a tax 
benefit resulting from a pension deduction on the Company’s 
1971 consolidated tax return, which will reverse over the 40- 
year period of funding the past service costs; (2) a tax liability 
resulting from the adoption of full absorption costing for tax 
purposes, payable ratably through 1986; (3) the deferred tax 
benefit on deferred termination pay which will reverse over a 
23-year period; (4) and the deferred tax arising from the in­
stallment method of accounting for the gain on the sale of the 
roll business for tax purposes which will reverse over a 10- 
year period.

Based upon current anticipated expenditures and opera­
tions, it is not expected that the reversal of deferred income 
taxes will have a material effect upon the cash outlay for 
taxes in any one future year.

Minority Interests

AM ER IC AN  CAN C O M PAN Y (DEC)

FAIR CHILD  INDUSTRIES, INC. (DEC)

Total current liabilities .....................
Long-term d e b t ....................................
Unfunded employee benefits related 

to plants closed or to be closed
Deferred income taxes .....................
Minority interest .................................

ESM ARK, INC. (OCT)

1977

($ millions) 
$ 6 1 7 .0  

3 6 0 .4

1 4 1.6  
101.3  

19.4  

$ 1 ,2 3 9 .7

1976

$ 4 7 6 .2
3 6 4 .2

124.1
1 0 2.9

18.5

$ 1 ,0 8 5 .9

Total assets less current liabilities

1977

$ 1 ,3 6 4 ,3 6 3

1976

($ 000)
$ 1 ,2 5 4 ,9 1 5

Less
Long-term debt...................................... 4 4 4 ,0 5 4 4 0 1 ,1 3 4
Deferred income taxes ..................... 9 0 ,9 8 7 6 9 ,9 2 8
Other noncurrent a m o u nts............... 6 6 ,5 4 5 5 6 ,3 5 0
M inority interests in subsid iaries... 1 8 ,5 56 16,9 15

Total .................................. 6 2 0 ,1 4 2 5 4 4 ,3 2 7

Net assets applicable to stockhol­
ders' e q u ity .................................... $ 744,221 $ 7 1 0 ,5 8 8

FINANCIAL COMMENTS
Minority interests—Substantially all of the amounts shown 

for minority interests in subsidiaries relate to the publicly 
owned 12% interest in TransOcean.

1977 1976

Total Current L ia b ilit ie s .....................
Lo n g -T e rm  D eb t, Le ss  C u rre n t

9 8 ,9 0 5 ,9 4 8 $ 6 5 ,2 6 2 ,9 7 7

M a tu ritie s....................................... 3 0 ,1 0 5 ,3 8 9 3 1 ,4 9 5 ,3 9 5
Deferred Income T a x e s ..................... 2 ,4 5 1 ,1 8 3 1 ,9 6 4 ,7 0 0
Deferred Incom e..................................
M inority Interest in Sw earingen

2 ,1 8 0 ,5 8 5 1,87 3 ,4 7 1

Aviation Corporation..................... 1 7 9 ,5 8 0 —

G ULF O IL C O R PO R ATIO N  (DEC)

1977 1976

($ millions)
Total current lia b ilit ie s ...................... $ 4 ,2 3 2 $4,191
Long-term debt......................................
Deferred production payment pro­

ceeds ................................................

1 ,3 0 7

120

1 ,16 8

123
Deferred income t a x e s ...................... 619 483
Other long-term liab ilitie s................. 179 145
Minority interests (Note 23) .......... 431 397

Total Liab ilit ies........................... $ 6 ,8 8 8 $ 6 ,5 0 7

Note 23: Minority interests— Minority interests in the equity 
of consolidated subsidiaries, primarily Gulf Oil Canada Li­
mited of which the Company owned 68.2 percent at De­
cember 31, 1977 and 68.3 percent at December 31, 1976, 
were comprised of the following:

M illions of Dollars
December 31

1977 1976

Capital s t o c k ......................................... $112 $110
Retained earn ings................................. 317 285
Other ....................................................... 2 2

$431 $397

UNITED STATES STEEL CO R PO R ATIO N  (DEC)

1977 1976

(In millions)
Total Current L ia b ilit ie s .....................
Long-term debt, less unamortized

$ 1 ,7 1 2 .5 $ 1 ,6 3 7 .4

discount............................................. 2 ,3 0 0 .2 1 ,9 5 9 .9
Deferred income t a x e s ...................... 4 4 5 .8 4 0 5 .3
Deferred credits and other liabilities 
Preferred stock of consolidated sub­

sidiary (Note 1 2 ) ..........................

6 4 .2

2 5 0 .0

3 6 .3

Total L iab ilit ies................. $ 4 ,7 7 2 .7 $ 4 ,0 3 8 .9

Note 12: Preferred Stock o f Consolidated Subsidiary— 
Two and one half million shares of $100 par ($250.0 million), 
nonvoting floating rate preferred stock of Quebec Cartier Min­
ing Company (QCM) were issued in 1977 to financial institu­
tions. Dividends are cumulative and payable quarterly. These 
dividends amounted to $4.5 million in 1977 and are included 
in interest and other costs on debt. This financing allowed 
QCM to replace a substantial part of its existing debt at a 
lower carrying cost, and also to provide financing for current 
expenditures.
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Shares may be tendered by the holders and/or redeemed 
by QCM in three equal installments from 1983 through 1985. 
U. S. Steel has agreed that upon the happening of certain 
stated events, it will, upon tender by any holder, purchase 
such shares at par plus 200% of accrued and unpaid di­
vidends.

Employee Related Liabilities

BRIGGS & STRATTON CORPORATION (JUN)

1977 1976
Total Current Liabilities...................  $47,090,000 $44,927,000
Deferred Income Taxes...................  3 ,085,000 1,838,000
Accrued Employee Benefits............. 5,943,000 4,734,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Accrued Employee Benefits: The Company’s life insur­
ance program includes payment of a death benefit to ben­
eficiaries of retired employees. The Company accrues for the 
estimated cost of these benefits over the estimated working 
life of the employee. Past service costs for all retired 
employees have been fully provided for and the Company is 
accruing for the prior service costs associated with active 
employees over thirty years. The Company also accrues for 
the estimated cost of supplemental retirement and death 
benefit agreements with certain officers.

DOYLE DANE BERNBACH INC. (DEC)

1976 1977

Other Liabilities and Deferred Cred­
it:
Estimated taxes payable (Note K

(a))..................................
Deferred compensation benefits

(Note E (b))............................
Deferred income.........................

($000)

$895,800 $ 895,800

—  89,702
—  125,000

$895,800 $1,110,502

Note E (in part): Employee Benefit Plans
(b) The Registrant has deferred compensation agreements 

with certain key executives providing that a portion of their 
compensation would be deferred over a period of years, 
which in no event would extend beyond 1984, in exchange 
for aggregate annual payments ranging from $7,000 to 
$49,500 per year, for fifteen years certain beginning when the 
executive reaches the age of 65 or at his death. The Regis­
trant has also entered into a deferred compensation agree­
ment with another key executive providing for annual pay­
ments of $50,000 per year for fifteen years certain beginning 
when the executive reaches the age of 65 or date of termina­
tion of his employment, whichever is later, or at his death if he 
should die before reaching age 65, provided that his 
employment with the Registrant shall not have terminated 
except by reason of death or disability before December 31, 
1987. The agreement provides that if employment is termi­

nated for reasons other than death or disability after De­
cember 3 1 , 1983 but prior to December 31, 1987, the amount 
of deferred benefits would be reduced.

The deferred compensation expense for the year ended 
December 31, 1977 was $89,702 which is the present value 
of the retirement benefits computed at the balance sheet 
date. These plans do not qualify under the Internal Revenue 
Code, and therefore tax deductions are allowable only when 
benefits are paid. Appropriate provision has been made for 
deferred taxes associated with the deferred compensation 
liability.

The Registrant has insured the lives of these executives for 
amounts sufficient to discharge its obligations thereunder.

Note K (in part): Income Taxes
(a) Material tax differences will probably be assessed 

against the Registrant in connection with certain positions it 
has taken in its 1976 tax returns pertaining to an investment 
in a tax shelter. Management has accrued $895,800 of esti­
mated tax liability in 1976 in order to fully provide for any 
assessment in the event that the matter is finally determined 
contrary to its position. The provision is classified as a non- 
current liability since final resolution of the issue cannot take 
place for at least several years.

GEORGIA-PACIFIC CORPORATION (DEC)

1977 1976

Long-term debt, excluding current
portion...........................................

Convertible subordinated deben­
tures 5¼%  due 1996................

Deferred income taxes.....................
Employee stock purchase plan (Note 

1 1 ) ....................................................

($000)

$607,000

125,000
280,000

10,000

$318,000

125,000
250,000

6,000

Note 11 (in part): Capital Stock—As of December 31, 
1977, 440,000 shares of common stock were subscribed at 
$26.54 per share under the 1976 Employee Stock Purchase 
Plan. Subscribers have the option to receive their payments 
plus interest at the rate of 6% per annum in lieu of stock. The 
Plan expires on March 31, 1978.

The shares and prices relating to the Stock Option Plans 
and the Employee Stock Purchase Plan are subject to ad­
justment for certain changes in the capital structure, including 
common stock splits.

GIDDINGS & LEWIS, INC. (DEC)

1977 1976
Long-term debt due after one year 26,532,578 28,008,523
Accrued pension liability (Note 6 ).. 867,590 898,585
Deferred items:

Income taxes................................ 1,124,983 863,334
Unamortized gain on disposal of 

property................................. 120,822 151,147

Note 6 (in part): Pension plans— For the PST hourly pen­
sion plan, the excess at organization of vested benefits over 
fund assets that were transferred to the PST trustees, net of 
applicable income taxes, is reported in the consolidated bal­
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ance sheet as an accrued pension liability.
(PST refers to Pressed Steel Tank Co. which merged with 

Giddings & Lewis, Inc. during 1977.)

GRANGER ASSOCIATES (AUG)

1977 1976
Long-term loans...................................  $ 4 ,0 0 0 ,0 0 0  $ 1 ,500 ,000
Capitalized lease obligations............ 596 ,308  292,033
Accrued severance p a y ....................  106 ,319 78 ,049
Deferred taxes on income...............  300 ,642  68 ,070

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10: Severance Pay Plan—The Company has a 
severance pay plan whereby all employees who were 
employed on August 31, 1973, and had then completed at 
least 2 years of continuous service, are covered under the 
plan. The unfunded amounts committed to the plan are not 
deductible for income tax purposes until paid to the partici­
pants and are determined by the Board of Directors on a 
discretionary basis. The Company accrued $25,000 plus in­
terest on the balance for 1977 and 1976.

OUTBOARD MARINE CORPORATION (SEP)

E s tim a te d  L o s s e s  o r  E xp e n se s

BETHLEHEM STEEL CORPORATION (DEC)

1977 1976

(Dollars in Millions)
Total Current Liabilities.................... $ 978.5 $ 82 2 .4
Liabilities Payable after One Year.. 150.8 140.8
Deferred Income Taxes (Note L ).... — 298.6
Estimated Future Liability For Costs 

Attributable to the Closedown of 
Certain Steelmaking and Related
Facilities (Note B ) . . . .  ................. 4 3 5 .9 —

Long-term Debt (Note G )................... 1 ,1 54 .8 1,023.1

Total Liabilities................. $ 2 ,7 2 0 .0 $2 ,2 8 4 .9

FEDDERS CORPORATION (OCT)

1977 1976

($000)
Long-term debt..................................... $55 ,255 $67,962
Deferred taxes..................................... 2 ,1 77 4 ,6 98
Long-term portion of accrued war­

ranty................................................. 8 ,0 13  11,633
Other long-term liabilities................. 2 ,9 99 1,311

1977 1976
Long-Term Debt...................................  $8 6 ,7 1 0 ,0 0 0  $ 8 9 ,00 7 ,00 0
Deferred Incentive Compensation

(Note 1 3 ) ........................................  96 4 ,00 0  2 ,4 2 7 ,0 0 0
Deferred Income T a x e s ....................  2 3 ,1 9 1 ,0 0 0  2 1 ,406 ,000

Note 13: Pension and Incentive Compensation 
Programs—The Company and its subsidiaries have trusteed 
or insured pension programs for substantially all employees. 
Total pension expense charged to earnings was $10,266,000 
and $9,094,000, respectively, for 1977 and 1976, including 
prior service cost, which is being charged to expense over a 
thirty-year period, plus interest. The Company intends to con­
tribute amounts sufficient to satisfy funding requirements of 
the Employees Retirement Income Security Act (ERISA). At 
September 1, 1977, the date of the latest actuarial valuation, 
the unfunded prior service cost was $50,426,000 and pen­
sion program assets exceeded the actuarial determined 
value of vested benefits.

Under the Company’s Management Incentive Compensa­
tion Plan, the Board of Directors has the authority to deter­
mine the aggregate management incentive compensation for 
officers and key employees of the Corporation and its sub­
sidiaries not to exceed 7½ % of consolidated net earnings (as 
defined in the plan). The amount of incentive compensation is 
further limited by conditions relating to the amount of capital 
employed by the Company and the amount of dividends paid. 
The Plan is administered by an Incentive Plan Committee of 
directors who are not participants in the Plan. The aggregate 
amount of management incentive compensation charged to 
earnings in 1977 and 1976 was $17,000 and $2,109,000, 
respectively. In 1977, the Committee approved for payment 
in 1978 $1,403,000 provided in previous years but deferred 
as to allocation and payment.

H.J. HEINZ COMPANY (APR)

1977

Long-Term Debt and Other 
Liabilities:

Long-term debt.....................................  $1 40 ,0 68 ,0 00
Incentive profit-sharing plans..........  6 ,4 3 7 ,0 0 0
Deferred Federal and foreign in­

come taxes.....................................  3 2 ,376 ,000
Future United Kingdom income

taxes................................................. 3 2 ,573 ,000
Sundry ..................................................  15 ,895 ,000

22 7 ,2 4 9 ,0 0 0
Minority interests................................  15 ,159 ,000

1976

$1 44 ,4 36 ,0 00
6 ,8 0 6 ,0 0 0

3 1 .0 9 6 .000

2 5 , 27 0 ,000
15, 85 1 ,000  

2 2 3 ,45 9 ,00 0
1 7 ,03 9 ,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6 (in part): Income Taxes— Payment of certain in­
come taxes has been postponed by the United Kingdom 
government. These taxes are reflected in the future United 
Kingdom income tax liability as shown on the Consolidated 
Balance Sheets. When these taxes become payable, the ap­
propriate amount will be transferred to the current liability 
account.

HUMANA INC. (AUG)

Long-term debt due after one year 
Allowance for professional liability

risks (Note 8 ) ................................
Deferred third-party revenues.........
Deferred income taxes......................

1977 1976

($000)
$2 24,305 $205 ,749

5,444 _
1,900 1,650

18,997 15,174
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Note 8: Insurance Subsidiary— During August 1976 the 
Company formed a wholly-owned Colorado subsidiary for the 
purpose of insuring, effective September 1, 1976, profes­
sional liability risks of Company hospitals for initial losses of 
up to $2,000,000 per occurrence, $2,000,000 per hospital 
and $10,000,000 in the aggregate. Coverage in excess of 
these limits has been obtained in the commercial insurance 
markets. The annual premiums paid to the subsidiary are 
determined by independent actuaries, subject to the approval 
of the Colorado insurance commissioner. Provision for pro­
fessional liability risks underwritten by the insurance sub­
sidiary was approximately $5,480,000 for 1977. Should ac­
tual claims exceed the provision for losses, earnings will be 
charged in future years.

The Company intends to utilize the subsidiary’s assets 
solely for the payment of claims and related administrative 
expenses.

NORTHROP CORPORATION (DEC)

1977 1976
Long-term debt— Note F ..................  $25,945,000 $48,719,000
Other long-term obligations— Note

F...................................................... 34,151,000 18,156,000

Note F (in part): Long-Term Obligations— Long-term obli­
gations, net of current maturities, consisted of the following 
as of December 31:

1977 1976

Other long-term obligations 
Accrued product support

costs.................................  $17,707,000 $ 7,136,000
Capital lease obligations—

Note H ..............................  15,211,000 10,280,000
Deferred compensation........  1,233,000 740,000

$34,151,000 $18,156,000

During 1977, in view of their increasing size, the long-term 
portion of accrued product support costs and deferred com­
pensation amounts were segregated from Advances on Con­
tracts and Accrued Employees’ Compensation, respectively, 
and classified as other long-term obligations. The corres­
ponding figures for 1976 were reclassified for comparative 
purposes.

Accrued product support costs represent the additional 
funds collected on foreign sales of F-5 aircraft to be ex­
pended over the life of the F-5 support program on such 
activities as flight demonstrations, configuration studies, 
training films, manuals, and technical field service support.

Amounts Due Affiliates

CONTROL DATA CORPORATION (DEC)

Long-Term Debt, less Current

1977
($000)

1976

Maturities....................................
Amounts Due Affiliates, less Cur-

$151,462 $159,246

rent Portion (Note FI)................. 153,367 195,152
Other Non-Current Liabilities.......... 33,526 31,179
Deferred Income Taxes, net...........
Minority Interest in Consolidated

49,657 56,399

Subsidiaries................................. 20,986 19,889

Note H: Transactions with Affiliates— Substantially all 
computer systems and peripheral products held by custom­
ers under domestic short-term leases are transferred to a 
Commercial Credit finance subsidiary and concurrently 
leased back by the company, which continues to carry such 
systems as property. The agreement calls for initial lease­
backs over a five-year period at rentals which yield a rate of 
return, fixed at the date of transfer, ranging from a minimum 
of 7½ % to a maximum rate of 2% above the prime rate, and 
additional income equal to a portion of amounts realized from 
purchase conversions during the initial term and, if the com­
pany does not elect to reacquire the equipment (for 3% of the 
original consideration), from sale or lease after expiration of 
the lease-back term. A portion of the company’s domestic 
data centers equipment is financed under a similar agree­
ment.

Some domestic long-term leases are financed under an 
agreement whereby the company leases computing systems 
to a Commercial Credit subsidiary, which in turn subleases 
the systems to third-party users for a stated term of at least 
three years. The subsidiary advances to the company the 
discounted amount of its lease rentals, which are identical to 
the rentals payable by the sublessee over the initial term of 
the sublease. Commercial Credit subsidiaries have also fi­
nanced leases and lease receivables of the company’s inter­
national subsidiaries, and certain of the company’s export 
receivables owing from its international subsidiaries.

The company accounts for all advances under the forego­
ing arrangements as intercompany borrowings, and unpaid 
balances comprise the principal portion of amounts due 
affiliates. Intercompany interest charges aggregated 
$25,204,000 in 1977 and $29,397,000 in 1976.

Commercial Credit’s finance subsidiaries furnish automo­
tive fleet leasing and equipment leasing to the company, pro­
vide tuition loans and financing to students attending educa­
tional institutes owned by the company, have from time to 
time, purchased notes and accounts receivable and install­
ment contracts from the company, and have engaged in vari­
ous other transactions with the company and its affiliates.
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Deferred Credits

THE FLINTKOTE COMPANY (DEC)

1977 1976

Total current liabilities.....................
Long-term debt...................................
Deferred income taxes.....................
Proceeds from sale of future pro­

duction...........................................

($ 000)
$ 72,839 

108,183 
34,114

12,500
$227,636

NOTES TO FINANCIAL STATEMENTS

$ 65,005 
$ 115,500 

33,437

$213,942

expressed(All dollar amounts except per share amounts, 
in thousands of dollars)

Proceeds from Sale of Future Production— In June, 1977, 
the Company sold future production from certain limestone 
deposits for $25,000. Under the agreement, the Company 
received $12,500 in June and the remainder will be received 
not later than December 29, 1978 subject to the fulfillment by 
the Company of certain contract conditions. The proceeds 
have been deferred and will be reflected in income, together 
with related costs and expenses, as the limestone is pro­
duced and sold. An amount equivalent to interest is payable 
by the Company at an average rate of 8.9% of the outstand­
ing production payment.

SUN COMPANY, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Accounting Policies
Excess of net assets acquired over cost—The excess of 

the fair value of net assets acquired over the cost thereof at 
date of acquisition is being amortized on a straight-line basis 
over five years.

THE STANDARD REGISTER COMPANY (DEC)

19761977
Deferred Taxes and Income
Federal income ta x ........................... $2,850,039 $2,649,792
Investment tax credit........................ 1,402,848 1,344,986
Unrealized gain on sale of real es­

tate (Note 7 ) ................................ 642,881 653,804
Total deferred taxes and income $4,895,768 $4,648,582

Note 7: Deferred Gain on Sale of Real Estate—The Com­
pany sold its former Glendale, California, manufacturing plant 
in September, 1976 for $1,000,000. It accepted a note from 
the buyer for the unpaid balance of $850,000 payable in 
monthly installments of $8,203 including interest at 10% until 
fully paid on November 30, 1991. The Company has elected 
to report the gain from this sale by the installment method for 
both financial and tax accounting purposes.

Deferred Credits 
Coal Production Payment

1977

$72,000,000

1976

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Deferred Income—Coal Production Payment: At De­
cember 31, 1977, a subsidiary of the Company had received 
$72,000,000 from the sale of future coal production. During 
1978 an additional $28,000,000 will be received under the 
agreement. The deferred income associated therewith and 
related producing costs and expenses will be reflected in 
earnings as production occurs. It is anticipated that the liqui­
dation of the production payment, which is to be solely from 
coal mined from certain properties in Campbell County, 
Wyoming, will commence in January 1979, with 83 consecu­
tive monthly payments of $1,200,000 and a final payment of 
$400,000.

Interest is at 119% of the prime rate through December 31, 
1978 and 123% of the prime rate thereafter (the applicable

PORTEC, INC. (DEC)

Deferred credits
Deferred income taxes..............
Excess of net assets acquired

over cost................................
Other..............................................

Total deferred credits...........

UNITED NUCLEAR CORPORATION (MAR)

1977 1976
Long-term debt................................... $72,712,000 $55,525,000
Deposits and deferred income........  26,461,000 20,080,000
Deferred income taxes..................... 13,083,000 4,577,000
Minority interest................................ 4 ,318,000 4,273,000

Note 7: Customers’ deposits and Deferred Income— 
Deposits against future deliveries of concentrate totalling 
$28,521,000 at March 31, 1977 and $22,045,000 at March 
31, 1976 (including $6,000,000 relating to a uranium sales 
contract which is being litigated—see note 13) have been 
received from customers; $2,300,000 is classified in current 
liabilities and relates to deliveries scheduled for fiscal year 
1978.

Included in deposits is approximately $8,300,000 of re­
ceipts from the sale of borrowed uranium. The production 
cost and sales price will be reflected in fiscal 1980 when the

8 percent). borrowed uranium is returned.

1977 1976 NATIONAL SYSTEMS CORPORATION (DEC)
($000)

1977 1976
$1,840 $1,251 Long-term Debt, less portion due

392 549
within one year........................... $ 612,000 $ 764,000

Other Noncurrent Liabilities............. 322,000 376,000
259 378 Commitments and Contingencies

$2,491 $2,178 Future Tuition Income (Note 6 ) ...... 7,888,000 7,979,000
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Revenue and Costs
Home Study Contracts
Revenues are deferred and recognized as income when 

cash is received, but only to the extent such cash can be 
retained by the Company. Generally, the Company follows 
the guidelines of the National Home Study Council in deter­
mining retention rights.

Promotional literature costs are amortized on a declining- 
balance basis over 12 months.

Resident Schools
Revenues are recorded ratably over the terms of the 

courses, which range from three months to eighteen months, 
except for certain short-term courses where the first month’s 
revenue is incrementally higher to provide for related selling 
costs incurred and expensed prior to the student’s matricula­
tion.

Course service costs are charged to expense as incurred. 
The Company provides support services such as transporta­
tion and housing under contract to certain resident students. 
The cost portion of deferred tuition income related to support 
services is classified as estimated costs to service contracts. 
Advertising costs and salesmen’s commissions are charged 
to expense within 12 months of the student’s enrollment date.

Note 6—Future Tuition Income: Future tuition income rep­
resents contract balances which will be recognized as rev­
enue in subsequent years as services are rendered and 
when cash is collected as described in Note 1.

Future tuition income is net of an allowance for cancella­
tions and doubtful contracts which represents the estimated 
portion of the contracts that will not be collected or earned. 
The future tuition income has also been reduced by deferred 
selling and promotional expenses incurred in obtaining the 
contracts and by the estimated costs for support services.

December 31 
1977 1976

Gross future tuition revenue...........  $18,293,000 $18,525,000
Less:

Allowance for cancellations and
doubtful contracts.................  ( 9,018,000) ( 8,143,000)

Deferred selling and promotional
expenses................................ ( 823,000) ( 750,000)

Cost related to support services ( 564,000) ( 1,653,000)
Future tuition income........................ $ 7,888,000 $ 7,979,000

U. S. INDUSTRIES, INC. (DEC)

Other liabilities and credits

1977
($000)

1976

Deferred income taxes..............
Amounts due unconsolidated

$16,309 $24,278

subsidiaries............................
Deferred membership rev-

15,317 16,043

enues— Note A ..................... 5,201 5,463
Minority interest......................... — 8,076

$36,827 $53,860

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

Specialized Industries—The Corporation has subsidiaries 
or divisions engaged in various specialized industries such 
as construction, finance and land development. The account­
ing principles followed by these businesses conform to prac­
tices generally accepted in the respective industries.

The Corporation’s health spa subsidiaries recognize rev­
enue from the sale of memberships and associated costs 
over the period of membership.

RESERVES— USE OF THE TERM 
“RESERVE”

Accounting Terminology Bulletin No. 1 recommends that 
the term reserve be used only to indicate, as an appropriation 
of retained earnings, that “ an undivided portion of the assets 
is being held or retained for general or specific purposes . . . ’’ 
Table 2-29 shows that while the term Reserve appeared oc­
casionally in the 1977 annual reports of the survey com­
panies, there has been a decrease over the past few years in 
the number of survey companies using the term Reserve.

T A B L E  2 -2 9 :  U S E  O F  T E R M  “ R E S E R V E ”

To describe deductions from 
assets for

Number of Companies 
1977 1976 1975 1974

Uncollectible accounts.......... 37 41 45 44
Accumulated depreciation... 
Reducing inventories to LIFO

12 12 15 18

cost...................................
Decline in value of

7 6 N/C N/C

investments ................... 4 3 11 11
O ther......................................

To describe accruals for
Employee benefits or com­

pensation ........................

10

18

11

24

29

27

29

29
Estimated expenses relating 

to property abandon­
ments or discontinued
operations ...................... 15 8 19 17

Insurance .............................. 9 6 10 15
Other —  identified.............. 12 29 35 49
Other —  not identified........ 15 16 30 39

N/C —  Not Compiled.
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TITLE OF STOCKHOLDERS’ EQUITY 
SECTION

TABLE 2-30: TITLE OF STOCKHOLDERS’ 
EQUITY SECTION

Table 2-30 summarizes the titles in the 1977 published 1977 1976 1975 1974
annual reports of the survey companies to describe the Stockholders’ e q u ity .......... 294 298 298 289
stockholders’ equity section of the balance sheet. There were Shareholders’ e q u ity .......... 232 235 217 210
no significant changes from the prior year. Most of the survey Shareholders’ investm ent. 24 18 25 29
companies use either the title stockholders’ equity or Shareowners’ e q u ity ......... 17 14 23 23
shareholders’ equity. Stockholders’ investm ent.. 12 9 13 13

Other or no title ............... 21 26 24 36
Total Companies................ 600 600 600 600

CAPITAL STRUCTURES

Table 2-31 summarizes the various classes and combina­
tions of capital stock outstanding disclosed in the balance 
sheets of the survey companies. The need for disclosure in 
connection with complex capital structures is stated in Para­
graph 19 APB Opinion No. 15.

19. The use of complex securities complicates earn­
ings per share computations and makes additional dis­
closures necessary. The Board has concluded that fi­
nancial statements should include a description, in 
summary form, sufficient to explain the pertinent rights 
and privileges of the various securities outstanding. 
Examples of information which should be disclosed are 
dividend and liquidation preferences, participation 
rights, call prices and dates, conversion or exercise 
prices or rates and pertinent dates, sinking fund re­
quirements, unusual voting rights, etc.

Examples of complex capital structures follow.

AEL INDUSTRIES, INC. (FEB)

Shareholders' equity (Note 10): 
Preferred stock, $1 par value;

200,000 shares authorized; 
none issued

Class A common stock (nonvot­
ing), $1 par value;
3 , 5 0 0 , 000 shares au­
thorized, shares issued, 
1977— 1 ,4 8 1 ,1 1 5 ;
1976— 1,479,015 ..............

Class B common stock (voting),
$1 par value; 5 00 ,0 00  
shares authorized; shares is­
sued and outstanding,
1977— 252,646; 1976—
254,746 .................................

Capital in excess of par value.. 
Retained earnings........................

Less 62,181 shares of Class A 
common stock in treasury, at
cost.........................................

Total shareholders' 
equity.........................

1977 1976

$1,481,115 $1,479,015

252,646 254,746
4,159,982 4,159,982
2,164,179 1,280,848
8,057,922 7,174,591

322,816 322,816

7,735,106 6,851,775

Note 10: Common stock and stock option pians—At Feb­
ruary 25, 1977, 776,151 shares of Class A common stock 
was reserved: 133,190 shares for the exercise of stock op­
tions, 154,965 shares for the conversion of the 6¼ % conver­
tible subordinated sinking fund debentures (convertible at 
$15.81 per share), 252,646 shares for the conversion of 
Class B common stock, and 235,350 shares for the exercise 
of warrants issued in connection with the 6½ % subordinated 
sinking fund debentures exercisable at $12.05 per share until 
April 3, 1978. The Company has the right to increase or 
reduce the exercise price of the warrants by up to $3 per 
share and to call the warrants at $5 per share.

Class B common shares are convertible into Class A 
common shares on a one-for-one basis. If, at any one time, a 
majority of Class B common shareholders vote in favor of 
conversion or if less than 50,000 Class B common shares 
remain outstanding, all Class B common shares would au­
tomatically be deemed converted into Class A common 
shares, which would then assume voting rights. During 1977,
2,100 shares of Class B common stock were converted into
2,100 shares of Class A common stock (739 shares in 1976).

Under the Company’s stock option plan for officers and 
other key employees, options may be granted at not less than 
100% of the closing market price on the date of grant. At 
February 25, 1977, options for 45,000 shares were outstand­
ing at prices ranging from $.75 to $4.50 per share. During the 
year, no options were exercised. Options to purchase 1,200 
shares were granted and options for 4,800 shares were ter­
minated.

TABLE 2-31: CAPITAL STRUCTURES

1977 1976
Common stock with:
No preferred stock.................................................... 368 363
One class of preferred stock.................................... 146 155
Two classes of preferred stock................................ 56 61
Three or more classes of preferred stock............. 30 21
Total Companies............................................... 600 600
Companies included above with two or more

classes of common stock..................................... 20 17
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ATLANTIC RICHFIELD COMPANY (DEC)

1977 1976

Under the Company’s incentive compensation plan awards 
of the Company’s common stock may be made to directors, 
officers and key employees.

Shareholders' Equity:
Cumulative preferred stock 3 .75%  

series B, par $100 (aggregate 
value in voluntary liquidation 
$ 3 5 ,7 2 8 ,0 0 0 ); shares au­
thorized and issued 3 52 ,000 ... $ 35 ,200,000$  35,200,000

$3 cumulative convertible prefer­
ence stock, par $1 (aggregate 
value in liquidation
$ 6 2 ,6 8 3 ,0 0 0 ); shares au­
thorized 1,020,536; shares is­
sued 783,542..............................  784,000 927,000

$2.80 cumulative convertible pref­
erence stock, par $1 (aggregate 
value in liquidation
$ 8 4 7 ,7 4 4 ,0 0 0 ); shares au­
thorized 15,220,677; shares is­
sued 12,110,629........................ 12,111,000 12,108,000

Common stock, par $5; shares au­
thorized 150,000,000; shares
issued 104,647,948 .................  523,240,000 480,558,000

Capital in excess of par value of
stock.............................................. 903,467,000 530,320,000

Net income retained for use in the
business.......................................  3 ,508,443,000 3,032,020,000

4,983,245,000 4,091,133,000
Less cost of common shares in

treasury.......................................  31,398,000 —
$4,951,847,000 $4,091,133,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10: Shareholders’ Equity—The 3.75% series B pre­
ferred stock is redeemable at the option of the Board of Direc­
tors, and is entitled to $101.50 per share upon redemption or 
voluntary liquidation.

The $3 cumulative convertible preference stock is conver­
tible into 3.4 shares of common stock. The 4⅜ % convertible 
debentures due 1986 are convertible into 1 share of $2.80 
cumulative convertible preference stock and 0.6 share of 
common stock for each $64.39 of principal amount until De­
cember 1 ,  1981, and thereafter at $68.18. The $2.80 cumula­
tive convertible preference stock is convertible into 1.2 
shares of common stock.

The Company’s articles of incorporation contain a provi­
sion restricting dividend payments; however, at December 
31, 1977 net income retained for use in the business was 
substantially free from such restriction.

At December 31, 1977 shares of the Company’s au­
thorized and unissued capital stock were reserved as follows:

$3 Preference Stock:
Conversion of 4⅜ %  debentures due 1983 ................  6,900
$2.80 Preference Stock:
Conversion of 4⅜ %  debentures due 1986 ................ 109,194
Common Stock:
Conversions:
$3 Preference Stock.........................................................  2,687,503
$2.80 Preference Stock................................................... 14,729,304
Stock Option Plans............................................................  1,505,331
Employee Thrift Plans...................................................... 206,500

19,128,638

MONSANTO COMPANY (DEC)

Shareowners' Equity:
Preferred stock— authorized,

10,000,000 shares without
par value, issuable in series; 
outstanding, 2 7 1 ,3 0 6  
shares in 1977 and 382,587  
shares in 1976; involuntary 
liquidation preference, $35 
per share, or an aggregate 
of $9.5 and $13.4 at De­
cember 31, 1977 and 1976, 
respectively...........................

Common stock— authorized,
100,0 00 ,000 shares, par 
value $2 each; issued, 
36,872,323 shares in 1977 
and 36,708,144 shares in

1977 1976
(Dollars in millions)

$ 0.6 $ 0.8

1976....................................... 73.7 73.4
Additional contributed capital... 650.6 648.2
Reinvested earnings................... 1,705.3 1,541.1

Less common stock in treasury, 
at cost (591,603 shares in 
1977 and 268,903 shares in

2,430.2 2,263.5

1976)...................................... 29.3 11.0
$2,400.9 $2,252.5

NOTES TO FINANCIAL STATEMENTS
Capital Stock—The outstanding preferred stock is stated 

at $2.24 per share and has a cumulative dividend of $2.75 
per share. The preferred stock is convertible into Monsanto 
Company common stock at the rate of 1.12 shares of com­
mon for each share of preferred, subject to adjustment in 
certain events under antidilution provisions. During 1977, 
111,281 preferred shares were converted into 124,561 com­
mon shares; in 1976, 1,283,597 preferred shares were con­
verted into 1,437,537 common shares. Of 2,330,510 total 
preferred shares originally issued in the period 1969 through 
1974, 2,059,204 preferred shares have been converted to 
2,306,033 shares of common stock through December 31, 
1977. The preferred stock may be redeemed at the Com­
pany’s option at $73 per share, which amount is also the 
voluntary liquidation preference.

The Company issued 2,096 and 34,471 shares of common 
stock in 1977 and 1976, respectively, to holders of converti­
ble loan stock issued by Monsanto Limited, a United King­
dom subsidiary, upon exercise of their conversion rights.

The Company also issued 21,458 shares of common stock 
in 1976 to holders of convertible debentures issued by Mon­
santo International Finance Company upon exercise of their 
conversion rights.

The Company held 37,754 shares of its common stock for 
specific purposes which are included in Miscellaneous In­
vestments in the accompanying Statement of Consolidated 
Financial Position at December 31, 1977.

There were 1,810,068 shares of common stock reserved 
for the following purposes at December 31, 1977:
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Conversion of $2.75 Preferred Stock...........................
Stock option plans............................................................
Conversion of convertible loon stock of Monsanto Lim­

ited................................................................................
Conversion of debentures of Monsanto International 

Finance Company.......................................................

Shares
303,863

1,035,485

258,313

212,407
1,810,068

WARNER COMMUNICATIONS INC. (DEC)

1977 1976

Shareholders' equity:
Convertible Preferred shares, par 

value $1 per share, 
20,000,000 shares authorized 
(excess of preference upon in­
voluntary liquidation over par 
value of outstanding Preferred 
shares— $23,128,000 in 1977) 

Common shares issued, par value 
$1 per share, 4 0 ,0 0 0 ,0 0 0
shares authorized........................

Paid in capital....................................
Retained earnings..............................
Net unrealized loss on non-current 

marketable equity securities....

Less Common shares in treasury, at
cost...............................................

Total shareholders' 
equity.........................

($ 000)

$ 2,529

13,383
104,342
236,574

(6,309)
350,519

26,641

$323,878

$ 3,000

12,278
102,724
176,994

294,996

26,641

$268,355

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5: Capital Shares—Transactions involving capital 
shares were as follows:

Shares at January 1, 1976 .............

Common Shares 
$1 Par Value 
Issued Treasury 

20,837,823 (7,652,989)
Series B 
284,276

Preferred Shares 
$1 Par Value 

Series C 
4,811,733

Series D 
1,016,643

Shares issued and purchased during 
year:
Conversion of Preferred shares 418,170 (25,549) (334) (164,632)
Under stock option plans........... 21,840 — — 15,400 —
Purchase of treasury stock...... — (195,800) — — —
Exchange of Debentures for 

Common stock...................... (2,625,044)
Purchased pursuant to tender 

offer....................................... (2,937,789)
Retirement of treasury stock ... (9,000,000) 9,000,000 — — —

Shares at December 31, 1976 ...... 12,277,833 (1,473,833) 258,727 1,889,010 852,011
Shares issued during year:

Conversion of Preferred shares 998,509 (24,821) (562) (456,050)
Under stock option plans........... 106,691 — — 10,500 —

Shares at December 31, 1977 ...... 13,383,033 (1,473,833) 233,906 1,898,948 395,961
Shares authorized.............................. 40,000,000 700,000 10,000,000 6,500,000
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Each Series B share is (1) entitled to earn cumulative quar­
terly dividends at an annual rate of $4.25, (2) convertible into 
3.48 Common shares, and (3) entitled to a $50 preference 
upon liquidation, plus accrued and unpaid dividends. WCI 
may redeem these shares, in whole or in part, at a price of 
$102.25 a share, which is reduced each year to a minimum of 
$100 in 1982 and thereafter, plus accrued and unpaid div­
idends.

Each Series C share is (1) entitled to earn cumulative an­
nual dividends of $.05 per share, (2) convertible until January 
8, 1980, into one Common share with the surrender of one 
share of Series C stock together with $37 or, alternatively, is 
convertible at any time into one Common share with the sur­
render of one share of Series C stock together with certifi­
cates representing 15 additional shares of Series C stock, 
and (3) entitled to a $2.74 preference upon liquidation plus 
accrued and unpaid dividends. After July 7, 1979, WCI may. 
redeem these shares, in whole or in part, at a price of $2.50 a 
share, plus accrued and unpaid dividends.

Each Series D share is (1) entitled to earn cumulative quar­
terly dividends at an annual rate of $1.25, (2) convertible into 
two Common shares and (3) entitled to a $22.12 preference 
upon liquidation plus accrued and unpaid dividends. WCI 
may redeem these shares in whole or in part at a price of 
$100 a share, plus accrued and unpaid dividends.

During 1976, the Company purchased 2,937,789 shares of 
its Series C Convertible Preferred Stock pursuant to a cash 
tender offer of $6 per share and exchanged $71,458,200 in 
principal amount of 9⅛ % Subordinated Sinking Fund Deben­
tures for 2,625,044 Common shares pursuant to an ex­
change offer. The shares so acquired were subsequently re­
tired.

During 1976, 9,000,000 common treasury shares, $1 par 
value, having an aggregate cost of $157,798,000, were re­
tired resulting in charges of $9,000,000 to capital stock, 
$36,440,000 to paid in capital and $112,358,000 to retained 
earnings.

The aggregate excess of preference upon involuntary 
liquidation of the outstanding Preferred shares over the par 
value thereof ($23,128,000 at December 31, 1977) does not, 
in the opinion of counsel, constitute a restriction on the pay­
ment of dividends.

At December 31, 1977, Common shares reserved for fu­
ture issuance for specified purposes were as follows:

Conversion of Preferred shares out­
standing:

Series B .............................................. 813,993
Series C .............................................. 1,898,948
Series D .............................................. 791,922 3,504,863
Common Stock Option Plans...........
Conversion of Preferred shares to 

be issued under the Series C

2,042,639

Stock Option Plans...................... 824,100
Other convertible obligations.......... 163,637

6,535,239

T A B L E  2 -3 2 :  C O M M O N  S T O C K

1977
Par value stock shown at par

1976 1975 1974

value ...............................
Par value stock shown at 

amount in excess of per

496 502 501 501

share par value..............
Par value stock shown at as-

30 34 38 35

signed value per share.. 
No par value stock shown at

20 14 13 15

assigned value per share 
No par value stock shown at 

assigned value —  per

21 14 15 14

share value not disclosed 55 55 51 55
Issues Outstanding............... 622 619 618 620

COMMON STOCK

Table 2-32 summarizes the valuation bases of common 
stock. As in prior years, the majority of the survey companies 
show common stock at par value.

Examples of common stock presentations are shown in 
connection with Table 2-31.

T A B L E  2 -3 3 :  P R E F E R R E D  S T O C K

Valuation Bases
Par value stock shown at par

1977 1976 1975 1974

value ...............................
Par value stock shown at as-

211 195 186 184

signed value per share.. 
Par value stock shown at 

liquidation or redemption

12 9 9 9

value.................................
No par value stock shown at

4 9 4 4

assigned value per share 
No par value stock shown at 

assigned value —  per

54 59 47 45

share value not disclosed 
No par value stock shown at

54 63 56 57

liquidating value............. 7 11 12 11
Other...................................... 7 12 8 8
Issues Outstanding...............

Number of Companies
Showing preferred stock

349 358 322 318

outstanding ....................
Not showing preferred stock

232 237 242 238

outstanding .................... 368 363 358 362
Total ....................................... 600 600 600 600
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PREFERRED STOCK

Table 2-33 summarizes the valuation bases of preferred 
stock. As with common stock, the majority of the survey com­
panies show preferred stock at par value.

APB Opinion No. 10 recommends that a liquidation prefer­
ence (excess of involuntary liquidation value over par or 
stated value) be disclosed in the equity section of the balance 
sheet in the aggregate.

Examples of preferred stock presentation are shown below 
and in connection with Table 2-31.

Preferred Stock Extended at Par Value

BAUSCH & LOMB INCORPORATED (DEC)

1977 1976
Shareholders' Equity:
4%  cumulative preferred 

stock, par value $100 
per share—  Shares
Authorized..................... 60,000
Issued and outstanding 50,000 $ 5,000,000 $ 5,000,000

Class A preferred stock, 
par value $1 per 
share—
Authorized..................... 600,000
Issued and outstanding None

Common stock, par value 
$2.50 per share—
Authorized..................... 8,000,000
Issued and outstanding 5,666,116 14,166,000 14,110,000

Class B stock, par value 
$.50 per share—
Authorized..................... 550,000
Issued and outstanding 114,490 57,000 55,000

Capital in excess of par value.................  25,821,000 25,158,000
Earnings retained........... 107,767,000 89,284,000

$152,811,000 $133,607,000

COLONIAL STORES INCORPORATED (DEC)

1977 1976

Stockholders' equity:
4%  cumulative preferred stock 

of $50 par value per share, 
redeemable 1,200 shares 
per annum at par plus ac­
crued dividends. Authorized 
and issued 17,819 shares in
1977 and 1976.....................

Common stock of $2.50 par 
value per share.
Authorized 8 ,0 0 0 ,0 0 0

shares; issued
4 ,3 8 8 ,6 4 9  shares in

($000)

$ 891 891

1977 and 1976.............. 10,972 10,972
Capital in excess of par value of

capital stock...........................
Unrealized loss on market de­

cline of investments in pre­
ferred stock...........................

1,551

(271)

1,549

(254)
Retained earnings........................ 103,652 98,277

116,795 111,435
Less common stock held in

treasury, 598,215 shares 
(1976, 598,831 shares), at 11,562 11,574
cost.........................................
Total stockholders' equity... $105,233 $99,861

DART INDUSTRIES INC. (DEC)

Stockholders' equity:
Preferred Stock, $ 5 .0 0  par 

value
Authorized, 3 ,0 0 0 ,0 0 0  

shares
Series A $2 Cumulative Con­

vertible (aggregate 
liquidating preference in 
1977— $149,050,000) 

Issued, 2 ,981,000 shares in 
1977 and 2 ,9 8 6 ,0 0 0
shares in 1976 ..............

Common Stock, $1.25 par value 
Authorized, 3 5 ,0 0 0 ,0 0 0  

shares
Issued, 23,133,300 shares 

in 1977 and 22,438,800
shares in 1976 ..............

Capital in excess of par value.. 
Retained earnings........................

1977 1976

$ 14,905,000 $ 14,930,000

28,917,000
299,828,000
503,910,000
847,560,000

Less cost of reacquired shares of 
capital stock—
Preferred— 32,50 0 ;

Common— 7 00................ 1,547,000
Total stockholders'

equity.........................  $846,013,000

28,048,000
279,029,000
444,617,000
766,624,000

1,547,000

$765,077,000
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NOTES TO FINANCIAL STATEMENTS 
Preferred Stock— Holders of the Series A $2 Cumulative 

Convertible Preferred Stock are entitled to receive $2 per 
share annual cash dividends, to one vote per share and, 
upon any voluntary liquidation, dissolution or winding up, to 
receive $50 per share plus accrued unpaid dividends. Each 
share of the Preferred Stock is convertible by the holder into 
Common Stock on a share for share basis adjusted for stock 
dividends in excess of 3% in any one year or for recapitaliza­
tion. The Preferred Stock may be called for redemption at 
$55 per share plus accrued unpaid dividends.

During 1977 and 1976, respectively, the Company pur­
chased or redeemed 15,576 and 19,937 shares of Cumula­
tive Preferred Stock (par value $389,400 and $498,425) and 
retired 19,181 and 20,567 shares (par value $479,525 and 
$514,175); and purchased 9,261 and 10,473 shares of 
Cumulative Second Preferred Stock (par value $226,895 and 
$256,589) and retired 10,000 shares in each year (par value 
$245,000). The foregoing purchases resulted in increases in 
Additional Capital of $3,835 in 1977 and $9,724 in 1976. The 
annual sinking fund requirements have been met as at De­
cember 31, 1977.

HUDSON PULP & PAPER CORP. (DEC) STANDARD CONTAINER COMPANY (SEP)

1977 1976 1977 1976
Stockholders' Equity:

Capital Stock:
Cumulative Preferred Stock 

outstanding, par value 
$25 per share: 5%  
Series A— 9,576 shares
(1 97 6 )..............................

6 ¼ %  Series D— 12,000  
shares (1977); 18,000 
shares (1976).................

—  $ 239,400

300,000
300,000

Cumulative Second Preferred 
Stock, $1.41 Series, par 
value $ 2 4 .5 0  per 
share— outstanding—
53,885 shares (1977);
63,146 shares (1976) .. 1,320,182

Common Stock, par value $1 
per share— issued
2,351,877 shares.......... 2,351,877

3,972,059
Additional Capital........................ 7,059,917
Retained Earnings........................ 69,233,848

80,265,824
Less: Common Stock in treasury

at cost— 1,419 shares........  36,824
Total Stockholders'

Equity.........................  $80,229,000

450,000
689,400

1,547,077

2,351,877
4,588,354
7,056,082

73,132,918
84,777,354

36,824

$84,740,530

Shareholders' Equity 
Capital Stock:

6%  Cumulative first preferred 
stock— $100 par value: 
Authorized, issued and 

outstanding— 1,755
shares ..............................

5%  Cumulative second pre­
ferred stock— $100 par 
value:
Authorized, issued and 

outstanding— 6 ,5 00
shares ..............................

Common stock— $1 par value 
Authorized— 2 ,0 0 0 ,0 0 0  

shares
Issued— 1977— 9 5 1 ,5 0 7  

shares; 1976— 859,358  
shares (including 2,000

$ 175,500 $ 175,500

650,000 650,000

shares held in treasury). 951,507 859,358
Additional Paid-in Capital................ 2,100,802 1,662,082
Retained Earnings.............................. 7,234,578 6,438,191

11,112,387 9,785,131
Less: Treasury stock, at cost—

2,000 shares.............................. 5,500 5,500
Total Shareholders'

Equity......................... $11,106,887 $9,779,631

NOTES TO FINANCIAL STATEMENTS
Stockholders’ Equity (in part)—As at December 31, 1977, 

the authorized capital stock of the Company consists of (a) 
34,036 shares of Cumulative Preferred Stock (decreased 
during 1977 by 19,181 shares) with a par value of $25.00 per 
share, (b) 114,850 shares of Cumulative Second Preferred 
Stock $1.41 Series (decreased during 1977 by 10,000 
shares), with a par value of $24.50 per share and (c)
10,000,000 shares of Common Stock with a par value of 
$1.00 per share. Preferred shares are redeemable at par.

As at December 31, 1977 and 1976, respectively, shares 
of Cumulative Second Preferred Stock shown as outstanding 
are net of 965 and 1,704 shares held for sinking fund. As at 
December 31, 1976, shares of Cumulative Preferred Stock 
shown as outstanding are net of 424 Series A shares for 
sinking fund.
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Preferred Stock Extended at Stated Value

BEATRICE FOODS CO. (FEB)

1977 1976
Stockholders' equity:

Preference stock (without par 
value).
Authorized 2 ,5 0 0 ,0 0 0  

shares. Issued 144,473 
shares (1976— 282,580  
shares) at stated value 
with aggregate liquida­
tion preference of 
$14 ,089 ,660  (1976—
$27,786,360)................. $ 6 ,960 ,490$  8,529,960

Common stock (without par 
value).
Authorized 1 2 5 ,0 0 0 ,0 0 0  

shares (1 97 6 —
100 ,0 00 ,00 0  shares).
Issued and oustanding 
8 5 ,1 2 8 ,8 4 6  shares 
(1 97 6 — 8 3 ,8 5 3 ,4 5 9  
shares) at $1.85 stated
value.................................  156,488,365 155,128,899

Other Capital................................ 44,153,217 32,096,148
Earnings invested in the busi­

ness.........................................  949,613,139 836,208,700
Total stockholders'

equity........................... $1,158,215,211 $1,031,963,707

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6: Preference Stock—A summary of outstanding 
preference stock follows:

INTERSTATE BRANDS CORPORATION (MAY)

May 28, 
1977

Stockholders' Equity 
$ 4 .8 0  dividend 

cumulative pre­
ferred stock with­
out par value, 
stated at $100  
per share; shares 
authorized and 
outstanding 
7,515 in 1977,
7 ,5 79  in 1976 
and 7 ,8 36  in
1975.....................

Preference stock, 
without par value; 
authorized 
500,000 shares, 
issued— none .. . .  —

Common stock, $1 
par value; au­
thorized 
5 ,0 0 0 ,0 0 0  
shares, issued 
2 ,3 39 ,87 1
shares.................. 2,339,871

Additional paid-in
capital.................. 3,399,111

Retained earnings.... 50,782,046
Less common shares 

held in treasury,
1 6 ,80 0  shares,
at cost.................. (325,860)

$56,946,668

January 1, 
1977*

December 27, 
1975*

$ 751,500 $ 757,900 $ 783,600

2,339,871 2,339,871

3,396,050 3,382,664
49,128,803 47,246,431

(325,860) (325,860)
$55,296,764 $53,426,706

$ 2 .7 0  convertible, $60 stated 
value, 8,941 shares (1976—
11,791 shares)...........................

$ 4 .0 0  convertible, $10 stated 
value,* 7 9 ,21 3  shares
(1976— 213,960 shares)..........

$4 .50  convertible, $100 stated 
value, 56,319 shares (1976—
56,829 shares)...........................

*Liquidation preference $100 per share.

In 1977, 138,107 shares of preference stock were con­
verted into 689,250 shares of common stock. There are 
686,711 shares of common stock reserved for conversion of 
outstanding preference shares at February 28, 1977.

1977 1976
(in thousands)

$ 536 $ 707

792 2,140

5,632 5,683
$6,960 $8,530

PNEUMO CORPORATION (NOV)

1977
Stockholders' equity— Note B 

Series Preferred Stock, without 
par value—
$1 Cumulative Convertible,

Series A, stated at re­
demption and involuntary 
liquidation value of $25
per share.........................  $ 806,700

$4 Cumulative Convertible,
Series B, stated at re­
demption and involuntary 
liquidation value of $100
per share.........................  4 ,917,000

Common Stock, $1 par value... 2 ,707,957
Capital in excess of par or

stated value of shares........  10,246,694
Accumulated earnings................  46,322,149

65,000,500
Less cost of Common Stock in

treasury.................................  (198,638)
$64,801,862

1976

$ 806,700

5,296,800
2,273,482

4,648,850
39,955,191
52,981,023

(198,638)
$52,782,385
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Note B: Capital Stock—The following table sets forth the 
authorized and outstanding shares of the various classes of 
capital stock at November 30, 1977 and 1976;

Authorized
Series Preferred Stock........  500,000

$1 Cumulative Converti­
ble Preferred Stock
Series A .....................

$4 Cumulative Converti­
ble Preferred Stock
Series B .....................

Common Stock (after deduct­
ing 26,700 shares held 
in treasury)......................  5,000,000

Outstanding
1977 1976

32,268

49,170

32,268

52,968

2,681,257 2,246,782

Each share of Series Preferred Stock and Common Stock is 
entitled to one vote.

The Series Preferred Stock is redeemable by the Company 
and is convertible into Common Stock at the rate of 1.013 
Common Shares for each share of Series A and four Com­
mon Shares for each share of Series B.

On November 30, 1977, an aggregate of 344,818 shares 
(subject to certain antidilution adjustments) of Common 
Stock were reserved for conversion of Series Preferred Stock 
and exercise or grant of stock options and warrants.

PORTEC, INC. (DEC)

Stockholders' equity
Preferred stock, without par 

value; authorized
1,000,000 shares; issued
111 ,365  and 111 ,744  
shares of $1.60 cumulative 
convertible, stated at $19 
per share ................................

Common stock, $1 par value in 
1977 and $10 par value in 
1976; authorized
10,000,000 shares; issued
3,051,896 and 2,577,204  
shares ....................................

Additional capital........................
Retained earnings........................

Less— cost of treasury common 
stock, 15,761 and 21,999
shares ....................................

Total stockholders'
equity.........................

1977 1976
($ 000)

$ 2,116 $ 2,123

3,052
40,969

5,789
51,926

(247)

$51,679

25,772
9,501
9,806

47,202

(344)

$46,858

Note 10 (in part): Capital Stock— Each share of preferred 
stock is convertible into 1.815 shares of common stock. At 
December 31, 1977, the Company had reserved 202,127 
shares of common stock for issuance in the event of conver­
sion. The Company may redeem this preferred stock, in 
whole or in part, commencing July 10, 1980 at a price of $19 
a share, which redemption price is reduced each year to a

minimum of $1 in 2011 and thereafter, plus accrued and 
unpaid dividends. Upon liquidation, each share of preferred 
stock is entitled to a $19 preference plus accrued and unpaid 
dividends.

WHITTAKER CORPORATION (OCT)

1977 1976

Stockholders' Equity 
Capital Stock (Note 5):

Preferred stock, stated value $1 
per share, authorized
5,000,000 shares—
$1.25 cumulative converti­

ble preferred stock, out­
standing 241,731 shares 
at October 31, 1977 and 
241,814 shares at Oc­
tober 31, 1976..............

$5.00 cumulative converti­
ble preferred stock 
(preference in involun­
tary liquidation of 
$6,336,000) outstand­
ing 126,717 shares at 
October 31, 1977 and 
135,545 shares at Oc­
tober 31, 1976..............

Common stock, stated value $1 
per share, authorized
40 ,000,000 shares—  
Outstanding 1 3 ,2 6 4 ,0 2 9

shares at October 31, 
1977 and 14,355,656  
shares at October 31,
1976.................................

Additional paid-in capital..................
Retained earnings..............................

Total Stockholders' 
Equity.........................

($000)

$ 242 $ 242

126 134

20,260
89,297
54,870

$164,795

21,347
89,238
46,577

$157,538

Note 5 (in part): Capital Stock—All shares of preferred stock 
outstanding are voting, cumulative and convertible into com­
mon stock. Each share of the $5.00 preferred stock is conver­
tible into 1.854 shares of common stock, and each share of 
the $1.25 preferred stock is convertible into 2.06 shares of 
common stock. The $5.00 preferred stock is redeemable, at 
the option of Whittaker, at $100 per share and is entitled to 
preference of $100 per share upon voluntary liquidation and 
$50 per share upon involuntary liquidation (aggregate of 
$6,336,000 at October 31, 1977). There is no restriction on 
retained earnings resulting from the fact that upon involuntary 
liquidation the preference of the $5.00 preferred stock ex­
ceeds its stated value. The $1.25 preferred stock is redeem­
able, at the option of Whittaker, at $35 per share and has no 
preference in liquidation. The Board of Directors is authorized 
to issue preferred stock in series and to fix dividend rates, 
conversion rights, voting rights, rights and terms of redemp­
tion and liquidation preferences and to increase or decrease 
the number of shares of any series.
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ADDITIONAL PAID-IN CAPITAL

Table 2-34, summarizes captions used to describe addi­
tional paid-in capital and indicates a continuing gradual de­
cline in the use of the term surplus to describe additional 
paid-in capital. This trend is in accord with a recommendation 
expressed by the Committee on Terminlogy of the American 
Institute of Certified Public Accountants that use of the term 
surplus, either alone or combined, be discontinued in the 
balance sheet presentation of stockholders’ equity.

Examples of descriptive captions used for additional paid- 
in capital, other than those italized in Table 2-34, follow. 
Examples of descriptive captions used for additional paid-in 
capital are also shown in this section in connection with dis­
cussions of the other components of stockholders’ equity.

TABLE 2-34: ADDITIONAL PAID-IN CAPITAL —
C A P T IO N  T IT L E

1977 1976 1975 1974
Additional paid-in c a p ita l.. 174 170 163 152
Capital in excess of par or 

stated value..................... 162 154 151 147
Capital surplus .................... 77 85 86 87
Additional capital, or other 

capital ............................ 51 48 56 53
P aid -in  cap ita l, or other 

paid-in c a p ita l .............. 36 38 35 29
Paid-in surplus .................... 18 14 18 19
Other captions...................... 11 19 19 36

529 528 528 523
No additional paid-in capital 

account ........................... 71 72 72 77
Total Companies.................... 600 600 600 600

AMERICAN AIR FILTER COMPANY, INC. (OCT)

1977
Shareholders' equity:

Preferred stock of $25 par value 
per share. Authorized
1,000,000 shares; none is­
sued.

Common stock of $1 par value 
per share. Authorized
10, 0 00 ,000 shares; out­
standing 4,088,712 shares 
in 1977, and 4,087,487 in
1976.......................................  $ 4 ,089,000

Other capital in excess of par
value of shares..................... 8,292,000

Retained earnings........................ 57,700,000
Total shareholders' equity ... $70,081,000

AMERICAN STORES COMPANY (MAR)

1976

$ 4,088,000

8,275,000
50,809,000

$63,172,000

CARRIER CORPORATION (OCT)

Stockholders' equity 
Senior preferred stock, par value 

$50 per share; 4 ½%  series—  
authorized 162,651 shares; 
outstanding 88,766 shares in 
1977 and 116,626 shares in
1976 ....................................

Cumulative preferred stock, without
par value; authorized 
5 ,0 0 0 ,0 0 0  shares; $ 2 .25  
series (convertible), stated at 
$50 per share; authorized
9 ,000 shares; outstanding
8,000 shares..............................
$ 3 .0 0  series (convertible), 
stated at $50 per share; au­
thorized 115,031 shares; out­
standing 108 ,807  shares in
1977 and 109,810 shares in
1976..............................................

Common stock, par value $2.50 per 
share; authorized 50,000,000  
shares; issued 2 4 ,6 6 0 ,5 8 3  
shares in 1977 and 24,640,025  
shares in 1976 ...........................

Amounts contributed in excess of
par value......................................

Earnings retained..............................

Less— common stock in treasury at 
cost, 454,063 shares in 1977 
and 457,226 shares in 1976... 
Total stockholders' equity..........

1977
($000)

1976

$ 4,438

400

5,440

61,652
71,930

24,729
300,255
396,914

6,333
$390,581

$ 5,831

400

5,491

61,600
73,322

24,365
261,091
358,778

6,377
$352,401

1977 1976
Shareholders' equity:
Preferred stock of $1 par value.

Authorized 1,000,000 shares;
issued none ........................... $ — $ —

Common stock of $1 par value.
Authorized 10,000,000 shares;

issued 5,305,004 shares in
1977 and 5,282,154 shares
in 1976................................... 5,305,000 5,282,000

Capital in excess of par value of
common stock.............................. 132,792,000 132,443,000

Earnings retained for use in the bus­
iness .............................................. 117,464,000 101,634,000

255,561,000 239,359,000
Less 41,064 shares common treas­

ury stock, at cost........................ 1,019,000 1,019,000
Total shareholders' equity.............. $254,542,000 $238,340,000
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COPPERWELD CORPORATION (DEC) RETAINED EARNINGS

1977 1976

Shareholders' Equity
Preferred Stock, par value $50 

a share— authorized and un­
issued 130,000 shares........

Common Stock, par value $1.25 
a share— authorized
1 0 ,00 0 ,0 00  shares; out­
standing shares (less 2,624 
shares in treasury): 
1977— 5 ,6 1 5 ,6 6 8 ;
1976— 5,593,288 ..............

Capital in excess of par value.. 
Retained earnings........................

($ 000)

$ 7,019 
23,401 

100,220 
$130,640

$ 6,992 
23,080 
90,645 

$120,717

Accounting Terminology Bulletin No. 1, recommends:

The term earned surplus be replaced by terms which 
will indicate source, such as retained income, retained 
earnings, accumulated earnings, or earnings retained 
for use in the business. In the case of a deficit, the 
amount should be shown as a deduction from contrib­
uted capital with appropriate description.

Table 2-35 indicates a continuing decline in the use of the 
term earned surplus and an increase in the use of the term 
retained earnings.

Examples of descriptive captions used for retained earn­
ings are shown below and in connection with discussions of 
the other components of stockholders’ equity in this section.

GENERAL ELECTRIC COMPANY (DEC)

Preferred stock ($1 par value;
2,000,000 shares authorized;
none issued).................................

Common stock ($2.50 par value;
2 5 1 ,5 0 0 ,0 0 0  shares au­
thorized; 231,410,196 shares 
issued 1977; 2 3 0 ,3 6 8 ,5 7 2
shares issued 1976)...................

Amounts received for stock in ex­
cess of par value........................

Retained earnings..............................

Deduct common stock held in treas­
ury .................................................
Total share owners' equity......

AMERICAN CYANAMID COMPANY (DEC)

1977 1976
1977 1976 ($000)

(In millions) Stockholders' Equity
Common stock— par value $5

$ — $ -
per share
Authorized— 6 0 ,0 0 0 ,0 0 0  

shares
Issued— 48,905,338 shares $ 244,527 $ 244,527

578.5 575.9

Additional paid-in capital...........
Earnings employed in the busi­

ness.........................................

38,898

916,826

38,891

848,773
1,200,251 1,132,191

668.4 618.3 Less cost of 1,133,744 shares
4,862.5
6,109.4

4,251.2
5,445.4

of common stock held in 
treasury (1,141,050 shares 
in 1976)................................. 31,360 31,522

(166.5) (192.5) Total Stockholders'
$5,942.9 $5,252.9 Equity......................... $1,168,891 $1,100,669

AMPCO-PITTSBURGH CORPORATION (DEC)

1977 1976

TABLE 2-35: RETAINED EARNINGS — CAPTION

Shareholders' Equity
Cumulative preference stock—  

no par value; authorized 
5 0 0 ,0 0 0  shares; issued

TITLE (none)...................................... $ — $
Common stock— par value $1;

1977 1976 1975 1974 authorized 5 ,0 0 0 ,0 0 0
Retained Earnings ...........
Retained earnings with ad­

ditional words..................
E arn in gs  with additional

words................................
in c o m e  with additional

words ..............................
Earned S u rp lus ...................
Companies with deficits......
Total Com panies....................

451 450 439 440 shares; issued 3,457,430
shares .................................... 3,457,430 3,457,430

14 18 40 20 Other capital contributed upon
issuance of shares................ 5,967,695 5,967,695

81 77 56 80 Earnings invested in business... 51,745,052 48,250,571
61,170,177 57,675,696

24 27 35 28 Less— Cost of 573 ,368  and
6 8 11 10 573,366 shares in treasury 4,603,739 4,603,722

24 20 19 22 Total shareholders'
600 600 600 600 equity......................... 56,566,438 53,071,974

$72,284,872 $64,277,270
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ARCHER DANIELS MIDLAND COMPANY (JUN) ELECTRIC HOSE & RUBBER COMPANY (AUG)

Shareholders' Equity
Common Stock, at stated capital

1977 1976

amount........................................... $131,440,542 $129,562,159
Additional paid-in capital................. 5,214,536 5,214,536
Reinvested earnings......................... 278,815,063 223,335,586

Less cost of Common Stock in treas­
ury .................................................

415,470,141

40,420

358,112,281

40,420
$415,429,721 $358,071,861

ASG INDUSTRIES, INC. (DEC)

1977 1976
Shareowners' Equity:
Common Stock, par value— $1 per 

share; authorized 10,000,000  
shares; issued and outstanding
3,006,052 ................................... $ 3,006,052 $ 3,006,052

Paid-in capital....................................  17,208,195 17,050,195
Deficit from January 1, 1971 ........  (9,135,597) (9,187,368)

$11,078,650 $10,868,879

THE BLACK AND DECKER MANUFACTURING 
COMPANY (SEP)

1977

$ 1, 000,000 $

1976

8,348,700
466,000

(2,897,800)

(1,791,600) 
$ 5,125,300

8,024,500
457,900

(4,234,800)

(1,791,600) 
$ 2,456,000

GENERAL RECREATION, INC. (DEC)

1977 1976
Shareholders' Equity:

Convertible preferred stock, par 
value $1 per share, 
500,000 shares authorized;

1977 1976 20 ,00 0  shares outstanding

Stockholders' Equity
($000) in 1977 and 1976 with liqui­

dation preference of
Common Stock, par value $.50 $2,200 ,000 ........................... $ 20,000 $ 20,000

per share: Authorized Capital stock, par value $1 per
5 0 ,0 0 0 ,0 0 0  shares: share, 3 ,000 ,000  shares
outstanding— 1977— authorized; 1 ,6 4 0 ,1 9 0

4 1 ,8 6 2 ,6 8 5  shares; shares outstanding in 1977
1976— 4 1 ,7 6 4 ,5 0 4 and 1976................................ 1,640,190 1,640,190
shares .............................. $ 20,932 $ 20,882 Capital in excess of par value.. 5,857,324 5,857,324

Capital in excess of par value of Retained earnings (deficit)........ (9,907,877) (4,971,126)
Common Stock...................... 193,399 192,182 Total shareholders'

Earnings retained and used in equity......................... $(2,390,363) $ 2,546,388
the business........................... 188,390 155,959

$402,721 $369,023

BUCYRUS-ERIE COMPANY (DEC)

1977 1976

Shareholders' Investment 
Preferred stock— par value $100 a 

share— Authorized— 300,000
shares; issued— none................ $

Common stock— par value $5 a 
share— Authorized— 30,000,000  
shares; issued and outstanding 
(excluding 173,432 shares in 
treasury)— 20,362,150 shares 
in 1977 and 20,334,080 shares
in 1976.........................................

Additional paid-in capital.................
Earnings reinvested in the business

($000)

101,810,750
584,572

181,129,323
$283,524,645

101,670,400
381,740

142,577,282
$244,629,422

Shareholders' equity:
Preferred stock, $5 par value, 
1,500,000 shares authorized; 

issued 200,000 shares in
1977.......................................

Common stock, $5 par value, 
3 ,0 0 0 ,0 0 0  shares au­
thorized; issued—
1,669,735 shares in 1977, 
1,604,897 shares in 1976. 

Capital in excess of par value..
Accumulated deficit.....................

L ess— treasury stock at 
cost— 95,193 shares in 
1977, 91,498 shares in
1976.................................

Total Shareholders' Equity..............

$
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STOCK OPTION AND STOCK PURCHASE 
PLANS

Chapter 13B of Accounting Research Bulletin No. 43, 
which discusses stock option and stock purchase plans, 
states in paragraph 15:

In connection with financial statements, disclosure 
should be made as to the status of the option or plan at 
the end of the period of report, including the number of 
shares under option, the option price, and the number 
of shares as to which options were exercisable. As to 
options exercised during the period, disclosure should 
be made of the number of shares involved and the 
option price thereof.

APB Opinion No. 25, issued in October 1972 and applying 
“ to all stock option, purchase, award, and bonus rights 
granted by an employer corporation to an individual 
employee after December 3 1 , 1972,” reaffirms the disclosure 
requirements of paragraph 15.

Five hundred-thirty companies disclosed the existence of 
stock option plans. Examples of stock option and stock 
purchase plans follow.

S T O C K  O P T IO N  P L A N S

The Performance Unit Stock Option Plan (the “ Plan” ), as 
approved by the stockholders in 1977, provides for the grant­
ing to key executives of long-term awards, consisting of (1) a 
non-qualified stock option to buy Airco common stock at the 
market price of the stock at the time of grant and (2) an award 
of performance units, which will accrue value by an amount 
equal to the primary earnings per share of Airco common 
stock during the term of the performance unit. No amounts 
will be accrued to performance units in any year in which 
Airco’s earnings are less than $4.00 per share, dividends are 
less than $1.15 per share or pretax income is less than 16% 
of stockholders’ equity at the close of the preceding year. The 
maximum number of shares that may be issued or delivered 
against options granted under the Plan is 200,000. The 
maximum number of performance units that may be awarded 
pursuant to the Plan is limited to 350,000 and the Plan will 
expire in 1982. Options granted under the Plan may be exer­
cisable for a period of up to 10 years and performance units 
will have a term of three to five years, all as determined by the 
Committee of the Board of Directors administering the Plan. 
Under the terms of the Plan, options for 97,350 shares of 
common stock were granted in 1977 at an option price of 
$32.25 per share with a total option price and a market value 
of $3,140,000 and are first exercisable in 1981. In 1977, 
$818,000 was charged to expense to accrue for performance 
unit awards.

AIRCO, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 8: Stock Option, Stock Purchase and Employee 

Stock Ownership Plans— Under Airco’s stock option plans, 
shares of common stock have been made available to certain 
key employees at the fair market value on the date the op­
tions were granted.

Under the individual plan, which expired on April 28, 1975, 
and the 1967 option plan, which expired on April 26, 1977,
70,000 and 100,000 shares of common stock, respectively, 
were authorized to be granted to certain employees including 
officers at the market price of the stock at date of grant. 
Options became exercisable equally (20%) over a five-year 
period with the final 20% exercisable 60 days before the end 
of the fifth year. At December 3 1 , 1977 and 1976, 15,100 and 
19,300 shares, respectively, remained exercisable.

Additional pertinent option data follows:

Number of Option Price Market Value
Shares Per Share Total Per Share Total

Shares under option and outstanding
1977 ............................................ 49,900 $12-$20 $ 869,000 $12-$20 $ 869,000
1976 ............................................ 72,000 12- 24 1,229,000 12- 24 1,229,000

Options granted
1977 ............................................ — — — — —

1976 ............................................ — — — — —

Options which became exercisable 
during
1977 ............................................ 17,600 12- 20 287,000 28- 33 525,000
1976 ............................................ 25,000 12- 24 444,000 20- 34 693,000

Options exercised during
1977 ............................................ 21,800 12- 24 360,000 28- 33 677,000
1976.............................................. 18,900 12- 22 276,000 23- 33 546,000
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6: Stock Option Plans— Under the stock option plans, 
options have been granted to key employees to purchase 
common shares of the Corporation at a price of not less than 
100% of fair market value at date of grant. In May 1973, the 
stockholders approved a stock option plan for key employees 
to replace the 1968 qualified stock option plan under which 
no additional options may be granted. Under the 1973 Stock 
Option Plan, a total of 565,616* shares of common stock of 
the Corporation were reserved for granting to key employees 
at a price of not less than 100% of the fair market value of the 
stock at date of grant. The transactions during 1976 and 1977 
are summarized as follows:

Common stock
Outstanding January 1 Number Option price

of shares* per share*
1976 ............................................  218,974 $14.21-$40.54
1977 ............................................  540,496 $14.21-$40.54

Granted
1976 ............................................  344,913 $17.55-$27.85
1977 ............................................  6,000 $28.38-$31.63

Exercised
1976 ............................................  4,731 $15.21-$18.98
1977 ............................................  25,336 $14.21-$33.73

Cancelled
1976 ............................................  18,660 $16.31-$26.55
1977 ............................................  46,979 $17.55-$40.54

Outstanding
December 31

1976 ............................................  540,496 $14.21-$40.54
1977 ............................................  474,181 $14.21-$33.73

Options exercisable
December 31

1976 ............................................  132,362 $14.21-$40.54
1977 ............................................  190,141 $14.21-$33.73

Available for future grants
December 31

1976 ............................................  115,294
1977 ............................................  112,221

*Adjusted for 2½%  stock dividends paid.

AMERADA HESS CORPORATION (DEC)

AMPEX CORPORATION (APR)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Shareowners’ Equity— Authorized shares consist of
20,000,000 shares of $1 par value common shares (at April 
30, 1977, 1,304,347 shares were reserved for conversion of 
debentures and 550,490 for exercise of stock options) and
1,000,000 shares of no par value preferred shares. Common 
shares issued and outstanding were 10,918,458 at April 30, 
1977 and 10,885,178 at May 1, 1976. No preferred shares 
have been issued.

Options outstanding at the end of 1977 and 1976 were all 
nonqualified. Details of stock option activity are as follows:

1977 1976

Price Price
Per Per

Shares Share Shares Share
Outstanding at beginning

445,575of year........................ 514,925 $3.20- $3.20-
$7.50 $5.00

Granted ........................... 54,800 6.15- 93,250 4.60-
8.95 7.50

Exercised ........................ ( 19,630) 3.20- ( 13,200) 3.20-
6.15 4.20

Canceled, expired or
terminated ................ ( 26,062) 3.20- ( 10,700) 3.90-

7.50 6.15
Outstanding at end of

year ........................... 524,033 3.20- 514,925 3.20-
8.95 7.50

Exercisable at end of
year............................. 277,573 3.20- 233,330 3.20-

7.50 5.20
Reserved for future

grants ........................ 26,457 55,195

ANHEUSER-BUSCH, INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Stock Options—The company’s stock option plan termi­
nated during the current year. At December 3 1 , 1977, options 
to purchase 564,300 shares at $23.06 per share were out­
standing. The options expire in 1981 and the option price is 
100% of fair market value of the shares at the date granted. 
At December 31, 1977, 188,072 options were exercisable, 
with the remaining options becoming exercisable through
1979. No options were exercised in 1977.

BROWN GROUP, INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Note C (in part): Employee Benefit Plans
Stock Options, Stock Appreciation and Performance 

Bonus Plans—The Corporation has two non-qualified stock 
option and stock appreciation plans (1974 and 1976) under 
which certain officers and employees are participants. All op­
tions are granted at market value and are exercisable over 
periods up to ten years.

Under the plans, the Corporation may grant a maximum of
550,000 stock appreciation units in tandem with options. The 
units entitle the participants to payment of the increase in 
market price per share five years from date of award. Under 
the plans, if the awards and options were issued in tandem, 
the exercise of either serves to cancel the other.

Under one of the plans, approved December 9, 1976, the 
Corporation may grant performance bonus awards. The 
awards, payable four years from the date of grant, are subject 
to adjustment based on the Corporation’s growth in earnings 
per share and return on invested capital during the four year 
period. At October 29, 1977 $1,341,600 in performance 
bonus awards were outstanding.
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No charges or credits to income are made with regard to 
options granted under the plans. Compensation expense of 
$535,000 in 1977 and $596,000 in 1976 was recognized in 
connection with the stock appreciation units and performance 
bonus awards granted to date.

During the year the Corporation terminated stock option 
plans other than those discussed above. Options outstanding 
under terms of the former plans continue to be exercisable; 
shares previously available for future options, aggregating 
95,675 at date of termination, are no longer reserved.

The following summary sets forth the activity under the 
plans for the two years ended October 29, 1977:

Number of
Appre­
ciation

Option 
or Award

Shares Units Price
Options and units outstanding

November 1, 1975 ................ 487,700 121,500 $15 to $40
Granted and awarded ................. 50,650 25,000 19 to 24
Exercised ....................................... (1,825) 15 to 22
Terminated .................................... (91,975) (5,750) 15 to 40
Options and units outstanding Oc­

tober 30, 1976 ...................... 444,550 140,750 15 to 40
Granted and awarded ................. 90,144 90,144 22
Exercised ....................................... (1,000) 15 to 17
Terminated .................................... (22,736) (786) 15 to 40
Options and units outstanding Oc­

tober 29, 1977 ...................... 510,958 230,108 $15 to 1$40

Options outstanding at October 29, 1977 included 230,108 
granted in tandem with the stock appreciation units. Options 
for 268,990 shares were exercisable at October 29, 1977 at 
prices ranging from $15 to $40 and 318,592 shares of Com­
mon Stock were reserved for future options.

COOPER INDUSTRIES, INC (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 5: Stock options and employee stock purchase plan
Stock Options. Stock options are granted under the Com­

pany’s stock option plans at not less than 100% of the market 
value of the Company’s stock at the date of grant and are 
exercisable over varying periods up to ten years from date of 
grant. A summary of activity in the Company’s stock option 
plans is presented below:

Number of Shares

Common stock options outstanding
1977 1976

at beginning of year .................
Granted:

384,574 392,796

$28.75 per share ........................... — 104,100
$40.75 to $43.38 per share ........
Exercised:

135,150 —

$11.31 to $20.44 per share ........ — (98,652)
$11.31 to $25.38 per share ........ (96,351) —

Cancelled ........................................... (8,434) (13,670)
Outstanding at end of year ........... 414,939 384,574

Employee Stock Purchase Plan. At December 31, 1977 
subscriptions to the 1977 Employee Stock Purchase Plan for 
142,450 shares of common stock were outstanding at $41.68 
per share or, if lower, the market price at September 14,
1979. The subscriptions may not be exercised (but may be 
withdrawn or reduced by the participant) until that date.

DANA CORPORATION (AUG)

NOTES TO FINANCIAL STATEMENTS
Stock Option Plans— Dana has in effect several stock op­

tion plans through which options have been granted to offi­
cers and other key employees for the purchase of common 
stock. Options may be granted at prices equal to the fair 
market value at the date of grant and are exercisable during 
periods of five to ten years from that date. One plan provides 
that, at the discretion of the compensation committee of the 
Board of Directors, an optionee may surrender one non­
qualified option for each option exercised and receive in cash 
the difference between the exercise price and the fair market 
value of the stock at date of surrender. Dana paid $357,000 
and $146,000 in 1977 and 1976, respectively for stock op­
tions surrendered. Charges to compensation expense for the 
estimated amount which will be paid in future years to 
employees who elect to surrender options amounted to 
$288,000 and $1,235,000 in 1977 and 1976, respectively.

The following summarizes the stock option transactions for 
the two years ended August 31, 1977:

Number Per share
of shares option price

Outstanding at August 31, 1975... 1,198,654 $ 7.00-18.69
Granted ....................................... 14,100 $15.00-22.50
Exercised .................................... (208,798) $ 8.00-18.69
Surrendered ................................ (9,873) $ 7.00-18.69
Cancelled .................................... (13,171)

Outstanding at August 31, 1976... 980,912 $ 7.00-22.50
Granted ........................................ 366,400 $24,25-27.75
Exercised .................................... (280,461) $ 8.00-18.69
Surrendered ................................ (18,883) $ 8.00-10.31
Cancelled .................................... (26,103)

Outstanding at August 31, 1977... 1,021,865 $ 7.00-27.75
Exercisable at August 31, 1977 ... 375,457

At December 3 1 , 1977, options for 55,688 common shares 
were exercisable at $11.31 to $20.44 per share, and 141,022 
common shares were reserved for future grants.

At August 31, 1977 there were 12,288 shares available for 
future grants.

EASCO CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 4: Incentive Plans—The Company has two qualified 
stock option plans which were established in 1968 and 1973. 
The plans are substantially the same and at December 31, 
1977 provided an aggregate of 61,176 shares for the granting 
of options to officers and other key employees of the Com­
pany and its subsidiaries at not less than 100% of the fair 
market value of the stock on the date of grant. The options 
expire five years from the date of grant. The following tabula­
tion summarizes the changes in qualified stock options dur­
ing 1976 and 1977:
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Number of Average
shares price per

under option share
Outstanding at
December 31, 1975.......  71,557 $13.86
Granted .............................................. 4,460 19.05
Exercised ........................................... (18,347) 13.08
Cancelled or expired........................ ( 4,351) 16.28
Outstanding at December 31, 1976 53,319 14.36
Granted.............................  —  —
Exercised ........................................... (28,570) 13.66
Cancelled or expired........................ ( 1,863) 16.42
Outstanding at December 31, 1977 22,886 $15.07

At December 31, 1977, options of 21,406 shares were 
exercisable and options for 38,290 shares could be granted 
under the various plans.

In April, 1975, the Company adopted an executive com­
pensation plan consisting of two programs, an executive 
cash incentive compensation program and a nonqualified in­
centive stock option program. The plan is effective from 
January 1, 1975 until December 31, 1984.

Under the executive cash incentive compensation pro­
gram, a cash bonus fund is established each year if adjusted 
net income equals at least 15% of average shareholders’ 
equity. The amount of cash appropriated to the fund and 
available for distribution will vary from 20% to 80% of the 
aggregate base salaries of all participants in the program for 
that year, depending on the level of the ratio of adjusted net 
income to average shareholders’ equity. The charges to in­
come in 1977 and 1976 relating to the cash bonus fund were 
$203,000 and $202,000 respectively.

The nonqualified incentive stock option program provides 
for the granting of options to officers and other key 
employees for the purchase of 88,750 shares of common 
stock, plus 38,290 shares authorized but not issued under 
the third and fourth qualified stock option plans. The option 
price per share shall not be less than 100% of the fair market 
value of the stock on the date granted reduced by the excess 
of the fair market value of the stock at the time the option is 
exercised over the fair market value of the stock at the date 
granted, but in no event less than zero. The options expire six 
years from the date of grant and only 20% of the options 
granted can be exercised each year, commencing the year 
following the year granted provided a 5% improvement in 
earnings, a 15% return on average shareholders’ equity and 
other conditions of the program are met.

The following tabulation summarizes the changes in non­
qualified stock options during 1976 and 1977:

Number of 
shares under 

option
Outstanding at December 31, 1975 ............................. 107,950
Granted .............................................................................  1,200
Exercised (average $1.24 per share)...........................  (13,590)
Cancelled ..........................................................................  (6,420)
Outstanding at December 31, 1976 ............................. 89,140
Granted .............................................................................. 16,950
Exercised (average $1.88 per share)...........................  (22,660)
Cancelled ..........................................................................  (17,400)
Outstanding at December 31, 1977 ...........................  66,030

During 1978, options for 17,990 shares become exercisa­
ble. Compensation expense of $446,000 in 1977 and 
$324,000 in 1976 was charged to income under the plan.

FLUOR CORPORATION (OCT)

FINANCIAL REVIEW
Stock Options—The company has two stock option plans, 

the 1971 Fluor Stock Option Plan and the 1977 Fluor Execu­
tive Stock Plan, under which various officers and key 
employees held options or awards at October 31, 1977.

1971 Fluor Stock Option Plan—This plan, as approved by 
the shareholders, provides for grants of qualified and non­
qualified options at prices equal to the fair market value at 
date of grant. The options are generally exercisable one year 
after issuance and expire five years after date of grant for 
qualified options and 10 years after date of grant for non­
qualified options. Under this plan, 1,097,506 shares were 
authorized for grant and 2,835 shares were available for 
grant at October 3 1 , 1977. At October 3 1 , 1977, options were 
outstanding under this plan to purchase 511,891 shares of 
common stock at prices ranging from $12.90 to $42.19 per 
share with a weighted average price of $28.09. In accor­
dance with the terms of this plan, certain holders of non­
qualified options have the right to receive the excess of the 
market value of the shares exercisable over the aggregate 
option price thereof in cash or stock in lieu of exercising their 
options. Total outstanding nonqualified options for 126,832 
shares have such rights and were issued between October 
31, 1973, and December 9, 1974, at an average price of 
$27.79. For such shares and for any future issuance of simi­
lar nonqualified options, changes in the market value over the 
option price are accounted for currently as increases or (de­
creases) in compensation expense [$247,000 in 1977 and 
($417,000) in 1976].

1977 Fluor Executive Stock Plan—This plan, as approved 
by the shareholders on March 14, 1977, provides for grant of 
the right to purchase shares of common stock under both 
nonqualified stock option agreements (options) and restricted 
stock purchase agreements (awards). The number of shares 
of common stock which may be issued or sold under this plan 
may not exceed 700,000 shares, but no more than 250,000 
shares may be awarded as restricted stock. At October 31, 
1977, 538,500 shares are available for grant under this plan.

The options are generally exercisable one year after is­
suance at a price equal to the fair market value at the date of 
grant and expire 10 years after date of grant. At October 31, 
1977, options to purchase 64,500 shares of common stock at 
prices ranging from $38.31 to $39.31 per share with a 
weighted average price of $39.21 were outstanding under 
this plan.

Upon issuance of an award, various officers and key 
employees may purchase restricted stock of the company for 
$1.00 per share. Until either the retirement, death or perma­
nent disability of the recipient, the stock can only be sold back 
to the company at $1.00 per share. For such shares 
awarded, the difference between $1.00 and the fair market 
value of the shares at date of the award is charged to 
shareholders’ equity as unamortized 1977 executive stock 
plan expense and amortized over the period of time from date 
of the award to the estimated date of retirement for each 
recipient. Total awards of 97,000 shares were granted during 
the year, all of which shares are outstanding as of October
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3 1 , 1977. Total amortization for 1977 relating to these awards 
was $199,000.

Fiscal 1977 and 1976 stock option transactions under both 
plans are summarized as follows;

Common Shares Under Option
1977 1976

Balance, November 1 .................... 571,095 765,953
Exercised ......................................... (102,304) (296,358)
Expired ............................................ (3,600) (12,400)
Granted ............................................ 111,200 113,900
Balance, October 31 ...................... 576,391 571,095
Exercisable at October 31 ............. 466,291 469,595

The Company also has an employee stock purchase plan 
under which a total of 400,000 shares of the Company’s 
Common Stock may be purchased by employees through 
payroll deductions at prices not to exceed 85% of the market 
price of the Company’s stock on the date the offering is 
made. There are no charges or credits to income in connec­
tion with the plan. Offerings under the plan extend for a 
period of two years. The most recent offering was made on 
October 12, 1976, at which date 85% of the market price of 
the Common Stock was $17.32 per share. Previous offerings 
under the plan were made at prices of $11.48 and $18.70. At 
June 2 5 , 1977, a total of 187,681 shares had been sold under 
the plan at an average price of $12.83 per share.

MALONE & HYDE, INC. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note G: Stock Option and Stock Purchase Plans—The 
Company has reserved a total of 731,218 shares of Common 
Stock for issuance in connection with its stock option and 
stock purchase plans.

The Company has in effect three stock option plans under 
which options to purchase shares may be granted to officers 
and key employees. Under the provisions of the 1974 Option 
Plan, qualified or nonqualified options may be granted, while 
the two remaining plans authorize the granting of qualified 
options only. The option price of qualified options may not be 
less than the market price on the date of grant, whereas the 
option price of nonqualified options may not be less than 85% 
of the market price on the date of grant. Nonqualified options 
may include an alternative option whereby the holder may 
elect to receive shares equivalent in value to the aggregate 
market value of his option above the option price at no cost.

Stock option activity under all plans is summarized as fol­
lows:

Number Average
of Option

Shares Price Aggregate 
(Thousands 
Of Dollars)

Outstanding at June 29, 1975.. 183,118 $20.12 $3,685
Granted ................................. 70,000 21.54 1,508
Exercised .............................. (1,198) 20.87 (25)
Cancelled .............................. (6,389) 21.60 (138)

Outstanding at June 26, 1976.. 245,531 20.49 5,030
Granted ................................. 98,950 18.91 1,871
Exercised .............................. (609) 17.00 (10)
Cancelled .............................. (21,203) 25.39 (538)

Outstanding at June 25, 1977.. 322,669 $19.69 $6,353

At the time options are exercised, the par value of the 
shares issued is credited to Common Stock and the excess 
of the proceeds over the par value is credited to additional 
paid-in capital. There are no charges or credits to income in 
connection with qualified options. Compensation cost as­
sociated with nonqualified options, is accounted for over a 
three- or four-year period. The portion of such costs charged 
to income in 1977 amounted to $262,000 ($75,000 in 1976). 
Options to purchase 99,100 shares are currently exercisable.

MOTOROLA, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Accounting Policies: Following is a sum­
mary of significant accounting policies used in the prepara­
tion of these consolidated financial statements, which 
policies are in accordance with generally accepted account­
ing principles.

Share Options—When share options are exercised, the 
proceeds received are credited to the common stock account 
to the extent of the par value of shares issued, and the ex­
cess is credited to additional paid-in capital. The tax benefit 
that the company receives from disqualifying dispositions by 
optionees of exercised qualified share options, and from the 
exercise of non-qualified share options is credited to addi­
tional paid-in capital.

Note 6: Share Option Plans— Under the company’s 
employee share option plans, shares of common stock have 
been made available for grant to employees of the company 
and certain subsidiaries. The exercise price of options 
granted may not be less than 100% of market value on date 
of grant.

The Share Option Plan of 1972 permitted granting of qual­
ified (all of which have been cancelled and replaced with 
non-qualified options, or have expired) or non-qualified op­
tions, exercisable one year from date of grant. Non-qualified 
options expire ten years from date of grant. Authority to grant 
options under the 1972 plan was suspended upon implemen­
tation of the Share Option Plan of 1977.

The Share Option Plan of 1977 permits the grant of non­
qualified options only, which are exercisable in installments 
commencing one year from the date of grant and expire ten 
years from such date.

In 1977, outstanding options previously granted to 
employees of Codex Corporation and its subsidiaries pur­
suant to the Codex Corporation Qualified Stock Option Plan 
and the Codex Corporation 1975 Qualified Stock Option Plan 
were assumed by Motorola. All of the options currently out­
standing may be exercised in installments commencing six 
months after the date of grant, and expire five years from 
such date.
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Information on share options is summarized below;

1977 1976
Options outstanding beginning of

year............................................... 1,198,462 1,147,321
Additional options granted.............. 295,765 334,770
Options exercised.............................. (33,870) (228,463)
Options terminated for discontinued

employment................................. (31,266) (49,370)
Options expired................................. — (5,796)
Options outstanding end of year.... 1,429,091 1,198,462
Shares reserved for possible future

option grants................................ 767,912 32,411
Total shares reserved...................... 2,197,003 1,230,873
Total options exercisable................. 1,114,572 837,017
Aggregate exercise price of out­

standing options......................... $67,321,000 $54,938,000
Aggregate exercise price of exer­

cisable options............................ $52,593,000 $39,106,000

In addition, 5,775 warrants to purchase common stock 
were exercised by employees of Codex in 1977 (10,653 in 
1976).

Options exercised during 1977, including options previ­
ously granted to employees of Codex, were at per share 
prices of $8.57 to $46.25 ($6.93 to $52.56 in 1976). Options 
outstanding at December 31, 1977, were at per share prices 
of $9.53 to $63.75.

On January 30, 1978, the company authorized the Com­
pensation Committee to request the mutual cancellation of 
certain of the company’s share options previously granted, 
and the granting of replacement share options at 100% of 
market price on date of grant. Qualifying tendered share op­
tions will be replaced with share options at the rate of three 
shares for every four shares offered for cancellation, which 
are exercisable to the extent, at the times, and in the manner 
of the cancelled share options. Also, it is the intention of the 
Compensation Committee that share options for the one 
share out of every four shares offered for cancellation which 
were not regranted, will be granted to eligible employees in a 
new share option grant at the earliest possible date following 
the regrant.

XER O X C O RPO R ATIO N (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Stock Option and Long-Term Incentive Plans—The Com­

pany has an executive long-term incentive plan approved by 
shareholders in 1976 under which approximately 3,700,000 
shares of common stock were reserved for issue. These 
shares included approximately 2,000,000 shares reserved 
under the 1973 plan. Under the 1976 plan eligible employees 
may be granted incentive stock rights, non-qualified stock 
options, stock appreciation rights and performance unit 
rights.

There are outstanding non-qualified options and stock ap­
preciation rights under prior plans. These are similar in nature 
to comparable awards under the 1976 plan. Options are also 
outstanding under merger agreements. No options were 
granted under plans of acquired companies subsequent to 
the dates of acquisition. With the adoption of the executive 
long-term incentive plan in 1976, no further options will be 
granted under prior plans.

Incentive stock rights entitle the employee to receive, with­
out payment to the Company, shares of common stock in 
consideration for services performed during specified incen­
tive periods ranging up to five years from the date of grant. 
The compensation expense of incentive stock rights is equiv­
alent to the fair value of the common stock on the date of 
grant.

Non-qualified options are granted for the purchase of 
common shares at not less than 100% of the fair value of the 
common stock on the date of grant. Non-qualified options 
may be exercised within seven or ten years from the date of 
grant and are exercisable in installments varying from 20% to 
25% per year after a specified waiting period.

Stock appreciation rights, which relate to specific non­
qualified options, entitle the employee to receive, without 
payment to the Company, the value of the stock appreciation 
right in cash, shares of common stock, or a combination of 
the two at the Company’s discretion, in lieu of exercise of the 
option. The value of the stock appreciation right is related to 
the increase in market value of the Company’s common 
stock. Stock appreciation rights become exercisable and ex­
pire on the same dates as the related options.

Performance unit rights entitle the employee to receive the 
value of the performance unit in cash, shares of common 
stock, or a combination of the two at the Company’s discre­
tion. The value of a performance unit is determined by a 
formula based upon the achievement of specific performance 
goals. When granted in conjunction with a non-qualified stock 
option, payment of the performance unit right is in lieu of 
exercise of the option. Performance unit rights are payable at 
the end of a three- or five-year award period.

During 1977, 54,000 incentive units were granted (436,000 
in 1976) with an average value of $51 ($54 in 1976); 15,000 
incentive units were canceled in 1977 (2,000 in 1976). No 
incentive stock units vested in 1977 or 1976. During 1977,
40,000 performance units were granted (483,000 in 1976) 
with a maximum unit value of $26 in both 1977 and 1976;
22,000 performance units were canceled in 1977 (1,000 in 
1976). No cash payments or distributions were made during 
1977 or 1976 relating to the performance unit rights.
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During 1977, 3,000 shares of common stock were issued 
under a management stock bonus plan of acquired company 
(3,000 in 1976).

A summary of option and stock appreciation right transac­
tions under all plans during 1977 and 1976 is shown below;

(Shares in thousands)

Non-Qualified
Options

1977 1976

Stock Appre­
ciation Rights 

1977 1976

Qualified
Options

1977 1976
Outstanding at beginning of year................ 2,626 2,469 1,377 1,312 207 573
Granted............................................................ 112 334 26 124 — —
Canceled.......................................................... (158) (164) (83) (59) (197) (362)
Exercised......................................................... (20) (13) — — (2) (4)
Outstanding at end of yea r......................... 2,560 2,626 1,320 1,377 8 207
Initially exercisable during the y e a r.......... 514 453 254 244 4 42
Exercisable at end of year........................... 1,590 1,146 842 622 4 199
Average price of outstanding options and 

rights......................................................... $ 88 $ 90 $110 $111 $ 21 $140
Average price of exercises

Xerox Corporation................................... $ — $ 58 $ - $ - $ - $ -
Acquired companies................................ $ 10 $ 22 $ — $ - $ 17 $ 18

Average market price at dates of exercise $ 48 $ 62 $ - $ - $ 48 $ 60

The number of shares issuable under outstanding options 
and rights is 3,039,000 because non-qualified options and 
rights which have been granted concurrently will be propor­
tionately reduced in relation to the options or rights which are 
exercised. Compensation expense related to incentive stock, 
performance unit and stock appreciation rights is charged to 
income over periods earned and amounted to $10,653,000 in 
1977 ($9,771,000 in 1976).

The number of shares available for grant of options or 
rights under all plans at the end of the year was: 1977— 
1,465,000; 1976— 1,281,000; and 1975—430,000.

STOCK PURCHASE PLANS

THE BLACK AND DECKER MANUFACTURING 
COMPANY (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Stock Option and Employee Purchase Plans— Under qual­
ified and nonqualified stock option plans, options may be 
granted until January 26, 1986 at not less than fair market 
value on the date of grants. The options are exercisable in 
four equal installments beginning one year from the date 
granted. Qualified options expire at the end of five years and 
nonqualified options expire at the end of ten years. At Sep­
tember 25, 1977, there were 1,424,670 shares of Common 
Stock reserved for future grants (1,611,100 shares at Sep­
tember 26, 1976). Transactions are summarized as follows;

Shares Under
Option Price Range

Outstanding at September 28, 1975
(164,981 shares exercisable).. 352,718 $18.51-41.33

Granted............................................... 873,502 19.88-24.13
Exercised............................................ (4,680) 18.51
Canceled or expired.........................
Outstanding at September 26, 1976

(64,002) 24.00-41.33

(230,627 shares exercisable).. 1,157,538 19.88-41.33
Granted............................................... 338,525 16.88-19.88
Exercised............................................ — —

Canceled or expired.........................
Outstanding at September 25, 1977

(157,711) 16.88-41.33

(390,001 shares exercisable).. 1,338,352 16.88-41.33

Under the Employees’ Stock Purchase Plan, employees 
may subscribe through April 1980, to common shares at 90% 
of the market value on the date offered or purchased, 
whichever is lower. As of September 25, 1977 there were 
412,856 shares reserved for future subscriptions (478,773
shares at September 26, 1976).

Transactions are summarized as follows:

Shares Under
Option Price Range

Balance September 28, 1975 ........ 55,066 $29.50
Subscriptions...................................... 75,204 21.88
Purchases ........................................... (43,664) 21.25
Cancellations...................................... (15,319) 21.25-29.50
Balance September 26, 1976 ........ 71,227 21.88
Subscriptions...................................... 89,578 15.25
Purchases ........................................... (53,859) 15.25
Cancellations...................................... (23,661) 15.25-21.88
Balance September 25, 1977 ........ 83,285 15.25
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CHICAGO BRIDGE & IRON COMPANY (DEC) DANA CORPORATION (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Accounting Policies
Stock option and stock purchase plans— Proceeds from 

the sale of common stock issued under the stock option and 
stock purchase plans are accounted for as capital transac­
tions. CBI makes no charges to income for these sales. The 
difference between the selling price and the par value of new 
shares issued is added to additional paid-in capital. On sales 
of previously reacquired stock the difference between the 
selling price and the cost of the reacquired shares sold is 
charged to retained earnings.

Note 10: Employee Stock Purchase Plans— During 1977, 
CBI had three employee stock purchase plans, of which two 
became effective in 1977 and one, adopted in 1971, expired 
May 31, 1977.

On April 12, 1977, the Shareholders approved the CBI 
Employee Stock Purchase and Savings Plan (1977) (parent 
plan) and the Employee Stock Purchase Plan for Participat­
ing CBI Subsidiaries (subsidiary plan). The plans expire in 
1982. Under both plans, CBI will sell shares of its common 
stock, on January 15 and July 15 of each year, at 85% of the 
fair market value on those dates. These shares may be newly 
issued or reacquired.

Under the parent plan, effective January 1, 1977, 
employees may purchase a total of 400,000 common shares 
only through a payroll deduction savings plan.

The subsidiary plan, effective April 12, 1977, permits des­
ignated employees of participating subsidiaries to purchase a 
total of 50,000 common shares. Under this plan cash pay­
ment is required at time of purchase.

On July 15, 1977, employees purchased 25,843 shares at 
$52.59 per share. The per share fair market value on the 
purchase date was $61.87. All sales were from shares previ­
ously reacquired by CBI.

Under the 1971 Plan which expired, CBI granted 
employees rights to purchase shares of its common stock at 
95% of the fair market value on the grant date. Generally, 
these rights could be exercised between March 1 and May 31 
of the second year following the year of grant.

In 1977, employees purchased 23,203 shares at $56.76 
per share under rights granted in 1975. In 1976, employees 
purchased 56,600 shares at $64.84 under rights granted in 
1974. A total of 475,577 shares were sold under this plan. All 
sales were from previously reacquired shares by CBI. The 
average fair market value per share at date of purchase was 
$56.73 in 1977 and $70.00 in 1976.

NOTES TO FINANCIAL STATEMENTS
Stock Purchase Plan—All full-time domestic employees 

other than recipients of corporate awards under the addi­
tional compensation plan are eligible to join Dana’s employee 
stock purchase plan. The plan provides that employees may 
authorize Dana to withhold up to 10% of earnings of $25,000 
or less, and deposit such amounts with the plan’s indepen­
dent trustee. The trustee purchases, as nominee for the par­
ticipants, common stock of Dana at prevailing market prices 
and distributes shares purchased to the participants.

In 1976, the plan was amended to provide a basis for con­
tributions by Dana, on behalf of each participating employee, 
of specified percentages (20% to 50%) of participants’ con­
tributions when consolidated return on sales, as defined in 
the plan is 5.5% or more. Dana’s contributions are included in 
the participants’ gross wages and appropriate taxes withheld. 
Dana awarded each participant in the amended plan during 
February 1976, two shares of common stock held in treasury. 
Dana contributions under the amended plan which were 
charged to income amounted to $1,881,000 in 1977 and 
$1,371,000 (including the value of the two shares of common 
stock awarded to each participant) in 1976.

DEERE & COMPANY (OCT)

FINANCIAL REVIEW
Stock Purchase Plan— In July 1977 the Company insti­

tuted the John Deere Stock Purchase Plan for Salaried 
Employees. Under the plan, participating employees au­
thorize payroll deductions of one to six percent of their earn­
ings. The Company contributes an amount equal to 50 per­
cent of the participating employee payroll deductions, in cash 
or Company shares. The payroll deductions and Company 
contributions are used by a designated broker to purchase 
Company shares, either in the open market or from the Com­
pany at prevailing market prices, for the accounts of par­
ticipating employees. During 1977 the Company contribu­
tions amounted to $1.5 million, all of which were in cash.

LIGGETT GROUP INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 9: Employee Stock Purchase Plan—The Employee 

Stock Purchase Plan was approved by the stockholders in 
April 1975 and expires December 31, 1984. It provides, to 
substantially all employees, the right to subscribe to shares of 
the Company’s common stock on periodic offering dates at a 
purchase price of 85 percent of either the fair market value of 
the shares on the offering date or, if lower, the fair market 
value of the shares on the exercise date. A maximum of
400,000 shares is reserved for offerings under the Plan.

The first offering was made on October 1, 1975 and 
employees subscribed to 135,275 shares. During 1977 and 
1976, eligible employees purchased 1,285 and 1,408 shares, 
respectively, and other employees withdrew subscriptions to 
purchase 22,182 and 15,020 shares, respectively. The re­
maining subscribed shares were issued during January 1978 
at $22.58 per share, 85 percent of the fair market value per 
share on December 31, 1977.
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EMPLOYEE STOCK OWNERSHIP PLANS TREASURY STOCK

EDO CORPORATION (DEC)

1977 1976
Liabilities and Shareholders' Equity 
Current Liabilities:

Notes payable (note 4) ............. $ 2,100,000 $ -
Current installments of long­

term d e b t.............................. 714,000 714,000
Accounts payable ...................... 3,580,130 3,422,104
Accrued liabilities ...................... 3,269,063 2,919,831
Contract advances and deposits 1,565,947 3,987,853
Federal income taxes (note 3) . 1,065,153 1,342,980

Total current liabilities . 12,294,293 12,386,768
Long-term debt, less current in­

stallments (note 4 ) ..................... 5,186,000 6,082,000
Employee Stock Ownership Trust ob­

ligation (note 6 ) ......................... 1,500,000 1,800,000
Shareholders' equity (notes 4 ,6 ,7, 

and 8):
Preferred shares, par value $1 

per share
Authorized 500,000 shares; 

none issued ...................
Common shares, par value $1 

per share
Authorized 3 ,0 0 0 ,0 0 0  

shares; issued 
1,250,805 shares ........ 1,250,805 1,250,805

Additional paid-in capital .......... 9 ,958,424 9,958,424
Retained earnings ...................... 11,335,574 9,429,123

22,544,803 20,638,352
Less Employee Stock Ownership 

Trust obligation (note 6) .... 1,500,000 1,800,000
Total shareholders' 

equity ........................ 21,044,803 18,838,352
$40,025,096 $39,107,120

Note 6: Employee Stock Ownership Plan— In 1975, the 
Company established an Employee Stock Ownership Plan 
(ESOP) to provide additional retirement benefits to substan­
tially all employees. Contributions under the Plan amounted 
to $377,000 in 1977 and $300,000 in 1976. Through De­
cember 31, 1977, 243,971 EDO common shares were held 
by the Employee Stock Ownership Trust (ESOT), which was 
established to fund the ESOP. Included in this amount are 
the 200,982 newly issued EDO common shares purchased 
by the trust in 1976 with the proceeds of a $1,800,000 bank 
loan. The Company has guaranteed the repayment of the 
loan to the ESOT. Under the guarantee agreement, the 
Company is obligated to make contributions to the trust to 
enable the trust to make similar payments against the bank 
loan. The guarantee agreement also provides that the Com­
pany may be obligated to repay the trust loan upon the oc­
currence of specific prepayment events. Such events were 
not more restrictive than those under the Company’s revolv­
ing credit agreement. The agreement requires quarterly prin­
cipal payments of $75,000, plus interest at the annual rate of 
110% of prime, plus at the annual rate of 110% of prime, plus 
1½ %. For financial statement purposes, the outstanding trust 
obligation has been reflected as a liability and shareholders’ 
equity has been reduced by the same amount.

Chapter 1B of Accounting Research Bulletin No. 43, as 
revised by APB Opinion No. 6, deals with accounting for 
treasury stock. Table 2-36 shows that the prevalent method 
of presenting both common treasury stock and preferred 
treasury stock is to deduct treasury stock at cost from all 
other stockholders’ equity accounts.

Examples of treasury stock presentations follow.

TABLE 2-36: TREASURY STOCK — BALANCE 
SHEET PRESENTATION

Common Stock
Cost of treasury stock de­

ducted from total of capi­
tal stock, additional 
paid-in capital (if any),

1977 1976 1975 1974

and retained earnings ... 
Par or stated value of trea­

sury stock deducted from 
issued stock of the same

349 341 357 355

class ................................
Cost of treasury stock de­

ducted from stock of the

45 51 70 67

same class...................... 15 11 7 7
Shown as a noncurrent asset 8 9 8 9
Other ...................................... 6 12 13 12
Total Presentations...............

Preferred Stock
Cost of treasury stock de­

ducted from total of capi­
tal stock, additional 
paid-in capital (if any)

423 424 455 450

and retained earnings ... 
Par or stated value of trea­

sury stock deducted from 
issued stock of the same

29 30 45 44

class ................................ 8 12 24 23
Other ...................................... 1 9 3 3
Total Presentations...............

Number of Companies

38 51 72 70

Disclosing treasury stock.... 424 433 443 449
Not disclosing treasury stock 176 167 157 151
Total ....................................... 600 600 600 600
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Cost of Treasury Stock Deducted From 
Stockholders Equity

BIRD & SON, INC. (DEC)

1977
Stockholders' Equity:

5%  cumulative preferred stock, 
par value $100 per share, 
callable at $110 per share:
Authorized and issued—

15,000 shares ..............  $ 1,500,000
$2.75 convertible preference

stock without par value, 
stated at $65 per share:
Authorized and issued—

150,000 shares in 1976 
Common stock, without par

value, stated at $0 .83⅓  
per share:
Authorized and issued—

3 ,600,000 shares ........  3 ,000,000
Other capital ..............................  1,425,000
Retained earnings ......................  100,033,000

105,958,000
Less:Treasury stock, at cost:

5%  preferred— 2,281, 
shares in 1977  
(2,087 in 1976) .. ..

$ 2 .75  convertible 
preference— 150,000
shares in 1976 ......

Common— 4 9 5 ,0 8 4  
shares ...................... (4,555,000)

$101,244,000

GULTON INDUSTRIES, INC. (FEB)

1977
Stockholders' Equity:

Cumulative Convertible Prefer­
red Stock, par value $10 per 
share, issuable in series: 
Authorized 500,000 shares 
Issued 117,559 shares $2 

Series A, liquidating pre­
ference $5,878,000 .. ..  

Common Stock, par value $1 per 
share:
Authorized 6 ,0 0 0 ,0 0 0  

shares
Issued 2 ,6 7 7 ,0 8 2  and

1976

$ 1,500,000

—  9,750,000

3,000,000
1,425,000

89,099,000
104,774,000

CHICAGO BRIDGE & IRON COMPANY (DEC)

1977 1976
Shareholders' investment:
Common stock................................... $ 49,399,000 $ 49,377,000
Additional paid-in capital.................. 4 ,582,000 4,405,000
Retained earnings..............................  254,718,000 218,347,000
Cost of reacquired stock (Note 8 ).. (20,194,000) (9,792,000)

Total shareholders' invest­
ment .................................  $288,505,000 $262,337,000

Note 8: Reacquired Stock—Changes in reacquired stock 
in 1977 and 1976 were:

Balance January 1, 197 6 ................
Reacquired stock................................
Shares sold under the employee

stock purchase plan...................
Balance December 31, 197 6 ..........
Reacquired stock..............................
Shares sold under the employee

stock purchase plans..................
Balance December 31, 197 7 ..........

(159,000) (147,000) G AF CORPORATION (DEC)

—  (9,750,000)

Shares
Reacquired

110,631
95,205

(56,600)
149,236
260,003

(49,046)
360,193

1977

Cost 
(thousands 
of dollars) 

$ 8,752 
5,926

(4,886) 
$ 9,792 

13,956

(3,554)
$20,194

1976

(4,555,000)
$90,322,000

1976

$ 1,176,000 $ 1,176,000

2,674,946 shares... 2,677,000 2,674,000
Capital in excess of par value.. 9,736,000 9,733,000
Retained earnings........................ 17,393,000 15,764,000

30,982,000 29,347,000
Less: Held in treasury —  

13,039 preferred shares—
at cost ................................... 506,000 506,000

Total Stockholders'
Equity......................... $30,476,000 $28,841,000

Shareholders' Equity 
Preferred stock, $1 par value; au­

thorized 6 ,0 0 0 ,0 0 0  shares;
$ 1 .2 0  convertible series 
issued— 1977, 3 ,1 0 5 ,9 5 7
shares; 1976, 3 ,1 0 6 ,0 0 2
shares; at assigned value of 
$1.25 per share (liquidation
value 1977, $83,313,000)......  $ 3,883,000 $ 3,883,000

Common stock, $1 par value; au­
thorized 2 5 ,000 ,000  shares; 
issued— 1977, 1 3 ,7 7 0 ,0 1 0  
shares; 1976, 1 3 ,7 7 0 ,3 4 7
shares........................................... 13,770,000

Additional paid-in capital.................. 53,846,000
Retained earnings..............................  263,542,000

Total ......................................  335,041,000
Less stock held in treasury, at cost:

Common— 1977, 550 ,2 07
shares; 1976, 5 31 ,5 99
shares....................................  4 ,438,000

Preferred— 76,400 shares in
1977 and 1976..................... 932,000
Total Shareholders' Equity .. $329,671,000 $387,947,000

13, 770,000
53,629,000

321,935,000
393,217,000

4,338,000

932,000
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STANLEY HOME PRODUCTS, INC. (DEC) KELLOGG COMPANY (DEC)

1 9 7 7 1 9 7 6 1 9 7 7 1 9 7 6
Stockholders Equity (N ote 6): (In millions)

C om m on stock (v o t in g ) , p a r Shareholders' Equity
value $ 1 — 3 ½ %  Cum ulative p referred  stock,
A u th o r iz e d  1 , 0 5 8 , 3 1 0 $ 1 0 0  par value:

shares Authorized and issued 7 0 ,5 1 3
Issued 5 2 9 ,1 5 5  shares.......... $  5 2 9 ,1 5 5 $ 5 2 9 ,1 5 5 shares less 4 7 ,6 8 6  shares in

Common stock non-voting, par t r e a s u r y  ( 7 4 , 2 6 3  less
value $ 1 — 5 1 ,1 5 9  in 1 9 7 6 ) ........................ $ 2 .3 $  2 .3
A u th o r iz e d  6 , 0 0 0 , 0 0 0 Common stock, $ .5 0  par value:

shares Authorized 8 0 ,0 0 0 ,0 0 0  shares;
Issued 2 ,6 2 4 ,3 7 5  s h a re s . . . 2 ,6 2 4 ,3 7 5 2 ,6 2 4 ,3 7 5 issued 7 6 ,3 8 9 ,8 7 7  shares

Capital in excess of par v a lu e .. 1 ,7 2 7 ,0 4 7 1 ,7 2 6 ,9 6 1 (7 6 ,2 1 9 ,0 6 4  in 1 9 7 6 ) .......... 3 8 .2 3 8 .1
Retained earn ings............................. 6 7 ,5 9 1 ,4 9 5 6 2 ,0 4 2 ,6 0 0 Capital in excess of par v a lu e .......... 3 1 .0 2 8 .3

7 2 ,4 7 2 ,0 7 2 6 6 ,9 2 3 ,0 9 1 Retained earn ings..................................... 4 7 3 .1 4 2 0 .8

Less— Shares held in trea su ry , T o ta l S h a re h o ld e rs '
a t cost— E q u ity ............................... $ 5 4 4 .6 $ 4 8 9 .5
C om m on s to c k  (v o t in g ) ,

6 9 , 3 9 3  in 1 9 7 7  and NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Preferred Stock—The Company may redeem its 
outstanding preferred shares at a price of $101 ($100 after 
1985). Each year the Company must offer to purchase 3,750 
shares of preferred stock at a maximum price of $100, or 
apply previously acquired shares (47,686 in treasury De­
cember 31, 1977) against this requirement.

6 8 ,2 5 0  shares in 1 9 7 6  . 7 7 4 ,6 9 5 7 5 6 ,5 0 0
Common stock no n -v o tin g ,

2 4 1 ,4 3 1  shares ................ 2 ,4 4 6 ,2 1 7 2 ,4 4 6 ,2 1 7
3 ,2 2 0 ,9 1 2 3 ,2 0 2 ,7 1 7

T o ta l s to c k h o ld e rs '
e q u ity ............................... $ 6 9 ,2 5 1 ,1 6 0 $ 6 3 ,7 2 0 ,3 7 4

T reasu ry  S tock  D educted  From  S tock  o f S am e  
C lass T reasu ry  S tock  Show n as N o n cu rren t A sset

DAN RIVER INC. (DEC)

Stockholders' equity:
P referred  stock of $ 5  par value  

per share.
A u th o r iz e d , 2 , 0 0 0 , 0 0 0  

shares issuable in series: 
$ 1 .1 0  C um ulative Con­

v e rtib le  S eries. A u ­
th o r iz e d  2 9 2 , 5 5 2  
s h ares ; issued and  
outstanding 2 8 8 ,1 1 5  
shares ( 2 8 9 ,6 1 5  in
1 9 7 6 ) ...............................

Common stock of $ 5  par value  
p e r  s h a re . A u th o r iz e d ,  
1 0 ,0 0 0 , 0 0 0  s h a re s ; o u t­
standing 5 ,6 0 7 ,9 3 5  shares  
( 5 ,6 2 5 ,4 3 5  in 1 9 7 6 ) a fte r  
d e d u ctin g  4 4 , 1 7 5  sh ares  
( 2 5 ,1 7 5  in 1 9 7 6 )  held in
t r e a s u r y .........................................

Capital in excess of par v a lu e ..
Retained earn ings.............................

T o ta l s to c k h o ld e rs ' 
e q u ity ...............................

Note K—Deferred Compensation: A portion of the incen­
tive compensation for officers and key employees is deferred 
for payment after termination of employment, either in com­
mon shares of the Company or in cash at the equivalent 
market value of the common shares. The accrued deferred 
compensation liability may be satisfied by the future is­
suance of authorized but unissued common shares or treas­
ury shares. At October 31, 1977, 460,399 treasury shares 
have been designated for that purpose.

1 9 7 7  1 9 7 6
($000)

$ 1 ,4 4 1  $ 1 ,4 4 8

DRESSER INDUSTRIES, INC. (OCT)

1 9 7 7  1 9 7 6
($  M illions)

Investments and O ther Assets 
Investm ents in unconsolidated  

s u b s id ia r ie s  and
affilia tes— Notes A and B . . .  $  4 6 .1  $  4 9 .2

Intangible assets of businesses
acquired— Note G .................... 5 8 .1  2 5 .1

Long-term  receivables and in­
vestm ents .....................................  3 2 .5  2 2 .8

Common shares of the Company 
h e ld  fo r  d e fe r re d  
c o m p e n s a tio n — a t cost—
Note K ............................................. 4 .0  4 .2

O ther assets......................................... 1 7 .5  1 7 .6
T o ta l In v e s tm e n ts  and

O ther A s s e ts ................ $ 1 5 8 .2  $ 1 1 8 .9

2 8 ,0 4 0  2 8 ,1 2 7
2 8 ,7 5 8  2 8 ,8 9 2

1 0 0 ,2 7 2  9 2 ,9 8 8

$ 1 5 8 ,5 1 1  $ 1 5 1 ,4 5 5
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Section 3: Income Statement

TITLE OF INCOME STATEMENT

Table 3-1 summarizes the key word terms used in income 
statement titles. Examples of income statement titles follow.

Income

BOWNE & CO., INC.

Consolidated Statement of Income and Retained 
Earnings

DUN & BRADSTREET COMPANIES, INC.

Consolidated Statement of Income 

H. J. HEINZ COMPANY

Statements of Consolidated Income and Retained 
Earnings

Earnings

ARMSTRONG CORK COMPANY

Consolidated Statements of Earnings

CAMPBELL SOUP COMPANY

Consolidated Statement of Earnings and Earnings Re­
tained in the Business

CMI CORPORATION

Consolidated Statements of Earnings

GENESCO INC.

Consolidated Earnings Statement

GULTON INDUSTRIES, INC.

Consolidated Statement of Earnings

Operations

AMPEX CORPORATION 

Consolidated Statement of Operations

TABLE 3-1: INCOME STATEMENT TITLE

1977 1976 1975 1974
Incom e  ............. ...................  357 369 376 386
Earnings .......... ...................  179 175 163 170
Operations ...... ...................  60 51 60 43
Other................. ...................  4 5 1 1
Total Companies .............. 600 600 600 600

ARVIN INDUSTRIES, INC.

Consolidated Statement of Operations and Retained 
Earnings

CATERPILLAR TRACTOR CO.

Consolidated Results of Operations

INCOME STATEMENT FORMAT

Table 3-2 shows that more survey companies used a 
single step income statement to summarize revenue and ex­
pense amounts than a multiple step income statement. A 
substantial number of income statements, both single-step 
and multiple-step, showed income taxes, equity in earnings 
or losses of investees, and minority interest as separate cap­
tions immediately preceding net income or income before 
extraordinary item.

TABLE 3-2: INCOME STATEMENT FORMAT

1977 1976 1975
Single-step form
Federal income tax shown as

1974

separate last item ..........
Federal income tax listed

312 301 308 301

among operating items.. 
Multiple-step form
Costs and expenses deduct­

ed from sales to show

59 59 59 86

operating income...........
Costs deducted from sales to

101 114 133 109

show gross margin........ 128 126 100 104
Total Companies.................... 600 600 600 600
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REVENUE

Paragraph 148 of APB Statement No. 4 defines revenue.

148. Revenue and Realization. Revenue is a gross 
increase in assets or a gross decrease in liabilities rec­
ognized and measured in conformity with generally ac­
cepted accounting principles that results from those 
types of profit-directed activities of an enterprise that 
can change owners’ equity (see paragraph 134). Rev­
enue under present generally accepted accounting 
principles is derived from three general activities: (a) 
selling products, (b) rendering services and permitting 
others to use enterprise resources, which result in in­
terest, rent, royalties, fees, and the like, and (c) dispos­
ing of resources other than products—for example, 
plant and equipment or investments in other entities. 
Revenue does not include receipt of assets purchased, 
proceeds of borrowing, investments by owners, or ad­
justments of revenue of prior periods.
Paragraphs 19 and 26 of APB Opinion No. 30 comment on 

the presentation and disclosure of revenue items.

19. Judgment is required to segregate in the income 
statement the effects of events or transactions that are 
extraordinary items (as required by paragraph 11). The 
Board concludes that an event or transaction should be 
presumed to be an ordinary and usual activity of the 
reporting entity, the effects of which should be included 
in income from operations, unless the evidence clearly 
supports its classification as an extraordinary item as 
defined in this Opinion.

26. A material event or transaction that is unusual in 
nature or occurs infrequently but not both, and there­
fore does not meet both criteria for classification as an 
extraordinary item, should be reported as a separate 
component of income from continuing operations. The 
nature and financial effects of each event or transac­
tion should be disclosed on the face of the income 
statement or, alternatively, in notes to the financial 
statements. Gains or losses of a similar nature that are 
not individually material should be aggregated. Such 
items should not be reported on the face of the income 
statement net of income taxes or in any manner incon­
sistent with the provisions of paragraphs 8 and 11 of 
this Opinion or in any other manner that may imply that 
they are extraordinary items. Similarly, the earnings 
per share effects of those items should not be dis­
closed on the face of the income statement.

Table 3-3 summarizes the descriptive income statement 
captions used by the survey companies to describe revenue 
derived from selling products. Sources of revenue, other than 
the selling of products, most frequently disclosed by the sur­
vey companies are listed in Table 3-4. Excluded from Table
3-4 are those revenue items shown after the caption for in­
come taxes (see Table 3-16) or shown as extraordinary gains 
(see Table 3-17). Examples of revenue items, other than 
foreign currency translation gains, follow. See Translation of 
Foreign Currency Accounts for examples of translation gains.

T A B L E  3 -3 :  S A L E S — C A P T IO N  T IT L E

1977 1976
Net Sales

1975 1974

Net sales................................
Net sales and operating rev­

enue ................................

380

25

364

25

375

2 2

364

27
Net sales combined with

other terms......................
Sales

12 21 15 17

Sales ...................................... 94 1 0 2 98 94
Sales and operating revenue 
Sales combined with other

29 28 40 45

terms ..............................
Other Captions
Revenue or gross operating

12 14 10 12

income ............................
Gross sales, income, billings, 

36 32 28 24

shipments, etc................. 12 14 12 17
Total Companies.................... 600 600 600 600

Net Sales

ALLE G H E N Y  LUDLUM  INDU STR IES, INC. (DEC)

1977
(In thousands)

1976

Net sales............................................
Equity in net earnings of unconsoli­

dated subsidiaries and affiliated

$1,002,065 $888,956

companies.................................... 2,080 9,866
Other income, net ........................... 5,318 3,272

$1,009,463 $902,094

DR ESSER  INDUSTRIES, INC. (OCT)

1977 1976
(In Millions of Dollars)

Net sales and service revenues ... $2,538.8 $2,232.2
Cost of sales and services ............. 1,658.5 1,475.8

$ 880.3 $ 756.4

ELTRA CO R PO R ATIO N  (SEP)

Sales and other income:
1977 1976

Net sales ...........................................
Equity in earnings of equipment

$922,096,470 $816,606,651

leasing companies ..................... 3,404,344 2,870,099
Other income .................................... 7,328,971 7,240,280

$932,829,785 $826,717,030
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JOHNS-MANVILLE CORPORATION (DEC)

1977

Revenues
Net sales ...................................... $1,461,432
Interest income............................. 7,564
Royalties and fees........................ 5,067
Equity in earnings of associated

companies ................................ 2,688
Other income, n e t........................ 2,155

Total .........................................  $1,478,906

PALL CORPORATION (JUL)

1977
Revenues:
Net sales ........................................... $67,064,988
Interest earned .................................  435,557
Total Revenues.................................  $67,500,545

THE PARKER PEN COMPANY (FEB)

($000)

Sales

1976 BAKER INTERNATIONAL CORPORATION (SEP)

Net sales of products and services 
Cost of products and services sold

1977
$348,421,537

216,880,167

$1,308,771
3,417
5,113

2,721
1,137

$1,321,159

1976

$56,259,133
247,555

$56,506,688

1976
$140,713,316

63,493,106

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Accounting Policies (in part)
Revenue Recognition— Revenue is recognized on sales of 

products at the time of shipment and on temporary help ser­
vices at the time service is rendered. Initial license fees are 
recorded as income when received and when the licensee 
starts operating. Expenses associated with the issuance of 
license agreements are charged to expense as incurred. 
Continuing franchise fees from license agreements are re­
corded as revenue as the fees are earned.

H. H. ROBERTSON COMPANY (DEC)

Net sales (Note 1):
Product .......................................
Construction and other services 

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

1977 1976
($000)

$253,768 $251,336
75,213 75,793

$328,981 $327,129

NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Summary of accounting policies
Construction contracts— Depending on contract terms, 

revenue from sales of products is recognized upon passage 
of title, acceptance at job site, or when affixed to a building 
structure. Revenue from construction services is recognized 
generally on the completed contract basis with provision for 
losses on construction services in progress made at the time 
a contract is determined to be unprofitable.

1977 1976
($000)

Revenues:
Sales ......................................... ........  $532,473 $417,218
Service and rentals................. ........  176,223 135,364

$708,696 $552,582

BELL & HOWELL COMPANY (DEC)

1977
(in thousands)

1976

Revenues:
Sales ..................................................  $491,570 $437,437
Interest .............................................. 1,681 2,307
Other income ....................................  994 1,834
Total revenues .................................  $494,245 $441,578

NOTES TO THE CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part)—Significant Accounting Policies:
Revenue Recognition— Sales of products and services are 

recorded based on shipment of products or performance of 
services. Revenues from service contracts and tuition from 
resident students are deferred and are recognized in earn­
ings on a pro rata basis over the period of the service agree­
ment or school term.

EASTMAN KODAK COMPANY (DEC)

1977 1976
(in thousands)

Sales to: Customers in the United
States ........................................... $3,506,979 $3,166,292
Customers outside the United

States ....................................  2 ,460,007 2,271,878
Total sales ............................  $5,966,986 $5,438,170

NOTES TO FINANCIAL STATEMENTS 
Major Accounting Policies (in part)
Sales—The amount reported as sales represents revenue 

from sales of products and services, equipment rentals and 
other operating fees.

W. R. GRACE & CO. (DEC)

Sales and operating revenues ......
Dividends, interest and other in­

come ............................................

1977 1976
(in thousands)

$3,976,233 $3,628,406

16,261
$3,992,494

19,320
$3,647,726



240 Section 3: Income Statement

PITNEY-BOWES, INC. (DEC)

1977 1976
Revenue from

Sales .............................................. $357,391,000 $321,312,000
Rentals........................................... 166,045,000 142,460,000
Service........................................... 82,537,000 75,397,000

Total revenue ......................... $605,973,000 $539,169,000

THE SIGNAL COMPANIES, INC. (DEC)

1977 1976

Sales.................................................... $2,964,439
($000)

$2,451,639
Royalties.............................................. 39,112 28,660
Interest (including $3,633 in 1977 

and $2,460 in 1976 from un­
consolidated companies) and
other.............................................. 24,109 19,815

$3,027,660 $2,500,114

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Accounting Policies:
Recognition of Incom e— Aerospace contract

accounting—Sales and related costs under fixed-price con­
tracts are recorded as deliveries are made. Anticipated future 
losses on contracts are evaluated on an overall program 
basis and charged to income as soon as such losses become 
evident. Sales and related costs under cost-reimbursable 
contracts are recorded as costs are incurred.

Long-term construction contracts—Sales and related costs 
under cost-reimbursable contracts are recorded as costs are 
incurred. Sales and related costs under all other contracts 
are deferred until completion of the contract. Anticipated 
losses from construction contracts are charged against in­
come as soon as such losses become evident. Claims for 
supplemental contract costs, increasing revenue, are not re­
corded as income until they are agreed to by the customer 
upon completion of the contract.

Royalties— Royalty income for a paid-up license is de­
ferred until the installment payments are due; however, 
where a paid-up license is sold and promissory notes are 
received in payment thereof, the income is recorded cur­
rently.

Leased manufactured trucks— Income from leases of 
manufactured trucks is recognized over the lease period 
under the operating method of accounting.

Finance operations— Finance fees included in the face 
amount of retail installment receivables and vehicle lease 
receivables are taken into income over the lives of the con­
tracts under the sum-of-the-digits method. Income on floor 
plan receivables is recorded as earned based on the out­
standing balances, and income on other simple interest bear­
ing receivables is recorded as installments are collected.

Real estate operations— Sales are recorded at the time of 
escrow closings, provided the buyer has made an adequate 
financial commitment. Income from construction contracts is 
recorded under the completed contract method of account­
ing. Interest and property taxes are charged to income as 
incurred.

Revenue

THE AMERICAN SHIP BUILDING COMPANY (SEP)

1977 1976
Revenues:

Ship and barge construction,
conversion and repair.......... $126,432,420 $104,236,948

Building products........................ 25,686,666 27,056,904
$152,119,086 $131,293,852

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Accounting for Long-Term Contracts— Revenues, costs, 
and profit applicable to long-term construction contracts are 
included in the consolidated statements of income on the 
labor percentage-of-completion accounting method. Contract 
losses are recognized, in full, in the year the loss is identified.

The performance of such contracts may extend over sev­
eral years and revisions in the contract estimates during per­
formance and upon final contract settlements have the effect 
of including in subsequent accounting periods adjustments 
necessary to reflect the results of these revised estimates 
and final contract settlements.

TWENTIETH CENTURY-FOX FILM CORPORATION 
(DEC)

1977 1976

Revenues:
Operating revenues..............
Interest and non-operating 

come (note 1 7 ) ..............

($000)

$501,479 $351,474

5,277
$506,756

3,564
$355,038

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Revenue Recognition— Revenues from theatrical exhibi­
tion of feature films are recorded as of the dates of exhibition.

Revenues and related expenses from all television licens­
ing agreements are recorded as of the date the film is con­
tractually available for telecasting by the licensee.
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Interest Income TABLE 3-4: OTHER REVENUE

AMERICAN STANDARD INC. (DEC) Number of Companies

1977 1976 Interest .................................
1977

182
1976

192
1975

T69
1974

197

Income from operations...................
(Dollars in thousands) 

$176,702 $145,612
Equity in earnings of inves­

tees ................................. 106 103 82 104
Net foreign exchange loss..............
Other income......................................

(6,307)
17,392

(1,468)
16,569

Gains on dispositions of as­
sets ................................. 63 47 49 45

Interest expense................................ (24,597) (22,588) Royalties ................................ 43 49 48 58
(13,512) (7,487) Dividends ..............................

Rentals...................................
40
19

56
N/C

60
N/C

71
N/C

Income before taxes on income and 
extraordinary credits................. $163,190 $138,125

Translation adjustments......
N/C —  Not Compiled.

16 37 17 10

NOTES TO FINANCIAL STATEMENTS 
Note 4: Other Income— O th e r in co m e w a s  as  follow s:

1977 1976
(Dollars in millions)

Dividends............................................ $ .8 $ 1.5
Interest income................................. 9.7 10 .1
Royalties..............................................
Equity in net income of American

3.4 3.3

Standard Credit Inc..................... 1.5 1.4
Other.................................................... 2 .0 .3

$17.4 $16.6

INTERNATIONAL PAPER COMPANY (DEC)

Income

1977
($millions)

1976

Net sales............................................ $3,668.9 $3,540.6
Other income, net (Note 8 ) ............. 47.9 40.9
Total Income...................................... $3,716.8 $3,581.5

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 8: Other Income, Net—The components of other in­
come follow:

In millions 1977 1976
Interest income................................. $19.5 $18.8
Equity in earnings of affiliates........ 12.4 9.3
Sale of capital assets1...................... 10 .1 5.5
Foreign currency exchange............. (6.7) (1.1)
Sale of warrant2 ................................ 4.3 —

Miscellaneous.................................... 8.3 8.4
Total.................................................... $47.9 $40.9

TECUMSEH PRODUCTS COMPANY (DEC)

1In 1977 includes the expense of charitable contributions of ap­
preciated properties net of the gain of substantially an equal amount 
recognized on the appreciation of these properties.

2During 1977, the Company sold a warrant to purchase a 49 percent 
interest in the Donald L. Bren Company.

19761977
Other income and (deductions):

Foreign engineering fees...........  $5,052,264 $3,503,133
Interest income...........................  4 ,283,333 4,103,185
Other— net................................... (419,837) (107,701)

$8,915,760 $7,498,617

Royalty Income

BIRD & SON, INC. (DEC)

1977 1976
Earnings from operations.................  $32,626,000 $30,972,000
Other income (charges):

Interest expense.........................  (460,000) (331,000)
Interest income........................... 105,000 253,000
Royalties.......................................  1,066,000 1,155,000

711,000 1,077,000
Earnings before income taxes........  $33,337,000 $32,049,000

FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION (DEC)

1977 1976
($000)

Revenues:
Net Sales ..............................
Royalties and other income

$460,108
10,340

$470,448

$443,221
7,157

$450,378

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part) Summary of Accounting Policies: A cco u n t­
ing polic ies o f th e  C o m p a n y  and  its sub s id iaries  con form  w ith  
g en e ra lly  a c c ep ted  accou nting  princ ip les  and  re flec t p ra c ­
tices  a p p ro p ria te  to th e  b u s in esses  in w h ich  th e y  o p e ra te . 
T h e  s ign ificant polic ies a re  s u m m a rize d  below .
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1977 1976
(Dollars in thousands)

$ 716,543 $ 663,810
776,810 667,202 1978 .........

19,522 27,247 1979 .........
$1,512,875 $1,358,259 1980 .........

1981 .........
1982 .........
Later years

Royalty Income—The Company owns certain patents re­
lated to the processes of manufacturing semiconductor de­
vices and the resulting structures. Licenses to use these 
patented processes and structures and other technical know­
ledge of the Company have been granted to a number of 
companies. Royalty income is based upon either a percen­
tage of sales of licensed products or a fixed schedule of 
payments. Royalties are included in income in the period that 
payments are scheduled to be received. Substantially all of 
the Company’s royalty income is derived from semiconductor 
license agreements under which payments will terminate at 
the end of 1979.

Rental Income

CONTROL DATA CORPORATION (DEC)

Revenue
Sales revenue..............................
Rental and services revenue....
Other income................................

Total revenue........................

ACCOUNTING POLICIES
Lease revenues and lease costs— Noncancellable long­

term lease contracts which qualify as sales-type leases in 
accordance with Financial Accounting Standards Board 
Statement No. 13, “Accounting for Leases,” are accounted 
for as outright sales at the discounted present value of rentals 
to be collected. The related cost of the leased equipment, 
plus a provision for other costs to be incurred over the lease 
period, is charged to cost of sales. Other lease contracts are 
accounted for as operating leases and rentals are included in 
rental revenue over the terms of the leases.

Allocated portions of certain marketing expenses related to 
the acquisition of operating leases are deferred for amortiza­
tion over a three-year period. Unamortized deferred market­
ing expenses related to leases cancelled or converted to sale 
prior to expiration of the three-year period are charged to cost 
of sales.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note O (in part): Leases— In November 1976, the Financial 
Accounting Standards Board issued Statement No. 13 “Ac­
counting for Leases.” The statement is effective for lease 
agreements entered into on or after January 1, 1977.

Leasing Arrangements with Company as Lessor—The 
company leases computer equipment under agreements with 
terms ranging from one to seven years. All leases entered 
into prior to 1977 have been accounted for under the operat­
ing method or as leases equivalent to sales in accordance 
with Accounting Principles Board Opinions Nos. 7 and 27. 
If these leases had been accounted for in accordance with 
Statement No. 13 the effect on stockholders’ equity at De­
cember 31, 1977 and 1976 and on net income for the year 
ended December 31, 1977 would not have been material.

The company’s cost of equipment on operating leases, 
excluding cost of equipment under sales-type leases at De­
cember 31, 1977, was $442,085,000 less accumulated de­
preciation of $253,388,000.

The net investment in sales-type leases as of December 
31, 1977 was as follows:

Total minimum lease payments receivable
Estimated residual value of equipment......
Less unearned income...................................
Net investment in sales-type leases.........

(Dollars in 
Thousands) 

$63,165
11

(6,745)
$56,431

Minimum lease payments, including amounts representing 
executory costs and any related profit, to be received in each 
of the next five years under the above lease agreements are 
as follows:

(Dollars in thousands)
Sales-Type

Leases
$24,683

17,793
10,274

7,380
2,022
1,013

$63,165

Operating
Leases

$167,976
119,428

78,392
43,535
16,409

$425,740

Income in 1977 was charged with initial direct costs, 
primarily sales commissions and related administrative ex­
penses, incurred in negotiating and consummating sales- 
type leases. In accordance with Statement No. 13, initial di­
rect costs associated with negotiation and consummation of 
operating leases have been deferred and allocated over the 
average lease period in proportion to the recognition of rental 
income.

HONEYWELL INC. (DEC)

1977 1976
($ 000)

Revenue and Other Income
Sales ..................................................  $2,312,648 $1,973,182
Computer rental and service rev­

enue.............................................. 598,445 522,113
Total revenue....................................  $2,911,093 $2,495,295

NOTES TO FINANCIAL STATEMENTS 
(Dollars in thousands)

Note 1 (in part): Accounting Policies
Revenue— Revenue from sales of manufactured products 

is recognized upon passage of title to the customer which 
generally coincides with physical delivery or acceptance. 
Revenue under cost reimbursement type contracts is re­
corded as cost is incurred and includes applicable fees. Re­
venue from long-term engineering and construction contracts 
is recognized on the percentage-of-completion basis.
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M o st le a s e  a g re e m e n ts  invo lving  c o m p u te r e q u ip m e n t a re  
a c c o u n te d  for u n d e r th e  o p e ra tin g  m eth o d  a n d  th e  ren ta ls  
u n d er such  le a s e s  a re  inc luded  in ren ta l re v e n u e  a s  e a rn e d  
o v e r th e  te rm  of th e  le a se , n o rm ally  o n e  to  five  y e a rs  in 
duration . Fu ture  ren ta ls  u n d er o p e ra tin g  le a s e  con trac ts  sold  
to  n on co n so lid a ted  fin a n c e  s u b s id ia ries  a re  c red ited  to  obli­
g ation  fo r ren ta l con trac ts  c o n v e y e d  (fo rm erly  en titled  d e ­
fe rre d  ren ta l in co m e) and  inc luded  in ren ta l re v e n u e  w h en  
e a rn e d . S a le s -ty p e  le a s e  con trac ts  a n d  ins ta llm ent sa les  
con trac ts , n orm ally  five  y e a rs  in duration , a re  acco u n te d  for 
as  s a les .

Note 7: Leasing Arrangements—As Lessor— R e c e iv a b le s  
from  s a les -typ e s  le a s e  con trac ts  fo r c o m p u te r e q u ip m e n t a re  
a s  follow s:

1977 1976
Total minimum lease payments to be

received....................................... $71,429 $61,564
Less: unearned income..................... (18,254) (14,945)

Allowance for doubtful ac­
counts................................ (758) (684)

Net investment in sales-type leases $52,517 $45,935

E xecu to ry  costs  (in s u ra n c e  a n d  pro perty  ta x e s ) a re  not 
m a teria l.

T h e  n e t in ves tm en t in s a le s -ty p e  le a s e s  inc luded  in curren t 
re c e iv a b le s  w a s  $ 1 0 ,2 0 2  a n d  $ 9 ,3 1 7  in 1 9 7 7  a n d  1 9 7 6 , re ­
spective ly . T h e  re m a in d e r is inc luded  in lon g-term  re c e iv a ­
bles.

M in im u m  fu ture  ren ta ls  to b e  re c e iv e d  a s  of D e c e m b e r 3 1 , 
1 9 7 7  u n d er n o n ca n c e lla b le  le a s e s  for c o m p u ter e q u ip m e n t  
a re  a s  follow s:

Sales-
Type Operating

Leases Leases
1978 .................................................. $ 59,212 $279,493
1979 ................................................... 54,645 184,212
1980 .................................................. 45,386 135,670
1981 .................................................. 37,956 83,266
1982 ................................................... 28,116 41,823
1983 and beyond.............................. 35,453 6,771

260,768 731,235
Less amounts sold to nonconsoli­

dated finance subsidiaries.......... (189,239) (120,159)
Total .................................................. $ 71,529 $611,076

In add ition  to  th e  a b o v e  am o u n ts , co n tin gen t ren ta ls  m ay  
b e re c e iv e d  b as e d  on hourly  e q u ip m e n t u sa g e  e x c e e d in g  th e  
m a x im u m  a llo w ed  u n d er certa in  le a s e  a g re e m e n ts . C o n tin ­
g e n t  re n ta ls  in c lu d e d  in re v e n u e  fo r  o p e ra t in g  le a s e s  
a m o u n ted  to $ 8 ,5 9 5  in 1 9 7 7  a n d  $ 9 ,1 5 3  in 1 9 7 6 .

Gain From Sale of Assets

ALCO STANDARD CORPORATION (SEP)

1977 1976
Income from operations...................  $66,235,380 $59,076,913
Gain on sole of Canadian cool prop­

erties (Note 2 ) ............................. 9,723,662
Income before taxes.........................  75,959,042 59,076,913
Taxes on income................................ 32,093,000 26,050,000
Net income.........................................  $43,866,042 $33,026,913

Note 2: Acquisitions and Divestitures— D uring  1 9 7 7  th e  
C o m p a n y  m a d e  acqu is itions in n ew  b u s in esses  a n d  m arke t  
e x ten s io n s  fo r a p p ro x im a te ly  $ 2 8 ,0 0 0 ,0 0 0  in cash , no tes  and  
co m m o n  stock. D uring  1 9 7 6  o n e  c o m p a n y  w a s  a c q u ire d  for 
$ 7 ,0 0 0 ,0 0 0 . T h e s e  acqu is itions a re  acco u n te d  fo r as  p ur­
c h a s e s  a n d  th e  c o n so lid a ted  financ ia l s ta te m e n ts  inc lude th e  
resu lts  o f th e ir o p e ra tio n s  from  th e  d a te s  o f acqu is ition . T h e  
pro fo rm a  resu lts  o f o p era tio n s , a s su m in g  th a t th e  1 9 7 7  a c ­
quis itions w e re  m a d e  on O c to b e r 1, 1 9 7 5 , a re  as  follow s:

Fiscal Year Ended September 30 
1977 1976

Total revenues.....................................$1,326,290,000 $1,175,300,000
Net income.........................................  45,927,000 36,345,000
Primary earnings per share............. 4 .26 3.24

In 1 9 7 7  th e  C o m p a n y  sold  a t a  n et g ain  o f $ 6 ,7 3 0 ,0 0 0  
($ .6 5  p e r s h a re ) a  2 0 %  in teres t in C a n a d ia n  coal p ro perties  
for $ 3 ,0 0 0 ,0 0 0  in c ash  a n d  lo n g -te rm  notes  h aving  a  then  
p resen t v a lu e  o f $ 8 ,2 5 9 ,0 0 0 . T h e  C o m p a n y  a n tic ip a tes  se ll­
ing  its  re m a in in g  1 6 .7 5 %  in te re s t  fo r  a p p r o x im a te ly  
$ 1 0 ,4 0 0 ,0 0 0  in in te res t-b earin g  n o tes. D uring  th e  tw o  y e a r  
period , th e  C o m p a n y  a lso  d ives ted  itself o f certa in  o p e ra tio n s  
w hich  in th e  a g g re g a te  w e re  not m ate ria l to  th e  con so lid ated  
resu lts  o f o pera tio n s .

AMAX INC. (DEC)

Earnings from operations.................  $169,300
Gain on sale of Canadian potash as­

sets (Note 2 ) ................................ 61,960
Provision for loss on African in­

vestments ....................................  (125,000)
Equity in earnings of Alumax Inc.

(after Alumax taxes on income
of $17,770 and $13 ,910)........  20,140

Interest expense, n e t......................  (60,730)
Other income, n e t............................. 6,120
Earnings before income taxes........  $ 71,790

1977 1976
($ 000)

$159,240

15,030
(20,890)

3,180
$156,560

NOTES TO FINANCIAL STATEMENTS
Note 2: Gain on Sale of Canadian Potash Assets— In D e ­

c e m b e r 1 9 7 7 , A M A X  sold  its C a n a d ia n  po tash  ass e ts  for 
$ 7 7 ,3 5 0 . T h e  sa le  resu lted  in a  g a in  o f $ 3 0 ,9 6 0  ($ .9 6 )  p e r  
s h a re ) a fte r a p p licab le  in co m e ta x e s  o f $ 3 1 ,0 0 0 .
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T H E  G R E Y H O U N D  C O R P O R A T I O N  ( D E C ) T H E  S U P E R I O R  O I L  C O M P A N Y  ( D E C )

Income Before Unusual Items and
Income Taxes..............................

Unusual Items (Note A):

1977 1976 
($000)

$103,871 $109,003

Other Income (Expense)
Dividends and miscellaneous in­

come .......................................
Gain on sale of 949,072 shares

1977

$9,001,000

1976

$9,505,000

Gain on sale of pharmaceutical
business.................................

Provision for food plant closing
24,783

of Texaco stock (Note 2 ).... 
Equity in earnings (losses) of af­

filiated companies (note 2) .

9 ,325,000

(9,953,000) 4,199,000
and relocation costs ........... (19,700) Interest expense......................... (7,452,000) (10,045,000)

Income Before Income Taxes......... $108,954 $109,003 $ 921,000 $ 3,659,000

Note A (in part): Acquisitions and Other Changes in 1977 
Operations:

O n  N o v e m b e r 10 , 1 9 7 7 , A rm o u r sold  its p h a rm a c eu tic a l 
business  fo r $ 8 7 ,3 4 2 ,0 0 0 , resu lting  in a  g a in  on  th e  sa le  o f 
$ 2 4 ,7 8 3 ,0 0 0  ($ 1 2 ,2 7 1 ,0 0 0  a fte r in co m e ta x e s ) a fte r w rite -o ff 
of $ 4 ,0 0 0 ,0 0 0  of th e  D ial in tang ib le  a ttrib u tab le  th e re to . R e v ­
e n u e s  a ttrib u tab le  to  th e  b u s in ess  so ld  w e re  a p p ro x im a te ly  
$ 7 3 ,0 0 0 ,0 0 0  in 1 9 7 7  a n d  $ 8 4 ,0 0 0 ,0 0 0  in 1 9 7 6 .

In add ition , in la te  1 9 7 7 , A rm o u r a n n o u n c e d  th e  closing  of 
tw o  livestock s laug hterin g  p lan ts  a n d  th e  re location  o f certa in  
food p ro cess ing  o p era tio n s . T h e  e s tim a te d  cost o f th e  p lant 
closings a n d  re location  o f $ 1 9 ,7 0 0 ,0 0 0  ($ 9 ,7 1 3 ,0 0 0  a fte r in­
c o m e  ta x e s ) ,  c h a r g e d  to  in c o m e  in 1 9 7 7 ,  in c lu d e s  
$ 1 ,0 7 0 ,0 0 0  for th e  es tim a te d  loss on th e  facilities to  be  
c losed , $ 4 ,6 4 4 ,0 0 0  for se p a ra tio n  p ay  and  $ 1 3 ,9 8 6 ,0 0 0  for 
th e  p re s e n t v a lu e  o f p en s ion  b en efits  a n d  in s u ra n c e  costs  
a p p licab le  to  th e  e m p lo y e e s  resu ltan tly  te rm in a te d .

T h e  a f te r - ta x  g a in  on  th e  s a le  o f th e  p h a rm a c e u tic a l  
business is 2 8  cen ts  p e r s h a re  a n d  th e  a fte r-ta x  provision  for 
plant closing  and  re location  costs is 2 2  cen ts  p e r s h a re .

Note 2 (in part): Investments
Marketable Securities— A  s u m m a ry  o f th e  C o m p a n y ’s  

m a rk e ta b le  securities  is s e t forth b e lo w  (in th o u s a n d s  o f 
d o lla rs ).

December 31, December 31, 
1977 1976

Market Cost Market Cost
Texaco Inc. (949,072 shares in

1976)............................................  —  —  26,337 16,155
O ther..................................................  24,043 22,946 28,809 27,053

24,043 22,946 55,146 43,208

A t D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , th e  gross u n rea lize d  
g a in s  o f all m a rk e ta b le  s e c u ritie s  w e re  $ 6 ,2 2 1 ,0 0 0  a n d  
$ 1 7 ,2 3 7 ,0 0 0 , resp ective ly , a n d  th e  g ro ss u n rea lize d  losses  
w e re  $ 5 ,1 2 4 ,0 0 0  a n d  $ 5 ,2 9 9 ,0 0 0 ,  re s p e c tiv e ly . T h e  n et 
re a lize d  g a in s  inc luded  in th e  c o n so lid a ted  s ta te m e n ts  o f in­
c o m e  w e re  $ 7 ,3 4 2 ,0 0 0  in 1 9 7 7  and  $ 3 7 6 ,0 0 0  in 1 9 7 6 . T h e  
cost o f securities  sold w a s  d e te rm in e d  on  a  spec ific  s h a re  
basis.

S U L L A I R  C O R P O R A T I O N  ( D E C )

1977 1976
Income from operations...................  $ 9,714,098 $4,533,576
Interest Expense................................ (1,718,132) (1,385,825)
Gain on Sale of Equity Interest in

Subsidiary (Note 1 )..................... 2,004,587 —
Income before Federal income taxes $10,000,553 $3,147,751

Note 1 (in part): Principles of Consolidation— T h e  a c c o m ­
p an y ing  con so lid ated  financ ia l s ta te m e n ts  inc lude th e  a c ­
cou nts  o f S u lla ir C o rp o ra tio n  a n d  its m a jo rity -o w n ed  sub ­
s id ia rie s . A ll s ig n ifican t in te r-c o m p a n y  tra n s a c tio n s  h a v e  
b ee n  e lim in ated  in consolidation .

In D e c e m b e r, 1 9 7 7  S u lla ir C o rp o ra tio n  sold  4 7 %  o f its 
equ ity  in S u lla ir E u ro p e  C o rp o ra tio n . T h e  sa le  re d u ced  S u l­
la ir’s eq u ity  in teres t in S u lla ir E u ro p e  C o rp o ra tio n  to  4 3 % .  
S in c e  S u lla ir no lo n g er o w n s  a  m ajority  of th e  s tock o f S u lla ir 
E u ro p e  C o rp o ra tio n , its in ves tm en t is n o w  acco u n te d  fo r by  
th e  e q u ity  m eth o d . All prior p eriod  financ ia l s ta te m e n ts  h av e  
b ee n  res ta te d  to re flec t this c h a n g e . T h is  re s ta te m e n t h as  no  
effec t on prior p eriod  e a rn in g s  or e a rn in g s  p er s h a re . T h is  
s a le  resu lted  in a n  a fte r ta x  g a in  o f $ 1 ,5 6 6 ,0 0 0  o r $ 1 .0 8  p er 
s h are .

Finance Charge Revenue

S E A R S ,  R O E B U C K  A N D  C O .  ( J A N )

1978 1977
($000)

Net sales (including finance charge
revenues— Note 5 ) ..................... $17,224,033 $14,950,208

Cost of sales, buying and occupancy
expenses......................................  11,172,965 9,399,491

Selling and administrative expenses 4,839,653 4,293,933
Operating income from sales and

services.........................................  $ 1,211,415 $ 1,256,784

Note 5: Credit operations— Insta llm en t acco u n ts  (e a s y  
p a y m e n t) w ill b e  re p la c e d  by S e a rs C h a rg e  (a  revo lv in g  
c h a rg e  p lan ) o v e r th e  n ex t s e v e ra l y e a rs . T o  s ta te  inco m e  
m o re  a p p ro p ria te ly  during  th e  p h a s e -o u t period  o f th e  in­
s ta llm en t acco u n ts  and  th e  ex p a n s io n  of S e a rs C h a rg e  a c ­
c o u n ts , th e  c o m p a n y , e ffe c tiv e  F e b ru a ry  1, 1 9 7 7 , h as  
c h a n g e d  its es tim atio n  m eth o d  for (a ) am o rtiz in g  u n e a rn e d  
f in a n c e  c h a rg e s  re la ted  to  e a s y  p a y m e n t accou nts , using  
actu a l con trac t lives ra th e r th an  w e ig h te d  a v e ra g e  contract 
lives an d , (b) com pu tin g  its a llo w a n c e  fo r unco llec tib le  cu s ­
to m e r re c e iv a b le s , incorporating  an  u p d a te d  c o m p u ter m o d el 
fo r pro jecting  p ro b a b le  losses in th e  co llection  p ro cess . T h e  
first c h a n g e  in e s tim a te  h ad  th e  e ffec t o f reducing  in c o m e  by
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$35 million and the second change caused an increase in 
income of $31 million in 1977. The two changes reduced 
1977 net income by less than $.01 per share.

Details of finance charge revenues and credit costs are 
presented in conformity with industry standards, and exclude 
the adjustments resulting from the changes in estimates dis­
cussed above. Pro forma interest was computed on average 
installment receivables less applicable net deferred taxes.

Year Ended 
January 31

TABLE 3-5: COST OF GOODS SOLD

(millions) 1978 1977
Finance charge revenues (included

in net sales)
Revolving charge accounts........ $529 $428
Easy payment accounts.............. 292 300

$821 $728
Credit sales expense, including ex­

penses in stores......................... $450 $406
Provision for uncollectible accounts 59 55
Pro forma interest (at percentage

rates below)................................. 306 244
Income taxes...................................... 3 11

$818 $716
Income over expenses..................... $ 3 $ 12
Average cost of funds borrowed ... 6 .3% 5.9%

EXPENSES

Paragraph 154 of APB Statement No. 4 defines expenses.

154. Expense Recognition. Expenses are gross de­
creases in assets or gross increases in liabilities rec­
ognized and measured in conformity with generally ac­
cepted accounting principles that result from those 
types of profit-directed activities of an enterprise that 
can change owners’ equity (see paragraph 134). Im­
portant classes of expenses are (1) cost of assets used 
to produce revenue (for example, cost of goods sold, 
selling and administrative expenses, and interest ex­
pense), (2) expenses from non-reciprocal transfers and 
casualties (for example, taxes, fires and theft), (3) 
costs of assets other than products (for example, plant 
and equipment or investments in other companies) 
disposed of, (4) costs incurred in unsuccessful efforts, 
and (5) declines in market prices of inventories held for 
sale. Expenses do not include repayments of borrow­
ing, expenditures to acquire assets, distributions to 
owners (including acquisition of treasury stock), or ad­
justments of expenses of prior periods.
Paragraphs 19 and 26 of APB Opinion No. 30 comment on 

the presentation and disclosure of expenses.

19. Judgment is required to segregate in the income 
statement the effects of events or transactions that are 
extraordinary items (as required by paragraph 11). The 
Board concludes that an event or transaction should be 
presumed to be an ordinary and usual activity of the 
reporting entity, the effects of which should be included 
in income from operations, unless the evidence clearly 
supports its classification as an extraordinary item as 
defined in this Opinion.

Single Amount
1977 1976 1975 1974

Cost of s a le s ........................ 217 220 243 207
Cost of goods s o ld ............. 181 180 179 216
Cost of products so ld ........ 127 122 124 120
Elements of cost................... 19 13 14 15
Other captions...................... 37 43 27 24

581 578 587 582
More Than One Amount...... 19 22 13 18
Total Companies.................... 600 600 600 600

26. A material event or transaction that is unusual in 
nature or occurs infrequently but not both, and there­
fore does not meet both criteria for classification as an 
extraordinary item, should be reported as a separate 
component of income from continuing operations. The 
nature and financial effects of each event or transac­
tion should be disclosed on the face of the income 
statement or, alternatively, in notes to the financial 
statements. Gains or losses of a similar nature that are 
not individually material should be aggregated. Such 
items should not be reported on the face of the income 
statement net of income taxes or in any manner incon­
sistent with the provisions of paragraphs 8 and 11 of 
this Opinion or in any other manner that may imply that 
they are extraordinary items. Similarly, the earnings 
per share effects of those items should not be dis­
closed on the face of the income statement.

Table 3-5 reveals that most of the survey companies show 
a single caption and amount for cost of goods sold. Tables 
3-6 and 3-7 summarize the nature of expenses, other than 
cost of goods sold, and losses most frequently disclosed by 
the survey companies. Excluded from Tables 3-6 and 3-7 are 
rent (Table 2-27), employee benefits (Tables 3-8 and 3-9), 
depreciation (Table 3-10), income taxes (Table 3-11), ex­
penses or losses shown after the caption for income taxes 
(Table 3-16), and extraordinary losses (Table 3-17). Exam­
ples of expenses and losses summarized in Tables 3-6 and 
3-7, other than foreign translation losses, follow. See Transla­
tion of Foreign Currency Accounts for examples of translation 
losses.

Cost of Goods Sold

B A U S C H  &  L O M B  I N C O R P O R A T E D  ( D E C )

1977 1976
Costs and Expenses:
Cost of products sold........................ $180,571,000 $177,370,000
Depreciation of properties.............. 8 ,145,000 7,429,000
Research and development............. 11,635,000 10,730,000
Selling, administrative and general 120,610,000 107,488,000
Interest .............................................. 7,591,000 6,660,000
Federal, foreign and other taxes on

income........................................... 24,310,000 18,608,000
$352,862,000 $328,285,000
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CENTRONICS DATA COMPUTER CORP. (JUN)

Cost and expenses:
1977 1976

Cost of soles................................ $29,652,375 $29,109,713
Selling ......................................... 3,921,028 3,548,564
General and administrative......
Research and product develop­

ment ........................................

4,088,541

3,461,409

2,461,353

2,849,530
Depreciation on leased equip­

ment ....................................... 63,687 41,578
Interest .......................................
Write-off of accounts receivable 

due from former European

218,254 538,960

distributors............................ — 1,798,320
$41,585,294 $40,348,018

COPPERWELD CORPORATION (DEC)

1977 1976

Cost and Expenses:
($000)

Cost of products sold................. $286,957 $238,067
Selling and administrative.......... 28,040 21,926
Depreciation ................................
Interest expense:

6,429 4,875

Long-term debt...................... 4,334 1,325
O ther...................................... 200 483

Total ................................ $325,960 $266,676

CUMMINS ENGINE COMPANY, INC. (DEC)

1977 1976
($000)

Net sales............................................ $1,263,814 $1,030,532
Cost of goods sold............................ 853,316 698,235

Gross profit on sales........... $ 410,498 $ 332,297

THE GREAT ATLANTIC & PACIFIC TEA COMPANY, 
INC. (FEB)

1977 1976
($000)

Sales ................................................... $7,235,854 $6,537,897
Cost of merchandise sold................ 5,770,698 5,260,844
Gross margin...................................... $1,465,156 $1,277,053

HUDSON PULP & PAPER CORP. (DEC)

Costs and expenses:
1977 1976

Cost of goods sold......................
Selling, distributing, general and

$149,056,407 $127,229,236

administrative........................ 28,256,484 23,850,045
Interest ....................................... 6,523,952 1,637,729
Other deductions.........................
Federal income taxes/(credit):

349,552 1,471,957

Current ................................. (5,400,000) (3,680,000)
Deferred ................................ 2,400,000 580,000

$181,186,395 $151,088,967

NOTES TO FINANCIAL STATEMENTS
Other Comments (in part)
(1) As part of the Company’s pulp making process, a spent 

cooking liquid called “black liquor’’ is generated. This liquor 
has both fuel and chemical values which can be recovered by 
burning in a recovery boiler. In recent years, the Company 
produced, in increasing quantities, more black liquor than it 
had been able to recover and accordingly re-enter into the 
process because of the Company’s old, inefficient recovery 
boilers.

As at December 31, 1976, the Company carried as an 
asset only the value of that quantity of black liquor (which 
approximated 34% of the total black liquor on hand at such 
date) which management estimated would be recovered and 
reentered into the process during the ensuing year. The 
major component of the Company’s Air Quality Improvement 
and Expansion Program (which was operational near the end 
of December 1976) was a new recovery boiler, having grea­
ter chemical recovery capacity. Based upon actual results 
experienced during 1977, it became apparent that the new 
recovery boiler would enable the Company to recover during 
1977 all of the black liquor currently being produced as well 
as virtually all the black liquor on hand. As a result of the 
foregoing, during 1977, cost of goods sold was decreased by 
approximately $1,580,000 as a result of using black liquor in 
production.

MEDUSA CORPORATION (DEC)

1977
Costs and expenses:

Cost of products sold.................. $198,104,000
Selling and administrative.......... 16,662,000
Interest ........................................ 3,859,000
Other expenses .........................  1,596,000
Loss on sale of assets of a sub­

sidiary ....................................  0
$220,221,000

1976

$165,802,000
14,865,000
3 ,606,000
2 ,237,000

1,677,000 
$188,187,000

MELVILLE CORPORATION (DEC)

1977 1976
Net sales............................................ $1,473,586,522 $1,228,175,603
Cost of goods sold, buying and

warehousing costs......................  867,167,420 723,220,884
$ 606 ,419 ,102$  504,954,719

MONSANTO COMPANY (DEC)

Net Sales............................................
Cost of Goods Sold...........................
Marketing and Administrative Ex­

penses ...........................................
Technological Expenses...................

Operating Income..............................

1977
$4,594.5

3 ,409.7

399.6
175.5

3 ,984.8  
$ 609.7

1976
$4,270.2

3,096.8

350.7  
154.9 

3,602.4  
$ 667.8
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N O R T H R O P  C O R P O R A T I O N  ( D E C )

1977 1976
Net sales................................ $1,601,374,000 $1,265,009,000
Cost of soles, including ad­

ministrative and general
expenses.........................  1,485,210,000 1,173,569,000

Operating margin.................  $ 116,164,000 $ 91,440,000

R E E V E S  B R O T H E R S ,  I N C .  ( J U N )

1977 1976
Net sales............................................ $272,433,697 $238,579,901
Cost of sales...................................... 227,544,011 197,419,883
Gross profit on sales........................ $ 44,889,686 $ 41,160,018

R E P U B L I C  S T E E L  C O R P O R A T I O N  ( D E C )

1977 1976
($000)

Costs and expenses:
Manufacturing cost of products

sold......................................... $2,482,060 $2,155,013
Pension expense.........................
Administrative and selling ex­

penses ....................................

86,064

95,505

83,784

89,069
Depreciation and depletion........ 94,417 87,982
Interest and other debt expense 33,798 27,652
Sundry other deductions.............
Taxes:

2,113 1,192

Income taxes (credit)........... $ 500 $ (24,800)
Other taxes........................... 96,215 84,840
Total taxes............................ $ 96,715 $ 60,040

$2,890,672 $2,504,732

S T E R N D E N T  C O R P O R A T I O N  ( D E C )

1977 1976
Costs and Expenses

Costs of goods sold (Note 3 ) . . .  
Selling, general and administra­

tive...........................................

$132,627,633

21,251,722

$110,993,449

18,651,114
Interest ....................................... 3,989,376 1,677,042
Minority interest......................... 357,004 —

$158,225,735 $131,321,605

Note 3: Inventories— F o r d o m estic  inven to ries  o f gold and  
s ilver s ta ted  on th e  last-in , firs t-out (L IF O ) basis, th e  curren t 
re p la c e m e n t cost e x c e e d s  L IF O  v a lu e  by $ 1 3 ,9 0 0 ,0 0 0  and  
$ 1 3 ,1 0 0 ,0 0 0  at D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , resp ective ly .

A  sub stan tia l portion of th e  C o m p a n y ’s gold  a n d  s ilver in­
v en to ries  o w n ed  a t y e a r-e n d s  1 9 7 6  a n d  1 9 7 5  w e re  sold  e a rly  
in 1 9 7 7  and  1 9 7 6  and  rep u rch ased  a t vario us  tim e s  during  
th e  re sp ective  y e a rs . In 1 9 7 7 , th e  re p u rc h a s e  price  w a s  a p ­
p ro x im ate ly  $ 1 ,8 9 0 ,0 0 0  h ig h er than  th e  selling p rice . T h e s e  
e x c es s  costs w e re  o ffset by a  reduction  of inventory  q u a n ­
tities, w hich  resu lted  in a  liqu idation  o f L IF O  inven to ry  q u a n ­
tities c a rried  at lo w er costs p reva ilin g  in prior y e a rs  as  c o m ­
p ared  w ith  curren t costs. A s a  result o f th e s e  offsetting  tra n s ­
actions, th e re  w a s  no im p act on  cost o f g oo d s  sold  in 1 9 7 7 . In 
1 9 7 6 , cost o f g oo ds  sold  had  b e e n  red u ced  by ap p ro x im a te ly

$ 3 0 0 ,0 0 0  re p resen tin g  th e  profit d e riv ed  on rep u rch as in g  
such inven to ries  a t prices lo w e r th an  th e  prior selling  prices.

Expenses Incurred to Produce Revenue

T H E  C O N T I N E N T A L  G R O U P ,  I N C .  ( D E C )

1977 1976

Costs and Expenses
Cost of goods sold and operating

($ millions)

expenses .................................... $3,198.5 $2,982.2
Selling and administrative .............. 214.8 191.8
Research and development ........... 37.7 40.3
Foreign exchange loss ..................... 13.4 11.4
Interest .............................................. 36.1 34.7

$3,500.5 $3,260.4

H E R S H E Y  F O O D S  C O R P O R A T I O N  ( D E C )

19761977
Costs and Expenses:

Cost of goods sold ..................... $453,960,322 $383,663,981
Selling, administrative and gen­

eral .......................................  109,585,083 93,503,079
Shipping ......................................  28,816,271 27,649,942
Depreciation ................................ 7,994,778 7,538,977
Interest expense (income)— net (509,263) 356,397

Total costs and expenses .. $599,847,191 $512,712,376

TABLE 3-6: EXPENSES INCURRED TO 
PRODUCE REVENUE

Selling, general and adminis­
trative ..............................

Number of Companies 
1977 1976 1975

323 316 332

1974

329
Selling and administrative or

general............................
General and/or administra­

tive....................................

181

71

172

82

178

54

183

55
Selling ................................... 29 30 30 31
Interest .................................
Research, development, en­

gineering, etc..................

557

135

543

133

535

123

539

115
Advertising ........................... 34 35 34 33
Maintenance and repairs.... 
Exploration, dry holes,

34 24 12 10

abandonments: .............. 22 2 0 25 2 0
Bad debts................................ 8 12 9 9
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TABLE 3-7: OTHER EXPENSES JOY MANUFACTURING COMPANY (SEP)

Number of Companies 1977 1976
1977 1976 1975 1974 ($000)

Taxes other than income Costs and Expenses (Note 14)
taxes ................................ 70 60 52 53 Cost of sales .............................. $476,296 $441,148

Translation losses................. 56 59 24 15 Product engineering (Note 13) . 18,206 15,388
Minority interest...................
Losses on dispositions of as­

sets .................................

37

30

44

23

51

N/C

51

26

Selling, general and administra­
tive .........................................

Interest .......................................
86,869

7,444
75,321

7,369
Write-down of assets ........ 19 17 N/C N/C Translation and exchange
Equity in losses of investees 15 15 18 15 (gains) losses— net ............. (549) 3,310

Other costs and expenses........ 4,082 1,304
N/C —  Not Compiled. Total Costs and Expenses .............. $592,348 $543,840

HONEYWELL INC. (DEC)

1977 1976
($000)

Costs and Expenses
Cost of revenue ............................... $1,869,639 $1,637,398
Research and development ........... 152,331 125,552
Selling, general and administrative 636,393 560,796
Interest-net (includes interest 

charges: 1977, $ 38 ,7 77 ;
1976, $37,593) ........................ 23,968 24,939
Total ............................................ $2,682,331 $2,348,685

Note 13: Product Engineering— Research and develop­
ment costs, as defined by Statement of Financial Accounting 
Standards No. 2, “Accounting for Research and Develop­
ment Costs,” amounted to $7,392,000 in fiscal 1977 and 
$10,052,000 in fiscal 1976. However, the product engineer­
ing activity at JOY requires substantial additional expendi­
tures not defined as research and development to maintain 
product quality and meet existing and future customer needs. 
Total engineering expenditures including research and de­
velopment but excluding specific customer required modifica­
tion engineering were $18,206,000 in fiscal 1977 and 
$15,388,000 in fiscal 1976.

Note 14: Supplementary Income Statement
Information—The following amounts were charged to costs 
and expenses;

NOTES TO FINANCIAL STATEMENTS
(Dollars in Thousands)

Note 4: Interest-Net
Interest-net consists of the following:

1977 1976

1977 1976
(In Thousands of Dollars)

Maintenance and repairs ................ $13,385 $11,683
Depreciation and amortization of

property, plant and equipment 12,314 11,187
Payroll taxes .................................... 11,996 9,547

Interest charges ................................ $38,777 $37,593 Rent .................................................... 8.810 7,751
Fees paid to nonconsolidated fi­

nance subsidiaries .................... 29,413 28,052 ELI LILLY AND COMPANY (DEC)

1977

Income before income taxes of non­
consolidated finance sub­
sidiaries ...................................... (15,423) (14,280) 1976

Interest income ................................ (28,799) (26,426) Costs and Expenses
Total .................................................. $23,968 $24,939 Manufacturing costs of products

sold ..............................................$ 571,737,000$ 525,432,000
Research and development ........... 124,608,000 113,988,000

INTERLAKE, INC. (DEC) Marketing ......................................... 257,096,000 227,035,000
Shipping ............................................ 39,605,000 35,548,000
General administrative ................... 135,766,000 119,334,000

1977 1976 Foreign exchange losses (gains) ... 10,129,000 (644,000)
($000) Interest .............................................. 17,046,000 20,058,000

Costs and Expenses: Other deductions .............................. 11,155,000 11,009,000
Cost of products sold ................ $604,064 $526,358 $1 ,167,142,000 $1 ,051 ,760,000
Depreciation, depletion and

amortization ......................... 21,058 20,960
Selling and administrative ex­

penses ................................... 82,466 77,907
State, local and miscellaneous

taxes ...................................... 22,594 20,928
Interest expense ........................ 8,592 8,932

$738,774 $655,085
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1977 1976
Costs and Expenses

Cost of soles and operating ex­
penses ................................... $736,147,000 $645,086,000

Administrative and general ex­
penses ................................... 41,081,000 35,023,000

Rent .............................................. 38,075,000 34,146,000
Depreciation and amortization of

property and equipment .. ..  43,545,000 36,119,000
Taxes— payroll, real estate and

other ...................................... 42,736,000 35,929,000
Interest cost ................................ 27,946,000 31,187,000
Less interest capitalized ...........  (1,938,000) (10,432,000)
Advertising and sales promotion

expenses ..............................  25,547,000 20,816,000
Pre-opening and development

expenses ..............................  4,694,000 6,183,000
Profit sharing retirement contri­

butions ................................... 5 ,291,000 4,582,000
$963,124,000 $838,639,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
Capitalized Interest— Interest cost is capitalized as part of 

construction costs or carrying costs of land to properly reflect 
the total costs of property. Interest is capitalized by applying 
the effective interest rate on the related borrowings to costs 
incurred. If all interest had been expensed when incurred, net 
income as reported would have been increased by $213,000 
($.01 per share) in 1977 and reduced by $4,375,000 ($.12 
per share) in 1976.

MARSHALL FIELD & COMPANY (JAN)

1978 1977
Cost of goods sold and expenses,

exclusive of items listed below $556,540,406 $513,677,584
Advertising .......................................  23,261,700 21,340,219
Taxes other than income taxes ... 21,142,126 20,079,134
Depreciation (note 1c) ..................... 10,473,817 9,877,396
Maintenance and repairs (note 1c) 8,041,163 7,520,337
Rentals paid ......................................  5,859,320 5,812,079
Interest expense, net ....................  2,831,399 2,196,339

Total costs ................................... $628,149,931 $580,503,088

MARRIOTT CORPORATION (JUL) PEPSICO , INC. (DEC)

1977 1976
($000)

Costs and Expenses
Cost of sales .................................... $1,502,163 $1,327,454
Cost of other operating revenues . 
Marketing, administrative and other

344,273 284,050

expenses .................................... 1,343,203 1,119,341
Interest expense .............................. 42,091 41,439
Interest income ................................ (23,222) (23,865)

$3,208,508 $2,748,419

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of significant accounting 
policies:

Marketing Costs—Costs of advertising and other market­
ing and promotional programs are charged to expense during 
the year, generally in relation to sales, and, except for mate­
rials in inventory and prepayments, are fully expensed by the 
end of the year in which the cost is incurred.

PHILIP MORRIS INCORPORATED (DEC)

1977
Operating income of operating com­

panies ........................................... $782,732,000
Corporate expense .........................  38,523,000
Interest expense (excluding interest 

capitalized of $7,163,000 in 
1977 and $6,424,000 in 1976) 101,584,000

Currency translation and hedging
costs, n e t ....................................  11,633,000

Other deductions, net ..................... 5,476,000
Earnings before income taxes . $625,516,000

1976

$634,539,000
35,229,000

102,834,000

15,520,000
9,028,000

$471,928,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Capitalized Interest—The effect of the policy to capitalize 
interest relating to major facilities was an increase in pre-tax 
income of $513,000 in 1977 and $643,000 in 1976; the effect 
relating to real estate operations was an increase in pre-tax 
income of $2,037,000 in 1977 and $1,959,000 in 1976. The 
combined effect on net income was an increase of 
$1,228,000 in 1977 and $1,257,000 in 1976.

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

c. Property and Depreciation— Depreciation is computed 
on a straight-line basis over the estimated useful lives of the 
property and equipment for financial reporting purposes. Ac­
celerated depreciation is used for income tax purposes. 
Maintainence, repairs and minor renewals are charged to 
expense as incurred. Significant replacements, betterments 
and major renewals are capitalized. The cost and accumu­
lated depreciation of fully depreciated equipment are re­
moved from the accounts. Gain or loss is recognized upon 
sale or other disposition of real estate or major units of 
equipment.

RAYTHEON COMPANY (DEC)

1977 1976

Cost of sales .................................... $2,342,042
($000)

$2,058,830
Administrative and selling expenses 250,987 218,982
Research and development ex­

penses (note A) ......................... 51,680 46,877
Interest expense .............................. 14,481 11,236
Interest income ................................ (41,495) (22,189)
Other income— net ......................... (1,210) (3,161)
Total costs and expenses .............. $2,616,485 $2,310,575
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Note A (in part): Accounting Policies 
Research and Development Expenses— Research and 

development expenditures for company-sponsored projects 
are expensed as incurred.

FAIRCHILD INDUSTRIES, INC. (DEC)

UNION OIL COMPANY OF CALIFORNIA (DEC)

1977 1976

1977 1976
Cost and Expenses:
Cost of sales...................................... $340,285,596 $223,414,955
Depreciation and amortization........
General, administrative, marketing

6,848,614 6,222,517

and development......................... 33,379,964 27,099,611
Interest ............................................... 3,452,760 3,105,333
Other costs and expenses................
Minority interest in earnings of

128,161 183,818

Swearingen Aviation Corpora­
tion................................................. 179,580 _

$384,274,675 $260,026,234

Costs and other deductions 
Cost of products sold and operating

expense (Note 15) .....................$4,152,001,000 $3,962,713,000
Selling, administrative and general

expense ...................................... 268,333,000 262,832,000
Depletion and depreciation ............. 308,155,000 279,238,000
Amortization of nonproductive acre­

age costs ....................................  51,100,000 100,300,000
Provision for dry hole losses ........  96,600,000 104,700,000
Interest expense ..............................  78,111,000 67,940,000
Excise, property and other operat­

ing taxes (Note 1 4 ) .................  536,827,000 522,648,000 BELDING HEMINWAY COMPANY, INC. (DEC)
Earnings applicable to minority in­

terests .........................................  2 ,109,000 3,689,000
Total costs and other deductions $5,493,236,000 $5,304,060,000

Estimated Losses On Disposal Of Assets

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Accounting Policies (in part)
Amortization o f Nonproductive Acreage Costs— 

Acquisition costs of exploratory acreage are capitalized. Full 
amortization of the nonproductive portion of such costs is 
provided over the shorter of the exploratory period or the 
lease holding period. Costs of successful leases are trans­
ferred to productive properties and depleted. Geophysical 
costs are capitalized and the portion applicable to acreage 
acquired is amortized in the same manner as the acquisition 
cost. The portion not related to acreage acquired is fully 
amortized currently. Leasehold rentals are charged to in­
come as incurred.

Provision for Dry Hole Losses—The costs of drilling and 
equipping exploratory and development wells are capitalized. 
Dry holes are fully provided for currently.

Minority interest

CURTISS-WRIGHT CORPORATION (DEC)

Costs and expenses:
1977 1976

Product and engineering................. $235,819,000 $267,270,000
Selling and service........................... 22,921,000 21,755,000
Administrative and general............. 21,028,000 2 2 ,221,000
Research and development............. 6,144,000 4,630,000
Interest...............................................
Minority interest in net earnings of 

subsidiaries...................................

885,000

2,813,000

712,000

3,573,000
Equity in net (earnings) loss of af­

filiates ........................................... 379,000
$289,989,000

(119,000)
$320,042,000

1977 1976
Net sales............................................  $108,037,000 $106,314,000
Cost of sales...................................... 75,374,000 72,163,000
Gross profit on sales........................ 32,663,000 34,151,000
Selling, general and administrative

expenses...................................... 23,616,000 24,766,000
9 ,047,000 9,385,000

Depreciation and amortization........  2 ,084,000 2,018,000
6,963,000 7,367,000

Provision for loss on discontinuance
of a product line (Note D).......... 1,058,000

5,905,000 7,367,000
Other deductions— net (including in­

terest expense of $1,626,000
and $1,697 ,000 )........................ 1,473,000 1,739,000

Income before Federal income taxes $ 4,432,000 $ 5,628,000

Note D— In the fourth quarter of 1977, the Company pro­
vided $1,058,000, before a tax benefit of $508,000 ($.16 per 
share, net) for losses incurred and estimated to be incurred 
on the discontinuance of its Texturized Yarn product line. 
This provision includes a loss on disposal of fixed assets and 
inventory of $913,000 and estimated operating losses during 
the phaseout period of $145,000. Net sales and results of 
operations, exclusive of the provision for losses mentioned 
above, of the Texturized Yarn product line that are included in 
the consolidated statements of income are as follows:

Net sales...................
Loss from operations

1977 
$3,780,000  
$ 343,000

1976 
$7,189,000  
$ 370,000
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O H I O  F E R R O - A L L O Y S  C O R P O R A T I O N  ( D E C )

Costs and Expenses
Cost of products sold (exclusive  

of depreciation shown sepa­
ra te ly  b e lo w )...............................

1 9 7 7
($ 0 0 0 )

$ 9 3 ,1 3 8

1 9 7 6  

$  9 6 ,3 4 1
Selling, adm inistrative and gen­

era l expenses ........................... 2 ,8 9 2 2 ,7 5 1
Provisions fo r depreciation and

am o rtiza tio n .................................
Provision fo r loss on plant clos­

ing ....................................................

5 ,9 6 8

7 ,1 4 1

5 ,0 0 4

0
Interest charges................................. 1 ,1 7 5 1 ,1 9 7
O ther deductions............................... 5 8 8 9

Total Costs and E x p e n s e s ... $ 1 1 0 ,3 7 2 $ 1 0 5 ,3 8 2

NOTES TO FINANCIAL STATEMENTS
Plant Closing—On November 28, 1977, the Corporation 

announced the closing of its Brilliant, Ohio plant. The deci­
sion to close this facility reflects its losses of viability caused 
by the combination of an aging plant, increasing competition 
from foreign imports and escalating coal and power costs.

The Brilliant plant assets have been valued at estimated 
net realizable value and all costs expected to be incurred in 
future periods by this facility were recognized at the date the 
decision was made for the closing.

Closing this plant results in a charge of $7,141,000 (before 
reduction for income tax benefits of approximately 
$3,181,000). This charge includes the net book value of as­
sets to be disposed of, plus provision for demolition costs, 
employee termination costs and other related costs, less es­
timated salvage value.

In the opinion of the Corporation’s independent accoun­
tants, this plant closing in 1977 did not constitute a segment 
of the Corporation’s business and, accordingly, under the 
provisions of Accounting Principles Board Opinion No. 30 the 
provisions for losses and related operating losses of these 
operations have been included in the determination of in­
come or loss from continuing operations.

S C O T T  P A P E R  C O M P A N Y  ( D E C )

Cost and expenses

1 9 7 7 1 9 7 6
($ 0 0 0 )

Product costs....................................... $ 1 ,0 6 7 ,0 1 1 $  9 4 0 ,3 2 3
M a rke tin g  and d is tribu tion ..........
R es earc h , a d m in is tra tio n  and

2 7 4 ,9 3 6 2 3 3 ,0 0 4

g e n e r a l........................................... 6 5 ,8 0 4 6 1 ,3 8 8
In te re s t .................................................. 3 1 ,2 6 4 2 9 ,6 4 2
Provision fo r m ill closings ........ 1 4 ,1 1 5

$ 1 ,4 5 3 ,1 3 0 $ 1 ,2 6 4 ,3 5 7

The Company decided to close the two pulp mills because 
they would not yield a satisfactory return considering the cap­
ital investments required to bring them into compliance with 
the applicable environmental standards. The amount of the 
pulp mill write-offs includes the net book value of plant assets 
of $8,693,000 (net of estimated salvage value) and personnel 
termination and other costs of $2,561,000.

The investment in the Lake Woods sawmill was written off 
after it had performed below expectations for several years. 
The $2,861,000 write-off includes the Company’s net invest­
ment and debt it has guaranteed.

Excise Taxes

G E T T Y  O I L  C O M P A N Y  ( D E C )

1 9 7 7 1 9 7 6

Costs and Expenses
Product and m ateria l costs, in­

cluding operating e x p e n s e s . 
Selling, general and adm inistra­

tiv e  expenses .............................
Explo ratory costs, including dry  

holes, lease rentals and un­
developed lease a m o rtiza ­
tion ...................................................

Depreciation and dep letio n ..........
In terest e x p e n s e ...............................
E x c is e , p ro p e r ty  and o th e r  

operating tax es— Note 3 . . .

($000)

$ 1 ,8 2 6 ,4 1 9  $ 1 ,7 7 7 ,4 1 7

1 5 5 ,4 1 8

2 2 6 ,8 1 7

1 8 8 ,5 8 8
9 ,6 6 8

2 4 3 ,9 2 7
$ 2 ,6 5 0 ,8 3 7

1 4 9 ,7 7 7

1 6 6 ,9 1 7

1 5 2 ,9 2 0
3 ,1 6 6

2 3 9 ,8 0 3
$ 2 ,4 9 0 ,0 0 0

Note 3: Excise, Property and Other Operating Taxes— 
Excise, property and other operating taxes for 1977 and 1976 
consisted of the following:

1 9 7 7
(In thousands)

1 9 7 6

E xcise...........................................
P ro p e rty .....................................
Severance and production. 
Payroll and o th e r ..................

$ 1 5 8 ,3 6 2
3 4 ,3 0 4
3 6 ,6 6 5
1 4 ,5 9 6

$ 2 4 3 ,9 2 7

$ 1 5 9 ,2 1 3
2 8 ,5 2 2
3 6 ,7 7 7
1 5 ,2 9 1

$ 2 3 9 ,8 0 3

Excise taxes collected have been included in sales and 
operating revenue in the consolidated statement of income.

THE FINANCIAL REVIEW
Provision for Mill Closings—The Company has made deci­

sions to close two small pulp mills in Oconto Falls, Wisconsin, 
and Anacortes, Washington, and to write off its investment in 
a 50%-owned supplier affiliate, Lake Woods Forest Products, 
Inc. in Grayling, Michigan. These decisions resulted in a pro­
vision for mill closings in the amount of $14,115,000 in the 
fourth quarter of 1977.
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Adjustment of Asset Values

AMAX INC. (DEC)

1977 1976
($000)

Earnings from operations................. $169,300 $159,240
Gain on sale of Canadian potash as­

sets (Note 2 ) ................................
Provision for loss on African in­

vestments (Note 3 ) .....................

61,960

(125,000)

—

Equity in earnings of Alumax Inc.
(after Alumax taxes on income 
of $17,770 and $13,910) (Note 
1 0 ) ................................................. 20,140 15,030

Interest expense, net (Note 6 ) ...... (60,730) (20,890)
Other income, n e t............................. 6 ,1 2 0 3,180
Earnings before income taxes........ $ 71,790 $156,560

NOTES TO FINANCIAL STATEMENTS 
(Dollars in thousands, except per share amounts)
Note 3: Provision for Loss on African Investments— 

Declining nickel and copper prices have adversely affected 
the current and projected earnings and cash requirements of 
Botswana RST Limited (BRST) and Roan Consolidated 
Mines Limited (RCM). As a result, the Board of Directors 
concluded that there have been permanent impairments in 
the carrying amounts of the Company’s investments in these 
companies of $94,400 and $30,600, respectively. Accord­
ingly, the Statement of Earnings includes a charge of 
$81,000 ($2.50 per share), after anticipated Federal income 
tax benefits of $44,000, to reduce these carrying amounts.

PPG INDUSTRIES, INC. (DEC)

1977 1976
(Millions)

Net sales............................................ $2,505.8 $2,254.8
Cost of sales...................................... 1,653.9 1,440.1

Gross margin......................... 851.9 814.7
Other expenses:

Selling, general and administra­
tive........................................... 312.5 300.2

Depreciation.................................
Taxes— exclusive of income

98.6 92.8

taxes....................................... 6 8 .1 6 6 .6
Research and development...... 60.6 56.3
Interest......................................... 45.9 46.8
Share of net losses of equity af­

filiates .................................... 12 .1 2 .1
Other charges.............................. 9.7 8 .0

Total other expenses........... 607.5 572.8
Other earnings................................... 30.8 35.5
Write-down of Puerto Rico assets.. 
Earnings before income taxes and

74.4 —

minority interest......................... $ 200.8 $ 277.4

NOTES TO FINANCIAL STATEMENTS
Note 12: Other matters— Information related to write-down 

of certain assets in Puerto Rico is included in the Operations 
by Business Segment portion of the Financial & Operating 
Review section on page 8 of this report. Reference also is

made to this section for additional information related to 
Business Segment Information for the year 1977, Translation 
of Foreign Currencies, Pensions, Capital Expenditures as to 
amounts required to complete capital projects approved prior 
to December 31, 1977, and Replacement Cost Information 
(unaudited).

FINANCIAL & OPERATING REVIEW (PAGE 8)
Chemicals operating earnings, including the write-down of 

the Puerto Rico assets, declined by 59 per cent. The write­
down followed a comprehensive review by management of 
the Puerto Rico operations. As a result of this review, it was 
determined that certain Puerto Rico assets had been im­
paired because of adverse economic factors. The major fac­
tor was the effect of the oil embargo in eliminating the 
feedstock and electrical power cost advantages that the 
Puerto Rico location was expected to provide. This factor, 
combined with plant and other operating problems, created 
an economic disadvantage. To reflect the impairment in the 
economic value of its assets, PPG has taken additional de­
preciation and amortization of $54.3 million in 1977 on certain 
assets of the wholly owned complex and has reduced its 
investment in the jointly owned olefins operation by $20.1 
million. After the writedown, the remaining net book value of 
the fixed assets of PPG’s wholly owned complex and its 
share of the joint venture is $41 million.

Cost of Proxy Contest

ELECTRIC HOSE & RUBBER COMPANY (AUG)

1977 1976
Net sales............................................  $58,987,600 $55,253,200
Other revenues.................................  107,300 157,500

59,094,900 55,410,700
Costs and expenses:

Cost of goods sold ..................... 47,899,100 45,619,600
Selling, general and administra­

tive expenses........................ 6,688,200 6,465,300
Depreciation.................................  901,600 1,381,200
Interest expense (including in 

1977 imputed interest
$ 9 0 8 ,9 0 0 )............................  1,701,700 863,200

57,190,600 54,329,300
1,904,300 1,081,400

Proxy contest costs— Note 12 ......  235,000 —
Provision for Wilmington plant

abandonment................................ —  (19,024,000)
Income (loss) before taxes and ex­

traordinary item .........................  1,669,300 (17,942,600)
Charge in lieu of (recovery of) in­

come taxes................................... 848,000 (3,041,000)
Income (loss) before extraordinary

item...............................................  $ 821,300 $(14,901,600)

Note 12: Related Party Transactions—The election of di­
rectors and solicitation of proxies at the January 13, 1977 
annual meeting of the Company’s shareholders was con­
tested by a group of shareholders referred to as the Electric 
Hose & Rubber Company Stockholders Committee (the 
Committee). In order to terminate the resultant controversy, 
the Board of Directors, on January 26, 1977, approved a plan
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consisting  of th re e  in te rd e p e n d e n t tran sac tio n s . U n d e r th e  
first tran sac tio n  th e  C o m p a n y  a n d  th e  C o m m itte e , c o n s id er­
ing it to  b e  in th e ir b est m u tua l in teres t, e n te re d  into an  
a g re e m e n t to  re le a s e  e a c h  o th e r fro m  all c la im s , c o u n ­
te rc la im s  and  p o ten tia l litigation. In con s id eratio n  fo r this  
m u tua l re le a s e , th e  C o m p a n y  p aid  $ 1 5 0 ,0 0 0  to th e  C o m m it­
te e . T h e  C o m m itte e  re p re s e n te d  in th e  a g re e m e n t th a t it in­
curred  proxy so lic itation  costs  in e x c e s s  o f $ 1 5 0 ,0 0 0 . T h e  
a m o u n t o f this p a y m e n t a n d  d irec t p ro xy so lic itation  costs  
incurred  by th e  C o m p a n y  am o u n tin g  to  $ 8 5 ,0 0 0  h a v e  b een  
c h a rg e d  as  P roxy C o n te s t C o sts  a n d  inc luded  in th e  a c c o m ­
p an y in g  S ta te m e n t o f O p e ra tio n s .

In fulfillm ent o f th e  seco n d  a n d  third tra n sac tio n s  o f th e  
a fo re m e n tio n e d  p lan , D a y c o  C o rp o ratio n  p u rch a s ed  from  
m e m b e rs  o f th e  C o m m itte e  sub stan tia lly  all th e ir hold ings o f 
th e  C o m p a n y ’s co m m o n  s tock and  a lso  p u rch ased  from  th e  
C o m p a n y  2 0 0 ,0 0 0  s h a re s  o f S e r ie s  A  P re fe rre d  S to ck— s e e  
N o te  8.

D uring  1 9 7 7  th e  C o m p a n y  m a d e  tra d e  s a les  to D a y c o  and  
p u rch ased  raw  m a te ria ls  from  a  d ivision of D a y c o  am o un tin g  
to  $ 6 0 2 ,0 0 0  and  $ 1 ,8 1 0 ,0 0 0 , resp ective ly . In th e  opin ion  of 
m a n a g e m e n t such  tran sac tio n s  w e re  c o n s u m m a te d  on te rm s  
no m o re  o r less fav o ra b le  th an  th o s e  th a t w ou ld  h a v e  b een  
o b ta in e d  h ad  th e  a fo re m e n tio n e d  re la tion sh ip  not ex isted .

Relocation Costs

1977 1976
Costs and Expenses

Cost of products sold. $119,137,000 $ 60,666,000
Cost of service income and

equipment rental.. 12,770,000 12,582,000
Selling, general and administra­

tive.......................... 64,412,000 51,027,000
Provision for relocation costs... 3 ,500,000 —
Interest ........................................ 2 ,720,000 937,000

$202,539,000 $125,212,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Relocation— In 1 9 7 7 , th e  c o m p a n y  a n n o u n c e d  th a t p ro ­
duction o f its d esk to p  c a s se tte  T h o u g h t M a s te r d ictating  
m a c h in e  products  w ou ld  b e  tran s fe rred  fro m  its B ridgeport, 
C o n n ecticu t p lan t to facilities o f a  su b s id iary  o f P io n e e r E le c ­
tronic C o rp o ra tio n  in J a p a n  a n d  th a t re m a in in g  production  at 
its B ridgeport p lan t w ou ld  b e  tran s fe rred  to a  n e w  facility  
being  built in M e lb o u rn e , F lorida.

A  n on -recu rrin g  c h a rg e  o f $ 3 ,5 0 0 ,0 0 0  ($ 1 ,6 7 4 ,0 0 0 , or $ .41  
p er s h a re  a fte r ta x e s ) w a s  reco rd ed  in th e  third q u a rte r of 
1 9 7 7  to p ro vid e  for an tic ip a ted  costs  as s o c ia te d  w ith  th e s e  
m o ves .

DICTAPHONE CORPORATION (DEC)

AM ER IC AN  BILTR ITE INC. (DEC)

1977 1976
Costs and expenses;

Cost of products sold.................  $158,726,731 $148,981,336
Selling, general and administra­

tive expenses........................ 37,846,903 35,593,098
Provision for plant shutdown 

and product line rearrange­
ment expenses— Note G .... 6,587,000

Interest .......................................  3,940,669 3,360,133
$207,101,303 $187,934,567

Note G: Plant Shutdown and Rearrangement Expenses—  
In th e  fourth  q u a rte r o f 1 9 7 7 , th e  C o m p a n y  d ev e lo p e d  a  plan  
w hich  p ro vid es  for th e  shu tdo w n  of ce rta in  p lan ts , th e  re lo ca ­
tion a n d  re a rra n g e m e n t o f o th e r p ro du ctive  fac ilities  and  th e  
e lim in ation  of va rio u s  product lines. T h e  total e s tim a te d  cost 
a s so c ia ted  w ith  th e s e  ac tio ns  h as  b e e n  pro vid ed  in 1 9 7 7  and  
is s u m m a rize d  as  follow s:

Loss of disposition of inventories and collection of
accounts receivable....................................................  $1,838,000

Liability for unfunded vested pension benefits related
to plant shutdown...................................................... 1,100,000

Reduction in the carrying amount of land, buildings
and equipment to estimated realizable value........  950,000

Other estimated expenses..............................................  2,699,000
$6,587,000

T h e  C o m p a n y  h as  re c e iv e d  ap p ro va l from  th e  P en s ion  
B enefit G u a ra n te e  C o rp o ratio n  to  c o n tin u e  to  fund  th e  p e n ­
sion  liability as  it h as  on  an  h istorical basis . O th e r e s tim a te d  
e x p e n s e s  include provis ions for p erso n n e l s e v e ra n c e  pay, 
e q u ip m e n t d ism antling  and  re location  e x p e n s e s  a n d  th e  c a r­
rying costs  o f id le  fac ilities  w h ich  a re  be in g  o ffe red  fo r sa le .

“Unusual” or “Non-Recurring” Expenses

C E N TR AL SO YA CO M PAN Y, INC. (AUG)

1977 1976
($ 000)

Costs and expenses:
Cost of goods sold......................  $2,054,369 $1,687,433
Selling and administrative.......... 83,245 73,503
Interest .......................................  15,739 10,774
Unusual charges (credit)...........  4,600 (3,000)

$2,157,953 $1,768,710

N o te s  to Consolidated Financial Statements 
Unusual charges (credit)— D uring  la te  1 9 7 4 , th e  C o m p an y  

w a s  n am e d  as  a  d e fe n d a n t in a  s e rie s  o f antitrust actions  
a lon g  w ith  th e  N a tio n a l B ro iler M ark e tin g  A ssoc ia tio n  a n d  a  
n u m b e r o f o th e r p arties  a lle g e d  to  b e  e n g a g e d  in th e  p ro du c­
tion, p ro cess ing  and  m arke tin g  of b ro ile r ch ickens . O n  July  
3 1 , 1 9 7 7 , th e  C o m p a n y  a n d  th e  p la in tiffs  filed  a  s e ttlem en t  
a g re e m e n t, sub jec t to th e  ap p ro va l o f th e  court, in w h ich  th e  
C o m p a n y  h as  a g re e d  to p a y  d a m a g e s  o f $2 .1  m illion. T h is  
a m o u n t to g e th e r w ith  th e  losses from  th e  d isposition  o f th e  
a ssets  o f tw o  sub s id iaries  (s e e  “C h a n g e s  in th e  b u s in e s s ’’) 
h a v e  b ee n  c h a rg e d  to  1 9 7 7  o p era tio n s .

In Ju ly  1 9 7 5 , th e  C o m p a n y  d ec id e d  to  d isp o se  of its F rench  
sub s id iary  and  m a d e  a  provision  for e s tim a te d  loss on  such  
disposition  of $ 7 .5  m illion. A t A u gu st 3 1 , 1 9 7 6 , th e  d isposition  
o f this su b s id iary  w a s  sub stan tia lly  c o m p le te d  a n d  th e  ex c es s  
($ 3  m illion) of th e  a m o u n t p rovided  in 1 9 7 5  o ve r costs  ac tu ­
ally incurred  o r e x p e c ted  to  b e  incurred  w a s  inc luded  in in­
com e.
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A D D R E S S O G R A P H -M U LT IG R A P H  C O R P O R A TIO N  
(JUL)

Revenues:

1977
($000)

1976

Net sales...................................... $462,368 $440,517
Service and machine rental...... 133,882 132,403

Cost and expenses:
Cost of products and services

596,250 572,920

sold.........................................
Selling, general and administra­

tive...........................................

360,731

201,527

347,521

188,450
Research, development and en­

gineering ................................ 17,158 15,844
Interest on indebtedness...........
Interest on obligations under

9,629 9,700

capital leases........................ 1,897 1,623
590,942 563,138

Other income......................................
Unusual expenses and (income):

7,976 6,697

Discontinued products and oper­
ations ...................................... 15,347

Realignment of operations........ 16,308 —

Settlement of claim..................... (8,000) —
23,655 —

Income (loss) before income taxes. (10,371) 16,749
Income taxes......................................
Income (loss) before cumulative ef­

fect of accounting changes........

3,633

$(14,004)

10,140 

$ 6,609

m en ts  o f $ 1 6 ,3 0 8 ,0 0 0  (ap p ro x im a te ly  $ 1 0 ,9 9 2 ,0 0 0  o r $ 1 .3 3  
p e r s h a re  a fte r tax ) inc lude s e v e ra n c e  p a y  a n d  p en s io n  costs  
fo r te rm in a te d  e m p lo y e e s , inven to ry  a n d  e q u ip m e n t re lo ca ­
tion e x p e n s e s  a n d  th e  w rite -o ff o f c e rta in  u n a m o rtize d  e x c es s  
o f cost o v e r n et a ssets  o f b u s in e s s e s  a c q u ired . E stim ated  
g ain s  on  d isp osa ls  o f fac ilities  h a v e  b e e n  ta k e n  into a cco u n t 
in arriv ing  a t th e  1 9 7 7  c h a rg e s  to in co m e.

In 1 9 7 5  th e  C o m p a n y  e s tab lish ed  a  lo n g -te rm  p ro g ram  to  
res tru ctu re  s e v e ra l o p era tio n s  and  pro vid ed  for th e  re la ted  
costs. In p lem en ta tio n  o f this p ro g ram  e x c e p t fo r o n e  s u b ­
s id iary  w a s  co m p le ted  in 1 9 7 7 .

Settlement of Claim— In N o v e m b e r, 1 9 7 6  th e  C o m p a n y  
rece ived  $ 8 ,0 0 0 ,0 0 0  (ap p ro x im a te ly  $ 4 ,5 2 0 ,0 0 0  o r $ .5 5  p er  
s h a re  a fte r tax ) from  X e ro x  C o rp o ratio n  in s e ttle m e n t o f th e  
C o m p a n y ’s c la im s  a g a in s t  X e r o x  b a s e d  o n  a lle g e d  
m onopolis tic  p rac tices . In co n n ectio n  w ith  th e  s e ttle m e n t, 
X e ro x  a lso  a g re e d  to  p ro vid e  th e  C o m p a n y  w ith  c e rta in  te c h ­
n ical in fo rm ation , and  th e  C o m p a n y  a s s ig n ed  to X e ro x  c e r­
ta in  p a te n ts  re la ting  to  facs im ile  tran sm issio n .

S trike  Expense

  K E N N E C O TT  C O P P E R  C O R P O R A TIO N  (D EC )

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Unusual Expenses and Income—Note 3
Discontinued Products and Operations— D u rin g  th e  y e a r  

th e  C o m p a n y  im p le m e n te d  p ro g ram s to  p h a s e  o u t certa in  
u np ro fitab le  products  a n d  to d isp o se  o f th re e  u npro fitab le  
sub s id iaries . T h e  principal products  invo lved  a re  th e  m o d el 
5 0 0 0  con so le  e lectro s tatic  cop ier, th e  m o d el 5 5 0  tab le to p  
e lectro s tatic  cop ier, th e  m o d el 6 0 0 0  p la in  p a p e r cop ier, th e  
m o d el 9 0 0 0  d irect lith og rap hy c o n v e n ie n c e  dup lica tor, th e  
D e lta  d up licating  sy s te m  a n d  th e  A M C A T  e lec tro n ic  te rm in a ls  
and  sys tem s.

T h e  r e la te d  c o s ts  o f $ 1 5 ,3 4 7 ,0 0 0  (a p p r o x im a te ly  
$ 1 1 ,2 1 3 ,0 0 0  o r $ 1 .3 6  p er s h a re  a fte r tax ) h a v e  b e e n  pro ­
v ided  fo r in th e  1 9 7 7  financ ia l s ta te m e n ts . In d e te rm in a tio n  of 
th e s e  costs, provis ions h av e  b ee n  m a d e  to  re d u c e  in ven ­
to ries  ($ 4 ,2 7 3 ,0 0 0 ) ,  ren ta l e q u ip m e n t ($ 2 ,5 4 9 ,0 0 0 ) ,  p roduc­
tion e q u ip m e n t ($ 2 ,2 2 8 ,0 0 0 )  a n d  o th e r a s s e ts  re la ted  to  th e  
products  and  th e  in ves tm en ts  in sub s id ia ries  to e s tim a te d  n et 
re a liza b le  va lu es . E s tim ated  in co m e to  b e  g e n e ra te d  from  
th e s e  products a n d  o p era tio n s  during  th e  p h a s e -o u t period  
h as  b e e n  app lied  as  a  reduction  o f th e  e s tim a te d  costs.

Realignment of Operations— T h e  C o m p a n y  h as  a lso  ini­
tia ted  s e v era l ac tio ns  d es ig n e d  to  rea lig n  o p e ra tio n s  to  m o re  
effec tive ly  u tilize facilities a n d  to  p ro d u ce  o th e r cost e ffic ien ­
c ies. T h e s e  ac tio ns  inc lude th e  re lo catio n  o f v a rio u s  m a n ­
u facturing  and  e n g in e e rin g  o p e ra tio n s  a n d  certa in  a d m in is ­
tra tive  functions in th e  U n ited  S ta te s  a n d  a b ro a d . T h e  es ti­
m ated  costs  a n d  e x p e n s e s  a s so c ia ted  w ith  th e s e  rea lig n ­

1977 1976

Cost of goods sold............................
 

$810,319

($000)
$831,799

Depreciation, depletion and amorti­
zation ............................................  45,207 50,544

Selling and general administrative
expenses ...................................... 42,078 38,076

Shutdown expenses during strikes. 19,936 —

Interest expense................................ 45,793 45,788
Research, exploration and other

expenses ...................................... 22,488 29,821
Reduction of estimated loss on liqui­

dation of Chase Brass & Copper
Co., Waterbury Plant................ — (5,900)

Provision (credit) for income taxes (12,400) (18,200)
Minority interests in net income of

subsidiaries................................... 3,033 4,711
$976,454 $976,629

T e n d e r O ffe r E xpense

PH ILIP  A. H U N T  C H E M IC A L C O R P O R A TIO N  (D EC )

1977 1976
Costs and Expenses

Cost of goods sold...................... $40,640,551 $34,895,549
Selling, general and administra­

tive........................................... 19,634,138 15,553,354
Research and development...... 3,810,292 3,093,042
Interest expense......................... 431,910 108,770
Interest income........................... (226,244) (199,959)
Tender offer expenses.............. 933,578 —

Other income-net........................ (489,792) (378,393)
Total Costs and Expenses... $64,734,433 $53,072,363
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Flood Loss PENSION PLANS

A K ZO N A  IN C O R P O R A TE D  (D EC )

Costs and expenses:

1977
($000)

1976

Cost of sales (excluding deprecia­
tion and depletion)...................... $648,741 $592,902

Depreciation and depletion.............. 37,921 36,701
Selling, administrative and general 88,360 84,158
Interest .............................................. 16,516 14,098

Income before income taxes and
791,538 727,859

flood loss...................................... 18,881 2,991
Flood loss............................................ (12,143) —

Income before income taxes........... 6,738 2,991
Provision (credit) for income taxes (785) (2,631)
Net income......................................... $ 7,523 $ 5,622

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3: Flood loss—The Company’s nylon and telephone 
cable plants at Enka, North Carolina experienced a flash 
flood in November, 1977, resulting in extensive damage to 
equipment and inventories. The flood loss of $12.1 million 
(approximately $6.1 million or $.49 per share, net of applica­
ble taxes) represents estimated damages to inventories and 
equipment, as well as the cost of restoring those facilities to 
full operation. The amount of future recoveries, if any, 
through insurance and/or successful claims against third par­
ties who might have caused the flooding conditions, will not 
be known for some time.

TABLE 3-8: PENSION AND RETIREMENT PLANS

Current Year Expense
Normal cost and amortization of prior service cost 
Normal cost and interest on unfunded prior service

cost .......................................................................
Normal cost— no reference to prior service cost.
Normal cost— no unfunded prior service cost......
Companies Disclosing Amount of Pension Plan Ex­

pense ......................................................................

1977 1976

467 467

5 12
33 27
29 30

534 536

APB Opinion No. 8, issued in November 1966 to clarify 
accounting for pension plan costs, states in part:

46. The Board believes that pension plans are of 
sufficient importance to an understanding of financial 
position and results of operations that the following dis­
closures should be made in financial statements or 
their notes:

1. A statement that such plans exist, identifying or 
describing the employee groups covered.

2. A statement of the company’s accounting and 
funding policies.

3. The provision for pension cost for the period.

4. The excess, if any, of the actuarially computed 
value of vested benefits over the total of the pension 
fund and any balance-sheet pension accruals, less any 
pension prepayments or deferred charges.

5. Nature and effect of significant matters affecting 
comparability for all periods presented, such as 
changes in accounting methods (actuarial cost 
method, amortization of past and prior service cost, 
treatment of actuarial gains and losses, etc.), changes 
in circumstances (actuarial assumptions, etc.), or 
adoption or amendment of a plan.

An example of what the Board considers to be ap­
propriate disclosure is as follows:

The company and its subsidiaries have sev­
eral pension plans covering substantially all of 
their employees, including certain employees in 
foreign countries. The total pension expense for 
the year was $ . . . ,  which includes, as to certain 
of the plans, amortization of prior service cost 
over periods ranging from 25 to 40 years. The 
company’s policy is to fund pension cost ac­
crued. The actuarially computed value of vested 
benefits for all plans as of December 31, 19 .. ., 
exceeded the total of the pension fund and 
balance-sheet accruals by approximately $ . . .  A 
change during the year in the actuarial cost 
method used in computing pension cost had the 
effect of reducing net income for the past year by 
approximately $ . . .

Table 3-8 shows that most of the survey companies dis­
closed that the current year pension plan expense consisted 
of normal cost plus amortization of prior service cost. In addi­
tion to the information shown in Table 3-8, 347 survey com­
panies reported that vested benefits were in excess of 
amounts funded or accrued; while 107 survey companies 
reported that amounts funded or accrued were in excess of 
vested benefits. Examples of notes disclosing pension ex­
pense and policies follow.
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Normal Cost Plus Amortization of Prior 
Service Cost

AM ER IC AN  STO R ES C O M PAN Y (MAR)

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies
Pension Costs— P en s io n  costs  a re  ac tu aria lly  co m pu ted  

a n d  inc lude a m o rtiza tio n  of p rior se rv ic e  cost o v e r periods  
ran g in g  to  forty y e a rs . T h e  c o m p a n y ’s policy is to fund p en ­
sion  costs accru ed .

Note 7: Pension Plans— S u b stan tia lly  all e m p lo y e e s  o f th e  
c o m p a n y  and  its sub s id iaries  a re  c o v e red  by p en s io n  p lans  
fun d ed  curren tly  by p ay m e n ts  to  p lan  tru s te e s  o r insurers. 
E m p lo y e es  w h o  a re  m e m b e rs  o f b arg a in in g  units a re  cov­
e re d  by u n io n -n eg o tia ted  p en s ion  p lan s  to  w h ich  th e  c o m ­
p an y  m a k e s  spec ified  contribu tions b as e d  on  hours  w o rked . 
F o r o th e r e lig ib le  e m p lo y e e s , th e  c o m p a n y  p ro vid es  pension  
b en efits  through  g ro u p  ann u ity  c o n tracts  w ith  a  life insu ran ce  
co m p a n y .

A t th e  J a n u a ry  1, 1 9 7 7  ac tu aria l va lu a tio n  d a te , th e  c o m ­
p uted  v a lu e  o f v e s ted  b en efits  for th e  p rincipal p lan s  w hich  
a re  fun d ed  th rou gh  g ro up  ann u ity  con trac ts  e x c e e d e d  th e  
a p p licab le  p lan  a ssets  by $ 1 0 ,1 8 6 ,0 0 0  and  u n fun ded  past 
s e rv ic e  c o s t a m o u n te d  to  a p p ro x im a te ly  $ 1 4 ,6 9 3 ,0 0 0 .  
A m e n d m e n ts  to  th e  p lans during  1 9 7 6  n ec e s s ita te d  by th e  
E m p lo y e e  R e tire m e n t In co m e S ecu rity  A ct in c re as e d  p e n ­
sion e x p e n s e  for th e  y e a r by $ 6 6 1 ,0 0 0 .

T h e  total c h a rg e  to ea rn in g s  for all p lan s  for th e  y e a r  en d ed  
April 2, 1 9 7 7  w a s  a p p ro x im a te ly  $ 3 0 ,0 8 5 ,0 0 0  c o m p a re d  with  
$ 2 4 ,1 1 5 ,0 0 0  for th e  p reced in g  fiscal y e a r.

AM PC O -P ITTS BU R G H  C O R PO R ATIO N  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of accounting policies
Pension costs— T h e  C o rp oratio n  h as  n on contributory  p en ­

sion p lan s  coverin g  su b stan tia lly  all its e m p lo y e e s . T h e  C o r­
p oration  g e n e ra lly  fo llow s th e  p ractice  o f funding  th e  a n n u a l 
p en s ion  e x p e n s e  w hich  inc ludes c u rren t se rv ic e  costs and  
a m o rtiza tio n  o f prior s e rv ice  costs o ve r p eriod s  not exc ee d in g  
4 0  y e a rs . In c re as e s  in prior s e rv ice  costs s u b s e q u e n t to  
J a n u a ry  1, 1 9 7 6  a re  a m o rtize d  o ve r 3 0  y ears .

Note 6: Pension Costs— T o ta l p e n s io n  e x p e n s e  w a s  
$ 1 ,9 2 2 ,3 7 2  for 1 9 7 7  a n d  $ 1 ,7 4 9 ,3 1 1  for 1 9 7 6 . T h e  ac tu aria lly  
co m p u ted  v a lu e  o f v e s ted  b en efits  fo r ce rta in  p lan s  e x c e e d e d  
p en s ion  fund a ssets  (a t m arke t) a n d  b a la n c e  s h e e t accru als  
as  o f th e  latest va luation  d ates  by a p p ro x im a te ly  $ 5 ,3 0 6 ,1 2 7 .  
U n fu nd ed  past se rv ic e  costs a t th e  la tes t va luation  d ates  
a p p ro x im a ted  $ 1 2 ,4 5 2 ,8 5 3 .

TH E C LEVE LAN D -C LIFFS  IRON CO M PAN Y (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): Significant accounting policies
Pension Costs: P en s io n  e x p e n s e , w h ich  is fun ded , in­

c lud es  curren t se rv ic e  cost and  am o rtiza tio n  o f prior se rv ice

cost o v e r p eriods ranging  from  10  to 3 5  y e a rs .

Note G: Pensions— T h e  C o m p a n y  a n d  th e  N orth  A m erican  
a s so c ia ted  c o m p a n ie s  w hich  it m a n a g e s  h a v e  p en s ion  p lans  
coverin g  sub stan tia lly  all e m p lo y e e s , including th e  C o m ­
p a n y ’s e m p lo y e e s  a t u n inco rp ora ted  jo in t v en tu res . T h e  fol­
low ing tab u la tion  sets  forth in fo rm ation  w ith  re sp ect to  e x ­
p en s e  o f th e s e  p en s io n  p lans:

1977 1976
Pension expense relating to 

employees of the Company*
(excluding unincorporated joint
ventures) ....................................  $3,700,000 $3,803,000

The Company's share of the pension 
expense of associated com­
panies and unincorporated joint
venture .......................................  1,687,000 1,923,000
Total ............................................  $5,387,000 $5,726,000

*A significant portion of this pension expense relating to the Company's 
employees is charged to associated companies for services performed 
under management agreements.

T h e  e x c es s  o f ac tu aria lly  c o m p u ted  p re s e n t v a lu e  o f v e s t­
ed  b en efits  as  of J a n u a ry  1, 1 9 7 7 , th e  la tes t va luation  d ate , 
o v e r th e  D e c e m b e r 3 1 , 1 9 7 7 , p en sion  fund  a ssets  a t cost 
am o u n ted  to $ 4 .0  m illion fo r th e  C o m p a n y  (includ ing  un in ­
co rp o ra ted  jo in t v e n tu res ) and  $ 1 .4  m illion for th e  C o m p a n y ’s 
s h a re  o f its a s so c ia ted  c o m p a n ie s . A t D e c e m b e r 3 1 , 1 9 7 7 , 
th e  m arke t v a lu e  of p en s ion  fund as s e ts  fo r all p lan s  w a s  in 
ex c es s  o f cost.

T h e  u n funded  p ast s e rv ice  cost as  o f J a n u a ry  1, 1 9 7 7 , less  
1 9 7 7  p ast s e rv ice  p en s ion  p aym en ts , a m o u n ted  to $ 1 9 .6  m il­
lion fo r th e  C o m p a n y  and  $ 3 .7  m illion fo r th e  C o m p a n y ’s 
s h a re  o f its a s so c ia ted  c o m p a n ie s  and  u n inco rp ora ted  joint 
ven tu res .

C O LO N IAL STO R ES IN C O R PO R ATED  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6: Retirement Plan For Empioyees— T h e  C o m p a n y  
has  a  tru s teed  n oncontributory  p en s ion  p lan  coverin g  all of its 
e m p lo y e e s  a n d  a  s u p p le m e n ta l non qu alified  and  non trusteed  
p lan  for certa in  e x e cu tives . P en s ion  costs  for th e  tru steed  
noncontributory  p lan  a re  b as e d  on c u rren t se rv ic e  costs and  
am o rtiza tio n  o f prior se rv ic e  costs o v e r a  period  o f forty  
y e a rs . T h e  C o m p a n y ’s funding  policy h as  b ee n  to  m a k e  c o n ­
tributions sufficient to m a in ta in  th e  fund  in sou nd  condition . 
T o ta l p en s io n  costs  c h a rg e d  to  o p e ra tio n s  a m o u n te d  to  
$ 3 ,0 2 5 ,0 0 0  in 1 9 7 7  a n d  $ 2 ,6 5 0 ,0 0 0  in 1 9 7 6 , o f w h ic h  
$ 2 ,9 7 5 ,0 0 0  and  $ 2 ,6 0 0 ,0 0 0 , resp ective ly , w e re  fu n d ed . T h e  
C o m p a n y  a lso  fun d ed  an  add itio na l $ 1 ,0 0 0 ,0 0 0  in 1 9 7 7  and  
$ 8 5 0 ,0 0 0  in 1 9 7 6 , w hich  w e re  ch a rg e d  to  o p era tio n s  in p re ­
v ious y e a rs . A s of th e  la test va lu a tio n  d a te , th e  ac tu aria lly  
c o m p u ted  v a lu e  o f v e s ted  b en efits  e x c e e d e d  th e  m arke t 
v a lu e  o f th e  p en s ion  fund as s e ts  and  th e  accru a l for pension  
costs by a p p ro x im a te ly  $ 1 6 ,7 9 0 ,0 0 0  a n d  th e  un fun ded  past 
s erv ice  costs a m o u n ted  to  a p p ro x im a te ly  $ 1 6 ,7 6 0 ,0 0 0 .
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FEDDERS CORPORATION (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1. (in part): Summary of significant accounting 
policies

Pension p lans— S u b s ta n t ia l ly  a ll o f th e  C o m p a n y ’s 
e m p lo y e e s  a re  c o v e red  u n d er o n e  o f th e  C o m p a n y ’s p ension  
p lans o r u n d er o n e  o f th e  u n io n -sp o n so red  p lan s  to  w hich  th e  
C o m p a n y  con tribu tes . P en s io n  e x p e n s e  (s e e  N o te  10 ) for th e  
C o m p a n y ’s p lan s  co m p rises  norm al cost and  am o rtiza tio n  of 
p as t s e rv ice  costs  o v e r a  p eriod  o f 3 0  y e a rs . It is th e  C o m ­
p a n y ’s policy to fund  p en s ion  costs ac c ru ed .

N o te  10: Pension plan— P en s io n  e x p e n s e  co n n e c te d  w ith  
th e  C o m p a n y ’s p la n s  (s e e  N o te  1) w a s  a p p ro x im a te ly  
$ 2 ,1 9 7 ,0 0 0  and  $ 1 ,9 2 9 ,0 0 0  for th e  y e a rs  e n d e d  O c to b e r 3 1 , 
1 9 7 7  and  1 9 7 6 , resp ective ly .

F o r th o se  C o m p a n y  p en s ion  p lan s  w h e re  th e  ac tu aria lly  
co m p u ted  v a lu e  o f th e  v e s ted  b en efits  e x c e e d e d  th e  total o f 
th e  ap p licab le  p en s ion  fund a n d  re la ted  b a la n c e  s h e e t a c ­
crual, such  a g g re g a te  e x c es s  v a lu e  a m o u n ted  to  ap p ro x i­
m a te ly  $ 2 ,1 5 4 ,0 0 0  at O c to b e r 3 1 , 1 9 7 7  b as e d  on th e  latest 
actu aria l reports a v a ilab le .

C o ntrib ution s to u n io n -sp o n so red  p en s io n  p lans a m o u n ted  
to  $ 3 1 2 ,0 0 0  in 1 9 7 7  a n d  $ 2 7 3 ,0 0 0  in 1 9 7 6 .

G EN E R AL FO O DS C O R PO R ATIO N  (MAR)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Retirement Plans— T h e  corporation  a n d  certa in  o f its s u b ­

s id ia rie s  h a v e  p la n s  th a t p ro v id e  re tire m e n t b en e fits  for 
hourly  and  sa laried  e m p lo y e e s . T h e  corpo ra tion  fun ds cur­
rent s e rv ice  cost, am o rtiza tio n  o f th e  un fun ded  a c tu aria l liabil­
ity a t S e p te m b e r 1 ,  1 9 7 5 , o v e r a  3 0 -y e a r  p eriod  a n d  a m o rtiza ­
tion o f ac tu aria l e x p e rie n c e  s in ce  th a t d a te  o v e r a  1 5 -y e a r  
period .

Note 7: Retirement Plans— C h a rg e s  a g a in s t in co m e for re ­
t ire m e n t p lans a g g re g a te d  $ 4 1 ,0 7 7 ,0 0 0  and  $ 3 4 ,3 4 0 ,0 0 0  
d u r in g  f is c a l 1 9 7 7  a n d  1 9 7 6 ,  r e s p e c t iv e ly ,  o f w h ic h  
$ 3 7 ,8 1 5 ,0 0 0  a n d  $ 3 1 ,2 5 8 ,0 0 0 , resp ective ly , p e rta in e d  to the  
p lan s  for U .S . a n d  C a n a d ia n  e m p lo y e e s . T h e  c o m p a n y ’s 
funding  provisions for U .S . re tire m e n t p lan s  m e e t th e  funding  
re q u irem en ts  o f th e  E m p lo y e e  R e tire m e n t In co m e S ecurity  
A ct o f 1 9 7 4 . T h e  in c re as e  in costs is p rim arily  a ttrib u tab le  to  
h ig h er n orm al costs, ac tu aria l e x p e r ie n c e  and  p lan  im p ro ve ­
m en ts  partia lly  o ffset by th e  full y e a r  im p act o f o th e r c h a n g e s  
in th e  funding  provisions.

T h e  m arke t v a lu e  o f as s e ts  held  by tru s tees  a n d  th e  re ­
s e rv e s  p rovided  for by in su ran ce  c o m p a n ie s  w ith  resp ect to  
U .S . a n d  C a n a d ia n  r e t ir e m e n t  p la n s  a p p r o x im a te d  
$ 3 9 9 ,0 0 0 ,0 0 0  a t April 2, 1 9 7 7 , and  a t th a t d a te , in th e  opin ion  
of th e  in d e p e n d e n t a c tu aries , th e s e  p lan s  w e re  sub stan tia lly  
fully fu n d ed  as  to  v e s ted  benefits .

INTERNATIONAL HARVESTER COMPANY (OCT)

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Accounting Policies
Retirement Plans— In c o m e  is c h a rg e d  w ith  p en s ion  costs  

a p p licab le  to c u rren t se rv ic e  and  th e  am o rtiza tio n  of prior 
s erv ice  cost, g e n e ra lly  o v e r th e  p eriod  en d in g  in th e  y e a r  
2 0 0 6 , on th e  basis  o f a c c ep ted  ac tu aria l m etho d s. T h e  costs  
o f s u p p le m e n ta l a llo w a n c e  b en efits  resu lting  fro m  re tire ­
m en ts  b efo re  a g e  6 4  a re  c h a rg e d  to  in c o m e  as incurred .

Note 18: Retirement Plans— T h e  p a re n t C o m p a n y  and  its 
d o m estic  a n d  C a n a d ia n  sub s id ia ries  h a v e  p en s io n  p lans  
coverin g  sub stan tia lly  all o f th e ir e m p lo y e e s . G e n e ra lly , th e  
p lans a re  n on contributory  for w a g e  e a rn e rs  and  b en e fits  a re  
re la ted  to an  e m p lo y e e ’s length  of s e rv ic e  and  w a g e  rate. 
P lan s  coverin g  sa larie d  e m p lo y e e s  a re  both contribu tory  and  
n on contributory  and  b en efits  a re  re la ted  to  th e  length  of s e r­
v ice, sa lary  and  con tribu tions o f th e  e m p lo y e e .

M ost fo re ig n  sub s id ia ries  h a v e  s e p a ra te  re tire m e n t p lans  
th a t a re  in tegra ted  w ith  a n d  s u p p le m e n t th e  b en efits  provided  
by law s of th e  vario u s  countries .

T o ta l p en s ion  costs  c h a rg e d  to  in c o m e  w e re  $ 1 5 5  million  
for 1 9 7 7  and  $ 1 2 1  m illion fo r 1 9 7 6 . T h is  in c re as e  results  
prim arily  from  an  in c re as e  in re tirem en t b en efit leve ls  u nd er  
th e  C o m p a n y ’s d o m estic  re tire m e n t p lan s . It is th e  C o m ­
p a n y ’s policy to fund a ccru ed  p en s ion  costs. T h e  p lans vary  
in th e  e x te n t to  w h ich  th e y  a re  fu n d ed , but a t O c to b e r 31 , 
1 9 7 7 , all curren t funding  ob liga tion s  h a v e  b e e n  fulfilled . A t 
J a n u a ry  1, 1 9 7 7 , un fun ded  prior s e rv ice  costs for all p lans in 
th e  U n ited  S ta te s  a n d  C a n a d a , exc lu s ive  o f W iscon s in  S tee l 
D ivision , a p p ro x im a ted  $ 1 ,0 9 7  m illion.

T h e  ac tu aria lly  co m p u ted  v a lu e  o f v e s te d  b en efits  for all 
p lans in th e  U n ited  S ta te s  a n d  C a n a d a , exc lu s ive  o f W is c o n ­
sin S te e l D ivis ion, w a s  es tim a te d  to  e x c e e d  th e  total m arke t  
v a lu e  o f th e  p en s ion  fun ds by $ 9 2 9  m illion as  o f J u n e  3 0 , 
1 9 7 7 .

Normal Cost Plus Interest On Unfunded Prior 
Service Cost

THE A M ALG A M A TED  SU G AR C O M PAN Y (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies:
Pension— T h e  C o m p a n y  h as  contribu tory  p en s io n  p lans  

coverin g  sub stan tia lly  all fu ll-tim e  e m p lo y e e s . It is th e  C o m ­
p a n y ’s policy to  c h a rg e  to  in co m e n o rm a l costs and  in terest 
on unfun ded  prior s e rv ice  costs  as  ac tu aria lly  d e te rm in e d .

Note 6: Pension Plans— P en sion  e x p e n s e  for e a c h  period  
w a s  a s  follows:

Pension
Period Expense
52 weeks ended December 26, 1977 ......................  $1,568,000
13 weeks ended December 27, 1976 ......................  385,000
52 weeks ended September 27, 1976 ......................  1,382,000
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T h e  p en s ion  e x p e n s e  fo r 1 9 7 7  is th e  m in im u m  required  
contribution  to th e  funding  s tan d ard  acco u n t. S u c h  am o u n t  
a p p ro x im a tes  th e  norm al cost a n d  in te res t on th e  unfunded  
prior s e rv ice  costs. A t th e  m ost recen t va luation  d a te , the  
a c tu a r ia l ly  c o m p u te d  v a lu e  o f v e s te d  b e n e f i ts  w a s  
$ 1 ,0 1 8 ,0 0 0  in e x c es s  o f th e  total o f th e  re tire m e n t fun ds  and  
b a la n c e  s h e e t accru a ls . A t th e  m ost rec e n t va luation  d ate , 
th e  un fun ded  liability o f th e  p en s ion  p lan s  w a s  $ 4 ,4 7 5 ,0 0 0 .

Payments To Union Sponsored Plans

during  th e  y e a r. Provision  fo r a w a rd s  u n d er th e  p lan  w a s  
$ 3 ,2 0 0 ,0 0 0  in 1 9 7 7  and  $ 3 ,5 0 0 ,0 0 0  in 1 9 7 6 .

E ffec tive  July 1, 1 9 7 3 , C o nso l b e c a m e  liab le  u n d er th e  
F ed e ra l C o a l M in e  H e a lth  and  S a fe ty  A ct o f 1 9 6 9  for m ed ica l 
a n d  d isability b en efits  to  e m p lo y e e s  a n d  th e ir d e p e n d e n ts  
resu lting  from  o cc u rre n c e s  o f C o a l W o rk e rs ’ P n eu m o co n io s is  
(C W P ) d is e a s e  in e m p lo y e e s . T h e  e s tim a te d  costs of th e  
b en efits  a re  be in g  p rovided  o v e r th e  re m a in in g  serv ic e  lives  
of p re s e n t e m p lo y e e s . T h e  am o u n ts  p ro vid ed  in 1 9 7 7  and  
1 9 7 6  w e re  $ 3 2 ,0 2 9 ,0 0 0  and  $ 2 9 ,6 2 6 ,0 0 0 , resp ective ly .

C O N TIN EN TA L O IL C O M PAN Y (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Employee benefits— T h e  C o m p a n y  a n d  certa in  of 
its sub s id ia ries  h a v e  re tire m e n t p lan s  co verin g  sub stan tia lly  
all e m p lo y e e s  not c o v e red  by vario u s  union  o r industry re ­
tirem en t p lans. T h e  p lan s  a re  fu n d ed  b a s e d  on  p en s ion  costs  
a c c ru e d . T o ta l p e n s io n  e x p e n s e  u n d e r  th e  p la n s  w a s  
$ 3 1 ,9 5 2 ,0 0 0  in 1 9 7 7  and  $ 2 8 ,8 3 8 ,0 0 0  in 1 9 7 6 . T h e re  a re  no  
s ign ificant un fun ded  prior s e rv ice  liabilities u n d er th e s e  p lans  
at D e c e m b e r 3 1 , 1 9 7 7 .

A  sub s id iary  of th e  C o m p an y , C o n so lid a ted  C o a l C o m p an y  
(C o n so l), u nd er a  con trac t w ith  th e  U n ited  M in e  W o rk e rs  o f 
A m e ric a  (U M W A ) w hich  e xp ired  as  o f D e c e m b e r 6, 1 9 7 7 , 
m a d e  p ay m e n ts  b as e d  on  coa l p roduction  a n d  hours w o rked  
into tw o  m u ltiem p lo yer p en s ion  p lans m a in ta in e d  fo r th e  b e n ­
efit o f union  e m p lo y e e s . T o ta l p en s io n  e x p e n s e s , re p re s e n t­
ing a m o u n ts  p a id  a n d  a c c ru e d  b y  C o n s o l, a g g re g a te d  
$ 4 3 ,5 8 0 ,0 0 0  in 1 9 7 7  and  $ 4 6 ,3 7 8 ,0 0 0  in 1 9 7 6 .

T h e  E m p lo y e e s ’ R e tire m e n t In co m e S ecu rity  A ct (E R IS A )  
im p o ses  certa in  c o n tin g en t liabilities on  con tribu tors  to  p e n ­
sion p lans, including m u ltiem p lo yer p lan s  such  as  th e  U M W A  
p lans. In th e  e v e n t o f p lan  te rm in a tio n , a  con tribu tor to a  
m u lt ie m p lo y e r  p e n s io n  p la n  m a y  b e  l ia b le  to  th e  
g o v e rn m e n t-e s ta b lis h e d  P en s ion  B enefit G u a ra n ty  C o rp o ra ­
tion (P B G C ) fo r th e  p en s ion  b en efits  g u a ra n te e d  by E R IS A , 
in proportion  to th e  con tribu tor’s p ay m e n ts  to th e  p lan  for the  
five p reced in g  y e a rs  as  c o m p a re d  w ith  all con tribu tions to th e  
plan . T h e  P B G C  m ay , h o w e v e r, va ry  this fo rm u la . S h ou ld  
such  a  liability o ccur, it p ro bab ly  w ou ld  b e  p ay a b le  o ve r an  
e x te n d e d  period .

A s  of J u n e  3 0 , 1 9 7 7 , th e  d a te  o f th e  la test a c tu a ry ’s report 
to th e  tru s tees  o f th e  U M W A  p lans, v e s te d  liabilities o f the  
p lan s  e x c e e d e d  th e  m a rk e t v a lu e  o f p lan  assets; a n d  prior 
s erv ice  liabilities, including v es ted  am o u n ts , e x c e e d e d  th e  
actu aria l v a lu e  o f th e  p lan  assets . C o n s o l’s contribu tions to  
th e  p lan s  s in ce  th e ir inception  in 1 9 7 4  th rou gh  J u n e  3 0 ,  1 9 7 7 , 
as  a  p ercen t o f total industry contribu tions, ap p ro x im a ted  
1 2 %  for o n e  p lan  and  1 0 %  for th e  o th e r p lan . F o r th e  tw o  
p lan s  c o m b in ed , th e s e  p e rc e n ta g e s  o f th e  un fun ded  vested  
liabilities and  of th e  u nfun ded  prior se rv ic e  liabilities w ould  
a p p ro x im a te  $ 3 8 2 ,0 0 0 ,0 0 0  and  $ 4 3 9 ,0 0 0 ,0 0 0 , resp ective ly . 
T h e s e  a m o u n ts  a re  not add itive , as  p rior s e rv ice  liabilities  
include both v e s ted  a n d  n on ves ted  am o u n ts .

T h e  C o m p a n y  h as  an  incen tive  co m p e n s a tio n  p lan  und er  
w hich  a w a rd s  p ay a b le  in cash  or s tock o f th e  C o m p a n y  m ay  
b e  g ra n te d  to key  e m p lo y e e s  o f th e  C o m p a n y  a n d  of certa in  
sub s id iaries . A g g re g a te  a n n u a l a w a rd s  m a y  not e x c e e d  th e  
lesser of 3 %  of th e  incen tive  c o m p e n s a tio n  b a s e  as  d efined  
in th e  p lan  o r 5 %  o f cash  d iv id end s  p aid  to  s tockho lders

TH E PITTSTO N C O M PAN Y (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 8: Pension Plans— T h e  C o m p a n y  a n d  its sub s id iaries  
h a v e  s e v e ra l n on contributory  p en s ion  p lan s  w hich  provide  
elig ib le  e m p lo y e e s  w ith  re tirem en t a n d  d isab ility  b en efits  
b ased  on  p as t a n d  fu ture  se rv ices . T h e  total p en s ion  e x ­
p en s e  w a s  $ 9 ,9 1 1 ,0 0 0  in 1 9 7 7  and  $ 9 ,1 4 5 ,0 0 0  in 1 9 7 6 , 
w hich  inc ludes am o rtiza tio n  o f prior se rv ic e  costs o v e r 10  
y e a rs  for th e  m a jo r p lan  a n d  o ve r p erio d s  up  to 3 0  y e a rs  for 
o th e r p lans. T h e  p lan s  p ro vid e  for th e  funding  of th e  pension  
costs ac c ru ed . T h e  ac tu aria lly  co m p u ted  v a lu e  o f ves ted  
b en efits  in e x c es s  of th e  to ta l o f p en s io n  fun ds  and  b a la n c e  
s h e e t accru a ls  less p en s ion  p re p a y m e n ts  w a s  a p p ro x im ate ly  
$ 1 ,5 6 0 ,0 0 0  at D e c e m b e r 3 1 , 1 9 7 7  and  $ 5 ,6 4 9 ,0 0 0  a t D e ­
c e m b e r 3 1 , 1 9 7 6 .

U n d e r th e  lab o r con trac t w ith  th e  U n ited  M in e  W o rk e rs  of 
A m e ric a  w hich  e xp ired  on  D e c e m b e r 6 ,  1 9 7 7 , th e  C o m p a n y ’s 
C o a l G ro u p  m a d e  p ay m e n ts  into tw o m u ltiem p lo yer pension  
plan  trusts es tab lish ed  for th e  b en efit o f union e m p lo y e e s  
b as e d  on  tons o f coal p ro d u ced  a n d  hours  w o rk e d . S u ch  
p ay m e n ts  to ta lled  $ 1 3 ,3 9 1 ,0 0 0  in 1 9 7 7  and  $ 1 6 ,6 2 7 ,0 0 0  in 
1 9 7 6 . U n d e r th e  E m p lo y e e  R e tire m e n t In c o m e  S ecu rity  Act, 
a  contribu tor to a  m u ltiem p lo yer p en s ion  p lan  m a y  b e  liable, 
upon term in a tio n  o f such  a  p lan , for its s h a re  o f th e  p la n ’s 
unfun ded  liabilities. T h e  C o m p a n y  e s tim a te s  th a t its s h a re  o f 
th e  u n funded  v e s ted  liabilities of th e  p lan s  a m o u n ted  to  
$ 1 4 0 ,0 0 0 ,0 0 0  a t J u n e  3 0 , 1 9 7 7 , th e  d a te  of th e  la tes t a c tu ­
aria l va luation  reports.

Vested Benefits Exceed Plan Assets

AIRCO , INC. (DEC)

STATEMENT OF ACCOUNTING POLICIES 
Retirement Plans— A irco  a n d  its s u b s id ia ries  m a in ta in  re ­

t i r e m e n t  p la n s  c o v e r in g  s u b s ta n t ia l ly  a ll o ff ic e rs  a n d  
e m p lo y e e s . It is A irco ’s policy to  ac c ru e  curren tly  fo r p ension  
cost a n d  fund am o u n ts  ac c ru ed . U n fu n d ed  prior se rv ic e  cost 
is a m o rtize d  g en e ra lly  o v e r a  3 0 -y e a r  p eriod .

NOTES TO FINANCIAL STATEMENTS

Note 12: Retirement Plans— T o ta l p en s io n  e x p e n s e  for th e  
y e a rs  e n d e d  D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , w a s  ap p ro x i­
m ate ly  $ 1 0 ,5 2 0 ,0 0 0  and  $ 9 ,6 9 7 ,0 0 0 , resp ective ly . T h e  in­
c re a s e  in e x p e n s e  in 1 9 7 7  w a s  d u e  p rinc ipally  to an  in c rease  
in th e  n u m b e r o f e lig ib le  e m p lo y e e s  a n d  im p ro ved  n eg o tia ted
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b en efits . A s  of D e c e m b e r 3 1 ,  1 9 7 6 , th e  m o st recen t va luation  
d ate , fund  as s e ts  for o n e  o f th e  re tire m e n t p lans w e re  ap p ro x ­
im a te ly  $ 8 9 7 ,0 0 0  in e x c e s s  o f th e  a c tu a ria lly  c o m p u ted  
v a lu e  o f v e s te d  b en efits , w h ile  fo r o th e r p lans fun ds assets  
w e re  a p p ro x im a te ly  $ 2 8 ,0 9 5 ,0 0 0  less th an  th e  ac tu aria lly  
co m p u ted  v a lu e  o f v e s ted  b en efits . T h is  resu lts  in th e  v a lu e  
of such  ves ted  b en efits  e x c ee d in g , in th e  a g g re g a te , fund  
a s s e ts  b y  a p p r o x im a te ly  $ 2 7 ,1 9 8 ,0 0 0  c o m p a r e d  to  
$ 2 6 ,8 2 8 ,0 0 0  a t th e  e n d  o f th e  prior y e a r. A s  o f th e  a b o v e  
va lu a tio n  d a te  to ta l u n fun ded  prior se rv ic e  cost for all p lans  
w a s  a p p ro x im a te ly  $ 6 2 ,6 8 7 ,0 0 0 ;  such  am o u n t includes a  
portion o f th e  ac tu aria lly  co m p u ted  v e s te d  b en efits  re fe rred  to  
a b o v e .

W. F. HALL PR IN TING  C O M P A N Y  (MAR)

NOTES TO FINANCIAL STATEMENTS

Summary of significant accounting policies (in part)
F o r th e  C o m p a n y ’s p en s io n  p lan s , e x p e n s e  inc ludes n o r­

m al cost, in terest a n d  a m o rtiza tio n  o f prior se rv ic e  cost o ve r a  
fo rty -y e a r p eriod . T h e  C o m p a n y ’s policy is to  fund  pension  
costs  accru ed .

Retirement pians— S u b s ta n tia lly  a ll e m p lo y e e s  o f th e  
C o m p a n y  a n d  its sub s id ia ries  a re  c o v e re d  by re tire m e n t  
p lans. T h e  C o m p a n y  h as  fu n d e d -tru s te e d  p lan s  fo r sa laried  
e m p lo y e e s  a n d  c e r ta in  h o u rly  e m p lo y e e s . O th e r  h o u rly  
e m p lo y e e s  a re  c o v e red  by ind ustry -w ide  re tire m e n t p lans  
u n d er w h ich  con tribu tio ns  a re  m a d e  in a c c o rd a n c e  w ith  th e  
a g re e m e n ts . T o ta l p en s ion  e x p e n s e  for th e  y e a rs  en d ed  
M a rc h  3 1 , 1 9 7 7 , a n d  1 9 7 6  a g g re g a te d  $ 2 ,0 8 3 ,0 0 0  a n d  
$ 1 ,8 6 7 ,0 0 0 , resp ective ly . T h e  in c re as e  in p en s ion  e x p e n s e  is 
princ ipally  d u e  to  a n  in c re as e  in th e  n u m b e r o f p lan  p artic ip ­
an ts  resu lting  fro m  certa in  p lan  a m e n d m e n ts . T h e  ac tu aria lly  
co m p u ted  v a lu e  o f v e s te d  b en efits  fo r th e  hourly  p lan  e x ­
c e e d e d  p lan  a s s e ts  a n d  a c c ru ed  re tire m e n t p lan  e x p e n s e  by  
a p p ro x im a te ly  $ 3 ,2 0 0 ,0 0 0  at M arch  3 1 , 1 9 7 7 .

H O UD AILLE INDU STR IES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note L : Employee Benefits— M ost o f th e  C o rp o ra tio n ’s  

e m p lo y e e s  a re  c o v e re d  by C o m p a n y -s p o n s o re d  p en s io n  
p la n s  a lth o u g h  s o m e  h o u rly  e m p lo y e e s  a re  c o v e re d  by  
m u lti-e m p lo y e r  u n io n -s p o n s o re d  p la n s . A ll c o n trib u tio n s  
m a d e  u n d er th e  C o m p a n y -s p o n s o re d  p lan s  a re  p laced  in 
trust a n d  a d m in is te re d  by in d e p e n d e n t tru s tees .

T h e  C o rp o ra tio n ’s policy is to  fund p en s io n  costs a c cru ed . 
P en s io n  costs c h a rg e d  to  in co m e, rep resen tin g  curren t s e r­
v ice  costs for all p lan s  a n d  am o rtiza tio n  o f p as t s e rv ic e  costs, 
g e n e ra lly  o ve r 3 0  y e a rs  o r less, fo r C o m p an y -s p o n s o re d  
p lans, w e re  $ 7 ,0 1 9 ,0 0 0  and  $ 6 ,2 6 9 ,0 0 0  fo r 1 9 7 7  a n d  1 9 7 6 , 
resp ective ly .

T h e  in c re as e  in p en s io n  costs  fo r 1 9 7 7  w a s  princ ipally  a t­
trib u tab le  to  c h a n g e s  in b en e fit leve ls  of union n eg o tia ted  
p lans, a lth ou gh  in c re as e s  in c o m p e n s a tio n  a n d  e m p lo y m en t  
a lso  in c re as e d  costs.

T h e  ac tu aria lly  c o m p u ted  v a lu e  o f v e s te d  b en efits  for c e r­
ta in  C o m p a n y -s p o n s o re d  p lan s , using th e  ra tes  o f in terest 
a s s u m ed  in va lu in g  p lan  liabilities (5 ½ %  in th e  U n ited  S ta te s  
a n d  6 %  in C a n a d a ), e x c e e d e d  th e  m a rk e t v a lu e  o f th e  p la n s ’ 
a ssets  by a p p ro x im a te ly  $ 1 8 ,7 0 0 ,0 0 0  as  o f J a n u a ry  1, 1 9 7 7 ,  
th e  d a te  o f th e  last a c tu aria l va lu a tio n . T h e  m a rk e t v a lu e  of 
a s s e ts  fo r th e  re m a in in g  C o m p a n y -s p o n s o re d  p la n s  e x ­
c e e d e d  v e s ted  liabilities. T h e  u n fun ded  p as t se rv ic e  liability  
fo r  a ll C o m p a n y -s p o n s o r e d  p la n s  w a s  a p p r o x im a te ly  
$ 2 9 ,0 6 6 ,0 0 0  at th a t d a te .

T h e  C o rp o ra tio n  h as  not e x p e rie n c e d  a n y  s ign ifican t in ­
c re a s e  in th e  req u ired  con tribu tions to  th e  p en s ion  fun ds  as  a  
resu lt o f th e  E m p lo y e e  R e tire m e n t In c o m e  S ecu rity  A ct of 
1 9 7 4 . H o w e v e r, u n d er th e  A ct, th e  C o rp o ra tio n  is liab le  in th e  
e v e n t o f te rm in a tio n  o f p lan s  for a n y  g u a ra n te e d  b en efits  (as  
d efin ed  by th e  A ct) in e x c e s s  o f th e  p la n s ’ n et assets , lim ited  
to  3 0 %  of th e  C o rp o ra tio n ’s n et w orth  a t th e  tim e  o f te rm in a ­
tion. S u ch  liability fo r g u a ra n te e d  b en efits  (w hich  is g en e ra lly  
less th an  v e s ted  b en efits ) a t J a n u a ry  1, 1 9 7 7  is not read ily  
d e te r m in a b le ;  h o w e v e r ,  v e s te d  b e n e f its  fo r  c e r ta in  
C o m p a n y -s p o n s o re d  p lans a t th a t d a te , a s su m in g  such  ves t­
ed  b en efits  w e re  fun d ed  a t a  curren t ann u ity  ra te  of 7 ½ % , 
e x c e e d e d  th e  m a rk e t v a lu e  o f th e  p la n s ’ a ssets  by ap p ro x i­
m a te ly  $ 1 0 ,2 0 0 ,0 0 0 . A sse ts  e x c e e d e d  v e s te d  liabilities a t th e  
7 ½ %  in terest assu m p tio n  in th e  o th e r C o m p an y -s p o n s o re d  
plans.

TR W  INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (in part) —  

S u b stan tia lly  all e m p lo y e e s  o f th e  C o m p a n y  a n d  its d om estic  
a n d  C a n a d ia n  sub s id ia ries  a n d  certa in  e m p lo y e e s  of o th er  
in tern atio na l sub s id iaries  a re  c o v e red  by o n e  or m o re  o f s e v ­
era l p en s io n  p lan s . P en s io n  e x p e n s e , w h ich  is a ccru ed  and  
fu n d ed , inc ludes c u rren t costs  and  am o rtiza tio n  o f prior s e r­
v ice  liabilities o v e r period s  from  ten  to  thirty  y e a rs .

Pension Pians— T o ta l p en s io n  e x p e n s e  fo r 1 9 7 7  w a s  
$ 7 0 .9  m illion a n d  fo r 1 9 7 6  w a s  $ 6 3 .3  m illion. T h e  in c reased  
cost in 1 9 7 7  resu lted  princ ipally  from  b en e fit in c re as e s  w hich  
b e c a m e  e ffec tive  in 1 9 7 7  re la ted  to  p lan  c h a n g e s  a n d  from  
co m p en satio n  in c re as e s  to  e m p lo y e e s .

A s of D e c e m b e r 3 1 , 1 9 7 7 , th e  ac tu a ria lly  c o m p u ted  v a lu e  
o f v e s ted  b en efits  o f ce rta in  p en s io n  p la n s  w a s  e s tim a te d  to  
e x c e e d  th e  m a rk e t v a lu e  o f p lan  ass e ts  by $ 1 5 8  m illion and , 
as  to  th e  rem a in in g  p lans, a ssets  w e re  es tim a te d  to  b e  $ 6  
m illion in e x c es s  o f th e  a c tu aria lly  c o m p u ted  v a lu e  o f ves ted  
b en efits . S u ch  e x c e s s e s  a n d  d e fic ien c ies  m a y  not b e  o ffset 
a g a in s t e a c h  o th e r.

T h e  fo reg o in g  am o u n ts  a re  b as e d  upon  th e  va lu a tio n  of 
p en s io n  fund as s e ts  a t q u o ted  m a rk e t p rices a t D e c e m b e r  
3 1 , 1 9 7 7  and  a c tu aria l v a lu a tio n s  o f v e s te d  b en efits  (g e n e r­
ally as  o f J a n u a ry  1, 1 9 7 7 ) u p -d a te d  th ro u g h  D e c e m b e r 31 , 
1 9 7 7 .



260 Section 3: Income Statement
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W ALT D ISN EY PR O D U C TIO N S (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3: Pension Plans— T h e  C o m p a n y  con tribu tes  to v a ri­
o u s  d o m e s tic  tru s te e d  p e n s io n  p la n s  u n d e r u n io n  a n d  
ind ustry -w ide  a g re e m e n ts . C o ntrib u tion s  a re  b as e d  on th e  
hours w o rked  by o r g ro ss w a g e s  paid  to  c o v e red  e m p lo y e e s . 
T h e  C o m p a n y  h as  no p as t se rv ic e  liability u n d er th e s e  p lans.

T h e  C o m p a n y  h as  p en s ion  p lan s  co verin g  sub stan tia lly  all 
of its d o m estic  e m p lo y e e s  not c o v e red  by union  o r industry  
p en s io n  p lan s . T h e  p la n s  a re  fu n d e d  by C o m p a n y  a n d  
e m p lo y e e  p ay m e n ts  to  a  trust a d m in is te red  by a  b ank. A t 
J u n e  3 0 ,  1 9 7 7 , th e  d a te  o f th e  la test a c tu aria l e v a lu a tio n , th e  
m a rk e t v a lu e  o f th e  fu n d ’s a ssets  e x c e e d e d  th e  ac tu aria lly  
c o m p u ted  v e s ted  b en efits  by $ 4 ,9 3 9 ,0 0 0 . In O c to b e r 1 9 7 6 , 
th e  C o m p a n y  p rep a id  to th e  trust th e  ac tu aria lly  co m pu ted  
p ast s e rv ice  liability o f th e  p lans as  o f J u n e  3 0 , 1 9 7 6 , in the  
a m o u n t o f $ 4 ,3 3 5 ,0 0 0 . T h is  a m o u n t is b e ing  a m o rtize d  to  
e x p e n s e  o v e r tw e lv e  y e a rs . T h e  C o m p a n y  h as  a lso  e s ta b ­
lished a  n on -q ua lified  a n d  u nfun ded  key  e m p lo y e e  re tirem en t 
plan  provid ing  fo r C o m p a n y  and  d o m estic  e m p lo y e e  c o n ­
t r ib u t io n s . T h e  a m o u n t  a c c ru e d  u n d e r  th is  p la n  w a s  
$ 5 ,8 1 0 ,0 0 0  at S e p te m b e r 3 0 , 1 9 7 7  ($ 4 ,3 5 5 ,0 0 0 — 1 9 7 6 ); th e  
actu aria lly  c o m p u ted  u n accru ed  p as t se rv ic e  liability a t th e  
d a te  o f  th e  la te s t  c o m p u ta t io n  w a s  a p p r o x im a te ly  
$ 4 ,3 0 0 ,0 0 0 .

T h e  a g g re g a te  cost o f all th e s e  p lans w a s  $ 4 ,6 6 8 ,0 0 0  and  
$ 3 ,9 7 4 ,0 0 0  for fiscal y e a rs  1 9 7 7  and  1 9 7 6 , resp ective ly , in­
cluding am o rtiza tio n  o f ac tu aria lly  co m p u ted  prior se rv ice  
costs, w h e re  app licab le , o ve r p eriod s  ranging  to th irty-five  
m o re  y e a rs .

T h e  E m p lo y e e  R e tire m e n t In c o m e  S ecu rity  A ct o f 1 9 7 4  
has  req u ired  certa in  rev is ions to th e  C o m p a n y ’s p en s ion  
p lans. M a n a g e m e n t b e lieves  th e s e  rev is ions will not h ave  a  
m ateria l e ffec t on fu ture  p en s ion  e x p e n s e  o r funding  re ­
q u irem en ts .

LENO X, IN CO RPO R ATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Accounting Policies (in part)
Pension Plans— T h e  C o m p a n y  m a in ta in s  a n d  adm in is te rs  

p en s ion  p lans, in con form ity  w ith  th e  E m p lo y e es  R e tire m e n t  
In co m e S ecu rity  A ct of 1 9 7 4 , coverin g  s a larie d  a n d  in s o m e  
c a s e s  hourly  e m p lo y e e s . T o ta l p en s ion  e x p e n s e  u n d er th e  
p lans fo r 1 9 7 7  a n d  1 9 7 6  w a s  $ 7 6 6 ,0 0 0  and  $ 7 2 0 ,0 0 0 , re ­
spective ly .

T h e  v a lu e  of th e  ass e ts  o f th e s e  p lan s  e x c e e d s  th e  a c tu a ­
rially co m p u ted  p re s e n t v a lu e  o f v e s te d  b en efits . T h e  total 
u nfun ded  prior s e rv ice  cost o f th e s e  p lan s  w e re  ap p ro x i­
m ate ly  $ 8 2 9 ,0 0 0  at D e c e m b e r 3 1 , 1 9 7 7 . P en s ion  e x p e n s e  
inc ludes am o rtiza tio n  of prior se rv ic e  costs o ve r 1 0  y ears . 
T h e  C o m p a n y ’s policy is to fund p en s io n  costs a c cru ed .

C o ntrib u tion s  o f $ 3 9 1 ,0 0 0  in 1 9 7 7  a n d  $ 3 6 3 ,0 0 0  in 1 9 7 6  
w e re  a lso  m a d e  to  p lans jo in tly  a d m in is te re d  by C o m p an y  
and  U n ion  re p resen ta tives .

M ER C K & CO., INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Accounting Policies
Pension Plans— C u rren t s e rv ic e  costs, as  d e te rm in e d  on  

an  a c tu aria l b asis , a re  a c c ru ed  a n d  fu n d e d  curren tly . Prior 
s erv ice  costs a re  a m o rtize d  o v e r 2 0  y e a rs  for financ ia l s ta te ­
m en t p urpo ses , and  o v e r 10  y e a rs  for tax  p urpo ses .

Note 8: Pension Plans— In add ition  to  req u ired  g o v e rn m e n ­
tal re tirem en t p lans, th e  C o m p a n y  a n d  certa in  o f its s u b ­
s id iaries  h a v e  p en s io n  p lan s  fo r e lig ib le  e m p lo y e e s . E x p e n s e  
for such  C o m p a n y  a n d  sub s id iary  p lan s  w a s  $ 2 7 ,9 2 2 ,0 0 0  in 
1 9 7 7  a n d  $ 2 5 ,9 1 0 ,0 0 0  in 1 9 7 6 .

A s o f D e c e m b e r 3 1 , 1 9 7 7 , th e  m a rk e t v a lu e  o f as s e ts  o f 
C o m p a n y  and  sub s id iary  p lan s  fu n d ed  th rou gh  tru s te e s  to ­
ta led  $ 2 4 5  m illion, a n d  e x c e e d e d  th e  a c tu a ria l v a lu e  o f ve s t­
ed  b enefits . U n fu n d ed  prior s e rv ice  costs, w hich  a ris e  w h en  
p lans a re  a m e n d e d  to  p ro vid e  in c re as e d  b en efits  for p ast 
y e a rs ’ serv ice , to ta led  $ 3 0 ,4 7 2 ,0 0 0  at D e c e m b e r 3 1 , 1 9 7 7 . 
S u ch  costs a re  being  fun d ed  a s  rap id ly  as  p erm itted  fo r tax - 
d ed uction  p urpo ses .

P en s ion  p lans m a in ta in ed  by foreign  sub s id ia ries  a re  prin ­
c ipa lly  on  an  insured  basis.

STAN D AR D  BR AND S IN C O R P O R ATE D  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Retirement Plans— T h e  C o m p a n y  a n d  its d o m estic  and  in­
te rn a tio n a l sub s id iaries  con tribu te  to s e v e ra l p en s ion  p lans  
co verin g  sub stan tia lly  all e m p lo y e e s  w h o  h a v e  m e t certa in  
a g e  a n d  e x p e rie n c e  re q u irem en ts . T h e  contribu tions a re  
c h a rg e d  to e x p e n s e  a n d  a m o u n ted  to  $ 9 ,9 8 8 ,0 0 0  for 1 9 7 7  
a n d  $ 8 ,0 1 2 ,0 0 0  for 1 9 7 6 , w h ich  inc lude am o rtiza tio n  o f prior 
s erv ice  costs p rinc ipally  o v e r period s  not e x c ee d in g  tw en ty  
y e a rs . T h e  in c re as e d  1 9 7 7  e x p e n s e  resu lted  p rim arily  from  
th e  con solidation  of V a n  N e lle  N .V . P en s io n  costs h a v e  b ee n  
fun d ed  by dep os its  w ith  tru s te e s  o r re s e rv e s  h a v e  b ee n  p ro ­
v ided .

U n fu nd ed  prior s e rv ice  liabilities o f th e  va rio u s  p lan s  d e ­
c lined  from  $ 3 5 ,6 6 0 ,0 0 0  at th e  e n d  of 1 9 7 6  to  $ 3 3 ,0 1 3 ,0 0 0  at 
D e c e m b e r 3 1 , 1 9 7 7 , p rim arily  d u e  to  fav o ra b le  m a rk e t e x ­
p erie n c e . In th e  a g g re g a te , th e  m a rk e t v a lu e  o f p en s io n  fund  
a ssets  a t D e c e m b e r 3 1 , 1 9 7 7 , plus p en s io n  accru a ls , e x ­
c e e d e d  th e  v e s ted  b en efits  p ay a b le  u n d er th e  resp ective  
p lans. T h e  m a rk e t v a lu e s  o f fund  as s e ts  as  o f D e c e m b e r 3 1 , 
1 9 7 7  a n d  1 9 7 6 , w e re  $ 9 9 ,4 2 8 ,0 0 0  (inc lud ing  $ 2 2 ,9 0 0 ,0 0 0  
re la ted  to  V an  N e lle  N .V .)  a n d  $ 7 4 ,6 0 8 ,0 0 0 , resp ective ly .

Amortization Period Of Unfunded Prior Service 
Costs Changed

JAN TZEN  INC. (AUG)

NOTES TO FINANCIAL STATEMENTS

Note 1 (in part): Summary o f Significant Accounting 
Policies:

Pension Plans— T h e  C o m p a n y ’s policy is to fund  p en s ion  
costs  ac c ru ed , including a m o rtiza tio n  o f p as t se rv ic e  costs
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o v e r a p p ro x im a te ly  3 0  y e a rs . S u ch  a m o rtiza tio n  w a s  pro ­
v ided  o v e r 17  y e a rs  for 1 9 7 6 . (S e e  N o te  6 .)

Note 6: Employee Profit Sharing, Retirement and Incentive 
Plans— T h e  C o m p a n y  a n d  certa in  of th e  sub s id ia ries  h ave  
e s ta b lish e d  profit sharin g , thrift a n d  p en s io n  p lan s  w h ich  p ro ­
v ide  re tirem en t b enefits .

P rovis ions u n d er th e  c o m b in ed  profit sharing  a n d  thrift p lan  
w e re  $ 1 6 2 ,0 5 0  fo r 1 9 7 7  and  $ 4 4 3 ,5 4 8  for 1 9 7 6 . T h e  C o m ­
p a n y ’s reg u la r contribu tion  is 2 5 %  of e m p lo y e e  in vestm ents  
in th e  p lan  up to  6 %  o f e m p lo y e e  c o m p e n s a tio n . In 1 9 7 6  th e  
B o ard  o f D irec tors  a u th o rize d  an  add itio n a l C o m p a n y  c o n ­
tribution e q u a l to 6 3 %  o f e m p lo y e e  in ves tm en ts  up  to  6 %  of 
e m p lo y e e  c o m p e n s a tio n ; no  ad d itio n a l c o n trib u tio n  w a s  
m a d e  in 19 7 7 .

Provis ions for re tire m e n t u n d er th e  n on -co ntrib u tory  p en ­
sion p lan  a m o u n ted  to  $ 7 6 7 ,6 5 8  in 1 9 7 7  and  $ 3 6 6 ,0 1 2  in
1 9 7 6 . Im p ro v e d  b en e fits  aris in g  fro m  1 9 7 7  p lan  a m e n d ­
m en ts , less th e  e ffe c t o f th e  c h a n g e  from  1 7  to  3 0  y e a rs  in th e  
a m o rtiz a tio n  p e r io d  o f u n fu n d e d  p a s t s e rv ic e  co s ts , in ­
c re a s e d  p en s io n  e x p e n s e  b y  a p p ro x im a te ly  $ 4 1 6 ,0 0 0  in
1 9 7 7 , and  th e re b y  red uced  n et in c o m e  by a p p ro x im ate ly  
$ 2 1 6 ,0 0 0  ($ .1 2  p e r s h a re ). U n fu n d ed  p as t se rv ic e  costs as  of 
J a n u a ry  1, 1 9 7 7 , a fte r g iving e ffec t to  th e  1 9 7 7  p lan  a m e n d ­
m en ts , w e re  a p p ro x im a te ly  $ 2 ,5 5 0 ,0 0 0 .

T h e  C o m p a n y ’s incen tive  co m p e n s a tio n  p lan  p ro vides for 
incen tive  p ay m e n ts  to e x e cu tiv e  e m p lo y e e s , th e  a g g re g a te  o f 
w hich  is lim ited to  1 0 %  of th a t portion o f con so lid ated  inco m e  
b efo re  inco m e ta x e s , profit sharing  and  thrift p lan  contribution  
w hich  e x c e e d s  1 4 %  of con so lid ated  s to ckh o ld ers ’ equ ity  a t 
th e  b eg inn ing  of th e  y e a r. P rovis ions fo r incen tive  p aym en ts  
a m o u n ted  to $ 4 0 4 ,7 0 5  fo r 1 9 7 6 ; no provision  w a s  m a d e  in 
1 9 7 7 .

Amounts In Excess Of Current Period Accrued 
Costs Funded

JO Y M AN U FAC TU R IN G  C O M PAN Y (SEP)

STATEMENT OF ACCOUNTING POLICIES

Pensions— T h e  p are n t co m p a n y , its U .S . sub s id iaries , and  
c e rta in  n o n -U .S . s u b s id ia rie s  p ro v id e  re tire m e n t b en e fits  
u n d er a  varie ty  o f p en s ion  p lan s . W h ile  th e  m ajority  of th e  
U .S . s a larie d  e m p lo y e e s  a re  c o v e red  by p lans w hich  req u ire  
e m p lo y e e  contribu tions, th e  p lan s  coverin g  hourly  e m p lo y e e s  
a n d  c e r ta in  o th e r  s a la r ie d  e m p lo y e e s  d o  n o t re q u ir e  
e m p lo y e e  contribu tions. C e rta in  n o n -U .S . sub s id ia ries  do  not 
d ir e c t ly  p ro v id e  re t ir e m e n t  b e n e f its  b u t c o n tr ib u te  to  
g o v e rn m e n t-a d m in is te re d  p lans b as e d  upon th e  regulations  
of th e  p articu lar country. J O Y  also  con tribu tes  to  certa in  
m u lti-em p lo yer p lan s  w hich  a re  not s p o n so red  by J O Y .

P en s io n  costs for p lan s  s p o n so red  by J O Y  a re  ac tu aria lly  
c o m p u te d  b a s e d  p rin c ip a lly  u po n  p ro je c te d  b e n e fit  co s t 
m eth o d s . P en s io n  e x p e n s e  inc ludes th e  a m o rtiza tio n  of prior 
s erv ice  costs p rinc ipally  o v e r 4 0  y e a rs . J O Y ’S policy w ith  re ­
sp e c t to  sp o n so red  p lan s  is to  fund p en s io n  costs  a c cru ed .

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10: Pensions— P e n s io n  e x p e n s e  a m o u n te d  to  
$ 9 ,6 3 8 ,0 0 0  in 1 9 7 7  and  $ 8 ,0 3 9 ,0 0 0  in 1 9 7 6 . T h e  in c re as e  in

p en s ion  e x p e n s e  w a s  p rim arily  a ttrib u tab le  to  im p ro vem en ts  
in b en efits  u n d er certa in  m a jo r p lans, h ig h e r co m p en satio n  
leve ls  a n d  a  revision  in a c tu aria l a s s u m p tio n s  u n d er a  m ajo r  
contribu tory  p lan  to re flect h ig h er a n tic ip a ted  co m p en satio n  
levels.

S in c e  e n a c tm e n t o f th e  E m p lo y e e  R e tire m e n t In c o m e  
S ecu rity  A ct o f 1 9 7 4  (E R IS A ), m a n a g e m e n t h as  ta k e n  affir­
m a tiv e  ac tion , w ith  re s p e c t to th e  p en s io n  p lan s  in th e  U .S ., to  
co m ply  w ith  its req u ire m e n ts . A d ditional a m e n d m e n ts  and  
c h a n g e s  w e re  m a d e  in certa in  p lan s  during  fiscal 1 9 7 7  to fully  
com ply  w ith  E R IS A . T h e s e  c h a n g e s  did not h a v e  a  s ign ificant 
im pact on  th e  provision  for p en s ion  e x p e n s e , funding  of p en ­
sion costs o r un fun ded  v e s te d  benefits .

T h e  a c tu a ria lly  e s tim a te d  v a lu e  o f v e s te d  b en e fits  e x ­
c e e d e d  th e  total of th e  m a rk e t v a lu e  o f p en s io n  fun ds  and  n et 
b a la n c e  s h e e t a c cru a ls  by a p p ro x im a te ly  $ 1 8 ,6 0 4 ,0 0 0  as  of 
S e p te m b e r 3 0 , 1 9 7 7 . T h e  v a lu e  o f v e s te d  b en efits  w a s  c o m ­
p uted  using in teres t ra tes  and  m ortality  a ssu m p tio n s  as  p u b ­
lished by th e  P en s io n  B en e fit G u a ra n ty  C o rp o ra tio n , a  U .S . 
g o v e rn m e n ta l a g e n c y  c re a te d  u n d er E R IS A .

T h e  ac tu aria lly  es tim a te d  u n funded  prior s e rv ice  cost of 
J O Y ’S p en s io n  p lan s  at S e p te m b e r 3 0 , 1 9 7 7  w a s  ap p ro x i­
m a te ly  $ 6 0 ,5 1 4 ,0 0 0 . In add ition  to  th e  funding  of p en sion  
c o s ts  a c c ru e d , J O Y  e le c te d  to  fu n d  $ 4 ,1 3 6 ,0 0 0  a n d  
$ 2 ,0 4 4 ,0 0 0  in fiscal 1 9 7 7  a n d  1 9 7 6 , resp ective ly . T h e s e  a d d i­
tional contribu tions, w hich  h ad  no e ffec t on  fiscal 1 9 7 7  or 
1 9 7 6  p en s ion  e x p e n s e , a re  included in p rep a id  e x p e n s e s  
and  dep os its  a n d  a re  a v a ila b le  to  o ffset fu tu re  funding  re ­
q u ire m e n ts  o f th e  p lans.

Funding Deficiency

M AR H O EFER  PACKING  C O M PAN Y, INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies:
Pension and Retirement Plans— T h e  c o m p a n y  a n d  its 

s u b s id ia ry  h a v e  p en s io n  p la n s  c o v e rin g  s u b s ta n tia lly  all 
union a n d  nonun ion  e m p lo y e e s . P en s io n  p lan  e x p e n s e  co v ­
ers  norm al costs, in terest on un fun ded  prior se rv ic e  costs  
and  a m o rtiza tio n  o f prior s e rv ice  costs  o ve r a  fo rty -year  
p eriod . S e e  N o te  5  for c u rren t funding  policy.

Note 5: Retirement Plans— P e n s io n  e x p e n s e  fo r fisca l 
1 9 7 7  a n d  1 9 7 6  a m o u n ted  to  $ 8 0 0 ,0 0 0  and  $ 6 4 2 ,0 0 0 , re s p e c ­
tively . T h e  in c re as e  is p rinc ipally  d u e  to  in c reased  b enefits  
g ra n te d  hourly  e m p lo y e e s  u n d er th e  existing  union  a g re e ­
m ent.

T h e  a c tu aria lly  co m p u ted  v a lu e  o f v e s te d  b en efits  u nd er  
th e  p lans e x c e e d e d  th e  p la n s ’ a ssets  (a t m arke t) and  b a la n c e  
s h e e t a ccru a ls  on N o v e m b e r 1, 1 9 7 6 , th e  d a te  o f th e  m ost 
recen t ac tu aria l report, by $ 2 ,6 5 8 ,0 0 0 . T h e  u n fun ded  prior 
s erv ice  costs e x c e e d e d  th e  p la n s ’ ass e ts  (at m a rk e t) and  
b a la n c e  s h e e t  a c c ru a ls  a t th a t  d a te  b y  a p p ro x im a te ly  
$ 4 ,7 0 6 ,0 0 0 . E ffec tive  N o v e m b e r 1, 1 9 7 6 , th e  p lan s  w e re  
a m e n d e d  to  co m ply  w ith  th e  E m p lo y e e  R e tire m e n t Inco m e  
S ecu rity  A ct o f 1 9 7 4 . In add ition , a c tu aria l a ssu m p tio n s  w e re  
rev ised  to  re flect curren t p lan  conditions and  m o re  recen t 
e x p e rie n c e  o f th e  p lan s . T h e  a m e n d m e n ts  a n d  c h a n g e s  in 
assu m p tio n s  did not m a te ria lly  a ffec t p en s io n  e x p e n s e ; h o w ­
e v e r, un fun ded  v e s te d  b en e fits  a n d  prior s e rv ice  costs w e re
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sub stan tia lly  re d u ced  by an  in c re as e d  in teres t ra te  a s s u m p ­
tion.

P en s io n  e x p e n s e  fo r 1 9 7 2 , 1 9 7 4 , 1 9 7 5  and  1 9 7 6  h as not 
b ee n  fu n d ed . A s  a  resu it, at N o v e m b e r 1, 1 9 7 6 , th e  p lans did  
not m e e t an  In tern a l R e v e n u e  S e rv ic e  fun din g  g u id e lin e  by  
a p p ro x im a te ly  $ 1 ,5 1 7 ,0 0 0 . O n  N o v e m b e r 1, 1 9 7 6  th e  c o m ­
p an y  e n te re d  into an  a g re e m e n t w ith  th e  union to  correc t this  
und erfun d ing  s itu a tio n . By th e  te rm s  o f th e  a g re e m e n t, b e ­
g inning  in fiscal 1 9 7 7 , th e  curren t y e a r ’s norm al cost and  
in teres t o n  th e  u n fu n d ed  prior s e rv ice  costs  a re  fu n d e d  a n n u ­
a lly in period ic  ins ta lm en ts . In add ition , th e  funding  d efic iency  
is b e ing  fun d ed  o v e r 2 0  y e a rs  a n d  th e  re m a in in g  unfunded  
prior se rv ic e  costs o v e r 4 0  y e a rs . T h is  funding  a rra n g e m e n t  
com p lies  w ith  th e  E m p lo y e e  R e tire m e n t In c o m e  S ecu rity  A ct 
o f 1 9 7 4  funding  req u ire m e n ts . T h e  c o m p a n y  is s im ilarly  fu n d ­
ing th e  nonun ion  p lan . T h e  portion o f th e  1 9 7 8  p aym en ts  
rep resen tin g  funding  of th e  O c to b e r 2 9 , 1 9 7 7  b a la n c e  s h e e t  
liability h as  b ee n  c lass ified  as  a  cu rren t liability.

Pension Plan Overfunded

REXHAM  C O R PO R ATIO N  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1. Summary of Significant Accounting and Reporting 
Policies

Income and Expense: T h e  provision  fo r p en s ion s  is b ased  
on g e n e ra lly  a c c ep ted  a c tu aria l cost m eth o d s  a n d  a s s u m p ­
tions. A  portion o f th e  a m o u n ts  a ccru ed  m a y  not b e  p aid  d u e  
to th e  fav o ra b le  funding  s ta tus  o f certa in  p lans; am o u n ts  un ­
p aid , if any , will b e  am o rtize d  o ve r a  te n -y e a r  p eriod  as  a  
reduction  o f p en s io n  e x p e n s e .

Note 3. Pensions— U n d e r th e  C o m p a n y ’s noncontributory  
p en s ion  p lan s  fo r hourly  e m p lo y e e s  a n d  con tribu tory  p lans  
fo r s a la r ie d  e m p lo y e e s , re tire m e n t b e n e fits  a re  p ro vid ed  
g e n e ra lly  a t a g e  s ixty-five.

A n n u a l p en s ion  e x p e n s e  fo r ce rta in  p la n s , to th e  e x ten t it 
e x c e e d s  am o u n ts  req u ired  to  b e  fu n d ed  u n d er th e  1 9 7 4  P e n ­
sion R e fo rm  A ct, is be in g  am o rtize d  o v e r te n -y e a r  p eriods  
from  th e  d a te  such  e x c e s s  a m o u n t is iden tified . A  n et o ver- 
funding  o f th e  p lan s  resu lting  from  th e  a llocatio n  o f p ension  
a ssets  in con nection  w ith  th e  sp in -o ff o f th e  C o m p a n y  from  
R ie g e l P a p e r C o rp o ra tio n  in 1 9 7 2  is b e in g  am o rtize d  th rou gh  
1 9 8 1 . D e fe rre d  C red its— P e n s io n s  inc lu de  th e  u n am o rtized  
portions o f such  e x c e s s  a n n u a l p en s io n  e x p e n s e  a n d  net 
o v e rfu n d in g . P e n s io n  e x p e n s e  fo r fisca l 1 9 7 7  a n d  1 9 7 6  
a m o u n ted  to  $ 8 8 3 ,0 0 0  a n d  $ 9 1 4 ,0 0 0 , resp ective ly , a fte r th e  
a m o rtiza tio n  d es c rib e d  a b o v e .

A t th e  la test va lu a tio n  d a te , th e  a c tu aria lly  co m p u ted  v a lu e  
o f v e s te d  b en efits  e x c e e d e d  p en s io n  fun d  ass e ts  for certa in  
p lan s  by a p p ro x im a te ly  $ 1 ,2 0 0 ,0 0 0 ;  h o w e v e r, total p en sion  
fund as s e ts  e x c e e d e d  th e  a c tu aria lly  co m p u ted  v a lu e  o f 
v e s te d  b en efits  for th e  c o m b in ed  p lan s  by ap p ro x im a te ly  
$ 3 ,2 5 0 ,0 0 0 .

Pension Plan Amended

THE NARDA MICROWAVE CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Pension Plan. T h e  C o m p a n y  a n d  its sub s id ia ries  h a v e  a  
n o n -c o n tr ib u to ry  p e n s io n  p la n  c o v e r in g  s u b s ta n tia lly  a ll 
e m p lo y e e s . T h e  P lan  is fu n d ed  th rou gh  ac tu aria lly  co m p u ted  
p ay m e n ts  to a  tru s tee . In 1 9 7 7 , th e  P lan  w a s  a m e n d e d  to  be  
m o re  fully in teg ra ted  w ith  b en efits  p ro vid ed  by th e  S o cia l 
S ecu rity  Act. T h e  c h a n g e , w h ich  m in im a lly  re d u c e s  fu ture  
re tire m e n t b en efits , h as  e lim in ated  all rem a in in g  un fun ded  
p as t se rv ic e  costs  ($ 6 4 3 ,0 0 0  a t J u n e  3 0 , 1 9 7 6 ). O n  J u n e  2 7 , 
1 9 7 7 , th e  In tern a l R e v e n u e  S e rv ic e  issued  a  fav o ra b le  Letter  
o f D e term in a tio n  app ro v in g  th e  a m e n d e d  plan.

Note 6: Pension Plan— In 1 9 7 7  th e  C o m p a n y  a m e n d e d  its 
p en s ion  p lan  (s e e  n o te  1). T h e  e ffec t o f th e  a m e n d m e n t w a s  
to  in c re as e  n e t in c o m e  by a p p ro x im a te ly  $ 5 2 ,0 0 0 . N o rm al 
p en s ion  costs c h a rg e d  to e a rn in g s  in 1 9 7 7  w e re  $ 1 8 2 ,0 0 0  
($ 2 3 1 ,0 0 0  in 1 9 7 6 ). P as t se rv ic e  costs ($ 7 1 ,0 0 0  in 1 9 7 6 )  
w e re  e lim in ated  in 1 9 7 7 . A s  o f J a n u a ry  1, 1 9 7 7 , th e  latest 
va lu a tio n  d a te , th e  total ass e ts  o f th e  P lan  e x c e e d e d  th e  
actu aria lly  co m p u ted  v a lu e  o f v e s te d  b en efits .

Pension Plan Statement

E. I. DU PO NT DE NEM O U R S & C O M P A N Y  (DEC)

NOTES TO FINANCIAL STATEMENTS 
(D o lla rs  in m illions, e x c e p t p e r s h a re )

Note 16: Pensions— T h e  P en s io n  a n d  R e tire m e n t P lan  of 
E. I. du  P o nt d e  N e m o u rs  & C o m p a n y  is a  n on contributory  
p la n  w h ic h  c o v e r s  s u b s ta n t ia l ly  a ll p a r e n t  C o m p a n y  
e m p lo y e e s . T h e  n u m b e r o f p en s io n  rec ip ien ts  a t D e c e m b e r  
3 1 , 1 9 7 7 , w a s  3 4 ,4 7 2 .

T h e  cost o f th e  P lan  is d e te rm in e d  on  th e  b as is  o f vario us  
actu aria l a s su m p tio n s  a n d  p ro ced u res  including: a  6 %  a s ­
s u m e d  ra te  o f fu tu re  e a rn in g s  on P en s io n  T ru st assets ; rec ­
ognition , as  ap p ro p ria te , o f a  portion o f th e  u n rea lize d  a p ­
p rec iatio n  e x p e c ted  o v e r th e  long te rm  in th e  co m m o n  stock  
p o rtfo lio; C o m p a n y  e x p e r ie n c e  w ith  re s p e c t to  m o rta lity , 
tu rno ver, and  se lec tion  o f re tire m e n t options; ad v a n c in g  p ay  
sca les ; a n d  am o rtiza tio n  o f u n fun ded  p rior se rv ic e  cost o v e r a  
2 0 -y e a r  p eriod . T h e  cost so  d e te rm in e d  w a s  $ 2 6 0 .2  in 1 9 7 7  
a n d  $ 2 1 2 .8  in 1 9 7 6 . T h e  in c re a s e  in cost fo r 1 9 7 7  is d u e  to  
th e  im p act o f h ig h e r p ayro lls  a n d  libera liza tio n s  o f P lan  b e n ­
efits.

T h e  C o m p a n y ’s p ractice  is to  fund to ta l p en s ion  e x p e n s e  in 
a  P en s io n  T ru s t m a in ta in e d  in con junction  w ith  th e  P lan ; c o n ­
tributions to th e  T ru st a re  d ed u c tib le  fo r F e d e ra l in c o m e  tax  
p u rp o ses  and  T ru s t in c o m e  is e x e m p t from  such  tax e s .
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Statement of Changes 
In Pension Trust Fund Assets 

(assets at amortized cost plus accrued income)
1977

Total Assets at January 1................ $2,297.5 $2,
Add: Company contributions...........  260.1

Income from investments, in­
cluding net gain or loss on
disposition..............................  159.7

2,717.3 2,
Deduct: Pension payments..............  147.2
Total Assets at December 3 1 .......... $2,570.1 $2,
Comprised of:

Cash, accrued income, and U.S.
Government obligations......  $ 390.2 $

Corporate obligations.................. 518.7
Common stocks........................... 1,661.2 1

1976
125.9
212.7

79.4
418.0
120.5
297.5

122.5
767.1
407.9

T h e  T ru st h eld  no securities  o f th e  C o m p a n y  o r affiliated  
c o m p a n ie s . T h e  a g g re g a te  m a rk e t v a lu e  o f T ru st ass e ts  w a s  
ab o u t eq u a l to cost a t D e c e m b e r 3 1 ,  1 9 7 7 . S in c e  th e  P en s ion  
T ru s t Fun d  is not th e  p ro perty  of th e  C o m p a n y , it is not in­
c luded  in th e  con so lid ated  finan c ia l s ta te m e n ts .

P en s io n  c o v e ra g e  for e m p lo y e e s  o f th e  C o m p a n y ’s c o n ­
so lid a ted  sub s id iaries  is p ro vid ed , to  th e  e x te n t d e e m e d  a p ­
p ro p ria te , th rou gh  p lan s  m a in ta in e d  by th e  re sp ective  c o m ­
p an ies . O b lig a tio n s  u n d er such  p lan s  a re  s y s tem atica lly  p ro ­
v ided  fo r by d ep os iting  fun ds w ith  tru s tees , u n d er insu ran ce  
polic ies, o r by boo k  re s e rve s . C h a rg e s  to  con so lid ated  in­
c o m e  fo r p lans o f th e s e  con so lid ated  sub s id iaries  w e re  $ 3 7 .0  
in 1 9 7 7  and  $ 3 0 .8  in 1 9 7 6 .

A t D e c e m b e r 3 1 , 1 9 7 7 , th e  a m o u n t o f u n fun ded  vested  
liability w a s  es tim a te d  at $ 6 9 3 .0 .  T h e  e s tim a te d  v a lu e  o f un ­
fu n d e d  p rio r s e rv ic e  c o s t, w h e th e r  v e s te d  o r not, w a s  
$ 1 ,2 8 8 .1 .

Pension Plan Adopted

T h e  C o m p a n y  h as  u n fun ded  re tire m e n t a n d  d ea th  b en efit 
con trac ts  w ith  certa in  o fficers  and  k e y  e m p lo y e e s . R e tire ­
m en t a n d  d ea th  b en e fit costs  o f th e s e  con trac ts  a g g re g a te d  
$ 3 4 ,0 0 0  in 1 9 7 7  a n d  $ 1 8 0 ,0 0 0  in 1 9 7 6 .

H E W LETT-PA C K AR D  C O M PAN Y (OCT)

NOTES TO FINANCIAL STATEMENTS
Note 5: Pension and profit sharing retirement plans—  

S u bstan tia lly  all e m p lo y e e s  a re  c o v e red  u n d er vario u s  p e n ­
sion  a n d  profit sh arin g  re tire m e n t p lan s . In 1 9 7 7 , th e  C o m ­
p a n y  a d o p te d  a  S u p p le m e n ta l P e n s io n  P lan  fo r its U .S . 
e m p lo y e e s , e ffec tive  N o v e m b e r 1, 1 9 7 6 , w hich  su p p le m e n ts  
th e  existing  U .S . D e fe rre d  P ro fit-S h arin g  R e tire m e n t P lan . 
T h e  ado ption  of th e  p lan  c a u s e d  a  reduction  in 1 9 7 7  net 
earn in g s  of a p p ro x im a te ly  $ 5 .9  m illion, o r 21 cen ts  a  s h are . 
S e e  p a g e  2 6  for th e  e ffec t on  interim  p eriod s . C o ntrib u tion s  to  
th e  existing  U .S . D e fe rre d  P ro fit-S h arin g  R e tire m e n t P lan  a re  
d iscretio nary  on  th e  part o f th e  B oard  o f D irectors; h o w ever, 
th e  S u p p le m e n ta l P en s io n  P lan  req u ires  th e  C o m p a n y  to  
m a k e  contribu tions to  a s s u re  th e  s p ec ified  m in im u m  re tire ­
m en t benefits .

Prior to  th e  ado ption  o f th e  S u p p le m e n ta l P en s ion  P lan , all 
fo re ig n  and  d o m estic  p en s io n  and  d e fe rre d  profit sharing  
p lans w e re  es s en tia lly  fully fu n d ed . S in c e  p ast se rv ic e  costs  
incident to  th e  S u p p le m e n ta l P en s ion  P lan  can n o t b e  d e ­
ducted  in o n e  y e a r  fo r financ ia l o r U .S . ta x  p urpo ses , th e  
C o m p a n y  n ow  h as  an  un fun ded  p en s io n  liability. A t O c to b e r  
3 1 , 1 9 7 6 , th e  d a te  o f th e  P la n ’s va lu a tio n , th e  u n fun ded  past 
s erv ice  cost w a s  a p p ro x im a te ly  $ 6 9  m illion. P as t serv ice  
costs a re  being  fu n d ed  a n d  a m o rtize d  o ve r 3 0  y e a rs . T h e  
C o m p a n y  p lans to c o n tin u e  fully funding  all p lans e x c e p t th e  
S u p p le m e n ta l P en s ion  P lan  w hich  will b e  fu n d ed  as  d e ­
scrib ed  a b o ve .

T o ta l e x p e n s e s  fo r w o rld w id e  profit sharing  re tire m e n t and  
p en s ion  p lans w e re  $ 3 7 .5  m illion in 1 9 7 7  and  $ 1 7 .8  m illion in 
1 9 7 6 .

ETHAN ALLEN , INC. (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note E: Retirement Plan and Related Matters— Effective  
O c to b e r 3 , 1 9 7 6 , th e  C o m p a n y  e s tab lish ed  a  tru s teed  n o n ­
c o n tr ib u to ry  re t ire m e n t  p la n  c o v e r in g  s u b s ta n tia lly  a ll 
e m p lo y e e s  w h o  m e e t spec ified  a g e  and  se rv ic e  req u ire ­
m en ts . T h e  C o m p a n y ’s policy is to  fund  th e  a ccru ed  re tire ­
m en t cost. R e tire m e n t e x p e n s e , b as e d  on ac tu aria l c a lcu la ­
tions, a g g re g a te d  $ 1 ,2 0 0 ,0 0 0 , w hich  inc ludes am o rtiza tio n  of 
past s e rv ice  costs  o v e r 3 0  y e a rs . A ctu aria l assu m p tio n s  in­
c lude, am o n g  o th e r th ings, an  a n n u a l contribu tion  o f 1 %  of 
b a s e  s a la ry  o f c o v e red  e m p lo y e e s  to th e  C o m p a n y ’s profit 
sharing  and  s tock b on us  p lan . A t O c to b e r 3 , 1 9 7 6 , th e  es ti­
m a te d  v a lu e  o f u nfun ded  v e s te d  b en efits  w a s  $ 3 ,0 0 0 ,0 0 0  
a n d  o f u n fu n d e d  p a s t s e rv ic e  co s ts  w a s  a p p ro x im a te ly  
$ 6, 100,000.

T h e  C o m p a n y  m a in ta in s  a  non -co ntrib u tory  profit sharing  
and  stock b onus p lan  and  tw o  of its sub s id iaries  e a c h  m a in ­
ta in s  a  n on -co ntrib u tory  p ro fit-sh aring  p lan . C o ntrib u tion s  to  
th e  p lans, w hich  a re  m a d e  at th e  d iscretion  o f th e  C o m p an y  
o r th e  a p p licab le  sub s id iaries , a g g re g a te d  $ 4 8 0 ,0 0 0  in 1 9 7 7  
a n d  $ 9 8 7 ,0 0 0  in 1 9 7 6 .

Pension Plan Terminated

DICTAPH O N E CO R PO R ATIO N  (DEC)

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Pension Plans— P e n s io n  cos ts , inc lu d in g  p rior s e rv ic e  
costs w h ich  a re  be in g  a m o rtize d  princ ipally  o v e r a  th irty -year  
p eriod , a re  a ccru ed  on th e  basis  of a c c ep ted  ac tu aria l cost 
m eth o d s  and  a re  be in g  fun d ed  to  th e  e x te n t a llo w a b le  as  
curren t tax  d ed uction s  u n d er th e  In tern a l R e v e n u e  C o d e .

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Pension Plans— T h e  c o m p a n y  and  its sub s id ia ries  h a v e  a  
n u m b e r o f tru s teed  and  insured  p en s io n  p lans for qualified  
e m p lo y e e s , including certa in  e m p lo y e e s  in fo re ig n  countries . 
T h e s e  p lan s  p rovide for th e  p ay m e n t o f re tire m e n t b en efits  
b a s e d  on  e a rn in g s , y e a rs  o f s e rv ic e  a n d  a tta in m e n t  of 
spec ified  a g e s . T h e  am o u n ts  c h a rg e d  to  in co m e u n d er th e  
p lans for th e  y e a rs  1 9 7 7  and  1 9 7 6  w e re  $ 1 ,3 2 8 ,0 0 0  and  
$ 1 ,0 6 1 ,0 0 0 , resp ective ly . A t D e c e m b e r 3 1 , 1 9 7 7 , unfunded  
liability for p rior s e rv ic e  costs a n d  u n fun ded  v e s te d  liability
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a p p ro x im a te d  $ 7 4 5 ,0 0 0  a n d  $ 1 2 8 ,0 0 0 ,  re s p e c tiv e ly . T h e  
$ 1 ,9 4 5 ,0 0 0  d e c re a s e  in un fun ded  prior s e rv ice  costs  from  
1 9 7 6  to 1 9 7 7  is p rim arily  a ttrib u tab le  to th e  te rm in a tio n  o f th e  
p en s ion  p lan  coverin g  hourly  e m p lo y e e s  of th e  B ridgeport 
m an u fac tu rin g  p lant.

Supplemental Payments to Retired Employees

REXNO RD INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5: Pension Plans— T h e  c o m p a n y  a n d  its sub s id iaries  
h av e  p en s ion  p lan s  co verin g  sub stan tia lly  all e m p lo y e e s . 
T o ta l p en s ion  e x p e n s e , w hich  inc ludes a m o rtiza tio n  o f prior 
s erv ice  cost p rinc ipally  o v e r forty  y e a rs , w a s  $ 1 5 ,0 6 6 ,0 0 0  in 
1 9 7 7  and  $ 1 1 ,0 2 0 ,0 0 0  in 1 9 7 6 . T h e  c o m p a n y ’s policy is to  
fund p en sion  costs ac c ru ed . T h e  a c tu aria lly  c o m p u ted  v a lu e  
of v e s te d  b en efits  for th e  p lan s  e x c e e d e d  th e  am o u n ts  in the  
fun ds a n d  b a la n c e  s h e e t a c cru a ls  by $ 3 1 ,1 5 4 ,0 0 0  as  o f th e  
d a te  o f th e  la te s t a v a ila b le  a c tu a r ia l re p o rts , g e n e ra lly  
N o v e m b e r 1, 1 9 7 6 .

In N o ve m b e r, 1 9 7 7 , th e  c o m p a n y  an n o u n c e d  th e  e s ta b ­
lishm ent o f s u p p le m e n ta l m o n th ly  p ay m e n ts  to b e  m a d e  to  
e m p lo y e e s  w h o  h ad  retired  prior to  1 9 7 2 . T h e  ac tu aria lly  
c o m p u ted  p resen t v a lu e  o f such  p ay m e n ts  (ap p ro x im a te ly  
$ 1 ,4 0 0 ,0 0 0 )  w a s  c h a rg e d  to  e x p e n s e  d uring  1 9 7 7 .

COMPENSATORY PLANS

In add ition  to  p en s ion  p lan s  (T a b le  3 -8 )  and  “trad itio n a l” 
stock option a n d  p u rch a s e  p lans (p a g e s  2 2 6 -2 3 3 ) ,  m an y  
c o m p a n ie s  d isc losed  th e  e x is te n c e  o f c o m p e n s a to ry  p lan s  of 
th e  n a tu re  ind icated  in T a b le  3 -9 . APB Opinion No. 25 s ta tes  
in part:

8 . P lan s  th a t do  not p o ssess  th e  fo u r characteris tics  
of n o n co m p e n s a to ry  p lan s  a re  c lass ified  as  c o m p e n ­
sato ry  p lans. S in c e  th e  m a jo r princ ip les  of C h a p te r  13B  
o f ARB No. 43 a re  not c h a n g e d , c lassification  as  a  
c o m p e n s a to ry  p lan  d o e s  not n ec e s s a rily  req u ire  tha t 
co m p en satio n  cost b e  re c o g n ized .

10 . Measuring Compensation for Services. C o m ­
p en sa tio n  for s e rv ices  th a t a  corpo ra tion  re c e iv e s  as  
con s ideration  fo r s tock issued  th rou gh  e m p lo y e e  stock  
option , p u rch ase , and  a w a rd  p lans should  b e  m e a ­
su red  by th e  q u o ted  m a rk e t p rice o f th e  s tock a t th e  
m e a s u re m e n t d a te  less th e  a m o u n t, if any , th a t th e  
e m p lo y e e  is req u ired  to  p ay. T h a t is th e  p rincip le  in 
C h a p te r 13 B  o r ARB No. 43 w ith  tw o  m odifications; (a ) 
th e  m e a n in g  o f fa ir v a lu e  of stock fo r c o m p e n s a to ry  
p lan s  is n arro w ed  a n d  (b ) th e  m e a s u re m e n t d a te  for 
p lan s  w ith  a  v a ria b le  n u m b e r o f s h a re s  of s to ck  o r a  
v a ria b le  option o r p u rch a s e  price  is d if fe re n t . . .

T h u s  a  corpo ra tion  re c o g n ize s  c o m p e n s a tio n  cost 
for stock issued  th rou gh  c o m p e n s a to ry  p lans un less  
th e  e m p lo y e e  p ays  an  a m o u n t th a t is at least e q u a l to  
th e  q uo ted  m a rk e t p rice  o f th e  stock at th e  m e a s u re ­
m e n t d a te .

TABLE 3-9: COMPENSATORY PLANS

Inventive compensation plan

Number of Companies 
1977 1976 1975 

145 138 145
1974

93
Stock award plan................. 73 41 N/C N/C
Profit-sharing plan................ 68 90 130 118
Savings fund plan................. 26 37 27 30
Deferred compensation 

agreement ...................... 24 50 56 88

N/C —  Not Compiled.

12. Accruing Compensation Cost. C o m p en s a tio n  
cost in s tock option , p u rch a s e , and  a w a rd  p lans should  
b e re c o g n ized  as  an  e x p e n s e  o f o n e  o r m o re  p erio d s  in 
w hich  an  e m p lo y e e  p erfo rm s s erv ices  and  a lso  as  part 
o r all o f th e  con s id eratio n  rece ived  for stock issued  to  
th e  e m p lo y e e  th rou gh  a  p lan . T h e  g ran t o r a w a rd  m a y  
s p e c ify  th e  p e r io d  o r  p e r io d s  d u r in g  w h ic h  th e  
e m p lo y e e  p erfo rm s serv ices , o r th e  p eriod  o r p eriods  
m a y  be inferred  from  th e  te rm s  o r fro m  th e  past p attern  
of g ran ts  o r a w a rd s  (ARB No. 43, C h a p te r  13B , p a ra ­
g rap h  14; APB Opinion No. 12, Omnibus Opinion- 
1967, p a ra g ra p h  6 ).

14 . If stock is issued in a  p lan  b e fo re  s o m e  o r all of 
th e  s e rv ices  a re  p erfo rm ed , part o f th e  con s ideration  
reco rd ed  for th e  stock issued  is u n e a rn e d  c o m p e n s a ­
tion a n d  should  b e  sho w n  as  a  s e p a ra te  reduction  of 
s to c k h o ld e rs ’ e q u ity . T h e  u n e a rn e d  c o m p e n s a tio n  
should  b e  a c co u n ted  fo r a s  e x p e n s e  of th e  p eriod  or 
period s  in w hich  th e  e m p lo y e e  p erfo rm s  serv ice .

1 6 . Accounting for Income Tax Benefits. A n  
e m p lo y e r corpo ra tion  m a y  o bta in  an  in co m e ta x  b en efit 
re la ted  to  stock issued  to  an  e m p lo y e e  th rou gh  a  stock  
option , p u rch a s e , o r a w a rd  p lan . A  corpo ra tion  is usu ­
ally  entitled  to a  d ed uction  for in co m e ta x  p u rp o ses  of 
th e  a m o u n t th a t an  e m p lo y e e  reports  as  o rd in ary  in­
c o m e , a n d  th e  d ed uction  is a llo w a b le  to th e  corporation  
in th e  y e a r  in w h ich  th e  a m o u n t is inc lu dab le  in th e  
gross inco m e of th e  e m p lo y e e . T h u s , a  ded uction  for 
in co m e tax  p u rp o ses  m a y  d iffer from  th e  re la ted  c o m ­
p en sa tio n  e x p e n s e  th a t th e  corpo ra tion  reco g n izes , 
and  th e  d ed uction  m a y  b e  a llo w a b le  in a  p eriod  th a t 
differs from  th e  o n e  in w h ich  th e  corpo ra tion  reco g ­
n izes  co m p en satio n  e x p e n s e  in m e a s u rin g  n e t inco m e.

2 0 . T h is  O p in ion  ap p lie s  to all s tock option , p u rch ase , 
a w a rd  and  b on us  rights g ra n te d  by an  e m p lo y e r corpo ­
ration to an  ind ividual e m p lo y e e  a fte r D e c e m b e r 3 1 , 
1 9 7 2  u n d er both ex isting  a n d  n ew  a rra n g e m e n ts  a n d  to  
reductions o f in co m e ta x e s  resu lting  from  d ed uction s  
as  o f a  d a te  a fte r D e c e m b e r 3 1 ,  1 9 7 2  th a t a re  re la ted  to  
s to c k  o p tio n , p u rc h a s e , a w a rd , a n d  b o n u s  rig h ts  
g ran ted  b efo re  as  w e ll as  a fte r th e  e ffec tive  d a te  o f this  
O pin ion .

E x a m p le s  o f c o m p e n s a to ry  p lan  d isc lo su res  fo llow s.
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Incentive Compensation Plans

DANA CO R PO R ATIO N  (AUG)

NOTES TO FINANCIAL STATEMENTS
Additional Compensation Plans— D a n a  h as  vario u s  ad d i­

tional co m p en satio n  p lan s  coverin g  m a n y  o f its e m p lo y e e s . 
M ost of th e s e  e m p lo y e e s  p artic ip a te  in ind ividual incentive  
p lans, g ro up  incen tive  p lans and  S can lo n  p lans. P ay -o u ts  
u n d er th e s e  p lans a re  c o m p u ted  u n d er va rio u s  fo rm u las  rec ­
o g n iz in g  in c re as e d  productiv ity  and  im p ro ved  p erfo rm a n c e . 
A d ditional co m p en satio n  e a rn e d  by D a n a  e m p lo y e e s  u nd er  
th e s e  p lans am o u n ted  to  $ 4 0 ,6 4 5 ,0 0 0  and  $ 3 2 ,3 7 8 ,0 0 0  in 
1 9 7 7  a n d  1 9 7 6 , resp ective ly .

C e rta in  o fficers  and  o th e r key  e m p lo y e e s  p artic ip a te  in an  
add itio na l co m p en satio n  p lan . U n d e r th e  p lan , if con so lid ated  
n et in co m e for th e  fiscal y e a r  e x c e e d s  6 %  of con so lid ated  
sto ckh o ld ers ’ equ ity  th en , a t th e  d iscretion  o f th e  B oard  of 
D irectors , an  a m o u n t e q u a l to  6 %  o f such  e x c es s  m a y  b e  
accru ed  for add itio na l co m p e n s a tio n . T h e  p lan  g e n e ra lly  p ro ­
v ides tha t, a t th e  option  o f th e  co m p e n s a tio n  co m m itte e  c o m ­
prised  o f outs ide  d irectors  o f th e  B o ard , a w a rd s  m a d e  to  
partic ip an ts  m a y  b e  paid  out in cash  o r d e fe rre d  a n d  la te r  
paid  in c ash  o r in s h a re s  o f th e  C o m p a n y ’s co m m o n  stock. 
D e ferre d  a w a rd s , e x p re ss e d  in “units” o f th e  C o m p a n y ’s 
co m m o n  stock, a re  cred ited  w ith  am o u n ts  e q u iv a le n t to  d iv ­
iden ds  on  co m m o n  stock. In 1 9 7 7  D a n a  a w a rd e d  $ 2 ,5 8 7 ,0 0 0  
in s u c h  c o m p e n s a tio n  a n d  in 1 9 7 6  a w a rd s  a g g re g a te d  
$ 1 ,9 0 6 ,0 0 0 ;  1 1 ,8 2 4  and  1 2 ,8 7 8  s h a re s  of D a n a ’s co m m o n  
stock h eld  in tre a s u ry  w e re  issued  a n d  am o u n ts  e q u iv a le n t to  
d iv id end s  of $ 2 3 1 ,0 0 0  and  $ 1 8 4 ,0 0 0  w e re  cred ited  to  d e fe r­
red a w a rd s  in 1 9 7 7  and  1 9 7 6 , resp ective ly . T o ta l c h a rg e s  to  
e x p e n s e  relating  to th e  p lan  a m o u n ted  to  $ 4 ,8 3 3 ,0 0 0  in 1 9 7 7  
and  $ 3 ,8 5 9 ,0 0 0  in 1 9 7 6 . A t A u gu st 3 1 , 1 9 7 7 , 2 6 3 ,7 7 0  c o m ­
m on s h a re s  held  in tre a s u ry  w e re  reserved  fo r issu an ce  
u n d er this plan.

H U M A N A INC. (AUG)

NOTES TO FINANCIAL STATEMENTS
Note 4: Incentive Compensation and Stock Bonus 

Plans— T h e  C o m p a n y  h as  in c e n tiv e  c o m p e n s a tio n  p lan s  
coverin g  certa in  e m p lo y e e s , s o m e  o f w h o m  a re  d irectors  and  
officers . T h e  p lan s  provide fo r m ax im u m  p ay m e n ts  o f 3 0 %  to  
5 0 %  of th e  e m p lo y e e ’s b as e  s a la ry  b as e d  upon ac tu a l p e r­
fo rm a n c e  m e a s u re d  ag a in s t financ ia l o b jec tives  es tab lish ed  
by th e  C o m p en s a tio n  C o m m itte e  of th e  B oard  of D irec tors  of 
th e  C o m p an y . A m o u n ts  c h a rg e d  to e x p e n s e  u n d er th e s e  
p lan s  w e re  $ 1 ,0 3 0 ,0 0 0  for 1 9 7 7  and  $ 6 0 0 ,0 0 0  for 1 9 7 6 .

In J a n u a ry  1 9 7 6  th e  sto ckho lders  a p p ro v e d  a  s tock bonus  
plan  w h e re b y  hospita l adm in is tra to rs  m a y  b e  g ra n te d  sh ares  
of H u m a n a  co m m o n  stock hav in g  a  v a lu e  eq u iv a le n t to 2 0 %  
to 3 0 %  of incen tive  co m p e n s a tio n  e a rn e d  p ursu ant to p lans  
d escrib ed  in th e  p reced in g  p a ra g ra p h . S u ch  p erc e n ta g e s  
m a y  in c re as e  to  a  m ax im u m  of 5 0 %  if an  ad m in is tra to r c o n ­
tin u e s  to a c h ie v e  c e rta in  o p e ra tin g  o b je c tiv e s . S h a re s  
a w a rd e d  u n d er this p lan  a re  d e liv e ra b le  o v e r a  fiv e -y e a r  
period  and  a n y  s h a re s  not d e live red  a re  fo rfe ited  if th e  a d ­
m in is tra to r’s e m p lo y m en t is te rm in a te d . C o m p en s a tio n  is 
re c o g n ized  in e a c h  of such  five  y e a rs  as  s h a re s  a re  d e liv ­
e re d . C h a rg e s  to e x p e n s e  u n d er this p lan  h a v e  not b een  
m ateria l.

IN TE R N A TIO N A L PAPER C O M PAN Y (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10: Incentive Plans— T h e  C o m p a n y  h as  a  Profit Im ­
p ro v e m e n t P lan  u n d er w hich  a  m a x im u m  of 7 5 0 ,0 0 0  sh ares  
of tre a s u ry  stock m a y  b e  a w a rd e d . U n d e r th e  P lan , w hich  
te rm in a te s  in 1 9 8 0 , co n tin g en t a w a rd s  o f s h a re s  o f co m m o n  
stock, coverin g  a  th re e -y e a r p eriod , a re  g ra n te d  by a  c o m m it­
te e  co m p o s e d  of m e m b e rs  o f th e  B oard  of D irec tors  w h o  a re  
not e lig ib le  for a w a rd s . A w a rd s  a re  e a rn e d  in a n y  y e a r  in 
w hich  earn in g s  p e r s h a re , as  d efin ed , e x c e e d  th e  p re d e te r­
m in ed  profit b as e . T h ro u g h  D e c e m b e r 3 1 , 1 9 7 7 , 2 4 0 ,8 8 2  
sh a re s  h a v e  b e e n  e a rn e d  u n d er th e  p lan , including 2 8 ,1 4 1  
sh a re s  e a rn e d  in 1 9 7 7 , a n d  5 1 ,6 0 1  s h a re s  e a rn e d  in 1 9 7 6 . A t 
D e c e m b e r 3 1 , 1 9 7 7 , a  total of 1 5 4 ,1 6 7  s h a re s  h av e  b een  
con tin gen tly  a w a rd e d  for th e  th re e -y e a r period  end ing  D e ­
c e m b e r 3 1 , 1 9 8 0 .

T h e  C o m p a n y  a lso  has  an  Incen tive  C o m p en s a tio n  P lan . 
P artic ip an ts  include th o se  e m p lo y e e s  w h o  a re  in a  position to  
m a k e  sub stan tia l con tribu tions to  th e  m a n a g e m e n t o f th e  
C o m p a n y . A w a rd s  m a y  b e  m a d e  in a n y  y e a r in w h ich  net 
e a rn in g s , as  d efin ed , e x c e e d  6  p erc e n t o f s h a re  o w n e rs ’ 
equ ity , but a re  lim ited to  th e  lesser a m o u n t of 8  p ercen t of 
such  e x c es s  o r 10  p erc e n t o f th e  cash  d iv id end s  d ec la re d  on  
th e  outs tan d ing  co m m o n  s tock of th e  C o m p a n y  during  the  
y e a r. T h e  a w a rd s  m a y  b e  in c ash , p ay a b le  im m ed ia te ly , or in 
treasu ry  co m m o n  sh a re s , p ay a b le  in th e  fu ture

Provision  for th e  cost o f th e  C o m p a n y ’s tw o  incen tive  p lans  
a m o u n ted  to $7 .1  m illion a n d  $ 1 2 .2  m illion for th e  resp ective  
y e a rs  1 9 7 7  and  1 9 7 6 .

JO Y M AN U FAC TU R IN G  C O M PAN Y (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 12: Incentive Compensation— U n d e r J O Y ’s Incentive  
C o m p en s a tio n  P lan  a m e n d e d  a n d  res ta te d  in 1 9 7 5 , J O Y  is 
s e p a ra te d  into o p e ra tin g  units and  a p p ro p ria te  b a s e s  a re  e s ­
tab lished  for m easu rin g  th e  p erfo rm a n c e  o f e a c h  unit. In cen ­
tive co m p e n s a tio n  for th e  ind ividual partic ip an ts  in e a c h  unit 
is d e te rm in e d  by fo rm u la  u n d er a  p ro ce d u re  issued pursu ant 
to th e  P lan . Incen tive  is a w a rd e d  for m a in te n a n c e  or im ­
p ro ve m e n t o f th e  p e rfo rm a n c e  o f e a c h  o p e ra tin g  unit in e ach  
of th e  fo llow ing a re a s  o f fiscal contro l, w hich  to g e th e r reflect 
th e  total o p era tin g  p e rfo rm a n c e  of th a t unit: R eturn  on  A v e r­
a g e  T o ta l In vestm ent, C o ntro l o f W o rk in g  In ves tm en t and  
C ontro l o f E a rn e d  Profit V o lu m e . T h e  ac tu a l resu lts  a tta in ed  
by th e  unit in e a c h  a re a  fo r th e  y e a r for w hich  incen tive  c o m ­
p en sa tio n  is to b e  c a lcu la ted  a re  c o m p a re d  to th e  a v e ra g e  
p erfo rm a n c e  of th a t unit in e a c h  such  a re a  o v e r th e  latest 
th re e  fiscal y e a rs , in o rd er to  d e te rm in e  th e  re la tive  c h a n g e  in 
th e  unit’s p erfo rm a n c e  for such y e a r fro m  its h istorical p er­
fo rm a n c e . U n d e r th e  form u la , incen tive  co m p e n s a tio n  in­
c re a s e s  as  th e  re la tion sh ip  o f th e  unit’s in ves tm en t a n d  e a rn ­
ings im p ro ves. D e terio ra tio n  in th e  unit’s p erfo rm a n c e  in C o n ­
trol o f W o rk in g  In ves tm en t and  C ontro l of E a rn e d  Profit V o l­
u m e  resu lts  in th e  im position  of a  p en a lty  in com pu tin g  in cen ­
t iv e  c o m p e n s a t io n . U n d e r  th e  p ro v is io n s  o f th e  P la n ,  
$ 2 ,7 7 5 ,0 0 0  in fiscal 1 9 7 7  and  $ 2 ,5 4 7 ,0 0 0  in fiscal 1 9 7 6  w e re  
p rovided  for p ay m e n t o f incentive .
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PAXALL, INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5: Pension and Bonus Plans—The Company has 
noncontributory pension plans which cover substantially all 
hourly and salaried employees. Pension provisions charged 
to income each year for financial reporting purposes are suf­
ficient to cover current costs and prior-service costs amor­
tized over periods not exceeding forty years. Pension ex­
pense was $252,000 in 1976 and $260,000 in 1977.

Unfunded past-service costs as of November 1, 1976, 
were approximately $1,271,000. The actuarially computed 
value of vested benefits for all plans exceeded the total of the 
pension funds’ assets and the Company’s balance sheet ac­
cruals by approximately $784,000 at October 31, 1977.

The Company has a management incentive plan in which 
corporate officers and other selected management personnel 
participate. The provision for incentive compensation is 
primarily based on pretax income in excess of a target return, 
and the payment to any individual is limited to 50% of his 
base salary. The provisions for incentive compensation for 
the years ended October 31 were $184,000 in 1976 and 
$288,000 in 1977.

THE PENN TRAFFIC COMPANY (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7—Pension and Incentive Compensation Plans: The 
Company has several noncontributory retirement plans for 
eligible employees and also contributes to a fund jointly ad­
ministered by management and union representatives.

The total pension expense for all plans for 1977 and 1976 
was $1,015,000 and $997,000, respectively. The Company’s 
policy is to annually fund pension costs accrued.

As of the date of the latest actuarial valuations, the actua­
rially computed value of the vested benefits for certain of the 
Company’s plans exceeded the total of the pension fund as­
sets and the balance sheet accruals by approximately 
$2,934,000 and the Company’s actuaries estimated that the 
amount of the unfunded past service costs was approxi­
mately $3,395,000. All pension plans comply with the provi­
sions of the Employee Retirement Income Security Act.

In 1977, the Company amended its corporate incentive 
compensation program for executives and key employees 
whereby 6% of income before income taxes reduced by an 
amount equal to 16% of beginning consolidated sharehold­
ers’ equity is set aside for the payment of bonuses. The in­
centive bonus was approximately the same as compared to 
the former method of calculation. The amount charged to 
earnings was $198,000 for 1977 and $233,000 for 1976.

SQUIBB CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Incentive Compensation Plan—The Company’s Manage­

ment Incentive Compensation Plan provides for awards to 
officers and key employees in cash and/or stock of the Com­
pany, payable currently or deferred. The plan limits the total 
amount which can be credited in any one year to 6% of that

part of consolidated net income (before taxes on income and 
before provision for incentive compensation) which is in ex­
cess of 9% of consolidated shareholders’ equity. The amount 
charged to income was $4,449,000 in 1977 ($4,779,000 in 
1976).

Profit Sharing Plans

FAIRCHILD CAMERA AND INSTRUMENT 
CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5: Pension and Profit Sharing Plans— Pension ex­
pense charged against operations was $2,400,000 in 1977 
and $1,800,000 in 1976. The benefit formula under two of the 
hourly pension plans was increased in 1977. The pension 
fund assets and the Company’s balance sheet accruals ex­
ceed the actuarially computed value of vested benefits under 
the plans.

The Company has a qualified, noncontributory profit shar­
ing plan for eligible employees of the Company and par­
ticipating subsidiaries. The Company’s contribution to the 
plan, as determined by the Board of Directors, is discretio­
nary but may not exceed 15% of the annual aggregate com­
pensation (as defined) paid to all participating employees. In 
addition, the maximum contribution may not exceed 15% of 
the amount by which Income Before Income Taxes (as de­
fined) for the year exceeds 10% of Shareholders’ Equity (as 
defined).

The Company also has an incentive compensation plan for 
awarding bonuses to certain officers and other key 
employees. The aggregate awards, which may be in cash or 
common stock, shall not exceed 6% of the amount by which 
Income Before Income Taxes (as defined) for the year ex­
ceeds 10% of Shareholders’ Equity (as defined).

There were no contributions to the profit sharing and incen­
tive compensation plans during 1977 and 1976.

GENERAL MILLS, INC. (MAY)

1977 1976

Costs and Expenses:
Costs of s a le s , e x c lu s iv e  of

(in thousands)

items shown b e lo w ................ $ 1 ,7 8 6 ,2 1 0 $ 1 ,6 5 4 ,1 6 9
Depreciation e x p e n s e ................. 4 6 ,2 0 6 4 5 ,0 0 6
Amortization e x p e n s e ................. 1 ,91 9 1,701
Interest e xp e n se ...........................
Contributions to employees' re­

tirement p lans..........................

2 6 ,7 3 9

2 0 ,6 1 7

2 9 ,4 0 0

17,9 03
Profit sharing distribution (Note

1 0 ) ..............................................
Selling, general and adm inistra­

tive expenses ..........................

4 ,2 7 5

7 9 4 ,8 4 6

3 ,5 2 7

6 9 2 ,9 8 5

Total costs and expenses .. . $ 2 ,6 8 0 ,8 1 2 $ 2 ,4 4 4 ,6 9 1

Note 10: Profit-Sharing Plans—General Mills and some 
subsidiaries have certain profit-sharing plans which function 
as incentives. These plans cover key individuals who have
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th e  g re a te s t o pp ortun ity  to con tribu te  to  curren t e a rn in g s  and  
successfu l fu ture  o pera tio n s .

T h e  a w a rd s  u n d er th e s e  p articu lar p lans g e n e ra lly  d ep en d  
on profit p e rfo rm a n c e  in re la tion  to p re -e s ta b lis h e d  goals, 
a n d  a re  m o stly  a v a ila b le  in c ash  sho rtly  a fte r  y e a r -e n d . 
T h e s e  p lan s  a n d  p ay m e n ts  a re  a p p ro v e d  by th e  B oard  of 
D irectors  upon re c o m m e n d atio n  of th e  C o m p en s a tio n  C o m ­
m ittee . T h is  c o m m itte e  consists of D irec tors  w h o  a re  not 
m e m b e rs  o f G e n e ra l M ills ’ m a n a g e m e n t.

SU LLA IR  CO R PO R ATIO N  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6: Profit Sharing Plan— U n d e r th e  S u lla ir C o rp oratio n  
Profit S h arin g  P lan  ap p ro ved  by th e  s h a re h o ld e rs  in April, 
1 9 7 7 , all o f th e  e m p lo y e e s  o f th e  c o m p a n y  a n d  e a c h  of its 
sub s id iaries  p artic ip a te  (g e n era lly  a fte r 6  m o n th s  o f e m p lo y ­
m en t) in th e  profits g e n e ra te d  by th e ir re sp ective  c o m p a n ie s . 
T h e  p lan  is a d m in is te red  by a  co m m itte e  c o m p o s e d  of n o n ­
e m p lo y e e  d ire c to rs  o f th e  c o m p a n y  w h o  d e te rm in e  th e  
am o u n ts  to  b e  d istributed  to  e lig ib le  e m p lo y e e s  u n d er th e  
fo rm u las  e s tab lish ed  a t th e  b eg inn ing  o f e a c h  y e a r.

D istributions u n d er th e  p lan  a re  m a d e  q u arte rly  a n d  m ay  
b e e ith e r in cash  o r in co m m o n  s h a re s  of th e  c o m p a n y , at th e  
discretion  of th e  ad m in is tra tive  c o m m ittee .

P rovis ions u n d er th e  p lan  a m o u n ted  to  $ 2 ,6 4 7 ,4 1 2  in 1 9 7 7  
and  $ 1 ,0 0 6 ,4 8 0  in 1 9 7 6 . D uring  1 9 7 7  a  total o f 6 1 ,9 8 3  c o m ­
m on s h a re s , w ith  a  m a rk e t v a lu e  o f $ 8 7 1 ,6 6 5 , w e re  distrib­
u ted  to e m p lo y e e s ; o f th e s e  s h a re s , 2 5 ,6 8 7 , w ith  a  m arke t  
v a lu e  o f $ 3 0 1 ,9 0 4  w e re  in p a y m e n t o f profit sharing  provided  
in 1 9 7 6 , and  th e  rem ain in g  3 6 ,2 9 6  s h a re s , w ith  a  m arke t 
v a lu e  o f $ 5 6 9 ,7 6 1 , w e re  in p a y m e n t o f profit sharing  provided  
in 1 9 7 7 . T h e  re m a in d e r o f th e  provis ions fo r both y e a rs  h av e  
b ee n  p aid  in c ash .

TE XAS IN STR U M EN TS IN C O R PO R ATED  (DEC)

NOTES TO FINANCIAL STATEMENTS
Profit Sharing and Retirement Plans— T o ta l e x p e n s e  for all 

d efe rre d  profit sh arin g  p lan s  w a s  $ 3 1 ,9 2 5 ,0 0 0  in 1 9 7 7  and  
$ 2 5 ,2 9 6 ,0 0 0  in 1 9 7 6 . U n d e r th e  p lan s , e x c ep t in F ra n c e  
w h e re  a  g o v e rn m e n t-p re s crib e d  fo rm u la  is u sed , th e  a n n u a l 
con tribu tions a re  a  function  o f con so lid ated  a fte r-ta x  return  
on a s sets , a  P e o p le  E ffec tiven ess  In d ex  (d e fin ed  as  consoli­
d a te d  net sa les  billed  d iv ided  by total payro ll) a n d  th e  a g g re ­
g a te  co m p en satio n  of th e  p artic ipants . T o ta l payroll o f T e x a s  
Ins tru m en ts  Inco rp ora ted  a n d  all sub s id iaries  in 1 9 7 7  w as  
$ 7 6 4 ,2 2 4 ,0 0 0 . T h e  a n n u a l contribu tions a re  sub jec t to  a  ce il­
ing o f th e  lesser o f 2 5 %  o f con so lid ated  in co m e b e fo re  profit 
sh arin g  a n d  in co m e ta x e s , o r an  a m o u n t w h ich , to g e th e r w ith  
all p re v io u s  c o n trib u tio n s , d o e s  not e x c e e d  1 5 %  of th e  
c u m u la tive  co m p en satio n  p aid  to  all p artic ipating  e m p lo y e e s  
for all p lan  y e a rs . T h e s e  p lan s  a re  s to ck  b on us  p lan s  u n d er  
w hich  e a c h  y e a r ’s cash  contribu tions a re  invested  in T l c o m ­
m on s tock th rou gh  p u rch a s es  o f o u ts tan d ing  s h a re s  by th e  
tru s tees . D uring  1 9 7 7 , th e  tru s te e s  o f th e  p lan s  p u rch ased  
3 5 0 ,1 7 0  ou ts tan d ing  s h a re s  o f T l co m m o n  stock.

E m p lo y e es  o f th e  c o m p a n y  a n d  certa in  o f its sub s id iaries  
a re  c o v e red  by T l re tirem en t p lans. T h e  c o m p a n y ’s policy is 
to  fund  re tirem en t costs  a n n u a lly . T o ta l e x p e n s e  u n d er th e  
p lan s  w a s  $ 1 8 ,2 2 6 ,0 0 0  in 1 9 7 7  and  1 9 ,3 7 0 ,0 0 0  in 1 9 7 6 , T h e  
d e c re a s e  in 1 9 7 7  e x p e n s e  c o m p a re d  w ith  1 9 7 6  w a s  th e  n et

resu lt o f s e v era l factors , princ ipally  p lan  a m e n d m e n ts  and  
c h a n g e s  in ac tu aria l assum p tio n s . T h e s e  c h a n g e s  had  no 
m ateria l e ffec t on n et in co m e for th e  y e a r.

Performance Share Plans

BEM IS CO M PAN Y, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5—Performance Share Plan: E ffec tive  J a n u a ry  1, 
1 9 7 4 , th e  C o m p a n y  a d o p te d  a  P e rfo rm a n c e  S h a re  P lan  for 
certa in  key  e x e cu tiv e  e m p lo y e e s . T h e  P lan  a u th o rize s  is­
s u a n c e  o f up to  3 1 5 ,0 0 0  p erfo rm a n c e  s h a re  units o v e r a  
1 0 -y e a r p eriod . E a c h  unit is eq u iv a le n t to  o n e  s h a re  o f B em is  
C o m p a n y  co m m o n  stock. U n d e r th e  P lan , exe cu tiv e s  e arn  
the ir a w a rd s  on ly  if th e  c o m p a n y  m e e ts  specific  p erfo rm a n c e  
targets .

P a y m en ts  to partic ip an ts  a re  to be  m a d e  fou r y e a rs  a fte r  
th e  d a te  of th e  aw a rd  in s h a re s  o r c a s h , o r both, in such  
proportion  as  th e  C o m p en s a tio n  C o m m itte e  shall d e te rm in e . 
H o w ev e r, for th e  first a w a rd  period  on ly  a  partia l p a y m e n t of 
up to 2 5 %  w a s  p erm itted  a n d  a  total o f 1 8 ,3 7 4  s h a re s  w e re  
issued in 1 9 7 6 . A  total o f 7 3 ,5 0 0  p e rfo rm a n c e  s h a re s  w e re  
a w a rd e d  in 1 9 7 4  and  7 9 ,5 5 0  in 1 9 7 6 . A d ditional p e rfo rm a n c e  
s h a re s  m a y  b e  a w a rd e d  in th e  y e a rs  1 9 7 8  and  1 9 8 0 . T h e  
cost o f th e  a w a rd s  m a d e  u n d er th e  P lan  is being  c h a rg e d  to  
inco m e o v e r th e  a p p lic ab le  fo u r-y e a r periods; $ 7 0 4 ,0 0 0  w a s  
e x p e n s e d  in 1 9 7 7  and  $ 9 9 5 ,0 0 0  in 1 9 7 6 .

CO LT INDU STR IES INC. (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 8: Incentive Compensation Plans— T h e  C o lt Ind us­

tries Incen tive  P lan , a p p ro v e d  by s h a re h o ld e rs  at th e  1 9 6 5  
a n n u a l m e e tin g , p ro vid es  th a t if n et e a rn in g s  of th e  c o m p a n y  
for an y  y e a r, a fte r d ed ucting  th ere fro m  th e  a m o u n t of all d iv ­
idends accru ing  during  such  y e a r in re sp ect o f p re ferred  
stocks, e x c e e d s  an  a m o u n t e q u a l to  6  p ercen t o f com m o n  
s h a re h o ld e rs ’ a v e ra g e  equ ity  for th e  y e a r, then  th e re  shall 
b e c o m e  a v a ila b le  fo r in c e n tiv e  a w a rd s  fo r th a t y e a r  an  
a m o u n t e q u a l to  6  p ercen t o f e a rn in g s  b e fo re  in co m e tax e s . 
U n d e r  th is  p la n , th e  c o m p a n y  m a d e  c a s h  a w a r d s  o f  
$ 1 ,9 0 3 ,0 0 0 ,  $ 1 ,7 3 1 ,0 0 0 ,  $ 1 ,5 0 5 ,0 0 0 ,  $ 1 ,7 1 9 ,0 0 0 ,  a n d  
$ 1 ,1 2 5 ,0 0 0  for 1 9 7 7 , 1 9 7 6 , 1 9 7 5 , 1 9 7 4 , and  1 9 7 3 , re s p e c ­
tively.

In 1 9 7 7 , th e  s h a re h o ld e rs  a p p ro v e d  th e  1 9 7 7  L o n g -T e rm  
P e rfo rm a n c e  P lan  w hich  p ro vid es  for aw ard in g  p erfo rm a n c e  
s h a re s . U n d e r th is  p lan , p e rfo rm a n c e  s h a re s  o u ts tan d ing  a c ­
c ru e  v a lu e  d ep en d in g  upon n e t e a rn in g s  of th e  c o m p a n y . If 
n et e a rn in g s  in an y  y e a r  a re  less th an  $ 5 0 ,0 0 0 ,0 0 0 , p erfo r­
m a n c e  s h a re s  w ill not a c c ru e  v a lu e . If n e t e a rn in g s  a re  
$ 5 0 ,0 0 0 ,0 0 0  o r m o re , th e  p lan  p ro vid es  th a t e a c h  p erfo r­
m a n c e  s h a re  w ill a c c ru e  $ 5 .0 0  in v a lu e  plus $ .1 5  for e ach  
a d d it io n a l $ 1 , 0 0 0 ,0 0 0  o f n e t e a r n in g s  in e x c e s s  o f  
$ 5 0 ,0 0 0 ,0 0 0  to a  m a x im u m  o f $ 1 2 .5 0 . T h e  c h a rg e  to e a rn ­
ings in 1 9 7 7  to  p ro v id e  fo r a w a rd s  u n d e r th is  p lan  w a s  
$ 1 ,2 4 0 ,0 0 0 .

T h e  p erso n s  to re c e iv e  a w a rd s  u n d er th e s e  p lan s  and  th e  
am o u n ts  th e re o f a re  d e te rm in e d  by a  co m m itte e  consisting  of 
th re e  d irectors , n o n e  o f w h o m  is e lig ib le  to  rec e iv e  an  aw ard .
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PEPSICO, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7 (in part): Capital stock and capital in excess of par 
value— U n d e r th e  1 9 7 2  P e rfo rm a n c e  S h a re  P lan  for key  
e x e c u t iv e  e m p lo y e e s , as  a m e n d e d , th e  C o m p e n s a tio n  
C o m m itte e  o f th e  B o ard  of D ire c to rs  m a y  a w a rd  up  to
1 ,9 5 0 ,0 0 0  p erfo rm a n c e  s h a re  units, e a c h  unit being  lim ited to  
th e  m a rk e t v a lu e  o f a  s h a re  o f P e p s iC o  cap ita l stock on  d a te  
o f g ran t. A  p artic ip an t’s a w a rd  is fo rfe ited  un less h e  rem a in s  
con tin uo us ly  in th e  em p lo y  of P e p s iC o  during  th e  a w ard  
p eriod , e x c ep t in th e  c a s e  o f d ea th , d isab ility , o r e a rly  re tire ­
m e n t a t th e  req u es t o f P e p s iC o . Units a re  not e a rn e d  or paid  
unless P e p s iC o  a c h ie v e s  s ta ted  c u m u la tive  grow th  rates  in 
n et in c o m e  p er s h a re  o v e r th e  fo u r-y e a r p eriod  fo llow ing th e  
a w a rd .

P a y m en ts  m a y  b e  m a d e  in cash , o r in cap ita l stock, or 
co m bin atio n  th e re o f, as  th e  C o m m itte e  d ec id es . By J a n u a ry  
1 9 7 8 , 4 7 7 ,8 7 3  units h ad  b ee n  e a rn e d  by partic ip an ts  und er  
th e  1 9 7 2  and  1 9 7 4  a w a rd s . D uring  1 9 7 6 , add itio na l units  
w e re  a w a rd ed  of w hich  3 8 4 ,3 5 1  units w e re  o u ts tan d ing  at 
D e c e m b e r 3 1 , 1 9 7 7 . T h e  cost o f th e  a w a rd s  m a d e  u n d er th e  
P lan  is being  c h a rg e d  to in co m e ($ 3 ,5 7 7 ,0 0 0  in 1 9 7 7  and  
$ 4 ,3 0 5 ,0 0 0  in 1 9 7 6 ) o v e r th e  a p p lic ab le  fo u r-y e a r period . 
P artic ip an ts  m a y  e le c t in a d v a n c e  to d e fe r rece ip t o f p ay m e n t  
o f aw a rd s .

Stock Bonus Plans

DOYLE DANE BERNBACH INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note H (in part): Capital Stock— O n  F e b ru a ry  2 8 , 1 9 7 7  th e  
B oard  o f D irectors  a d o p ted  a  s tock b on us  p lan  (th e  “A n n iv e r­
sa ry  A w ard  P la n ”) w hich  is d es ig n e d  to  rew ard  e m p lo y e e s  
upon  reach in g  certa in  leve ls  o f co n tin ued  e m p lo y m en t w ith  
th e  R eg is tran t o r its sub s id iaries  as  to 2 ,5 0 0  s h a re s  of c o m ­
m on stock.

U n d e r this p lan  an  e m p lo y e e , upon reach in g  th e  c o m p le ­
tion o f his ten th  y e a r  o f e m p lo y m en t, will b e  a w a rd e d  sh ares  
h aving  a  fa ir m a rk e t v a lu e  o f $ 1 0 0 ;  upon  reach in g  com ple tion  
o f his fifteen th  y e a r  o f e m p lo y m en t will be a w a rd e d  sh a re s  
h aving  a  fa ir m a rk e t v a lu e  o f $ 1 5 0 ;  upon reach in g  com pletion  
of his tw en tie th  y e a r  of e m p lo y m en t w ill b e  a w a rd e d  sh ares  
h av in g  a  fa ir m a rk e t v a lu e  o f $ 2 0 0 ;  a n d  upon reach in g  c o m ­
p letion  o f his tw en ty-fifth  y e a r  o f e m p lo y m en t will b e  a w a rd ed  
s h a re s  h aving  a  fa ir m a rk e t v a lu e  o f $ 2 5 0 . N o  a w a rd s  m a y  be  
g ra n te d  u n d er th is  p lan  a fte r D e c e m b e r 3 1 , 1 9 8 1 . D uring  
1 9 7 7  th e  R eg is tran t a w a rd e d  4 0 2  s h a re s  of its com m o n  
stock.

T h e  fa ir m a rk e t v a lu e  of th e  s h a re s  issued  is co n s id ered  
co m p e n s a tio n  a t th e  tim e  an  a w a rd  is g ra n te d . T h e  c h a rg e  to  
o p era tio n s  for th e  y e a r  e n d e d  D e c e m b e r 3 1 , 1 9 7 7  am o u n ted  
to  $ 7 ,5 9 4 .

EN G ELHARD M IN ERALS & CH EM IC ALS 
CO R PO R ATIO N  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6: Stock options and awards— T h e  C o m p a n y  has  
g ra n te d  co m m o n  s tock op tion s  to key  e m p lo y e e s  u n d er th e  
N o n -Q u a lifie d  S to ck  O p tio n  P lan  o f 1 9 7 6 , provid ing  fo r th e  
g ranting  of co m m o n  s tock options for up  to  7 5 0 ,0 0 0  sh a re s  
prior to  te rm in a tio n  o f th e  p lan  on April 3 0 , 1 9 8 6 , a t th e  a v e r­
a g e  closing  prices o f th e  c o m m o n  s tock during  a  6 0 -d a y  
p eriod  b eg inn ing  3 0  d ays  b efo re  th e  d a te  o f g ran t, but not 
m o re  th an  1 1 5 %  nor less th an  8 5 %  o f th e  a v e ra g e  m arke t 
price  on th e  d a te  o f g ran t. O p tio n s  m a y  b e  m a d e  e x e rc is a b le  
in ins ta llm ents  o v e r th e  option  p eriod , but no o ptions m a y  be  
exe rc is e d  b efo re  o n e  y e a r  o r a fte r ten  y e a rs  from  th e  d a te  of 
grant. C o m m o n  s tock op tion s  a lso  w e re  g ra n te d  in e a rlie r  
y e a rs  u n d er ce rta in  q ua lified  p lan s  te rm in a te d  in 1 9 7 6 , at 
prices e q u iv a le n t to m a rk e t p rices a t d a te  o f g rant, e x e rc is a ­
b le in ins ta llm ents  o v e r a  p eriod  of five y e a rs  from  th e  d a te  o f 
grant; in add ition, options w e re  g ran ted  to  key  e m p lo y e e s  in 
foreign  cou ntries  u n d er s im ila r te rm s  a n d  conditions.

C o m m o n  s to ck  a w a rd s  h a v e  b e e n  g ra n te d  u n d e r th e  
C o m p a n y ’s K ey  E m p lo y e es  S to ck  B onus P lan , provid ing  for 
th e  a w a rd  o f up  to  8 0 0 ,0 0 0  c o m m o n  s h a r e s  to  k e y  
e m p lo y e e s  as  add itional co m p e n s a tio n  for th e ir s e rv ices , not 
e x c ee d in g  1 6 0 ,0 0 0  s h a re s  in a n y  y e a r. T h e  p lan  te rm in a te s  
D e c e m b e r 3 1 , 1 9 8 1 . S h a re s  a w a rd e d  v e s t a t th e  ra te  o f 2 0 %  
a n n u a lly  co m m en c in g  o n e  y e a r from  th e  d a te  of a w a rd , p ro ­
v ided  th e  rec ip ien t is still e m p lo y e d  by th e  C o m p a n y  on  th e  
vesting  d ate .

C h a n g e s  in o u ts tan d ing  s h a re s  u n d er option  and  ava ila b le  
for a w a rd  during  th e  y e a r 1 9 7 7  and  th e  s ta tu s  a t D e c e m b e r  
3 1 , 1 9 7 7  a re  s u m m a rize d  as  follows:

Options:
Outstanding at December 31, 1976 ..................... 400,562
Granted (at $25.36 to $31.50 per share) .......... 330,250
Exercised (at $16.42 to $29.11 per share)........  (129,069)
Cancelled ....................................................................  ( 48,670)
Outstanding at December 31, 1977 (at $16.42 to

$34.17 per share) ..............................................  553,073
Exercisable—

1977 and prior ................................................... 101,533
1978 ...................................................................... 161,852
1979-1981 ........................................................... 289,688

553,073
Available for future grant ........................................ 335,750

Awards:
Available at December 31, 1976 ......................... 644,389
Granted .......................................................................  (160,000)
Cancelled ....................................................................  4,726
Available at December 31, 1977 ......................... 489,115

Earnings in 1977 were charged with $3,762,000, the fair market 
value of the stock awards at the time of the grant, net of cancellations 
(1976— $5,390,000).



Employee Benefit Plans 269

SU PER M A R K ETS G E N E R AL C O R P O R ATIO N  (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Stock Option and Incentive Plans (in part)— O n  J u n e  2 2 ,
1 9 7 7 , th e  s to ckho lders  a p p ro v e d  a  n e w  Long T e rm  Incentive  
P lan . T h e  C o m p a n y ’s 1 9 7 0  S to ck  O ption  a n d  T a n d e m  P lan s  
w e re  s im u ltan eo u s ly  te rm in a te d , but all o u ts tan d ing  options  
and  units p rev iou s ly  a w a rd e d  rem a in  in e ffec t. T h e  n e w  plan  
h as  s e v e ra l c o m p o n en ts : s tock o ptions, o r va rio u s  form s of 
a lte rn a tive  cash  p aym en ts ; a n d  stock incen tive  rights, w hich  
a llo w  th e  h o lders  to re c e iv e  s h a re s  o f c o m m o n  stock upon  
th e  com ple tion  o f incen tive  p erio d s  ran g in g  from  th re e  to five  
y e a rs , w ith ou t a n y  p a y m e n t to  th e  C o m p a n y . D uring  th e  y e a r  
e n d e d  J a n u a ry  2 8 , 1 9 7 8 , 1 2 4 ,2 3 0  o ptions w e re  issued at 
p rices ranging  from  $ 8 .0 0  to  $ 9 .0 0  p er s h a re  a n d  9 4 ,1 3 5  
stock incen tive  rights w e re  a w a rd e d . T h e re  h a v e  not b een  
a n y  c h a rg e s  to in c o m e  w ith  re sp ect to  s tock options. P ro ­
c e e d s  in e x c es s  o f p a r v a lu e  resu lting  from  th e ir e x e rc is e  a re  
cred ited  to  p a id -in  cap ita l. D uring  th e  y e a r  e n d e d  J a n u a ry  28 ,
1 9 7 8 , $ 1 0 9 ,0 0 0  w a s  c h a rg e d  a g a in s t in c o m e  in o rd er to rec ­
o g n ize  th e  p ro p o rtio n ate  s h a re  o f e m p lo y e e  c o m p en satio n  
e x p e n s e  w hich  w ill b e  re c o g n ize d  o ve r th e  s tock incentive  
period .

Deferred Compensation Plans

C O PPER W ELD  C O R PO R ATIO N  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 5: Pension and Incentive Compensation Plans—  
C o sts  of provid ing  re tire m e n t b en efits  u n d er th e  C o rp o ra ­
tio n ’s p en s ion  p lan s  a m o u n ted  to  $ 1 0 ,1 9 5 ,0 0 0  in 1 9 7 7  and  
$ 9 ,2 4 5 ,0 0 0  in 1 9 7 6 .

V e s te d  b en efits  as  o f th e  re sp ective  a n n iv e rs a ry  d ate s  o f 
th e  p lan s  e x c e e d e d  th e  fund as s e ts  a t th o s e  d a te s  by a p p ro x ­
im ate ly  $ 3 4 ,8 0 0 ,0 0 0  in 1 9 7 7  and  $ 3 3 ,6 0 0 ,0 0 0  in 1 9 7 6 . U n ­
fu n d ed  p rior se rv ic e  costs at th e  va luation  d a te s  in 1 9 7 7  w e re  
a p p ro x im a te ly  $ 9 9 ,2 0 0 ,0 0 0 .

O n  O c to b e r 5 , 1 9 7 7  M r. P h illip  H . S m ith  re s ig n e d  as  
C h a irm a n  of th e  B o ard , P res id en t, a n d  C h ie f E xec u tiv e  O f­
fice r o f th e  C o rp o ra tio n , and  th e  C o rp o ra tio n  w ill b e  m aking  
certa in  fu ture  p ay m e n ts  u n d er M r. S m ith ’s prior e m p lo y m en t  
a g re e m e n t. T h e  p re s e n t v a lu e  o f such  fu tu re  p a y m e n ts  
(am o u n tin g  to  $ 1 .2  m illion, o r $ .1 1  p er s h a re  a fte r ta x e s ), 
re p resen tin g  $ 7 5 ,0 0 0  p e r y e a r  for a  p eriod  o f 2 0  y e a rs  and  
add itio na l p ay m e n ts  co m m e n c in g  a fte r J a n u a ry  3 1 , 1 9 8 7 , in 
th e  n a tu re  o f a  p en s io n , h a v e  b ee n  a c c ru ed  a s  o f D e c e m b e r  
3 1 , 1 9 7 7 , and  h a v e  b e e n  inc luded  in se lling  and  a d m in is tra ­
tive  e x p e n s e s  fo r th e  y e a r then  e n d e d . U n d e r M r. S m ith ’s 
e m p lo y m en t te rm in a tio n  a g re e m e n t, th e  C o rp o ra tio n  a lso  
a g re e d  to  certa in  te rm in a tio n  b en efits  to  M r. S m ith , th e  cost 
th e re o f to  b e  e x p e n s e d  as  incu rred . T h e  C o rp o ra tio n  d oes  
not d e e m  th e  cost o f such  o th e r te rm in a tio n  b en efits  to  b e  
m ateria l.

T h e  C o rp o ra tio n  h as  an  E xec u tiv e  Incen tive  C o m p e n s a ­
tion P lan  ad m in is te re d  by a  c o m m itte e  o f th e  B o ard  o f D ire c ­
tors. T h e  P lan  p ro vid es  for incen tive  a w a rd s  to  o fficers  and  
key  e m p lo y e e s  e a c h  y e a r b as e d  on  e a rn in g s  o f th e  C o rp o ra ­

tion a n d  its sub s id ia ries  a n d  d ivis ions. C h a rg e s  to  ea rn in g s  
u n d er th e  P lan  a m o u n te d  to  $ 6 0 4 ,0 0 0  in 1 9 7 7  a n d  $ 6 3 1 ,0 0 0  
in 1 9 7 6 .

HERM AN M ILLER, INC. (MAY)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7: Employee Benefit Pians— T o ta l costs o f th e  v a ri­
ous p lan s  c h a rg e d  a g a in s t in co m e a re  as  follow s:

Year ended May 31, 1977 1976
Pension ..............................................  $ 652,700 $529,000
Profit sharing......  ...........................  240,000 153,500
Deferred compensation..................... 200,300 10,000
Total ................................................... $1,093,000 $692,000

T h e  C o m p a n y  h as  a  n on contributory , d efin ed  b en e fit p e n ­
sion p lan  w h ich  co vers  its fu ll-tim e  e m p lo y e e s  a n d  certa in  
p art-tim e  e m p lo y e e s . D uring  1 9 7 7 , ce rta in  c h a n g e s  w e re  
m a d e  in ac tu aria l assum ption s; h o w e v e r, th e  e ffec t th e re o f  
on curren t p lan  costs is not c o n s id ered  m a te ria l. T h e  a c tu a ­
ria lly  c o m p u te d  v a lu e  o f v e s te d  b e n e fits  o f th e  p la n  at 
J a n u a ry  1, 1 9 7 7 , (th e  d a te  o f th e  la tes t ac tu aria l report) e x ­
c e e d e d  th e  p lan  as s e ts  by a p p ro x im a te ly  $ 6 2 0 ,0 0 0 . T h e  
C o m p a n y ’s consulting  ac tu a ry  e s tim a te s  th a t th e  a m o u n t re ­
q u ire d  to  fun d  th e  p as t s e rv ic e  cost w a s  a p p ro x im a te ly  
$ 4 ,1 0 0 ,0 0 0  at th a t d ate .

S e v e ra l o f th e  C o m p a n y ’s sub s id iaries  h av e  s im ila r p lans. 
T h e  p e n s io n  c o s ts  s h o w n  a b o v e  in c lu d e  a p p ro x im a te ly  
$ 5 9 ,0 0 0  in 1 9 7 7  a n d  $ 2 6 ,0 0 0  in 1 9 7 6  re la ted  to th e s e  p lans.

T h e  C o m p a n y  h as  a  tru s teed  profit sharing  p lan  w hich  
c o v e rs  all e m p lo y e e s  w h o  h a v e  c o m p le te d  o n e  y e a r  of 
e m p lo y m en t. T h e  p lan  p ro vid es  for a n n u a l contribu tions by 
th e  C o m p a n y  of 3 %  of p re ta x  d o m estic  ea rn in g s  o r such  
o th e r am o u n ts  as  m a y  b e  e s tab lish ed  by th e  B o ard  of D ire c ­
tors.

T h e  d e fe rre d  c o m p e n s a tio n  p lan  re p re s e n ts  a  p lan  for c e r­
tain  key  e m p lo y e e s  w h o  a re  not partic ip an ts  in th e  C o m ­
p a n y ’s stock option  p ro g ram . U n d e r this p lan , th e  p artic ipants  
rec e iv e  re tirem en t b en efits  w hich  a re  c o m p u ted  a s  if th e y  had  
rece ived  a n d  exe rc is e d  s tock options; h o w e v e r, no stock is 
actu a lly  issued  or issuab le . F or finan c ia l reporting  p urpo ses , 
th e  e s tim a te d  p re s e n t v a lu e  of fu tu re  re tire m e n t b en efits  to  
be paid  is being  a c c ru ed  o v e r th e  e x p e c te d  te rm  of ac tive  
e m p lo y m en t o f th e  p artic ipants .

ZENITH RADIO  C O R PO R ATIO N  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6 (in part): Profit-sharing, retirement and incentive 
award plans— T h e  C o m p a n y  h as  consulting  a n d  d efe rred  
co m p en satio n  a g re e m e n ts  w ith  ce rta in  o f its o fficers  and  
s en io r m a n a g e m e n t e m p lo y e e s . U n d e r th e  te rm s  of th e s e  
a g re e m e n ts , th e  o fficers  a n d  s en io r m a n a g e m e n t e m p lo y e e s  
will p rovide consulting  s erv ices  to th e  C o m p a n y  for a  period  
of y e a rs  a fte r th e ir norm al re tirem en t. In add ition , on M a y  31 , 
1 9 7 7 , th e  C o m p a n y  e n te re d  into a  s u p p le m e n ta l e m p lo y m en t  
a g re e m e n t w ith  th e  C h a irm a n  of th e  B o ard . Th is  s u p p le m e n ­
tal a g re e m e n t p ro vid es  th a t if th e  C h a irm a n  re m a in s  in th e  
C o m p a n y ’s em p lo y  until M a y  3 1 , 1 9 8 7 , o r if his e m p lo y m en t



270 Section 3: Income Statement

e n d s  prior to M a y  3 1 , 1 9 8 7 , for re a s o n s  o f d ea th , p e rm a n e n t  
d iab ility  o r te rm in a tio n  by th e  C o m p a n y , h e  w ill re c e iv e
2 5 ,0 0 0  sh a re s  o f th e  C o m p a n y ’s co m m o n  stock, its e q u iv a ­
lent in cash  o r a  com b in a tio n  th e re o f. U n d e r ce rta in  o th er  
conditions, if th e  C h a irm a n  d o es  not rem a in  in th e  C o m ­
p a n y ’s em p lo y  for th e  te n -y e a r  period  a n d  d o es  not a ccep t  
e m p lo y m en t w ith  a  com petito r, a  p e rc e n ta g e  d istribution will 
b e m a d e . In 1 9 7 7  a n d  1 9 7 6 , p rovisions of $ .4  m illion and  $ .7  
m illion, resp ective ly , w e re  reco rd ed  fo r th e s e  consulting , d e ­
fe rred  co m p e n s a tio n  a n d  e m p lo y m en t a g re e m e n ts .

Savings Or investment Plans

C U TLER -H AM M ER , INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 4 (in part): Employee Benefit and Incentive Plans—  
E ffe c t iv e  J u ly  1, 1 9 7 7 ,  th e  C o m p a n y  e s ta b l is h e d  th e  
E m p lo y e e s ’ In c e n tiv e  S a v in g s  P la n  fo r c e rta in  e lig ib le  
e m p lo y e e s . T h e  C o m p a n y  m a k e s  re g u la r m onth ly  contribu ­
tions e q u a l to 2 5 %  o f ce rta in  d e fin ed  am o u n ts  o f e m p lo y e e  
contribu tions plus an  a n n u a l add itio na l contribution  b ased  
upon th e  in c re as e  in th e  C o m p a n y ’s n et e a rn in g s  p e r s h a re  
for th e  y e a r. T h e  C o m p a n y ’s contribu tion  during  1 9 7 7  to ta led  
$ 6 2 1 ,0 0 0  w hich  is p a id  o r p ay a b le  in C u tle r-H a m m e r, Inc. 
co m m o n  stock.

D IAM O ND SH AM R O C K  C O R PO R ATIO N  (DEC)

FINANCIAL SUMMARY
Employee Savings Plan— U n d e r th e  C o m p a n y ’s E m p lo y e e  

S av in g s  P lan  e lig ib le  p artic ipating  e m p lo y e e s  m a y  e le c t to 
con tribu te  up to 6 %  of th e ir  s a la rie s  to a  trust for inves tm en t  
in e ith e r a  co rp o ra te  stock fund  (C o m m o n  S to ck  o f th e  C o m ­
p an y ) o r a  g o v e rn m e n t securities  fund. T h e  C o m p a n y  contri­
b u tes  an  a m o u n t e q u a l to 5 0 %  of th e  p artic ip an t’s m onth ly  
c o n trib u tio n , fo r in v e s tm e n t in th e  c o rp o ra te  s to c k  fund. 
C o m p a n y  contribu tions a re  fully v es ted  to  th e  partic ip an t a fte r  
th re e  y e a rs  o f con tin ued  e m p lo y m en t. C o m p a n y  con tribu ­
tion s  to  th e  P lan  a m o u n te d  to  $ 1 ,6 4 1 ,0 0 0  in 1 9 7 7  and  
$ 1 ,8 1 4 ,0 0 0  in 1 9 7 6 .

T h e  P lan  T ru s te e  m a y  p u rch a s e  from  th e  C o m p a n y  sh a re s  
o f th e  C o m p a n y ’s C o m m o n  S tock, for th e  co rp o ra te  stock  
fund, a t a  p rice  e q u a l to  th e  closing m a rk e t p rice  on  th e  N e w  
Y o rk  S to ck  E x c h a n g e  on th e  d a te  o f p u rch a s e . A t D e c e m b e r  
3 1 , 1 9 7 7 , 7 8 8 ,6 1 6  C o m m o n  s h a re s  w e re  reserved  for is­
s u a n c e  u n d er th e  P lan .

O W E N S -ILLIN O IS , INC. (DEC)

FINANCIAL REVIEW
Employee Benefits (in part) — T h e  O w e n s -Illin o is  S tock  

P u rc h a se  and  S a v in g s  P lan  o ffe rs  s a la rie d  e m p lo y e e s  w ith  a  
m in im u m  o f o n e  y e a r  of s e rv ice  th e  opp ortu n ity  to  invest 2 % , 
4 % , 6 % , 8 %  1 0 %  o r 1 2 %  of th e ir  s a la rie s  in an  O w en s-Illin o is  
co m m o n  stock fund, a  g o v e rn m e n t s ecu rities  fund  or a  d ive r­
s ified  stock fund; o r in e q u a l parts  in a n y  tw o  of th e  fun ds . T h e  
C o m p a n y  con tribu tes  an  a m o u n t e q u a l to  5 0 %  of th e  m onth ly  
contribution  (up  to  6 %  of m o n th ly  b a s e  sa la ry ), m a d e  by e ach  
partic ip an t in th e  P lan , such  con tribu tions by th e  C o m p a n y

not to e x c e e d  $ 1 ,5 0 0  p er y e a r  as  to an y  p artic ip an t. C o m p a n y  
contributions, w hich  a re  invested  on ly  in th e  O w en s-Illin o is  
co m m o n  stock fund for th e  p artic ip an t’s accou nt, a re  fully  
v es ted  a fte r 6 0  m o nths o f contribu tions by th e  p artic ipant. A t 
D e c e m b e r 3 1 , 1 9 7 7 , th e re  w e re  a p p ro x im a te ly  9 ,2 0 0  p ar­
tic ipants  in th e  P lan . C o m p a n y  contribu tions to th e  P lan  
a m o u n ted  to $ 3 .7  m illion ($ 2 .2  m illion o f w hich  re p re s e n te d  a  
contribution  o f tre a s u ry  s h a re s ) in 1 9 7 7  a n d  $ 3 .3  m illion ($ 2 .7  
m illion in tre a s u ry  s h a re s ) in 1 9 7 6 .

STANADYN E, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6: Common Stock— U n d e r th e  p ro vis io n s  o f th e  
C o m p a n y ’s s tock in ves tm en t p lan  a p p ro v e d  by th e  s tockho l­
d ers  in M arch  1 9 7 5 , certa in  e x e cu tiv e s  a re  entitled  to  p urch ­
as e , in e a c h  of th e  five  y e a rs  o f th e  p la n ’s duration , s h a re s  of 
th e  C o m p a n y ’s C o m m o n  S to ck  e q u iv a le n t to a  sp ec ified  p er­
c e n ta g e  (no t in e x c e s s  o f 1 0 % ) o f th e  e m p lo y e e ’s b a s e  sa lary  
for th e  p reced in g  fiscal y e a r. T h e  p u rch a s e  price  o f th e s e  
s h a re s  shall b e  th e  m a rk e t v a lu e  on th e  a w a rd  d a te . F o r e a c h  
s h a re  so  p u rch ased  th e  C o m p a n y  will a w a rd  th e  partic ipant, 
w ith ou t cost, o n e  add itio na l s h a re  o f C o m m o n  S tock. S to ck  
certifica tes  for th e  a w a rd e d  s h a re s  a re  held  in th e  custod y  of 
th e  C o m p a n y  p en d in g  d e live ry  to th e  partic ip an ts . D e livery  
will b e  m a d e  a fte r a  p eriod  of five  y e a rs  from  th e  a w a rd  d a te  
p rovided  th e  partic ip an t re m a in s  in th e  e m p lo y m en t o f th e  
C o m p a n y  for such  p eriod  o f tim e . U n d e r certa in  conditions, 
d elive ry  o f th e  s h a re s  fre e  o f th e  lim itations a n d  conditions of 
th e  p lan  m a y  b e  m a d e  ea rlie r. U p  to 7 5 ,0 0 0  tre a s u ry  sh ares  
a re  a u th o rized  to  b e  issued  u n d er th e  p lan .

D uring  1 9 7 7  and  1 9 7 6  partic ip an ts  u n d er th e  p lan  p u r­
ch a s e d  2 ,7 1 2  s h a re s  and  2 ,9 0 5  s h a re s  (includ ing  8 0 0  and  
1 ,4 4 5  on  th e  o p e n  m arke t) resp ective ly , o f th e  C o m p a n y ’s 
C o m m o n  S to ck and  th e  C o m p a n y  a w a rd e d  to such  p artic i­
pan ts  an  e q u a l n u m b e r of sh a re s . T h e  m a rk e t v a lu e  o f th e  
s h a re s  a w a rd e d  ($ 7 0 ,0 0 0  a n d  $ 6 3 ,0 0 0  in 1 9 7 7  a n d  1 9 7 6 , 
resp ective ly) h as b ee n  c h a rg e d  to  c o m p e n s a tio n  e x p e n s e  in 
th e  y e a r  a w a rd e d . T h e  e x c e s s  ($ 3 8 ,0 0 0  a n d  $ 4 4 ,0 0 0  in 1 9 7 7  
and  1 9 7 6 , resp ective ly) o f m a rk e t v a lu e  o v e r cost o f treasu ry  
sh a re s  issued  h as  b ee n  cred ited  to  cap ita l in e x c es s  o f p ar  
va lu e . T h e re  rem a in  5 9 ,9 8 7  tre a s u ry  s h a re s  re s e rve d  fo r is­
s u a n c e  u n d er th e  plan.

TABLE 3-10: DEPRECIATION METHODS

Number of Companies 
1977 1976 1975 1974

Straight-line........................... 559 567 567 563
Declining balance................. 67 66 80 71
Sum-of-the-years digits......
Accelerated method-not

34 37 46 45

specified ......................... 60 71 73 74
Unit of production................ 40 41 38 35
Sinking fund........................... 1 1 1 1
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DEPRECIATION EXPENSE

P a ra g ra p h  5  of APB Opinion No. 12 s tipu lates  th a t both the  
am o u n t o f d ep rec ia tio n  e x p e n s e  a n d  m etho d  or m eth o d s  of 
d ep rec ia tio n  should  b e  d isc losed  in th e  financia l s ta tem en ts  
or in n o tes  th ere to . P a ra g ra p h  5, C h a p te r 9 C  of Accounting 
Research Bulletin No. 43 d e fin es  d ep rec ia tio n  accounting  
(th e  p ro cess  of a llocating  th e  cost of productive  facilities o ver  
th e  e x p e c ted  useful lives o f th e  facilities) as  “a  system  of 
accou nting  w hich  a im s  to d istribute th e  cost o r o th er basic  
v a lu e  o f tan g ib le  cap ita l assets , less s a lv a g e  (if a n y ), o ver th e  
e s tim a te d  useful life of th e  unit (w hich  m ay  b e  a  group  of 
a ssets ) in a  sys tem atic  and  rational m a n n e r. It is a  p ro cess  of 
a llocatio n , not o f v a lu a tio n .” If th e  d ep rec ia tio n  m eth o d s  used  
for tax  p urp o ses  an d , for financia l s ta te m e n t reporting  differ, 
APB Opinion No. 11 req u ires  tha t th e  in co m e tax  e x p e n s e  
sho w n  in a  c o m p a n y ’s financia l s ta te m e n ts  reflect th e  tax  
effects  o f such a  d iffe rence .

T a b le  3 -1 0  s u m m a rize s  th e  m eth o d s  of d ep rec ia tio n  used  
to  a llo ca te  th e  cost of productive  facilities. E x a m p le s  o f d e ­
p reciation  e x p e n s e  d isc losures a re  p resen ted  b elo w  and  in 
property , p lant and  e q u ip m e n t o f S ection  2  o f th is  book.

Straight Line Method

ALCO  STAND ARD CO R PO R ATIO N  (SEP)

1977 1976
Costs and Expenses
Cost of goods sold............................ $ 1 ,008 ,251 ,895  $ 858,136,264
Selling and administrative................ 152,538,464 127,914,899
Depreciation, depletion and amorti­

zation............................................  9,303,580 7,546,724
Interest...............................................  7,241,657 6,520,668

$1,177,335,596 $1,000,118,555

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Depreciation and Amortization— T h e  C o m p a n y  com p u tes  
d ep rec ia tio n  by th e  stra igh t-line  m etho d  o ve r th e  useful lives  
of buildings (2 0 -4 5  y e a rs ) and  m a c h in e ry  and  e q u ip m e n t  
(3 -2 0  y e a rs ). T h e  cost o f coa l dep os its  and  m in e  d ev e lo p ­
m en t is ca p ita lize d  and  am o rtize d  by units of production  
b as e d  on total es tim a te d  coal reserves .

EM PIRE G AS CO R PO R ATIO N  (JUN)

1977 1976
Operating Expenses

Selling, general, and administra­
tive........................................... $25,306,353 $20,175,369

Depreciation.................................  3,583,919 3,514,593
Interest.........................................  1,749,912 1,446,380

Property, Plant and Equipment and Depreciation—  
P roperty , p lant and  e q u ip m e n t is s ta ted  a t cost. D ep rec ia tio n  
ch a rg e d  to o p era tio n s  for financia l s ta te m e n t p urpo ses  is 
com pu ted  by th e  s tra igh t-line  m etho d  o ve r th e  fo llow ing esti­
m ated  useful lives:

Buildings.................................................................................. 20-40 years
Storage facilities..................................................................  33 years
Consumer service facilities................................................. 25 years
Transportation equipment....................................................  4-10 years
Office and other equipment...............................................  10 years

E xp en d itu res  w hich  sign ificantly  in c re as e  v a lu e s  o r ex ten d  
useful lives a re  c a p ita lized . E x p en d itu res  for m a in te n a n c e  
and  rep a irs  a re  ch a rg e d  to e x p e n s e  as  incurred . U p on  sa le  or 
re tirem en t of p ro perty , p lan t and  e q u ip m e n t, th e  cost and  
re la ted  acc u m u la te d  d ep rec ia tio n  a re  e lim in ated  from  th e  re ­
s p ec tive  accou nts  a n d  th e  resu lting  g ain  o r loss is inc luded  in 
curren t earn in g s .

C o sts  o f installing c o n s u m e r s e rv ice  fac ilities  a re  a d d e d  to  
p ro perty , p lant and  eq u ip m e n t. W h e n  th e  e q u ip m e n t is re ­
m o ved  from  c u s to m e r’s p rem ises , th e  installation  costs, re ­
d uced  by ac c u m u la te d  d ep rec ia tio n , a re  c h a rg e d  to  e x p e n se .

THE FLINTKO TE CO M PAN Y (DEC)

Statements of Changes in Financial Position

1977 1976
(In Thousands of Dollars)

Funds provided from:
Income from continuing opera­

tions.......................................  $20,809 $10,040
Items not affecting working capi­

tal:
Depreciation and depletion.. 19,633 20,224
Provision for loss on disposal

of Middlebranch plant... —  3,200
Deferred income taxes........  677 660

41,119 34,124
Discontinued pipe operations ... —  (35)

Funds provided from op­
erations......................  $41,119 $34,089

NOTES TO FINANCIAL STATEMENTS 
Summary of Significant Accounting Policies (in part) 
Property, Plant and Equipment— P ro p e rty , p la n t a n d  

e q u ip m e n t a re  s ta ted  a t cost. A n n u a l d ep rec ia tio n  is provided  
on th e  g ro up  co m p o s ite  basis , using th e  stra igh t-line  m etho d , 
g en e ra lly  a t th e  fo llow ing rates: Land fixtu res , 4  to 5 % ; B uild ­
ings, 2 ½  to 5 % : M ac h in e ry , e q u ip m e n t a n d  furn iture , 4  to  
1 2 ½ % . D ep le tion  is p rovided  on th e  u n it-o f-production  basis. 
G a in s  o r losses on d isposition  o f s ign ificant as s e ts  a re  in­
c luded  in ea rn in g s .

$30,640,184 $25,136,342 INTERCO  IN CO RPO R ATED (FEB)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary o f Significant Accounting 
policies—

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies 
Property, Plant & Equipment— P ro p erty , p lant a n d  eq u ip -
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m en t is s ta ted  at cost, less a c c u m u la te d  d ep rec ia tio n . F or 
financia l reporting  p urpo ses , th e  c o m p a n y  em p lo ys  both a c ­
c e le ra te d  a n d  s tra igh t-line  m eth o d s  in com pu tin g  d e p re c ia ­
tion. G e n e ra lly , a c c e le ra te d  m eth o d s  a re  u sed  fo r tax  p ur­
p oses  and  provision is m a d e  for d e fe rre d  in co m e tax e s .

Note 4: Property, Plant and Equipment— T h e  m a jo r c lass ­
es  o f property , p lan t and  e q u ip m e n t, at cost, a re  as  fo llow s (in 
tho usand s):

1977 1976
Land...................................................... $ 7,274 $ 6,343
Buildings and improvements........... 120,025 103,884
Machinery and equipment.............. 128,540 116,565
Construction in progress.................

$255,839
8,705

$235,497

C o n s tru c tio n  in p ro g re s s  a t F e b ru a ry  2 9 , 1 9 7 6 , re p ­
resen ted  ex p e n d itu re s  for th e  n ew  w a re h o u s e  a n d  office  
facilities in E ld ersb urg , M ary la n d , w hich  w e re  co m p le ted  in 
M ay , 1 9 7 6 .

C a p ita l e x p en d itu res , including construction  in p rogress, 
a m o u n ted  to $ 2 8 ,6 5 3 ,0 0 0  and  $ 2 1 ,9 7 7 ,0 0 0  for fiscal 1 9 7 7  
and  fiscal 1 9 7 6 , resp ective ly .

A p p ro x im ate ly  7 9 %  and  7 7 %  of d ep re c ia tio n  e x p e n s e  w a s  
c o m p u ted  on th e  stra igh t-line  m etho d  in fiscal 1 9 7 7  and  fiscal 
1 9 7 6 , re s p e c t iv e ly , D e p re c ia t io n  c h a rg e d  to  o p e ra tio n s  
am o u n ted  to $ 1 6 ,6 6 9 ,0 0 0  and  $ 1 4 ,8 8 6 ,0 0 0  in fiscal 1 9 7 7  
and  fiscal 1 9 7 6 , resp ective ly .

M O N SAN TO  C O M PAN Y (DEC)

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Depreciation— T h e  C o m p a n y  g e n e ra lly  uses  th e  straight 
line m etho d  of com pu tin g  d ep rec ia tio n  on  assets ; h ow ever, 
th e  sum  of th e  y e a rs  digits m eth o d  is u sed  on m ost dom estic  
as s e ts  p laced  in se rv ic e  prior to J a n u a ry  1, 1 9 7 2 .

NOTES TO FINANCIAL STATEMENTS 
(D o lla rs  in m illions, e x c ep t p e r sh a re )

Depreciation, Obsolescence and Repairs 
C h a rg e s  to e x p e n s e  w ere :

Depreciation, amortization and de­
pletion ...........................................

Obsolescence......................................

Repairs and maintenance................

1977

$239.5
56.5

$296.0
$289.3

1976

$189.3
36.7

$226.0
$222.7

TH E STAND ARD REG ISTER C O M PAN Y (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies
Depreciation— F o r financia l s ta te m e n t p urpo ses , d e p re c ia ­

tio n  is c o m p u te d  by th e  s tr a ig h t- l in e  m e th o d  a t  ra te s  
a d e q u a te  to  re c o v er th e  cost o f th e  a p p licab le  a s s e ts  o ver  
th e ir e x p e c ted  useful lives. F or in co m e ta x  p urpo ses , d e p re ­
c iation  is co m p u ted  by a c c e le ra te d  m etho d s.

Note 3: Plant and Equipment— P lan t a n d  e q u ip m e n t a re  
carried  a t cost less ac c u m u la te d  d ep re c ia tio n . D e p re c ia tio n , 
co m p u ted  on th e  s tra igh t-line  basis  for financ ia l reporting  
p urpo ses , a m o u n ted  to $ 4 ,2 2 9 ,7 3 5  in 1 9 7 7  ($ 4 ,1 9 5 ,4 5 3  in 
1 9 7 6 ). D e p rec ia tio n  ra tes  a re  b ased  on re a s o n a b le  e s tim ates  
of useful lives:

Classification Annual Rate
Buildings and improvements....................................  2½ to 5%
Machinery and equipment.......................................  6⅔  to 16⅔ %
Office equipment......................................................... 6⅔  to 16⅔ %
Trucks and autos.......................................................  25%
Rental equipment.......................................................  33⅓ %
Leasehold improvements........................................... Life of leases

W h e n  e q u ip m e n t is re tired  o r has b e e n  fully d ep re c ia te d , 
its cost and  th e  re la ted  a c cu m u la ted  d ep rec ia tio n  a re  e lim i­
nated  from  th e  resp ective  accou nts , a n d  g a in s  o r losses aris ­
ing from  th e  d isposition a re  re flec ted  in incom e.

Declining-Balance Method

AM PC O -P ITTS BU R G H  C O R P O R ATIO N  (DEC)

1977 1976
Cost and expenses:

Cost of products sold.................  $105,974,617 $91,561,898
Selling and administrative ex­

penses....................................  5,711,692 4,873,471
Depreciation ................................ 2,257,445 2,036,530
Interest expense.........................  83,506 248,882

$114,027,260 $98,720,781

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of accounting policies 
Property, Plant and Equipment— F o r financ ia l reporting  

p urpo ses , d ep rec ia tio n  is co m p u ted  on th e  d e c lin in g -b a la n c e  
co m p o s ite  basis  e x c ep t for certa in  build ings a n d  m a ch in ery  
a n d  e q u ip m e n t w h ic h  is c o m p u te d  on  th e  s tra ig h t- lin e  
m etho d . D ep rec ia tio n  ra tes  a re  b as e d  on e s tim a te d  useful 
lives o f th e  a s s e t g ro up s  as  follow s: build ings 18  to 4 5  years ; 
m a c h in e ry  and  e q u ip m e n t 4  to  14  years ; land  im p ro vem en ts  
2 0  to 4 0  y ears . D ep rec ia tio n  c la im ed  for in c o m e  tax  p u rp o ses  
fo r su b stan tia lly  all d ep re c ia b le  a ssets  is c o m p u ted  by a c c e l­
e ra te d  m etho d s.

BEECH A IR C R A FT C O R P O R ATIO N  (SEP)

1977 1976
Costs and Expenses

Wages, materials, and other
costs.......................................  $317,909,910 $264,309,156

Selling, general, and administra­
tive expenses........................ 40,435,377 35,310,755

Interest .......................................  3,455,903 4,134,748
Depreciation ................................ 3 ,354,028 3,238,641
Taxes, other than income taxes 8,847,425 7,996,536

$374,002,643 $314,989,836
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): Accounting Policies—

Depreciation— P rop erty , p lant, and  e q u ip m e n t is carried  at 
cost a n d  d ep rec ia tio n  is d e te rm in e d  using principally  th e  d e ­
clining b a la n c e  m eth o d  o ve r p eriod s  ran gin g  from  8  to 3 3  
y e a rs  for buildings a n d  im p ro vem en ts  a n d  3  to 2 0  y e a rs  for 
m ac h in e ry  and  e q u ip m en t.

D e p rec ia tio n  a n d  a m o rtiza tio n  on such  a ssets  c h a rg e d  to  
o p e ra tio n s  a m o u n ted  to  $ 4 6 .5  m illion in 1 9 7 7  and  $ 3 8 .6  m il­
lion in 1 9 7 6 . M a in te n a n c e  a n d  rep a irs  a re  ch a rg e d  to  e x ­
p en s e  as  incurred . W h e n  p ro p erty  is sold  o r o th e rw is e  d is­
p osed  of, th e  a s s e t a n d  a c c u m u la te d  d ep rec ia tio n  accou nts  
a re  re lieved  a n d  th e  d iffe re n c e  b e tw e e n  th e  n et carrying  
v a lu e  and  th e  net p ro ce e d s  is included in o th er inco m e.

H A R SC O  C O R P O R A TIO N  (D EC )

Consolidated Statements of Changes in Financial Posi­
tion

Working capital provided from:

1977
($000)

1976

Net income...................................
Items not involving working cap­

ital:

$43,213 $37,990

Depreciation ......................... 26,837 24,926
Other ...................................... 137 (903)

Total from operations ... $70,187 $62,013

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Property, Plant and Equipment— P ro p e rty , p la n t a n d  
e q u ip m e n t is d e p re c ia te d  o ve r th e  e s tim a te d  useful lives of 
th e  assets . For d o m estic  facilities, d ep rec ia tio n  is co m pu ted  
principally  on th e  d e c lin in g -b a la n c e  m eth o d . F ore ig n  facilities  
a re  d ep re c ia te d  principally  using th e  s tra igh t-line  m etho d .

M a in te n a n c e , rep a irs  and  m in or re n e w a ls  a re  ch a rg e d  to  
e x p e n s e ; m a jo r re n e w a ls  a n d  im p ro v e m e n ts  a re  cap ita lized .

G e n e ra lly , w h e n  pro perty  is retired  from  serv ice , th e  cost of 
th e  re tirem en t is c h a rg e d  to th e  a llo w a n c e  fo r d ep rec ia tio n  to  
th e  e x te n t o f th e  ac c u m u la te d  d ep rec ia tio n  th e re o n , and  th e  
b a la n c e  is ch a rg e d  to  inco m e. P ro c e e d s  from  sa les  a re  c re d ­
ited to  incom e.

H E W LETT-PA C K A R D  C O M P A N Y  (O C T)

NOTES TO THE FINANCIAL STATEMENTS
Note 1 (in part): Summary of significant accounting 

policies
Depreciation and amortization— T h e  principal m etho d s  

a n d  d ep re c ia b le  lives used  in com pu tin g  d ep rec ia tio n  and  
am o rtiza tio n  a re  listed below :

Buildings and improvements........... 150% declining-balance
(15 to 40 years)

Machinery and equipment............. sum-of-the-years digits
(3 to 10 years)

Other................................................. sum-of-the-years digits
(4 to 10 years)

Leaseholds and lease- straight-line
hold improvements (period of the lease)

LEE E N TE R P R IS E S , IN C O R P O R A TE D  (SEP)

N O T E S  T O  CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Property and equipment— P ro p erty  a n d  e q u ip m e n t is c a r­

ried at cost. E x p en d itu res  for m a in te n a n c e , rep a irs , re n e w a ls  
and  im p ro vem en ts  w h ich  do  not s ign ificantly  e x ten d  th e  u s e ­
ful lives o f a ssets  a re  c h a rg e d  to  e a rn in g s  as  incurred . G a in  
o r loss at d isposition  is re flec ted  in cu rren t e a rn in g s  and , 
con curren tly , cost a n d  ac c u m u la te d  d ep rec ia tio n  a re  e lim i­
n ated . A p p ro x im ate ly  $ 1 2 ,5 0 0 ,0 0 0  o f production  and  o ther 
e q u ip m e n t is being  d ep re c ia te d  by th e  declin ing  b a la n c e  
m etho d , w h e re a s  p rim arily  th e  s tra ig h t-lin e  m eth o d  is used  
for all o th e r assets . D ep rec ia tio n  c h a rg e d  to  o p era tio n s  w a s  
$ 4 ,1 5 1 ,0 0 0  in 1 9 7 7  and  $ 3 ,4 8 4 ,0 0 0  in 1 9 7 6 . P rim ary  useful 
life in y e a rs  is as  follows:

Buildings and improvements........................................... 25
Newspaper electronic copy processing equipment. . ..  6
Newspaper presses........................................................... 20
Other major newspaper equipment................................ 11
Broadcast towers.............................................................. 20
Other major broadcast equipment.................................  8

STA N D A R D  M O TO R  P R O D U C TS , INC. (D EC )

Statement of Consolidated Changes in Financial Posi­
tion

Working capital was provided by:
Net earnings................................
Charge against current net earn­

ings not requiring current 
outlay of working capital: 
Depreciation and amortiza­

tion....................................
Total from operations................

1977 1976

$5,736,000 $4,696,000

1,621,000 1,501,000
$7,357,000 $6,197,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Property, Plant and Equipment— T h e s e  a ssets  a re  re ­
corded  a t cost a n d  a re  d e p re c ia te d  o ve r th e ir resp ective  u se ­
ful lives  using , in g e n e ra l, th e  d o u b le -d e c lin in g  b a la n c e  
m etho d . In ves tm en t cred its  a re  a m o rtize d  o ve r th e  useful life 
o f th e  re la ted  asset.
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THE TIMKEN COMPANY (DEC)

Consolidated Statements of Changes in Financial Posi­
tion

1 9 7 7 1976

Source of Funds 
From operations:

Net in c o m e ...................................
Items included in net income 

not a f fe c t in g  w o rk in g  
capital:
Depreciation and am orti­

zation ...............................
D eferred income ta x e s .. 
Equity in (earnings) loss 

of a f f i l ia te d  co m ­
panies...............................
Total from  operations

$ 7 4 ,4 4 1 ,0 4 8  $ 6 0 ,8 8 8 ,1 5 0

4 2 ,5 9 9 ,7 9 0
2 ,4 8 4 ,0 0 0

(6 ,9 8 0 )
$ 1 1 9 ,5 1 7 ,8 5 8

3 8 ,1 5 4 ,2 0 1
1 ,9 1 9 ,0 0 0

1 ,3 4 5 ,7 4 7
$ 1 0 2 ,3 0 7 ,0 7 8

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): Significant Accounting Policies
Property, plant and equipment— Property, plant and 

equipment is valued at cost less accumulated depreciation. 
Expenditures for maintenance and repairs are charged to 
operations as incurred, while expenditures for additions and 
improvements are generally capitalized.

Provision for depreciation is computed generally by the 
double-declining balance method based upon the estimated 
useful lives of the assets.

Rental expense and the estimated present value of financ­
ing leases are not material; and, if all financing leases had 
been capitalized, the impact on net income would not have 
been material.

Sum-Of-The-Years-Digits Method

BLUE BELL, INC. (SEP)

Statements of Changes in Consolidated Financial Posi­
tion

Source of Funds:

1 9 7 7
($ 0 0 0 )

1 9 7 6

Income from  Continuing Operations  
Add (deduct) amounts not affecting  

w orking  capital:
Depreciation and am ortization of

$ 6 9 ,5 3 2 $ 5 6 ,1 7 1

p ro p e r ty .........................................
D e fe rre d  income ta x e s — non- 

current p o rtio n ...........................

1 0 ,2 7 9

9 ,1 8 1

7 ,8 3 7

6 ,9 8 2
O t h e r ......................................................

W orking Capital Provided from  Con­
tinuing O p e ra tio n s ...........................

5 2 7

$ 8 9 ,5 1 9

(6 5 1 )

$ 7 0 ,3 3 9

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies
Depreciation and Amortization— Depreciation on a major 

portion of property is computed using the sum-of-the-years

digits or other accelerated methods; on the remaining por­
tion, depreciation or amortization is computed using the 
straight-line method.

CANNON MILLS COMPANY (DEC)

Statements of Changes in Consolidated Financial Posi­
tion

1 9 7 7 1 9 7 6
W orking Capital Provided By: 

Operations:
Net in c o m e ...................................
Charges (credits) to income 

not c u rre n tly  req u irin g  
(providing) w orking capi­
tal:

$ 1 7 ,9 6 5 ,6 0 2  $ 1 5 ,9 7 5 ,1 0 9

Depreciation .......................
E qu ity  in e a rn in g s  of

1 9 ,9 4 1 ,3 6 8 1 7 ,9 4 6 ,5 2 5

m inority investments 
D eferred pension credits ,

( 1 ,3 2 0 ,6 8 3 ) (6 8 5 ,1 5 9 )

n e t ..................................... ( 2 1 2 ,9 3 3 ) 2 ,2 6 8 ,8 5 9
D eferred income taxes ..
Increase in allow ance for 

w orkm e n 's  com pen­
sation claims and e x ­
penses .............................

8 4 9 ,8 3 9

1 3 5 ,7 7 3

(7 9 5 ,3 5 1 )

2 0 ,2 2 3
Total from  opera­

tions .................. $ 3 7 ,3 5 8 ,9 6 6 $ 3 4 ,6 3 0 ,2 0 6

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies:
Property and Depreciation— Property is carried at cost. 

The Company has consistently followed the policy of main­
taining its plant at a high level of technological development 
and uses for both tax and accounting purposes those depre­
ciation methods (principally sum of the years digits) and lives 
which, in management’s opinion, reflect the Company’s con­
tinuing modernization of its plant. Accordingly, the Company 
has adopted the new Asset Depreciation Range (ADR) lives 
determined to be appropriate by the Office of Industrial 
Economics for property additions in 1976 and subsequent 
years. The cumulative effect of using these new lives instead 
of the longer ADR lives previously authorized was to de­
crease net income for fiscal 1977 by approximately 
$440,000, or $.05 per share. The effect on net income for 
fiscal 1976 was not significant.

The provision for depreciation computed by the method 
described above exceeded by approximately $2,100,000, the 
provision which would have resulted from using solely the 
straight-line method and the same estimated useful lives.

Maintenance and repairs are deducted from income when 
incurred. When property is retired from item accounts, the 
resulting gains or losses are taken into income. When prop­
erty is retired from multiple asset accounts or ADR vintage 
accounts, the cost of the assets, reduced by salvage, is de­
ducted from accumulated depreciation.
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SPERRY RAND CORPORATION (MAR)

C o n s o lid a te d  S ta te m e n ts  o f  C h an g es  in  F in an c ia l P osi­
tion

THE VENDO COMPANY (DEC)

C o n so lid a ted  S ta te m e n t o f C h an g es  in  F in an c ia l P o si­
tion

1 9 7 7 19 7 6 1 9 7 7 1 9 7 6
($ 0 0 0 ) W orking Capital Provided by (used

Source of W orking Capitol in) Operations:
Net in c o m e .................................................. $ 1 5 6 ,8 2 6 $ 1 4 5 ,2 9 4 Net loss.................................................. $ (3 ,6 5 0 ,3 1 1 ) $ (8 5 6 ,9 1 1 )
Add income charges not affecting  

w orking  capital
Charges (credits) not affecting  

w orking  capital in the cur-
Depreciation, am ortization and rent period—

obsolescence:
Rental m a c h in e s ....................... 8 8 ,1 4 3 1 0 2 ,7 0 6

D epreciation and am orti­
zation ............................... 1 ,0 7 5 ,6 2 6 1 ,0 3 3 ,2 2 7

O ther p ro p e rty , p lant and (D e c re a s e ) in c reas e  in
e q u ip m e n t............................. 4 5 ,4 5 3 4 3 ,3 7 3 d e fe r re d  in c o m e

1 3 3 ,5 9 6 1 4 6 ,0 7 9 ta x e s ................................. ( 1 ,1 4 5 ,0 0 0 ) 1 ,3 4 3 ,0 0 0

D eferred income ta x e s .................. 4 8 ,5 0 0
1 8 2 ,0 9 6

2 9 ,8 0 4
1 7 5 ,8 8 3

M inority  in terest in e a rn ­
ings (losses) of sub­
sidiaries ......................... 7 3 ,5 5 2 (6 8 ,1 3 5 )

Deduct income credits not affecting  
w orking  capital

Earnings of VFC Accep­
tance C o rp o ra tio n .... (1 7 6 ,5 9 1 ) (1 5 7 ,0 0 4 )

N et income of Sperry Rand Fi­
nancial C o rporatio n .................. 1 4 ,1 3 5 1 8 ,6 9 8

Gain on sales of m an­
ufacturing facilities ..  

Gain on sales of fix ed  as­
sets ...................................

Provided by (used 
in) operations

(2 ,1 8 9 ,1 9 5 )
Equity adjustm ent applicable to

o ther com panies, less d iv­
id e n d s re c e iv e d :  1 9 7 7 ,  
$ 1 ,1 1 5 ;  1 9 7 6 , $ 1 , 2 8 5 ........

(6 7 8 ,9 8 1 ) (4 8 ,5 5 5 )

2 ,7 5 8 (2 ,2 8 7 ) $ (4 ,5 0 1 ,7 0 5 ) $ (9 4 3 ,5 7 3 )
1 6 ,8 9 3 1 6 ,4 1 1

W orking capital provided  
from  o p e ra tio n s .......... $ 3 2 2 ,0 2 9 $ 3 0 4 ,7 6 6

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary o f Significant Accounting 
Policies

Depreciation—Depreciation of property, plant, and equip­
ment is generally provided on the sum-of-the-years’-digits 
method over the estimated economic lives of the assets. 
Rental machines are depreciated over a life of five years. 
Leasehold improvements are amortized over the lease 
period or the estimated useful life, whichever is shorter. 
Maintenance and repairs are charged to income as incurred 
and renewals and betterments are capitalized.

Note 7 (in part): Plant and Equipment—Depreciation of 
machinery and other equipment is provided by charges to 
operations over the estimated useful lives of the assets by 
the sum-of-the-years-digits method, and generally by the 
straight-line method for all other assets. The lives used for 
the more important items within each property classification 
are as follows:

Buildings .....................................................................................  2 5  years
M ach inery  and e q u ip m e n t................................................. 1 2 ½  years
Transportation e q u ip m e n t................................................... 4  years
Office eq u ipm ent......................................................................  10 years
Leasehold im p ro vem en ts ....................................................  Lease period

WINN-DIXIE STORES, INC. (JUN)

C o n s o lid a te d  S ta te m e n ts  o f  C h an g es  in  F in a n c ia l P o si­
tion

1 9 7 7  1 9 7 6
(Am ounts in thousands)

W orking Capital Provided By:
Operations:

Net e a rn in g s ...............................  $ 7 0 ,4 0 0  6 3 ,0 2 6
Charges (credits) not a ffe ct­

ing w orking  capital:
Depreciation and am orti­

z a t io n ...............................  4 8 ,9 7 0  4 0 ,3 5 8

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Significant Accounting 
Policies
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Depreciation and Amortization: Depreciation of plant and 
equipment is provided over the estimated useful lives princi­
pally by the sum-of-the-years-digits method except for used 
property for which the straight-line method is used. Amortiza­
tion of improvements to leased premises is provided by the 
straight-line method over the periods of the leases or the 
estimated useful lives of the improvements, whichever is 
less.

Unit of Production Method

A R M C O  STE E L C O R P O R A TIO N  (D EC )

S ta te m e n t o f  C h an g es  in  C o n s o lid a te d  F in a n c ia l P o si­
tion

BO ISE C A SC A D E C O R P O R A TIO N  (D EC )

1977 1976

Source of Funds 
Operations

Income before cumulative ef­
fect of depreciation

($ 000)

change..............................
Add (deduct) items not in­

volving cash in the 
period:

$119,832 $119,774

Depreciation ................... 110,958 93,115
Lease right amortization 14,819 15,003
Deferred income taxes.. 
Equity in undistributed 

net income of Armco 
Financial Corporation

(51,917) (26,583)

and subsidiaries........
Equity in undistributed 

net income of as­
sociated companies..

(15,047)

(6,530)

(7,329)

(7,974)
Other— net ..................... 1,159 (728)

Total from operations $173,274 $185,278

NOTES TO FINANCIAL STATEMENTS 
(Dollars in the thousands except per share amounts)

Note 1 (in part): Summary o f Significant Accounting 
Policies

Depreciation— In 1976, Armco adopted a method of de­
preciating steel-making plant and equipment which adjusts, 
within limits, straight line depreciation for the level of produc­
tion for the year. This method approximates the unit-of- 
production method of depreciation and is similar to that used 
by certain other large companies in the steel industry. The 
cumulative effect of such change reflected on the statement 
of consolidated income is net of related income taxes of 
$3,648.

Other depreciation and amortization is calculated on the 
straight line method designed to amortize the cost of various 
classes of depreciable assets over their estimated useful 
lives. Leasehold improvements are amortized over the short­
er of the life of the related asset or the life of the lease.

Costs and expenses

1977 1976
($000)

Cost of soles................................
Depreciation and cost of com­

pany timber harvested........

$1,791,320

84,270

$1,506,290

72,420
Selling and administrative ex­

penses .................................... 214,170 199,070
Interest expense......................... 38,130 31,950

$2,127,890 $1,809,730

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies
Property— In January 1977, the Company adopted the 

units-of-production method of depreciation for property and 
equipment at certain of its wood products and paper man­
ufacturing facilities in order to achieve a better matching of 
costs and revenues during the service lives of the facilities. 
This change did not have a material effect on consolidated 
earnings or on earnings of either segment during 1977 or on 
a cumulative basis for prior years. Facilities not affected by 
the change will continue to be depreciated on the straight-line 
method. The estimated service lives of the principal items of 
property and equipment range from 3 to 40 years.

F R E E P O R T M IN ER A LS C O M P A N Y  (D EC )

15,257,000

1977
Costs and expenses:
Production and delivery costs........  $216,796,000
Exploration and development costs.
Depreciation and amortization (in­

cluding $6 ,769 ,000  in 1977 
and $3,388,000 in 1976 for 
amortization of nonproducing oil 
and gas leases)...........................

Selling, general and administrative 
expenses ......................................

1976

$211,334,000
11,943,000

26,249,000 20,382,000

13,929,000 11,831,000
$272,231,000 $255,490,000

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Significant Accounting 

Policies
Depreciation and Amortization—The Company computes 

depreciation and amortization of property, plant and equip­
ment over estimated useful lives, generally on the unit-of- 
production method for producing mineral and oil and gas 
properties and on the straight-line method for other assets. 
The cost of any property retired, less any salvage, is gener­
ally charged against accumulated depreciation and amortiza­
tion.

Capitalized lease acquisition costs for nonproducing oil 
and gas properties are amortized over their basic lease term 
unless abandoned, in which case the applicable unamortized 
cost is written off. If a commercial discovery is made, the 
applicable unamortized cost is amortized on the unit-of- 
production method over production from the proved reserves 
for that property.
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THE STANDARD OIL COMPANY (AN OHIO 
CORPORATION)

1977 1976

Costs and Expenses
Crude oil, products, merchan­

dise and material costs, and

($000)

operating expenses..............
Selling, general, and administra­

tive expenses........................

$2,582,007

323,119

$2,317,277

292,601
Depreciation, depletion, and

amortization........................... 169,373 81,514
$3,074,499 $2,691,392

NOTES TO FINANCIAL STATEMENTS
Note A (in part): Accounting and Financial Reporting

Policies
Depreciation, Depletion, and Amortization— Depreciation 

of the trans-Alaska pipeline and a provision for dismantle­
ment are computed by the unit-of-throughout method based 
on estimated recoverable crude oil reserves. Depletion and 
depreciation of producing oil and gas properties and deple­
tion of mine development costs, mineral lands, and 
leaseholds are computed for each oil and/or gas reservoir or 
coal mine using the unit-of-production method based on es­
timated proved development reserves. Undeveloped 
leasehold costs are amortized based on experience, except 
that no amortization was provided for Prudhoe Bay properties 
until production commenced.

Depreciation of other property, plant, and equipment is 
provided principally by the straight-line method over esti­
mated useful lives which are periodically reviewed and re­
vised based on experience. It is not practicable to summarize 
depreciation rates applicable to other property, plant, and 
equipment because of the variety of properties and range 
of rates.

1977 1976
(In millions)

$108.2 $135.2
67.7 54.8

7.2 10.7
6.2 15.9

$189.3 $216.6

Depletion

INTERNATIONAL MINERALS & CHEMICAL 
CORPORATION (JUN)

Consolidated Statement of Changes in Financial Posi­
tion

Source of funds
Net earnings........................
Depreciation and depletion.
Deferred income taxes......
Other......................................

Total from operations ..

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Accounting Policies (in part):
Property, Plant, and Equipment— Property, plant, and 

equipment are recorded at cost. Repairs and maintenance 
are charged to expense as incurred; major renewals and 
improvements are capitalized. Upon sale or other retirement 
of property, the cost and accumulated depreciation or deple­
tion are removed from the accounts and any gain or loss is 
included in earnings. Depreciation is provided over estimated 
useful lives of 17 to 50 years for buildings and 5 to 20 years 
for machinery and equipment, using principally straight-line 
and unit-of-production methods. Depletion and amortization 
of mineral, gas, and oil properties and rights are provided 
under the unit-of-production method based upon estimates of 
recoverable reserves or deliveries under contract.

NATIONAL STEEL CORPORATION (DEC)

1977

Costs and Expenses
Cost of products sold and operat­

ing expenses.........................  $2,790,974
Selling, administrative and gen­

eral expenses........................  115,945
Depreciation and depletion........  136,874
Interest and other debt expense 56,091

$3,099,884

1976
($ 000)

$2,497,506

104,230
127,310
48,047

$2,777,093

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part): Significant Accounting Policies
Depreciation and Depletion: Depreciation of production 

and transportation facilities is provided by charges to income 
computed by the straight-line method. Provisions for depre­
ciation of certain raw material facilities and furnace relinings 
are computed on the basis of tonnage produced in relation 
to estimated total production to be obtained from such 
facilities. Depreciation for income tax purposes is computed 
by accelerated methods. Depletion of coal and iron ore prop­
erties is computed on a tonnage basis calculated to fully 
amortize their costs when estimated deposits have been 
exhausted.
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INCOME TAXES

P R E S E N T A T IO N  O F  IN C O M E  T A X E S

APB Opinion No. 11 states in part:
60. In reporting the results of operations the compo­

nents of income tax expense for the period should be 
disclosed, for example:

a. Taxes estimated to be payable.
b. Tax effects of timing differences.
c. Tax effects of operating losses.
These amounts should be allocated to (a) income 

before extraordinary items and (b) extraordinary items 
and may be presented as separate items in the income 
statement or, alternatively, as combined amounts with 
disclosure of the components parenthetically or in a 
note to the financial statements.

61. When the tax benefit of an operating loss carry 
forward is realized in full or in part in a subsequent 
period, and has not been previously recognized in the 
loss period, the tax benefit should be reported as an 
extraordinary item in the results of operations of the 
period in which realized.

In addition to the aforementioned required disclosures, the 
Securities and Exchange Commission, in Accounting Series 
Release No. 149, specifies that financial statements filed with 
it must 1) Disclose the reasons for timing differences result­
ing in deferred taxes, 2) Include a reconciliation explaining 
why the effective income tax rate for financial statement pur­
poses differs from the statutory Federal income tax of 48%, 
and 3) Disclose deferred tax reversals if cash outlays for 
income taxes are expected to substantially exceed income 
tax expense for any of three succeeding years.

Table 3-11 summarizes the descriptive captions used by 
the survey companies to identify income tax expense. Table 
3-12 shows the nature of frequently disclosed timing differ­
ences giving rise to deferred taxes. Examples of income tax 
expense presentations and disclosures follow.

ALPHA PORTLAND INDUSTRIES, INC. (DEC)

1 9 7 7 1 9 7 6

Income Before Income Taxes and
M in o rity  In te re s t...............................

Income Taxes— (N ote 1 ) .....................
M in o rity  Interest in Earnings of Sub­

sidiary ....................................................
Net In c o m e..................................................

($000)

$ 1 5 ,4 9 1
8 ,3 7 4

$ 7 ,1 1 7

$ 1 6 ,3 5 3
8 ,2 5 6

4 8 3  
$ 7 ,6 1 4

S U M M A R Y  O F S IG N IF IC A N T A C CO UNTING  
POLICIES

Income Taxes— The Company computes and records 
taxes currently payable based upon determination of taxable 
income which is different from pre-tax financial statement 
income. Such difference arises from the reporting of financial 
statement amounts in different periods for tax purposes. The 
tax effect of such “timing” difference is provided as deferred 
taxes.

T A B L E  3 -1 1 :  F E D E R A L IN C O M E  T A X  E X P E N S E

Description Terms
1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4

Income taxes ............................. 4 4 7 4 4 0 391 3 9 6
Federal income taxes ..........
U nited S tates (U .S .) in ­

come taxes .........................

11 4

19

10 2

31

1 5 7

4 8

163

3 6

O ther or no caption fo r e x ­
pense .....................................

5 8 0

2 0

5 7 3

2 7

5 9 6

4

5 9 5

5
Total C om panies......................... 600 600 600 600

Investment credits recognized, including those utilized in 
computing deferred income taxes for timing differences, are 
reflected as a reduction of income tax expense over the pro­
ductive lives of the related acquired properties.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1: Income Taxes— Income tax provisions are as fol­
lows

Federal— Before am ortization of in­
vestm ent ta x  credit:

1 9 7 7
(in thousands)

1 9 7 6

C u rre n t .................................................. $ 1 ,5 3 8 $ 7 6 7
D e fe rre d ................................................. 4 ,5 9 8 5 ,8 3 2

State and city:
C u r re n t .................................................. 1 ,1 3 3 1 8 3
D e fe rre d ................................................. 1 ,4 2 8 1 ,7 6 4

8 ,6 9 7 8 ,5 4 6
A m o rtiz a tio n  o f in v e s tm e n t ta x

c r e d i t ...................................................... (3 2 3 ) (2 9 0 )

Income ta x e s ............................... $ 8 ,3 7 4 $ 8 ,2 5 6

Deferred income taxes arise principally from reporting 
earnings on construction contracts for income tax purposes 
in the period in which the contracts are completed, rather 
than on the percentage-of-completion method used for finan­
cial reporting purposes. Deferred taxes on construction con­
tracts are classified as current liabilities, since the assets 
related to such contracts are included in current assets. The 
liability for non-current deferred income taxes represents 
principally the effect of depreciation reported for tax purposes 
in excess of depreciation for financial statement purposes.

The differences between the statutory and effective tax 
rates are as follows:

Statutory ta x  r a t e ...................................
State and city income ta x e s , net of

Federal ta x  e ffe c t.............................
Percentage d e p le tio n .............................
A m o rtiz a tio n  o f in v e s tm e n t ta x

c r e d i t ......................................................
Effective ta x  r a t e .....................................

1 9 7 7 1 9 7 6
4 8 % 4 8 %

9 6
(1 ) (2 )

(2 ) (2 )
5 4 % 5 0 %



Income Taxes 279

TABLE 3-12: TIM ING DIFFERENCES —  
REASONS

1977 1976

Depreciation ...........................

Number of Companies 
1977 1976 1975 

456 469 504
1974

477
Unremitted earnings............. 107 146 156 122
Installment sales.................... 71 77 68 72
Inventory valuation............... 61 69 88 56
Pensions ................................. 49 53 55 62
Other employee benefits . . . . 59 67 60 66
Long-term contracts............. 44 47 40 35
Discontinued operations....... 35 44 N/C N/C
Intangible drilling costs ....... 28 34 N/C N/C
Warranties and guaranties.. 26 21 30 26
Interest and taxes during 

construction .................... 22 18 N/C N/C

N/C —  Not Compiled.

A R M C O  STE E L C O R P O R A TIO N  (D EC )

1977 1976
($000)

Income Taxes (Note 6)
Currently Paid or Payable 

Federal (a fter Investment 
Tax Credits of $16 ,727  
for 1977 and $17,370
for 1976)........................... $23,651 $ (5 ,884)

State and Foreign.................. 29 ,629 28,655
Total................................... 53 ,180 22,771

Deferred (to be recovered in fu­
ture years).............................. (51 ,917) (26,583)

Total................................... $ 1,263 $ (3 ,812)

NOTES TO FINANCIAL STATEMENTS
(Dollars in thousands except per share amounts)
Note 1 (in part): Summary of Significant Accounting 

Policies

Income Taxes—Armco files a consolidated federal income 
tax return which includes Armco Financial Corporation and its 
domestic subsidiaries (see Note 7). Armco allocates to the 
companies included in the consolidated tax return an amount 
equivalent to the reduction or increase in the consolidated 
provision for federal income tax (both current and deferred) 
arising from such inclusion. Armco also allocates to certain 
companies interest on unremitted tax benefits or charges 
utilized in the consolidated tax return.

No provision has been made for foreign withholding taxes 
or United States income taxes which may become payable if 
undistributed earnings of the foreign subsidiaries were paid 
as dividends to Armco, since substantially all of these undis­
tributed earnings ($130,297 for 1977 and $123,887 for 1976) 
have been reinvested in working capital and fixed assets and 
foreign tax credits would be available as a reduction of United 
States income taxes in the event of distribution.

Note 6: Income Taxes—The differences between the pro­
vision for income taxes at the statutory rate of 48% and that 
shown in the statement of consolidated income are sum­
marized as follows:

Amount Percent Amount Percent

Tax at statutory ra te ............ $58 ,126 48 .0 $55,662 4 8 .0
Investment tax credits.......... (45 ,249) (37 .4 ) (42 ,586) (36.7)
Equity in net income of 

Armco Financial Corpora­
tion and associated com­
panies.................................  (9 ,983) (8 .3 ) (6 ,377) (5 .5 )

Percentage depletion allow­
ance..................................... (6 ,186) (5 .1 ) (13 ,360) (11 .5 )

Other.......................................... 4 ,555 3 .8 2 ,849 2 .4
Total................................... $ 1,263 1.0 $(3,812) (3 .3)

The provision for deferred income taxes results from re­
porting the following items in different years for financial ac­
counting purposes and income tax purposes:

Capitalization of repairs....................
Pension funding...................................
Excess of tax over book deprecia­

tion....................................................
Investment tax credits.......................
Other:.....................................................

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

1977
$(79,786)

52 ,715
(28 ,522)

3,676
$(51,917)

1976
$(54,561)

18,561

30,581
(25,216)

4 ,052
$(26,583)

When the 1976 financial statements were prepared, Armco 
recorded a deferred income tax provision relating to an esti­
mated timing difference which would create sufficient taxable 
income to allow utilization of available foreign tax credits. 
Armco initially estimated that such timing difference would 
not generate any additional investment tax credit. During 
1977, Armco decided to capitalize, for income tax purposes 
only, certain repairs and maintenance related to production 
facilities. Such capitalization generated investment tax cred­
its amounting to $13,505 which have been included in the 
1977 provision for income taxes.

Armco uses the flow-through method to account for in­
vestment tax credits. Armco has an investment tax credit 
carry-forward of $54,791 for income tax purposes (expiring 
$22,079 in 1983 and $32,712 in 1984) which has been re­
corded for financial accounting purposes as a reduction of 
previously recorded deferred tax credits that will reverse in 
the investment tax credit carry-forward period. Effective 
January 1, 1976, the Federal income tax laws were changed 
to require the utilization of investment tax credit carry­
forwards as a reduction of income taxes payable before using 
investment tax credits generated in the current year. This 
change virtually assures utilization of investment tax credits 
during the carry-forward period.

Federal income tax returns of Armco and its subsidiaries 
for the years 1962 through 1972 have been examined by the 
Internal Revenue Service and adjustments have been pro­
posed, a major portion of which Armco is contesting. Armco 
believes that it has made adequate provision for final settle­
ment of the proposed adjustments arising from such exami­
nations. Tax returns for 1973 and 1974 are currently under 
examination. See Note 11 for a discussion of possible addi­
tional tax liability.
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BAKER IN TER N A TIO N A L C O R P O R A TIO N  (SEP) 1 9 7 7 1 9 7 6
Depreciation e x p e n s e ........................... $ 4 ,9 4 9 ,0 0 0 $ 4 ,5 9 6 ,0 0 0

1 9 7 7 1 9 7 6 Pension e x p e n s e ....................................... 7 9 3 ,0 0 0 4 1 8 ,0 0 0
($ 0 0 0 ) U .S . income ta x  on:

Income before income ta x e s .............. $ 1 0 6 ,0 8 3 $ 8 3 ,9 3 2 Foreign e a rn in g s ............................... 5 1 0 ,0 0 0 2 ,7 9 6 ,0 0 0
Income taxes (N ote 1 and 5): DISC e a rn in g s ..................................... 2 ,1 0 5 ,0 0 0 2 ,5 5 9 ,0 0 0
United S ta te s ...............................................
Foreign............................................................

3 3 ,3 9 4
1 2 ,2 7 5

2 6 ,8 9 6
8 ,1 8 9

Provisions fo r inven tory  obsoles­
cence ...................................................... (9 1 9 ,0 0 0 ) ( 1 ,7 1 5 ,0 0 0 )

4 5 ,6 9 9 3 5 ,0 8 5
Other— n e t .................................................. 2 3 2 ,0 0 0 (1 7 0 ,0 0 0 )

N et in c o m e ................................................... $  6 0 ,4 1 4 $ 4 8 ,8 4 7 Total de ferred  ta x  p ro v is io n .............. $ 7 ,6 7 0 ,0 0 0 $ 8 ,4 8 4 ,0 0 0

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

Income taxes— United States investment tax credits are 
accounted for on the flow-through method. The Company 
accrues United States income taxes on foreign earnings ex­
pected to be repatriated in the foreseeable future. If such 
earnings are not repatriated during the forecast period, the 
taxes previously accrued are credited against the provision 
for United States income taxes on foreign earnings.

Note 5: Income Taxes—The expected provision for income 
taxes, computed by applying the United States statutory in­
come tax rate to income before income taxes, is reconciled to 
the provision for income taxes as follows:

With the exception of $1,223,000 in 1977 and $2,244,000 
in 1976, related to excess tax depreciation expense of foreign 
entities, substantially all of the amounts in the above table 
result from timing differences for United States income tax 
purposes.

Repatriation of all foreign earnings, excluding DISC earn­
ings on which full U.S. income taxes have been provided, 
accumulated at September 30, 1977 and 1976 would have 
resulted in tax liabilities of $18,481,000 and $14,317,000, 
respectively, for which the Company had provided deferred 
tax liabilities of $8,770,000 and $8,096,000, respectively 
(Note 1). The 1977 tax liability reflects the recent change in 
the federal income tax law pertaining to the foreign tax credit 
available for dividends from certain less developed countries.

1 9 7 7
%  of 

Income 
Before

Computed expected  provision fo r

Am ount Taxes

income ta x e s .......................................
S tate taxes based on income— net 

o f U n ited  S tates  incom e ta x

$ 5 0 ,9 2 0 ,0 0 0 4 8 .0

b e n e f it ....................................................
United States taxes not provided on

1 ,2 4 1 ,0 0 0 1 .2

foreign e a rn in g s ............................... ( 2 ,3 2 4 ,0 0 0 ) (2 .2 )
United States investm ent ta x  credits ( 2 ,4 7 1 ,0 0 0 ) (2 .3 )
Other— n e t .................................................. ( 1 ,6 9 7 ,0 0 0 ) (1 .6 )

Actual provision fo r income ta x e s .. $ 4 5 ,6 6 9 ,0 0 0

1 9 7 6

4 3 .1

%  of 
Income 
Before

Computed expected  provision fo r

Am ount Taxes

income ta x e s .......................................
State taxes based on income— net 

of U n ite d  S tates  incom e ta x

$ 4 0 ,2 8 7 ,0 0 0 4 8 .0

b e n e f it ....................................................
United States taxes not provided on

8 6 4 ,0 0 0 1 .0

foreign e a rn in g s ............................... ( 2 ,8 8 5 ,0 0 0 ) (3 .4 )
United States investm ent ta x  credits ( 2 ,7 0 4 ,0 0 0 ) (3 .2 )
Other— n e t .................................................. (4 7 7 ,0 0 0 ) ( .6 )
Actual provision fo r income ta x e s .. $ 3 5 ,0 8 5 ,0 0 0 4 1 .8

The sources of deferred income taxes for 1977 and 1976, 
and the tax effect of each were as follows:

BELL & H O W ELL C O M P A N Y  (D EC )

Earnings from  continuing operations

1 9 7 7
($ 0 0 0 )

1 9 7 6

before t a x e s ....................................... $ 2 2 ,9 9 8 $ 2 7 ,3 9 0
Income ta x e s ............................................... 1 1 ,1 9 5 1 4 ,6 2 1
Earnings from  continuing operations $ 1 1 ,8 0 3 $ 1 2 ,7 6 9

NOTES TO THE CONSOLIDATED FINANCIAL STATE­
MENTS

Note A (in part) Significant Accounting Policies:
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. Additional in­
come taxes estimated to be payable upon distribution of 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. Investment tax credits are deferred and amortized 
over the approximate useful lives of the acquired assets.

Note F: Income Taxes—The provision for income taxes on 
continuing operations includes the following:

1 9 7 7
(in thousands)

1 9 7 6

Federal .......................................................... $ 6 ,4 7 7 $ 8 ,7 5 5
State .............................................................. 1 ,7 5 5 1 ,2 4 3
N o n -U .S .......................................................... 3 ,2 8 8 4 ,9 0 0
Investm ent credit am ortiza tion .......... (3 2 5 ) (2 7 7 )

$ 1 1 ,1 9 5 $ 1 4 ,6 2 1
Taxes currently p a y a b le ...................... $ 9 ,5 2 0 $ 9 ,9 5 4
Net decrease in prepaid t a x e s ........ 9 3 7 1 ,5 7 4
Long-term  deferred  ta x e s .................... 7 3 8 3 ,0 9 3

$ 1 1 ,1 9 5 $ 1 4 ,6 2 1
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T h e  s e g m e n ts  o f th e  1 9 7 7  provision  for in co m e ta x e s  not 
curren tly  p ay a b le  a ro s e  principally  from  ta x e s  d e fe rre d  u nd er  
th e  U n ited  K ingdom  inventory  re lie f provis ions ($ 1 ,0 7 8 ,0 0 0 )  
and  a c c e le ra te d  am o rtiza tio n  o f too ling  cost ($ 5 0 0 ,0 0 0 ) .  T h e  
s e g m e n ts  o f th e  1 9 7 6  provision for in co m e ta x e s  not cu r­
rently  p ay a b le  a ro s e  principally  from  th e  u se  o f th e  cash  
b as is  ta x  re p o rtin g  fo r th e  R e s id e n t S c h o o ls ’ o p e ra tio n s  
($ 1 ,0 2 5 ,0 0 0 ) ,  ta x e s  d e fe rre d  u n d er th e  U n ited  K ingdom  in­
ven to ry  re lie f provis ions ($ 1 ,1 4 2 ,0 0 0 )  a n d  a c c e le ra te d  a m o r­
tization  o f tooling costs ($ 1 ,1 3 4 ,0 0 0 ) .

T h e  C o m p a n y ’s e ffec tive  in c o m e  ta x  ra te  fo r continuing  
o p era tio n s  v aries  from  th e  s ta tu to ry  fed e ra l in c o m e  tax  ra te  
as  a  resu lt o f th e  fo llow ing factors:

1977 1976
Statutory federal income tax rate.. 48.0% 48.0%
State taxes on income, net of fed­

eral tax......................................... 2.7 2.4
Higher effective foreign tax rates.. 1.0 2.8
Investment credit amortization........ (1.4) (1.0)
Puerto Rican earnings subject to 

lower tax ra te ............................ (1.2)
Other— net ....................................... ( .4) 1.2
Effective tax rate .............................. 48.7% 53.4%

U n am o rtize d  in ves tm en t tax  cred its  a v a ila b le  for fu ture  
period s  w e re  $ 1 ,5 7 4 ,0 0 0  and  $ 1 ,4 4 1 ,0 0 0  at th e  e n d  of 1 9 7 7  
and  1 9 7 6 , resp ective ly .

In con nection  w ith  th e  e x a m in a tio n  of th e  fed e ra l inco m e  
tax  re turns  o f th e  C o m p a n y  a n d  its d o m estic  sub s id iaries  for 
th e  y e a rs  1 9 7 1 -1 9 7 5 , th e  In tern a l R e v e n u e  S e rv ic e  p ro po sed  
a d ju s tm en ts  w h ich  principally  re la te  to th e  u se  by Bell & 
H o w ell S ch oo ls  o f th e  c ash  m eth o d  for reporting  ta x a b le  in­
c o m e. B e c a u s e  o f th e  ta x a b le  in co m e g e n e ra te d  from  th e  
s a le  o f th e  F IS L  no tes  (re fe rre d  to  in N o tes  B a n d  C ) the  
C o m p a n y  has  a c c ep ted  an  IR S  p ro po sa l, accord in g ly  $ 2 7  
m illion o f tax e s  for th e  y e a rs  1 9 7 1 -1 9 7 5 , th e  m a jo r portion of 
w hich  w a s  p rev iou s ly  included in d e fe rre d  taxes , h as b een  
tran s fe rred  to th e  curren t liability for tax e s . In te res t p ay a b le  
on th e  se ttle m e n t h as  b ee n  ac c ru ed , princ ipally  in prior years . 
A c c e p ta n c e  of th e  p ro p o sed  se ttle m e n t is not e x p e c ted  to  
req u ire  p ay m e n t o f add itio na l in c o m e  ta x e s  for 1 9 7 6 .

C EN TR O N IC S DATA C O M PU TER  CO RP. (JUN)

1977 1976
Income before income taxes...........  $16,452,151 $11,828,615
Income taxes (Notes 1 and 7):

Current .......................................  3 ,847,574 1,969,774
Deferred ......................................  58,426 95,226

3,906,000 2,065,000
Net income.........................................  $12,546,151 $ 9,763,615

Note 1 (in part): 
Policies:

Summary of Significant Accounting

Income taxes— T h e  C o m p a n y  d o e s  not p rovide fo r fed era l 
in co m e ta x e s  on th e  undistributed  e a rn in g s  of its fo re ig n  sub ­
s id iaries , w hich  e a rn in g s  to d a te  h a v e  b e e n  insignificant, and  
on th e  undistributed  earn in g s  of its d o m estic  in tern atio na l 
sa les  corpo ra tion  (D IS C ) b e c a u s e  such  e a rn in g s  a re  re in ­
v e s ted  an d , in th e  o p in ion  of m a n a g e m e n t, will c o n tin u e  to be  
re in ves ted  indefin ite ly . S e e  N o te  7.

T h e  d e fe rre d  in co m e ta x e s  in th e  a c c o m p a n y in g  financia l 
s ta te m e n ts  reflect th e  tim ing  d iffe re n c e s  in reporting  results  
o f o p era tio n s  fo r in co m e tax  and  financ ia l accou nting  p u r­
poses . S u ch  tim ing d iffe re n c e s  re la te  p rim arily  to d e p re c ia ­
tion a n d  D IS C  earn ing s .

In ves tm en t ta x  cred its  a re  tre a te d  as  red uction s  of inco m e  
tax  e x p e n s e  in th e  y e a r  in w hich  th ey  a re  u tilized. T h is  policy  
h as not had  a  s ign ificant e ffec t on n et in co m e or e a rn in g s  p er  
share .

Note 7: Income taxes— T h e  C o m p a n y  h as  not p ro vid ed  for 
fed e ra l inco m e ta x e s  on th e  undistributed  earn in g s  of its 
w h o lly -o w n e d  d o m e s t ic  in te rn a tio n a l s a le s  c o rp o ra tio n  
(D IS C ) subsid iary . It is th e  C o m p a n y ’s intention  to  re in vest  
undistributed  e a rn in g s  o f th e  sub s id iary  (am o u n tin g  to a p ­
p ro xim ate ly  $ 4 ,2 8 8 ,0 0 0  as  of J u n e  3 0 , 1 9 7 7  and  ap p ro x i­
m ate ly  $ 3 ,8 9 4 ,0 0 0  as  o f J u n e  3 0 , 1 9 7 6 ) so  as  to con tin u e  to  
be e lig ib le  fo r d e fe rra l of such  earn in g s  for fed e ra l in co m e tax  
purpo ses .

T h e  C o m p a n y ’s w h o lly -o w n e d  d o m estic  subsid iary , C e n ­
tronics of P u erto  R ico , Inc., is o p e ra tin g  as  a  “p ossess io ns  
co rp o ra tio n ,” as  d efin ed  in S ection  9 3 6  o f th e  In ternal R e v ­
e n u e  C o d e . T h e  earn in g s  of th is  sub s id iary  w hich  a re  d erived  
fro m  P u e rto  R ican  s o u rc e s  (a m o u n tin g  to a p p ro x im a te ly  
$ 1 6 ,9 7 2 ,0 0 0  a s  o f J u n e  3 0 ,  1 9 7 7  a n d  a p p r o x im a te ly  
$ 8 ,9 1 0 ,0 0 0  as  o f J u n e  3 0 , 1 9 7 6 ) a re  not sub jec t to fed era l 
inco m e taxes .

In a d d itio n , C e n tro n ic s  o f P u e rto  R ico , Inc. h as  b ee n  
g ran ted  vario u s  incen tive  ta x  exe m p tio n s  a v a ila b le  to n ew  
m an ufactu rin g  en te rp ris e s  u n d er P u erto  R ican  law , th e  prin ­
cipal ta x  incen tive  b eing  an  ex e m p tio n  fro m  local taxa tio n  on  
m an ufactu rin g  inco m e e a rn e d  in P u erto  R ico  for a  period  of 
tw e lv e  y e a rs  expiring  in 1 9 8 6 . It is th e  C o m p a n y ’s p resen t  
in tention to con tin u e  re in vesting  th e  e a rn in g s  of this s u b ­
s id iary  until th e  exp iratio n  of th is  tax  e x em p tio n  g ran t. R e p a ­
triation  of th e s e  fun ds  a t an  e a rlie r d a te  cou ld  resu lt in a  7  to  
10 p ercen t P u erto  R ico  tax  un less th e  sub s id iary  w e re  liqui­
d ated .

In co m e tax e s  as  sho w n  in th e  con so lid a ted  s ta te m e n t of 
inco m e for th e  y e a rs  e n d e d  J u n e  3 0 , 1 9 7 7  and  1 9 7 6  consist 
of th e  fo llow ing;

Federal State Total
June 30, 1977:

Current income taxes ... $3,444,808 $402,766 $3,847,574
Deferred income taxes.. 61,192 ( 2,766) 58,426

$3,506,000 $400,000 $3,906,000
June 30, 1976:

Current income taxes ... $1,655,147 $314,627 $1,969,774
Deferred income taxes.. 72,853 22,373 95,226

$1,728,000 $337,000 $2,065,000

T h e  ta x e s  on  earn in g s  in 1 9 7 7  and  1 9 7 6  a re  less th a n  th e  
re s p e c tiv e  a m o u n ts  th a t w o u ld  resu lt fro m  a p p ly in g  th e  
sta tuto ry  fed e ra l in co m e tax  ra te  of 4 8  p erc e n t to th e  consoli­
d a ted  earn in g s  b efo re  tax e s . T h e  tax  sav in g s  a re  p rincipally  
re la ted  to th e  ta x -e x e m p t e a rn in g s  o f th e  C o m p a n y ’s d o m e s ­
tic subsid iary  o p e ra tin g  in P u erto  R ico . T h e  e s tim a te d  tax  
sav in g s  on  th e  e a rn in g s  o f this su b s id iary  am o u n ted  to a p ­
p ro xim ate ly  $ 3 ,8 7 0 ,0 0 0  in 1 9 7 7  and  $ 3 ,1 7 3 ,0 0 0  in 1 9 7 6 . A d ­
d ition a l s a v in g s  of a p p ro x im a te ly  $ 1 8 0 ,0 0 0  in 1 9 7 7  and  
$ 5 0 4 ,0 0 0  in 1 9 7 6 , resu lted  from  th e  indefin ite ly  d e fe rre d  in­
c o m e  o f th e  C o m p a n y ’s d o m estic  in tern a tio n a l sa les  c o rp o ra ­
tion.
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FO O TE M IN ER A L C O M P A N Y  (D EC )

1977 1976
Costs and expenses:

Cost of soles and other operat­
ing charges............................  $102,733,000 $ 93,380,000

Depreciation and amortization .. 8 ,416,000 5,981,000
Selling, general and administra­

tive expenses........................ 6 ,714,000 6,075,000
Employees' retirement plans .. . .  2 ,755,000 2,622,000
Write-down of investment in

foreign joint venture............. 4,116,000 -0-
Interest expense (net of 

$1,720,000 capitalized in
1976)...................................... 2 ,644,000 563,000

Provision (Benefit) for Federal 
and State income taxes
(notes 1 and 3 ) ..................... ( 2,323,000) 1,599,000

$125,055,000 $110,220,000

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

Income Taxes—The Company has deferred to future 
periods the income tax effect resulting from timing differ­
ences between income for financial reporting purposes and 
taxable income. See note 3 for details of deferred tax ex­
pense. The company follows the “flow-through” method of 
accounting for the investment tax credit. The Company’s tax­
able income is included in the consolidated Federal income 
tax return filed by Newmont Mining Corporation. The Com­
pany’s share of the consolidated tax is computed on a sepa­
rate return basis. All Federal income tax amounts are due to 
or from Newmont Mining Corporation and tax benefits not 
due within one year are included in Other Assets.

Note 3: Income Taxes— Federal and state income tax ex­
pense consists of the following:

1977 1976
Current:

Federal .........................................  $( 909,000) $( 3,000)
State ............................................  ( 19,000) 240,000

$( 928,000) $ 237,000
Deferred:

Federal .........................................  $(1,468,000) $ 1,308,000
State ............................................  73,000 54,000

$(1,395,000) $ 1,362,000
Total income tax expense (benefit) $(2,323,000) $ 1,599,000

Deferred tax expense results from timing differences in the 
recognition of revenue and expense for tax and financial 
statement purposes. The sources of these differences and 
the tax effect of each were as follows:

1977 1976
Extended vacation benefits previ­

ously deducted for tax purposes 
but deferred for book purposes $( 85,000) $( 58,000)

Tax depreciation in excess of book
depreciation.................................

Deferred compensation previously
1,537,000 381,000

deducted for book purposes and 
now deducted for tax purposes 41,000 41,000

Construction interest deductible for
tax purposes but capitalized for 
book purposes ............................ -0- 860,000

Mine development costs deductible
for tax purposes but deferred 
for book purposes ...................... 328,000 138,000

Write-down of investment in foreign
joint venture not currently de­
ductible for tax purposes......... (3,216,000) -0-

$(1,395,000) $ 1,362,000

The tax provisions for 1977 and 1976 are different from 
amounts computed by applying the U.S. Federal income tax 
rate of 48% to income before tax. The reasons for these 
differences are as follows:

1977 1976
(Thousands of dollars)

Expected tax expense......................
Increase (decrease) in tax expense

$ 2 $ 3,950

resulting from:
Depletion .................................... (1,440) ( 888)
Investment tax credit.................
Equity in loss of and write-down

( 600) (2,400)

of foreign joint venture...... ( 482) 816
State income taxes..................... 28 125
Miscellaneous items................... 169 ( 4)

Actual tax expense........................... $(2,323) $ 1,599

JO Y M A N U FA C TU R IN G  C O M P A N Y  (SEP)

1977 1976
($000)

Income Before Income Taxes.......... $93,090 $92,759
Provision for Income taxes (Note 9) 44,875 45,158
Net Income......................................... $48,215 $47,601

STATEMENT OF ACCOUNTING POLICIES
Income Taxes—Deferred income taxes are recorded for 

timing differences between financial and tax reporting. Prin­
cipal timing differences relate to depreciation expense, in­
come on long-term construction contracts and pension 
costs. Investment tax credits are recorded under the flow­
through method of accounting as a reduction of the current 
provision for income taxes.

Provision is made for additional taxes that might result from 
the distribution to the parent company of retained earnings of 
consolidated non-U.S. subsidiaries and equity companies in 
accordance with the prevailing policy of distribution for each 
entity. JOY does not provide taxes on that portion of undis­
tributed earnings which is being or is intended to be rein­
vested to meet permanent business requirements.
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Income Taxes—Summaries of the provisions for 
income taxes are as follows:

Current:

1977 1976

(In Thousands of Dollars)

Federal ............................................ $ 3 0 ,2 0 0 $ 3 3 ,2 0 0
State ................................................ 4 ,7 9 2 5 ,0 4 8
N on-U .S............................................ 2 ,3 8 3 4 ,8 2 4
Total current p ro v is io n ............... 3 7 ,3 7 5 4 3 ,0 7 2

Deferred:
Federal ............................................ 6,021 2 ,1 0 2
State ................................................ 778 48 7
N on-U .S............................................ 701 (503)
Total deferred provision.............. 7 ,5 0 0 2 ,0 8 6

Total provision for income taxes .. . $ 4 4 ,8 7 5 $ 4 5 ,1 5 8

The major components of the deferred provision are as
follows:

1977 1976

(In Thousands of Dollars)
Depreciation ......................................... $ 2 ,7 4 8 $ 1,40 0
Income on long-term construction

co n tra cts* ....................................... 5 ,5 4 2 —

Pension prepaym ent........................... 2 ,1 2 4 1 ,04 8
DISC income— taxed on a calendar

year b a s is ....................................... (75) 1,011
Non-U.S. income expected to be re­

patriated ........................................... 13 (698)
Exchange losses not re a lize d .......... 49 (494)
Compensation earned— not paid ... (950) (468)
M iscellaneous items— n e t ................ (1 ,9 5 1 ) 287

Total deferred provision.............. $ 7 ,5 0 0 $ 2 ,0 8 6

*During fiscal 1977, JO Y with the approval of the Internal Revenue 
Service, made a change for ta x  purposes from the percentage-of- 
completion method to the completed contract method of revenue recog­
nition.

Reconciliations of the difference between the 48% U.S. 
statutory tax rate and the consolidated effective book income 
tax rate are as follows:

1977 1976
U .S. statutory ta x  ra te ...................... 4 8 .0 % 4 8 .0 %
State income tax provisions net of

Federal income ta x  benefits . . . . 3.1 3.1
Unrealized (gains) losses on foreign

currency tran sla tio n ..................... (.6 ) 1.1
In ve stm en t ta x  cre d it

( $ 1 ,6 8 8 ,0 0 0 — 1 9 7 7 ;
$ 2 ,2 4 9 ,0 0 0 — 1 9 7 6 )................... (1 .8 ) (2 .4 )

Domestic International Sales Corpo­
ration ................................................ (1 .1 ) (1 .4 )

Other— net ........................................... .6 .3
Effective book income ta x  r a te . 4 8 .2 % 4 8 .7 %

Undistributed earnings of non-U.S. subsidiaries amounting 
to $35,174,000 at September 30, 1977 were considered by 
management to be permanent business requirements of the 
subsidiaries under present circumstances; consequently no 
provision was made for the additional income taxes which 
might result if these undistributed earnings were remitted to 
the parent company. However, any decision to remit such 
income in the future in the form of dividends is not expected 
to result in significant additional income taxes because of the 
availability of foreign tax credits.

Income taxes have not been provided on a portion of JOY’s 
Domestic International Sales Corporation’s (DISC) accumu­
lated earnings which are considered to be permanently rein­
vested. The amounts of the DISC’S income on which income 
taxes have not been provided were $2,073,000 in fiscal 1977 
and $2,643,000 in fiscal 1976. The cumulative amount of 
such earnings at September 30, 1977 was $11,637,000.

Federal income tax returns through 1969 have been set­
tled. Management believes that adequate tax accruals have 
been provided for all subsequent years.

K MART CORPORATION (JAN)

1978 1977

Estimated income taxes:
U .S .....................................................  $ 2 2 2 ,0 5 1 ,0 0 0  $ 1 9 8 ,2 3 6 ,0 0 0
F o re ig n ............................................. 1 5 ,1 0 9 ,0 0 0  1 2 ,2 5 3 ,0 0 0
State and lo ca l...............................  3 1 ,9 0 9 ,0 0 0  1 6 ,2 5 2 ,0 0 0
Tax effects of timing differences 8 ,1 4 6 ,0 0 0  4 ,9 6 9 ,0 0 0

$ 2 7 7 ,2 1 5 ,0 0 0  $ 2 3 1 ,7 1 0 ,0 0 0

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Income Taxes— Deferred income taxes are provided on 
non-permanent differences between financial statement and 
taxable income, resulting principally from the use for tax pur­
poses of accelerated depreciation methods.

The company accrues appropriate U.S. and foreign taxes 
payable upon distribution of earnings of subsidiaries, except 
on those earnings which have been or are intended to be 
permanently reinvested, or which are expected to be distrib­
uted free of additional tax by operation of relevant statutes 
currently in effect and by utilization of available tax credits 
and deductions.

Note E: Estimated Income Taxes—The effective income 
tax rate is reconciled to the Federal statutory rate as follows:
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Fiscal Year Ended 
January 25, January 26, 

1978 1977
Book income before income taxes . $578,194,000 $497,940,000
Tax thereon, computed at statutory

rate (4 8 % )................................... $277,533,000 $239,011,000
Increases (reductions) in taxes re­

sulting from:
State and local income taxes, 

net of Federal income tax
benefit....................................  16,593,000 8,451,000

Investment tax credit...................  (10,253,000) (10,355,000)
Foreign income subject to 

foreign income tax but not 
expected to be subject to 
U.S. tax in foreseeable fu­
ture .........................................  (474,000) (800,000)

O ther............................................  (6,184,000) (4,597,000)
Estimated income taxes..................... $277,215,000 $231,710,000
Effective rate......................................  47.9%  46.5%
Tax effects of major timing differ­

ences are:
Excess of tax depreciation over

book depreciation.................  $ 10,359,000 $ 9,959,000
Other............................................  (2,213,000) (4,990,000)

$ 8,146,000 $ 4,969,000

The current liability for U.S. and foreign income taxes in­
cludes $781,000 at January 25, 1978, and $2,994,000 at 
January 26, 1977, arising from the tax effects of timing differ­
ences related principally to property taxes net of certain book 
expenses not currently deductible for tax purposes. The 
amounts shown on the balance sheets for deferred U.S. and 
foreign income taxes result from the differences between fi­
nancial statement and income tax depreciation.

Undistributed earnings of subsidiaries which have been or 
are intended to be permanently reinvested, or which are ex­
pected to be distributed free of additional tax by operation of 
relevant statutes currently in effect and by utilization of avail­
able tax credits and deductions, totaled approximately 
$338,000,000 at January 25, 1978.

TABLE 3-13: INVESTMENT TAX CREDIT

1977 1976 1975 1974
Flow-through method........... 504 502 518 504
Deferral method................... 75 76 60 72
No reference to investment 

credit .............................. 21 22 22 24
Total Companies.................... 600 600 600 600

INVESTMENT CREDIT

The Revenue Acts of 1962 and 1964 allowed a credit 
against Federal income taxes of up to seven percent of the 
cost of certain depreciable assets purchased and placed in 
service during the tax year. Effective for property acquired, 
constructed or reconstructed after April 19, 1969, the Tax 
Reform Act of 1969 terminated the credit but permitted un­
used credits to be carried back three years and carried for­
ward seven (in some instances ten) years. The Revenue Act 
of 1971 reinstated the credit for property ordered after March 
3 1 , 1971 and for property ordered prior to March 3 1 , 1971 but 
acquired subsequent to August 15, 1971. The Revenue Act 
of 1971 did not require a particular method of accounting but 
did require that once an accounting method was adopted no 
change could be made without the consent of the Secretary 
of the Treasury or his delegate. Treasury releases issued 
subsequent to the enactment of the Revenue Act of 1971 
stipulate that only the flow-through method or deferral 
method be used to account for the investment credit and 
specify December 10, 1971 as the effective date for the ac­
counting requirements of the Act. Accounting Interpretations, 
published in the April 1972 issue of The Journal of Accoun­
tancy and reprinted in Section U 4094 of AICPA Professional 
Standards-Accounting discuss various aspects of the rein­
stated investment credit.

Table 3-13 shows that the survey companies usually use 
the flow-through method to account for the investment credit. 
Examples of disclosures of the accounting for the investment 
credit follow.

Flow-Through Method

ARCHER DANIELS MIDLAND COMPANY (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Income Taxes— Provision is made in the financial state­
ments for deferred income taxes which result from timing 
differences between financial and taxable income, principally 
depreciation and undistributed earnings of a domestic inter­
national sales corporation (DISC) and certain foreign sub­
sidiaries. No provision is made for income taxes on the taxa­
ble income which would result from dividend distributions of 
one foreign subsidiary as the Company plans to finance ex­
pansion by reinvestment of undistributed earnings of that 
subsidiary.

Investment tax credits are recorded under the flow-through 
method of accounting as a reduction of the current provision 
for federal income taxes.

Note 10: Income Taxes— Income tax expense consists of 
the following:

1977 1976
Federal ...............................................  $36,490,218 $45,450,440
State ................................................... 3,316,652 3,697,000
Deferred federal and state..............  5,338,130 11,757,749
Investment credit..............................  (8,400,000) (8,056,250)
Investment credit— TRASOP...........  (1,100,000) -0-

Total ......................................  $35,645,000 $52,848,939
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Income taxes for 1977 have been reduced by $1,100,000 
for additional investment credit earned by contributing the 
same amount to the Company’s Tax Reduction Act Stock 
Ownership Plan (TRASOP). This transaction had no effect on 
net earnings.

Reconciliation of the Company’s effective tax rate to the 
statutory federal income tax rate of 48% as applied to earn­
ings before income taxes and equity in National City Bancor­
poration for the years ended June 30, 1977 and 1976 follows:

Federal income ta x  at statutory rote
1 9 7 7 1 9 7 6

of 4 8 % ..................................................
Increase (reduction) resulting from : 

State income ta x e s , net of fed­
eral ta x  b e n e f it .........................

4 8 .0 %

2 .0

4 8 .0 %

2.1
Investm ent c r e d it .............................
Income taxes re la ted to undis­

tributed earnings of foreign

(1 0 .0 ) (6 .9 )

s u b s id ia ry ..................................... ( 2 .9 ) -0 -
Additional p ro v is io n ....................... -0 - 2 .4
O ther ...................................................... .4 ( .1 )

Effective ta x  r a t e ..................................... 3 7 .5 % 4 5 .5 %

No provision has been made for income taxes on 
$6,160,000 of undistributed earnings of a foreign subsidiary 
which are planned to be indefinitely reinvested.

GAF CORPORATION (DEC)

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Investment Tax Credit—The company accounts for in­
vestment tax credits arising since January 1, 1971, as a re­
duction of the provision for United States income tax (the 
flow-through method). Investment tax credits which arose 
prior to that date have been deferred and are being amortized 
over the estimated service lives of the related assets.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6 (in part): Income Taxes— Provision has not been 
made for the United States income taxes on unremitted earn­
ings of foreign subsidiaries of $29,924,000, since any with­
holding taxes and United States income taxes payable on 
dividends based on undistributed earnings would be substan­
tially offset by foreign tax credits or because the remittance of 
such earnings has been indefinitely postponed. United States 
income taxes have not been provided on the unremitted earn­
ings of the Domestic International Sales Corporation sub­
sidiary aggregating $10,663,000 through December 31, 
1977, since the company intends to postpone indefinitely the 
remittance of such earnings.

The provision for income taxes on continuing operations 
consists of the following:

1 9 7 7 1 9 7 6
Dollars in Thousands

United S ta te s -cu rre n t............................. $ 1 7 ,9 6 2 $ 1 5 ,5 5 4
United S ta te s -d e fe rre d ......................... 3 ,0 0 0 3 ,9 5 2
United States investm ent ta x  credit (2 ,8 1 2 ) (2 ,3 5 9 )
A m o rtiza tio n  o f d e fe rre d  U nited

S tates  in v e s tm e n t ta x  c re d it
arising prior to 1 9 7 1 ..................... (5 7 3 ) (5 7 3 )

Foreign .......................................................... 3 ,6 8 1 1 ,6 9 3
State .............................................................. 1 ,3 3 0 2 ,1 7 3
Total income t a x e s ................................. $ 2 2 ,5 8 8 $ 2 0 ,4 4 0

HON INDUSTRIES INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Investment Tax Credit: Investment tax credits are included 
in income as a reduction of the federal income tax provision 
in the year the credits are realized, other than investment tax 
credits relating to leveraged equipment leases which are rec­
ognized in income over the terms of the leases.

Note F: Income Taxes— Details of the provision for income 
taxes are as follows:

Y ear Ended
D ecem ber 31 January 1

1 9 7 7 1 9 7 7

Currently payable:
Federal .................................................. $ 9 ,1 6 0 ,0 0 0 $ 6 ,6 1 9 ,0 0 0
State ...................................................... 5 3 8 ,0 0 0 3 7 7 ,0 0 0
Investm ent ta x  c re d it..................... ( 1 ,2 5 5 ,0 0 0 ) (3 1 4 ,0 0 0 )

$ 8 ,4 4 3 ,0 0 0 $ 6 ,6 8 2 ,0 0 0
D e fe rre d  (inc lud ing  d e fe rre d  in ­

vestm ent ta x  c re d it) .......................  1 ,1 7 0 ,0 0 0  2 1 7 ,0 0 0
$ 9 ,6 1 3 ,0 0 0 $ 6 ,8 9 9 ,0 0 0

$925,000 of the above amount of investment tax credit to 
be realized for income-tax purposes in 1977 relates to the 
Company’s investment in leveraged equipment leases. Of 
this amount, $468,000 has been deferred for financial report­
ing purposes and will be recognized over the term of the 
respective lease to which it relates.

MARRIOTT CORPORATION (JUL)

United States and Foreign Income 
Taxes

1 9 7 7 1 9 7 6

Current— U .S . and S ta te .............. $ 1 7 ,7 8 6 ,0 0 0 $ 1 0 ,1 6 4 ,0 0 0
— Foreign ........................... 2 ,4 8 6 ,0 0 0 2 ,5 3 6 ,0 0 0

D eferred ...............................................
Investm ent ta x  credit— Them e

9 ,0 4 5 ,0 0 0 1 4 ,1 1 9 ,0 0 0

Parks ............................................... ( 8 5 0 ,0 0 0 ) ( 3 ,2 5 0 ,0 0 0 )
— O th e r ... ( 3 ,2 5 0 ,0 0 0 ) ( 2 ,6 5 0 ,0 0 0 )

$ 2 5 ,2 1 7 ,0 0 0 $ 2 0 ,9 1 9 ,0 0 0
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
Income Taxes— U n ited  S ta te s  a n d  fo re ig n  in co m e taxes  

a re  b as e d  on rep orted  inco m e. D e fe rre d  inco m e ta x e s  a re  
p rovided  for tim ing  d iffe ren ces  b e tw e e n  book a n d  tax a b le  
inco m e, p rincipally  d ep rec ia tio n , in teres t and  stock c o m p e n ­
sation.

In ves tm en t tax  cred its  a re  a c co u n ted  for using th e  “flow ­
th ro u g h ” m etho d .

Provision  for U n ited  S ta te s  ta x e s  h as  not b ee n  m a d e  on  
u nrem itted  earn in g s  of fo re ig n  sub s id iaries  b e c a u s e  m a n ­
a g e m e n t con s iders  th e s e  earn in g s  to  b e  p erm a n e n tly  in­
v es ted .

Income Taxes— R econ cilia tion  of th e  U n ited  S ta te s  s tatu t­
o ry ta x  ra te  of 4 8 %  and  th e  C o m p a n y ’s con so lid ated  inco m e  
tax  ra te  follows:

1977 1976
United States income tax rate........ 48.0% 48.0%
State income taxes, net of U.S. tax

benefit........................................... 3.7 3.5
Foreign earnings and losses subject 

to aggregate tax rate less than
4 8 % .............................................. (2.6) (0.6)

Tax benefit on dispositions of
businesses.................................... (2.1) —

Other items, net................................ 0.8 0.9
Effective gross income tax rate .. .. 47.8 51.8
Investment tax credit—

Theme Parks................................ (1.4) (6.3)
Other ............................................ (5.3) (5.1)

Effective net income tax rate......... 41.1% 40.4%

D e fe rre d  inco m e ta x  p rovisions a re  a ttrib u tab le  to:

1977 1976
Excess of tax over book deduc­

tion—
Depreciation ................................ $8,140,000 $ 7,522,000
Interest ....................................... 424,000 3,953,000
Other items, net......................... 481,000 2,644,000

$9,045,000 $14,119,000

Deferred Method

AIR  P R O D U C TS  A N D  C H EM IC A LS, INC. (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Major Accounting Policies 
Investment Tax Credit and Foreign Investment Grants—  

T h e  C o m p a n y  ta k e s  U n ited  S ta te s  in ves tm en t ta x  cred it into  
in co m e o ve r th e  co m p o s ite  a v e ra g e  lives of th e  app licab le  
assets . T h e  a m o rtiza tio n  o f th e  cred it is inc luded  in consoli­
d a te d  inco m e as  a  reduction  o f th e  provision for inco m e  
taxes . T h e  add itional o n e  p ercen t in ves tm en t ta x  cred it resu lt­
ing from  th e  ado ption  of a  T a x  R edu ctio n  A ct E m p lo y e e  S to ck  
O w n e rs h ip  P lan  (T R A S O P ) is reco rd ed  as  a  red uction  o f th e

provision for curren t in co m e ta x e s  w h e n  th e  C o m p a n y ’s c o n ­
tribution to th e  p lan  is inc luded  in o p e ra tin g  costs. Foreign  
investm ent g ran ts  a re  d efe rre d  and  am o rtize d  o ver th e  useful 
lives o f th e  re la ted  assets .

Note 5: Income Taxes— T h e  co m p o n e n ts  of th e  provision  
for inco m e ta x e s  a re  as  follows:

1977
(in thousands)

1976

Federal:
Current......................................... $21,399 $26,562
Deferred.......................................
Deferred investment credit, net

9,985 4,880

of amortization...................... 7,690 7,789
39,074 39,231

State:
Current......................................... 4,579 6,208
Deferred........................................ 1,334 660

5,913 6,868
Foreign:

Current......................................... 8,034 8.205
Deferred....................................... 3,529 3,146

11,563 11,351
Total Provision for Income

Taxes................................ $56,550 $57,450

D e ferre d  ta x e s  result prim arily  from  th e  tax  e ffec t o f the  
e x c es s  of tax  d ep rec ia tio n  o ve r book d ep rec ia tio n .

T h e  e ffec tive  tax  ra tes  o f 4 5 .5 %  for 1 9 7 7  a n d  4 8 .0 %  for 
1 9 7 6  can  b e  reco nc iled  to  th e  U n ited  S ta te s  F e d e ra l inco m e  
tax  ra te  o f 4 8 %  as  follow s:

1977 1976
(Percent of profit
before income

taxes)
United States Federal statutory rate 
State taxes, net of Federal tax ben­

efit .................................................

48.0%

2.5

48.0%

3.0
Amortization of investment credit.. 
Additional investment credit from

(3.1) (2.3)

TRASOP contribution...................
Domestic International Sales Corpo­

ration (DISC) tax benefit...........

( .9) 

(1.2) (1.4)
Other.................................................... .2 .7

Effective tax ra te ........................ 45 .5% 48.0%

T h e  C o m p a n y  h as  m a d e  no provision  for U n ited  S ta te s  
inco m e ta x e s  on th e  undistributed  e a rn in g s  of its fo re ig n  sub ­
s id iaries  and  5 0 %  o w n ed  jo in t ve n tu re s  w h e re  such  earn in g s  
h av e  b ee n  p erm a n e n tly  re in ves ted  or on  th e  undistributed  
e a rn in g s  of its D o m e s tic  In te rn a tio n a l S a le s  C o rp o ra tio n  
w hich  h a v e  b e e n  invested  in q ualified  e x p o rt-re la te d  assets . 
T h e  a m o u n t o f such  undistributed  e a rn in g s  included in c o n ­
s o lid a te d  re ta in e d  e a rn in g s  at 3 0  S e p te m b e r  1 9 7 7  w a s  
$ 5 1 ,0 0 0 ,0 0 0 .

T h e  e x p e n s e  of ta x e s  o th e r than  in c o m e  ta x e s  am o u n ted  
to $ 2 4 ,3 5 0 ,0 0 0  in 1 9 7 7  a n d  $ 2 0 ,3 9 4 ,0 0 0  in 1 9 7 6  including  
payroll tax e s  o f $ 1 7 ,7 4 5 ,0 0 0  a n d  $ 1 4 ,0 7 1 ,0 0 0 , resp ective ly .



Income Taxes

AKZONA INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of significant accounting 
policies

Investment tax credit— Investment tax credits are deferred 
and amortized into income over the average useful lives of 
the related assets.

Note 6: Income taxes—The income tax provision is com­
prised of the following:

1 9 7 7  1 9 7 6
Provision (credit) fo r income taxes:

Current— F e d e ra l.............................  $ (6 ,0 4 1 ,0 0 0 )  $ (8 ,4 0 2 ,0 0 0 )
S ta te ...................................  9 8 0 ,0 0 0  (1 2 6 ,0 0 0 )

D eferred— F e dera l...........................  4 ,2 3 6 ,0 0 0  5 ,4 9 9 ,0 0 0
S ta te ...............................  4 0 ,0 0 0  3 9 8 ,0 0 0

$ (7 8 5 ,0 0 0 )  $ (2 ,6 3 1 ,0 0 0 )

The effective tax rate differs from the 48% federal statutory 
rate because of investment tax credit amortization, depletion 
and other less significant items. Deferred income taxes, prin­
cipally federal, result from timing differences in the recogni­
tion of income and expense for tax and financial reporting 
purposes. The use of accelerated methods of depreciation 
for tax reporting and the straight-line method for financial 
reporting represents the most significant timing difference.

Investment tax credits amortized into income were 
$2,800,000 in 1977 and $2,313,000 in 1976. For tax pur­
poses, the full credit earned is normally used to reduce cur­
rent federal taxes payable. Credits of $6,306,000, earned in 
1976 and 1977 and available through 1984 for the reduction 
of future federal income tax liabilities, have been reflected as 
reductions of deferred income taxes in the accompanying 
consolidated statement of financial condition.

ANHEUSER-BUSCH, INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of S ignificant Accounting Principles and 
Policies

Income Taxes—The provision for income taxes is based 
on elements of income and expense as reported in the 
Statement of Income. The company has elected to utilize 
certain provisions of federal income tax laws and regulations 
to reduce current taxes payable, the primary item being the 
calculation of depreciation for tax purposes on the basis of 
shorter lives permitted by the Treasury Department. The re­
sulting tax benefit has been deferred until such time as de­
preciation reported in the Statement of Income exceeds that 
taken for income tax purposes.

The company follows the practice of adding investment tax 
credit to income over the productive lives of the assets 
generating such credit, rather than in the year in which the 
assets are placed in service. Accordingly, benefits realized 
from investment tax credit have been deferred and will be 
recognized as reductions in the provisions for income taxes 
in the appropriate years.

1 9 7 7 1 9 7 6

$ 4 5 ,3 0 6 $  7 ,4 7 8
1 ,4 9 0 2 ,2 4 1

4 6 ,7 9 6 9 ,7 1 9

2 4 ,6 6 6 1 7 ,6 6 9
1 ,3 8 2 1 ,4 7 9

2 6 ,0 4 8 1 9 ,1 4 8

1 1 ,3 6 3 2 2 ,1 5 8

(3 ,9 8 6 ) (3 ,0 7 3 )

(2 ,1 8 0 ) —

5 ,1 9 7 1 9 ,0 8 5
$ 7 8 ,0 4 1 $ 4 7 ,9 5 2

Income Taxes—The provision for income taxes for the 
years ended December 31, 1977 and 1976, includes the fol­
lowing:

Current ta x  provision:
Federal....................................................
O ther........................................................

D eferred ta x  provision:
Federal....................................................
O ther........................................................

D eferred investm ent ta x  credit: 
Reduction in current taxes  pay­

able ..................................................
Less:

A m ortization of deferred in­
vestm ent ta x  c re d it..........

TR A SO P in v e s tm e n t ta x  
c r e d i t .......................................

T o ta l ................................................................

The deferred tax provision results from timing differences 
in the recognition of revenue and expense for tax and finan­
cial purposes. The primary timing difference is the use of 
accelerated depreciation for tax purposes which had a tax 
effect of $25,772,000 in 1977 and $20,084,000 in 1976.

During the current year, the company established a 
TRASOP (Tax Reduction Act Stock Ownership Plan) and as 
a result obtained an additional 1% investment tax credit. This 
additional credit offsets a corresponding charge to expense 
in the company’s Statement of Income.

BRIGGS & STRATTON CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Investment Credit—The Company follows the de­
ferral method of accounting for the Federal investment tax 
credit. The remaining balance of $3,819,000 at year end is 
being amortized over the lives of the related assets. The 
investment credit amounted to $928,000 and $954,000 in 
1977 and 1976, respectively. Amortization of $406,000 and 
$322,000 was reflected in income in 1977 and 1976, respec­
tively.

287
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TAXES ON UNDISTRIBUTED EARNINGS Accrual For Taxes

APB Opinion No. 23 stipulates that income taxes should 
be accrued for undistributed earnings of subsidiaries and 
corporate joint ventures included in consolidated earnings 
and that such accruals should be accounted for as timing 
differences. If there is evidence that the undistributed earn­
ings of a subsidiary or corporate joint venture will not be 
transferred to the investor, income taxes should not be ac­
crued, but disclosures should be made as to the reason for 
not accruing taxes (earnings will be reinvested or remitted in 
the form of a tax-free liquidation) and as to the cumulative 
amount of undistributed earnings. With regard to the undis­
tributed earnings of other investees which are included in 
consolidated earnings APB Opinion No. 24 stipulates that 
income taxes should be accrued and treated as a timing 
difference.

An Accounting Interpretation of Opinion No. 23, published 
in the March 1973 issue of The Journal of Accountancy and 
reprinted in Section U 4095 of AICPA Professional 
Standards-Accounting discusses disclosure of untaxed un­
distributed earnings of subsidiary. The Interpretation states in 
part:

Care should be exercised in drafting the footnote 
required by paragraph 14-b of APB Opinion No. 23 so 
that readers may be fully apprised of tax implications of 
unremitted earnings of subsidiaries. The following is 
illustrative.

“ It is the policy of the company to accrue appropriate 
U.S. and foreign income taxes on earnings of sub­
sidiary companies which are intended to be remitted to 
the parent company in the near future. Unremitted 
earnings of subsidiaries which have been, or are in­
tended to be, permanently reinvested (disclosure of 
purpose), exclusive of those amounts which if remitted 
in the near future would result in little or no such tax by 
operation of relevant statutes currently in effect, aggre­
gated $ at December 31, 1972.”

Table 3-14 shows the extent to which the survey com­
panies accrued taxes on undistributed earnings.

TABLE 3-14: TAXES ON UNDISTRIBUTED 
EARNINGS

1977 1976 1975 1974
Taxes accrued on all undis­

tributed earn ings..............
Taxes accrued on a portion

28 44 33 35

of undistributed earnings 
Taxes not accrued on undis­

tributed earn ings..............

108

248

119

236

108

227

140

223
No mention of undistributed

earnings ............................ 216 201 232 202

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

BOISE CASCADE CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 3 (in part): Income Taxes—The Company has undis­

tributed earnings of approximately $90,625,000 from certain 
of its foreign subsidiaries. U.S. income taxes, net of allowable 
foreign income tax credits, have been provided on 
$10,002,000 of the undistributed earnings. The Company 
has not provided U.S. income taxes on $80,623,000 of the 
undistributed earnings of its Canadian subsidiaries because 
of its plans to reinvest those earnings in Canada.

ST. REGIS PAPER COMPANY (DEC)

N O T E S  TO FINANCIAL STATEMENTS
Summary of Significant Accounting Policies (in part)
Taxes on income, investment credits, and capita l 

gains—The company computes and records taxes currently 
payable based upon determination of taxable income, which 
is different from pretax financial statement income. To the 
extent such difference is not permanent and arises from re­
cording transactions which apply to the computation of taxa­
ble income in another period, the tax effect is provided for as 
deferred taxes.

The provision for Federal income taxes gives effect to the 
capital gains treatment of timber cutting and to investment 
credits deductible for purchase or construction of qualified 
equipment and facilities. Such credits are reflected as a re­
duction of income tax expense on a flow-through basis in the 
year in which they arise.

Deferred income taxes are provided at capital gains rates 
on undistributed earnings of less-than-50-percent-owned 
companies where St. Regis’ investment is accounted for by 
the equity method, based on the determination that the undis­
tributed earnings will be realized by the ultimate disposition of 
the investment rather than in the form of dividends. No provi­
sion is made for income taxes on undistributed earnings of 
consolidated foreign subsidiaries, 50-percent-owned joint 
ventures, and the company’s Domestic International Sales 
Corporation subsidiary, since these earnings normally have 
been or will be reinvested in the business.

Income Taxes (in part)— Income taxes for the years ended 
1977 and 1976 are shown in the following table:
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1977 1976
Federal
Current .............................................. $33,980,000 $34,571,000
Less: Investment tax credit..............  7,843,000 17,190,000

Employee stock ownership
plan .................................  2,251,000

Current, net...........................  23,886,000 17,381,000
Deferred:

Accelerated methods of comput­
ing depreciation..................... 16,803,000 12,330,000

Accelerated funding of pension
costs.......................................  3,641,000

Deferred gain on sale of assets 1,056,000
Deferred compensation not de­

ductible until paid.................  39,000 316,000
Taxes provided on undistributed 

earnings of non-consolidated
affiliates.................................  233,000 333,000

Realized foreign-currency
(gains) losses........................ (78,000) 3,361,000

Unrealized foreign-currency
losses......................................  (800,000) (225,000)

Other, net....................................  1,991,000 838,000
Deferred ................................ 22,885,000 16,953,000

Total Federal...................  46,771,000 34,334,000
Foreign
Current .............................................. 12,743,000 13,189,000
Deferred:

Taxes provided on undistributed 
earnings of non-consolidated
affiliates.................................  580,000 51,000

Other, net....................................  3 ,535,000 996,000
Deferred ................................ 4,115,000 1,047,000

Total foreign...................  16,858,000 14,236,000
State and local................................... 3 ,500,000 5,200,000
Provision for income taxes............. $67,129,000 $53,770,000

Deferred taxes on the balance sheet will be reflected as a  
com ponent of current tax expense in subsequent years as 
timing differences reverse. It is anticipated that the tax ex ­
pense will continue to exceed the cash outflow because of 
new deferrals.

expenditure becomes eligible for investment benefit under 
applicable tax regulations.

Deferred income taxes are provided on items recognized in 
different periods for financial reporting purposes than for in­
come tax purposes. Deferred income taxes result principally 
from the use of accelerated methods of depreciation for tax 
purposes.

Deferred income taxes are also provided on such undis­
tributed earnings of subsidiaries outside the United States as 
the Company anticipates it will receive as dividends as well 
as on undistributed earnings of associated companies in 
which investments are recorded on the equity basis. How­
ever, deferred taxes have not been provided on a portion of 
the undistributed earnings of subsidiaries outside the United 
States and a domestic international sales corporation, since it 
is intended that such earnings are permanently reinvested in 
these companies.

OTHER FINANCIAL INFORMATION
Income Taxes— Income tax expense consisted of the fol­

lowing:

1977 1976
(Thousands of Dollars)

Current:
U.S. Federal.................................
U.S. State and Local.................
Foreign

Canadian Federal and Pro­
vincial................................

Canadian Provincial Mines.. 
Other ......................................

Deferred:
U.S.................................................
Foreign

Canadian Federal and Pro­
vincial................................

Canadian Provincial Mines.. 
Other ......................................

$34,599
3,860

12,842
10,705
7,042

69,048

11,464

4,764
1,553
2,091

19,872
$88,920

$ 9,695 
2,155

10,911
8,893
6,935

38,589

5,190

(973)
3,141
1,857
9,215

$47,804

The cumulative amount of undistributed earnings of con­
solidated subsidiaries and 50-percent-owned joint ventures 
on which the company has not provided income taxes was 
approximately $133,000,000 in 1977 and $137,000,000 in 
1976. The Domestic International Sales Corporation sub­
sidiary represents $10,500,000 of such earnings in both 1977 
and 1976.

The investment tax credit amounted to $3,720,000 in 1977 
and $3,915,000 in 1976.

The cumulative amount of the portion of undistributed earn­
ings of subsidiaries outside the United States and of a 
domestic international sales corporation on which the Com­
pany has not provided deferred income taxes at December 
31, 1977 was approximately $272,700,000.

JOHNS-MANVILLE CORPORATION (DEC)

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Income Taxes— Income taxes are provided at rates applic­
able In the countries in which the income is earned.

The investment tax credit is accounted for as a reduction of 
income tax expense in the year in which the related capital

No Accrual For Taxes

ALLEGHENY LUDLUM INDUSTRIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (In part): Summary of Accounting Policies: 
Income taxes— Investment tax credits are applied as a re­

duction of income taxes currently payable in the year in which
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th e  cred its  a re  e a rn e d .

D e fe rre d  in co m e ta x e s  a re  not p ro vid ed  on undistributed  
e a rn in g s  o f fo re ig n  sub s id iaries  a n d  a ffilia ted  c o m p a n ie s  that 
h a v e  b ee n  re in ves ted .

Note 10 (in part): Income taxes— In c o m e  ta x e s  for th e  
y e a rs  1 9 7 7  and  1 9 7 6  a p p licab le  to  continu ing  o p e ra tio n s  and  
d isco ntinu ed  o p e ra tio n s  inc lude curren t and  d e fe rre d  taxes  
as  follow s:

1977 1976

(In thousands)
Taxes currently payable (refunda­

ble):
Federal ................................... $ 9 ,402 $(3,934)
Foreign................................... 470 633
State ...................................... 1,877 2 ,125

11,749 (1 , 176)
Less investment tax credits...... 4 ,7 47 3,761

Deferred taxes:
7,002 (4,937)

Federal ................................... 1,920 (2,214)
State ...................................... 435 320

2 ,355 (1,894)

$ 9 ,357 $(6,831)

Prior to th e  fourth  q u a rte r o f 1 9 7 7 , th e  C o rp o ra tio n  fo llow ed  
th e  policy o f provid ing  d e fe rre d  in co m e ta x e s  on  undistrib ­
u ted  earn in g s  of its D o m estic  In tern a tio n a l S a le s  C o rp oratio n  
(D IS C ). A s a  resu lt o f its continu ing  e x p e r ie n c e  w ith  this e x ­
port sub s id iary  a n d  o th e r factors , th e  C o rp o ratio n  d e te rm in e d  
in late  1 9 7 7  that all und istributed  D IS C  e a rn in g s  will b e  p e r­
m a n e n tly  re in ves ted  and  accord in g ly  will not b e  a v a ila b le  for 
ta x a b le  distribution to  th e  C o rp o ratio n  in th e  fo re s e e a b le  fu ­
tu re . T h e  C o rp o ratio n  b e lie v e s  th a t th e  recogn ition  o f D IS C  
e a rn in g s , w ith ou t provision  for d e fe rre d  tax e s , m o re  a c c u ­
ra te ly  re flects  th e  o p e ra tio n s  o f its expo rting  activ ities . A s a  
resu lt o f not provid ing  d e fe rre d  in c o m e  ta x e s  on  th e  D IS C  
e a rn in g s , 1 9 7 7  n et e a rn in g s  w e re  in c re as e d  by $ 2 ,6 9 4 ,0 0 0  
o r $ .3 7  p e r s h are , o f w hich  $ 2 ,4 1 5 ,0 0 0  o r $ .3 3  p er s h a re  w a s  
attrib u tab le  to  y e a rs  prior to 1 9 7 7 .

In c o m e  ta x  e x p e n s e  of continu ing  o p e ra tio n s  in e a c h  y e a r  
v aried  from  th e  a m o u n t w h ich  w ou ld  b e  p rovided  by app ly ing  
th e  F ed e ra l s ta tu tory  inco m e tax  rate  to  e a rn in g s  fro m  c o n ­
tinu ing  o p e ra tio n s  b efo re  in co m e tax e s . T h e  fo llow ing reco n ­
ciles th e  F ed e ra l s ta tu to ry  tax  ra te  to  th e  e ffec tive  tax  ra te  for 
th e  y e a rs  1 9 7 7  and  1 9 7 6 :

1977 1976
Federal statutory tax rate................ 48 .0% 48.0%
Investment tax credits......................
Equity in net earnings of unconsoli­

dated subsidiaries and affiliated

(13.6) (8.2)

companies....................................
Undistributed current and prior

(3.2) (10.7)

years' earnings of DISC.............
State income taxes, less Federal in­

come tax benefit.........................

(7.7)

3.4 2.9
Other .................................................. — .6
Effective tax ra te .............................. 26.9% 32.6%

C u m u la tiv e  u nd istributed  earn in g s  o f a ffilia tes  a n d  foreign  
sub s id iaries  th a t h a v e  b e e n  re in ves ted  a n d  on  w h ich  inco m e  
ta x e s  h a v e  not b e e n  p ro vid ed  by th e  C o rp o ra tio n  am o u n ted  
to  a p p ro x im a te ly  $ 6 3 ,0 0 0 ,0 0 0  a t J a n u a ry  1, 1 9 7 8 .

TH E  B EN D IX  C O R P O R A TIO N  (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
U.S. and foreign income taxes— U .S . a n d  fo re ig n  inco m e  

ta x e s  h a v e  b ee n  p rovided  on th e  undistributed  earn in g s  of 
sub s id iaries  o u ts id e  th e  U .S ., e x c ep t to  th e  e x te n t such  e a rn ­
ings a re  co n s id ered  p erm a n e n tly  invested  in th e  subsid iary  
o pera tion s .

In ves tm en t c red it is d e fe rre d  and  am o rtize d  o v e r th e  es ti­
m ated  useful lives of th e  as s e ts  to  w hich  it app lies .

U.S. and Foreign Income Taxes (in part)— T h e  undistrib ­
u ted e a rn in g s  c o n s id ered  p erm a n e n tly  invested  in subsid iary  
o p e ra tio n s  o uts id e  th e  U .S . a p p ro x im a te  $ 1 8 5  m illion at S e p ­
te m b e r 3 0 , 1 9 7 7 ; no provision h as  b e e n  m a d e  for taxes  
w hich  could  resu lt in th e  e v e n t o f rem issio n  of th e s e  undistri­
buted  earn in g s . A n y  such U .S . in co m e ta x e s  p a y a b le  w ould  
b e red u ced  th rou gh  utilization  o f a v a ila b le  fo re ig n  ta x  credits.

HEUBLEIN , INC. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Taxes (in part)— P ro v is io n  fo r fo re ig n  in c o m e  ta x e s  is 
m a d e  w h e re  app licab le . N o  provision  for fed e ra l inco m e  
ta x e s  h as b ee n  m a d e  on th e  und istributed  e a rn in g s  of foreign  
sub s id iaries  s in ce  it is m a n a g e m e n t’s in tent to re in vest s u b ­
s tan tia lly  all e a rn in g s  o f fo re ig n  sub s id iaries  ab ro ad . T h e  un ­
d istributed  earn in g s  of fo re ig n  sub s id ia ries  for w hich  fed era l 
inco m e ta x e s  h av e  not b e e n  p rovided  a t J u n e  3 0 , 1 9 7 7  
a g g re g a te  $ 1 6 ,0 6 3 ,0 0 0 . If such  e a rn in g s  w e re  d istributed, 
inco m e tax  cred its  w ou ld  b e  a v a ila b le  to  red u ce  a n y  resulting  
inco m e tax  liability.

R A N C O  IN C O R P O R A TE D  (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Accounting Policies:
International Subsidiaries— A t S e p te m b e r 3 0 , 1 9 7 7 , the  

c u m u la tive  a m o u n t o f undistributed  e a rn in g s  of In tern atio na l 
sub s id iaries  for w hich  th e  C o m p a n y  h ad  not reco g n ized  th e  
tax  e ffec t o f rece iv ing  a  ta x a b le  tran sac tio n , w a s  a p p ro x i­
m ate ly  $ 8 ,1 6 4 ,0 0 0 . If such  und istributed  earn in g s  w e re  e v e r  
rem itted  to th e  C o m p a n y  in a  ta x a b le  d istribution , it is e x ­
p ected  that th e  U .S . in co m e ta x e s  w ou ld  b e  su b stan tia lly  
o ffset by a v a ila b le  ta x  cred its . In add ition , th e  C o m p a n y ’s 
“ D o m e s tic  In te rn a tio n a l S a le s  C o rp o ra t io n ” (D IS C )  h as  
c u m u la t iv e  u n d is tr ib u te d  e a r n in g s  o f a p p r o x im a te ly  
$ 9 3 5 ,0 0 0 . In a c c o rd a n c e  w ith  g en e ra lly  a c c ep ted  accou nting  
princip les, no in co m e ta x e s  h a v e  b ee n  pro vid ed  on undistrib ­
uted D IS C  earn in g s .

N e t sa les  o f th e  In te rn a tio n a l o p e ra tio n s  w e re  ap p ro x i­
m ate ly  $ 4 7 ,4 2 8 ,0 0 0  and  $ 3 9 ,6 5 5 ,0 0 0  in 1 9 7 7  a n d  1 9 7 6 , re ­
spective ly .



Translation of Foreign Currency Accounts

TRANSLATION OF FOREIGN CURRENCY 
ACCOUNTS

During 1975, the Financial Accounting Standards Board 
issued Statement of Financial Accounting Standards No. 8 
which, effective for fiscal periods beginning after December 
31, 1975, is the authorative pronouncement on accounting 
for translation of foreign currency accounts.

Of the 416 survey companies having foreign operations, 
306 disclosed details as to their translation policies. Exam­
ples of such translation disclosures follow.

A M P IN C O R P O R A TE D  A N D  PA M C O R , INC. (DEC)

NOTES TO COMBINED FINANCIAL STATEMENTS
Note 3: International Operations— Net. income from inter­

national operations amounted to $27,316,000 in 1977 and 
$20,197,000 in 1976.

Availability of remittances to the parent company is subject 
to exchange controls and other restrictions of the various 
countries.

Exchange gains and losses, after adjustment for income 
taxes to the extent appropriate, decreased net income by 
$2,069,000 in 1977 and increased net income by $489,000 in 
1976. However, the total cumulative quantifiable effect of 
foreign currency rate changes on net income, including the 
effect of consuming in operations non-monetary assets trans­
lated to U.S. dollars at historical exchange rates (principally 
inventories charged to cost of sales on a first-in, first-out 
basis), decreased net income by approximately $.01 per 
share in 1977 and $.09 per share in 1976. Economic effects 
of foreign currency exchange rate changes, such as changes 
in selling prices, sales volumes and cost structures, are not 
quantifiable by practicable means.

A R M S TR O N G  C O R K  C O M P A N Y  (D EC )

1 9 7 7
($ 0 0 0 )

1 9 7 6

Earnings before o ther income (e x ­
pense), income tax es  and e x ­
traord inary  ga in .................................  $ 1 1 2 ,7 6 4  $ 1 0 8 ,2 8 4

O ther income (expense):
Interest e x p e n s e ............................... ( 1 4 ,9 9 5 ) (1 3 ,0 4 6 )
U n re a lize d  fo re ig n  e x c h a n g e

gains ( lo s s e s ) ............................. ( 8 ,9 9 9 ) 1 ,9 1 6
M iscellaneous, n e t ......................... 6 ,5 6 6 5 ,2 9 3

(1 7 ,4 2 8 ) (5 ,8 3 7 )
Earnings before income taxes and

ex trao rd in a ry  g a in ........................... 9 5 ,3 3 6 1 0 2 ,4 4 7
Taxes on incom e....................................... 5 4 ,9 6 1 5 0 ,1 9 7
Earnings before ex trao rd in a ry  gain $ 4 0 ,3 7 5 $ 5 2 ,2 5 0

FINANCIAL REVIEW
Net earnings of $40.4 million for 1977 are 23% below the 

earnings of $52.3 million reported for 1976, excluding the 
extraordinary gain in 1976 of $12.4 million ($.48 per common 
share) resulting from the sale of surplus woodlands which 
had been held essentially for investment purposes.

Effect of foreign exchange  
gains (losses) on earnings  
Earnings exclusive of foreign cur­

rency exchange flu c tu a tio n s . . . .  
Foreign exchange gains (losses): 

Realized:
Related to long-term  d e b t .. .  
O th er.................................................

Unrealized:
Related to long-term  d e b t. . .  
O ther.................................................

Total foreign ex ch a n g e ..........................
Earnings before ex trao rd in a ry  gain

TH E  A N SU L C O M P A N Y  (D EC )

2 9 1

1 9 7 7 1 9 7 6
(0 0 0 ) (0 0 0 )

$ 4 7 ,8 1 8 $ 5 0 ,2 1 6

(2 2 )
(1 1 9 ) (8 0 0 )
(1 4 1 ) (8 0 0 )

(7 ,3 2 7 ) 2 ,2 2 1
2 5 6 1 3

(7 ,3 0 2 ) 2 ,8 3 4
(7 ,4 4 3 ) 2 ,0 3 4

$ 4 0 ,3 7 5 $ 5 2 ,2 5 0

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Translation o f Foreign Currencies—The accounts of 
foreign subsidiaries have been translated using current ex­
change rates for current assets (excluding inventories and 
certain prepaid items), current liabilities, and long-term debt 
and appropriate historical rates for all other balance sheet 
accounts. Revenue and expense accounts are translated at 
average exchange rates during the year, except for amounts 
related to balance sheet accounts translated at historic rates. 
Foreign currency translation adjustments are included in in­
come currently.

Note 7: Effect of Currency Exchange Rate Changes—Our 
consolidated results from continuing operations have been 
reduced by $67,000 in 1977 and $235,000 in 1976 as a result 
of currency exchange rate fluctuations. The 1977 loss in­
cludes unrealized translation losses of $407,000 offset by a 
$340,000 decrease to cost of sales related to the historical 
translation of inventories sold during the year. The 1976 re­
duction was due to unrealized translation losses of $80,000 
and a $155,000 increase to cost of sales. In addition, a 1976 
devaluation of the Australian dollar caused the U.S. dollar 
valuation of our inventories in Australia to be in excess of 
replacement value, necessitating a $790,000 write down to 
market at November 30, 1976.

A VO N  PR O D U C TS , INC. (D EC )

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Foreign Exchange—Net earnings were unfavorably af­
fected by $20,211,000 in 1977 and by $26,358,000 in 1976 
by foreign currency fluctuations. An analysis follows (in 
thousands):
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Foreign exchange gains-net:
Translation of foreign currency  

statem ents into U .S . dollars, 
and realized and unrealized  
fo re ig n  c u rre n c y  tra n s a c ­
tions ................................................

1 9 7 7  

$ 6 3 2

1 9 7 6  

$ 8 ,2 2 2
Translation of certain item s, princi­

pally inventories, at historical
rates ........................................................

E ffec t o f fo re ig n  c u rre n c y  ra te  
changes on revenues and e x ­
penses ....................................................

(1 4 ,0 5 1 )

(6 ,7 9 2 )

(2 2 ,4 9 4 )

(1 2 ,0 8 6 )
$ (2 0 ,2 1 1 ) $ (2 6 ,3 5 8 )

Detail by country:
1 9 7 7 1 9 7 6

B r a z i l ...................................................... $ (1 1 ,7 7 4 ) $ 1 0 ,5 5 2 )
A rg e n tin a .............................................. ( 3 ,9 0 8 ) (5 ,7 1 5 )
M e x ic o .................................................. (1 ,7 8 8 ) (7 ,8 2 3 )
Spain ...................................................... (1 ,4 7 7 ) (6 5 9 )
Australia ............................................... (1 ,1 2 4 ) (3 )
G erm a n y ................................................ 2 ,3 6 8 1 ,1 7 2
All other— n e t ................................... (2 ,5 0 8 ) (2 ,7 7 8 )

$ (2 0 ,2 1 1 ) $ (2 6 ,3 5 8 )

The adverse effect on net earnings of foreign exchange 
fluctuations does not reflect the favorable effect of increases 
in selling prices or of other business actions taken to 
minimize the impact of inflation.

B R IS TO L-M Y E R S  C O M P A N Y  (D EC )

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Operations Outside the United States—Amounts 
included in the consolidated financial statements for sub­
sidiaries operating outside the United States and Puerto Rico 
are as follows:

Y ear Ended D ecem ber 3 1 ,  
1 9 7 7  1 9 7 6

Increase (D ecrease)
Effect on gross margin from  charg­

ing costs of products sold w ith
inventory at historic r a t e s ..........  $ (1 0 ,4 0 7 ,0 0 0 )  $ (1 0 ,5 4 7 ,0 0 0 )

Effect of balance sheet translations ( 3 ,3 1 8 ,0 0 0 )  (5 ,8 2 4 ,0 0 0 )
Earnings before income t a x e s ..........  ( 1 3 ,7 2 5 ,0 0 0 )  ( 1 6 ,3 7 1 ,0 0 0 )
Provision fo r income t a x e s ................ 1 ,8 7 9 ,0 0 0  (6 4 3 ,0 0 0 )
N et e a rn in g s ............................................... $ (1 1 ,8 4 6 ,0 0 0 )  $ (1 7 ,0 1 4 ,0 0 0 )
Per share e f f e c t ....................................... $ ( . 19 ) $ ( . 2 7 )

C H R Y S LE R  C O R P O R A TIO N  (D EC )

NOTES TO FINANCIAL STATEMENTS
Foreign Currency Exchange Losses—The combined ef­

fect of the foreign currency translation and conversion, the 
margin reduction on inventory turnover, and the inventory 
write-down was a reduction of after tax earnings of $64 mil­
lion in 1977 compared to a $31 million reduction in 1976.

The Financial Accounting Standards Board Statement No. 
8 requires the disclosure of the effect on net income of 
foreign currency exchange gains or losses resulting from the 
following: (1) translating foreign operations’ financial state­
ments denominated in foreign currencies, (2) conversion of 
foreign currencies, (3) the settlement of a receivable or pay­
able denominated in foreign currency at a rate different from 
that at which the item is recorded, and (4) realized and un­
realized gains and losses on forward exchange contracts un­
dertaken to protect net assets.

Throughout the year, the translation of inventories at his­
toric rates (at cost in dollars at the time acquired) rather than 
current rates of exchange caused profit margins to decrease 
in certain foreign operations as inventories were sold sub­
sequent to exchange rate changes. In addition, the write­
down of inventory values to market (under the lower of cost or 
market principle) as the result of exchange rate changes 
caused charges to net earnings.

Y ear Ended Decem ber 3 1 ,
1 9 7 7 1 9 7 6

Net s a le s ...................................................... $ 6 7 2 ,1 7 8 ,0 0 0 $ 6 3 7 ,9 3 4 ,0 0 0
Cost of products so ld ............................. 2 8 1 ,7 2 7 ,0 0 0 2 7 0 ,5 2 1 ,0 0 0
Earnings before income t a x e s .......... 7 4 ,4 0 7 ,0 0 0 6 9 ,2 8 7 ,0 0 0
Net e a rn in g s ............................................... 4 1 ,5 7 0 ,0 0 0 3 9 ,3 5 2 ,0 0 0
Current a s s e ts ........................................... $ 4 1 1 ,3 3 9 ,0 0 0 $ 3 7 5 ,8 2 8 ,0 0 0
P roperty , plant and eq u ipm ent-net. 8 2 ,2 4 8 ,0 0 0 8 1 ,6 7 8 ,0 0 0
Total a s s e ts ................................................ 5 5 4 ,0 4 0 ,0 0 0 5 2 3 ,2 8 6 ,0 0 0
Current lia b il i t ie s ..................................... 2 1 0 ,7 8 9 ,0 0 0 1 8 4 ,4 3 0 ,0 0 0
Total lia b ili t ie s ........................................... 2 4 1 ,5 6 7 ,0 0 0 2 1 3 ,7 4 8 ,0 0 0
Net a s s e ts .................................................... 3 1 2 ,4 7 3 ,0 0 0 3 0 9 ,5 3 8 ,0 0 0

The translation effects on earnings from exchange rate

1 9 7 7  1 9 7 6
(in millions of dollars)

fluctuations were as follows:

G ain (loss) fro m  tra n s la tio n  and
convers ion .............................................

A ggregate  decrease in operating  
m arg ins as in v e n to rie s  w e re  
sold subsequent to changes in
foreign currency v a lu e s ................

W rite -d ow n  of inventories to m a r­
ket caused by declines in foreign
currency v a lu e s .................................
Total effect on net earnings . . . .

In addition, changes in relative values of foreign currencies 
have an impact on operating margins of the company. Gen­
erally, this impact cannot be separately determined because 
product pricing changes are occurring simultaneously. In 
Canada, however, no price increases could be obtained dur­
ing 1977 as the value of the Canadian dollar declined result­
ing in a reduction in net earnings of $13 million from 1976.

$ (3 3 ) $ 58

(1 2 ) (2 4 )

(1 9 ) (6 5 )
$ (6 4 ) $ (3 1 )
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SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Translation of foreign currencies: The assets and liabilities 
of foreign subsidiaries are translated into U.S. dollars on the 
following basis:

Balances representing cash and amounts receivable 
or payable that are denominated in foreign currencies 
are translated at rates that approximate the year-end 
foreign exchange rates.

Other assets and liabilities (principally inventories 
and property, plant and equipment and related depre­
ciation) are translated at historical exchange rates pre­
vailing at the dates of acquisition.

Revenue and expense transactions are translated in a 
manner that produces approximately the same U.S. dollar 
amounts that would have resulted had the underlying trans­
actions been translated into U.S. dollars on the dates they 
occurred. Revenue and expenses that relate to assets and 
liabilities translated at historical rates are translated at these 
historical rates.

Losses accruing on forward exchange contracts are rec­
ognized in net earnings in the current period. Gains accruing 
on these same type contracts are recognized currently if the 
contracts are intended to hedge general exposed foreign cur­
rency net asset or liability positions. Gains are deferred if the 
contracts are intended to hedge identifiable foreign currency 
commitments.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note C: Foreign Subsidiaries—The consolidated balance 
sheets and statements of earnings include the accounts of 
certain foreign subsidiaries operating outside the United 
States. These foreign subsidiaries had net earnings of $23.1 
million in 1977 and $26.1 million in 1976 (after provision for 
deferred Federal income taxes on undistributed foreign earn­
ings), and they had net assets of $209.1 million at October 
31, 1977.

Net foreign exchange adjustments (including gains and 
losses from both settlement of commercial transactions and 
translation of the accounts of foreign subsidiaries) resulted in 
net losses of $2.9 million in 1977 and net gains of $2.4 million 
in 1976. Net foreign exchange adjustments are included in 
other deductions in the consolidated statement of earnings.

FORD MOTOR COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Accounting Policies
Foreign Currency Translation—The Company follows the 

translation principles established by Statement No. 8 of the 
Financial Accounting Standards Board. Net property, inven­
tories and certain deferred items of foreign operations are 
translated at the historical rates of exchange in effect when 
the related assets were acquired or the liabilities were in­
curred. The remaining assets and liabilities of foreign opera­
tions are translated at the rates of exchange in effect at the 
end of the period. Revenues and expenses are translated at 
rates of exchange prevailing during the period, except for

DRESSER INDUSTRIES, INC. (OCT) depreciation, amortization and cost of sales, which are based 
on historical rates.

In 1977, changes in exchange rates reduced profits by $44 
million or $.16 a share. A net exchange gain of $36 million 
was more than offset by reduced profit margins of $80 million 
on the subsequent sale of inventories on hand when ex­
change rates changed.

In 1976, changes in exchange rates reduced profits by $49 
million or $.17 a share. A net exchange gain of $85 million 
(restated in accordance with Financial Accounting Standards 
Board Interpretation No. 17) was more than offset by reduced 
profit margins of $134 million on the subsequent sale of in­
ventories on hand when exchange rates changed.

GULF OIL CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 1 (in part): Summary of Accounting Policies
Translation of Foreign Currency— Balances and transac­

tions in foreign currencies have been translated to U.S. dol­
lars as follows: inventories, prepaid expenses, long-term in­
vestments and properties—at rates current on dates of ac­
quisition; deferred taxes—at the average monthly rate in the 
year of deferral; accumulated depreciation, depletion and 
amortization and related provisions against income—on the 
basis of dollar value of the related assets; all other assets and 
liabilities—at rates current at end of period; and operating 
income and other expenses—at average monthly rates. 
Gains or losses on foreign currency translation are included 
in results of operations in the period incurred.

Note 20: Foreign Currency Adjustments—An analysis of 
the net foreign currency exchange adjustments included in 
income follows:

Gain (Loss)
1977 1976

Long-term debt...................................
Millions of Dollars 

$ 16 $11
Working capital................................. (16) 4

Exchange gain (loss)................... — 15
Exchange rate effect— Canadian in­

ventories ...................................... (34) 4
Minority interest................................ 12 (2)
Tax effect........................................... 2 (1)

$(20) $16
Canada ............................................... $(26) $ 4
Europe ............................................... 7 (3)
Other Foreign ................................... (1) 15

$(20) $16

Exchange gains (losses) are included in other revenues. 
Included in the net adjustments were unrealized gains of $4 
million in 1977 and unrealized losses of $1 million in 1976.
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PH ILIP  M O R R IS  IN C O R P O R A TE D  (D EC )

Operating income of operating com­
panies................................................

1977

$ 7 8 2 ,7 3 2 ,0 0 0

1976

$ 6 3 4 ,5 3 9 ,0 0 0

Corporate e x p e n s e .............................
Interest expense (excluding interest 

capitalized of $ 7 ,1 6 3 ,0 0 0  in

3 8 ,5 2 3 ,0 0 0 3 5 ,2 2 9 ,0 0 0

1977 and $ 6 ,4 2 4 ,0 0 0  in 1976) 
Currency translation and hedging

1 0 1 ,5 8 4 ,0 0 0 1 0 2 ,8 3 4 ,0 0 0

costs, net......................................... 1 1 ,6 3 3 ,0 0 0 1 5 ,5 2 0 ,0 0 0
Other deductions, n e t ........................

Ea rn in g s  befo re  incom e

5 ,4 7 6 ,0 0 0 9 ,0 2 8 ,0 0 0

ta x e s .................................... $ 6 2 5 ,5 1 6 ,0 0 0 $ 4 7 1 ,9 2 8 ,0 0 0

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part) 
Foreign operations— Foreign currency accounts are trans­

lated into U.S. dollars as follows: (1) current assets (except 
inventories), current liabilities, long-term receivables and 
long-term debt at year end rates; (2) inventories, other assets 
and liabilities generally at historical rates; and (3) revenues, 
costs and expenses at average rates during the year except 
for the cost of inventories sold and depreciation and amorti­
zation which are based upon the historical dollar cost. The 
Company enters into forward exchange contracts and other 
hedging activities to minimize the effect of currency fluctua­
tions on net earnings. Gains and losses on such transactions 
and other currency gains and losses are included in income 
in the period in which they occur.

RELIA N C E E LE C TR IC  C O M P A N Y  (O C T)

NOTES TO FINANCIAL STATEMENTS
Note A (in part): Accounting Policies
Translation of Non-United States Financial Statements— 

Effective November 1 ,  1976 the Company adopted the provi­
sions of Statement of Financial Accounting Standards No. 8 
for translating financial statements denominated in other cur­
rencies into United States dollar equivalents. The accounts of 
non-United States subsidiaries and affiliated companies have 
been translated into U. S. dollars at the following rates of 
exchange: cash and amounts receivable or payable at cur­
rent rates; all other assets at rates in effect when such assets 
were acquired; and income and expense accounts at a 
weighted average of exchange rates in effect during the year 
except for depreciation, amortization and cost of products 
sold which are translated at historic exchange rates.

The major changes from the Company’s previous method 
of translation are: (1) the Company’s new policy recognizes 
unrealized gains and unrealized losses in income on a cur­
rent basis. Under the previous method, with the exception of 
translations related to the Company’s Brazilian subsidiaries, 
unrealized translation gains were credited to a reserve for 
translation adjustments, and unrealized losses were charged 
to this reserve. Any excess of unrealized losses over un­
realized gains was charged to earnings. In Brazil, where an 
official devaluation policy is in effect, unrealized losses are 
now and have always been charged to earnings; (2) Inven­
tories are now translated at rates in effect at dates acquired, 
while previous practice used current rates; (3) Long-term

payables are now translated at current rates versus the his­
toric rate under the old method.

The Company has restated prior period financial state­
ments to give effect to the new method. As a result, net 
earnings for 1976 were decreased by $1,306,000 ($.12 pri­
mary and $.09 fully diluted net earnings per share). The 
change decreased net earnings for 1977 by $674,000 ($.05 
primary and $.04 fully diluted net earnings per share).

Net translation and exchange losses included in net earn­
ings were $1,155,000 and $1,544,000 for 1977 and 1976 
respectively.

W H ITTA K ER  C O R P O R A TIO N  (O C T)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7: Foreign Exchange Translation—The fluctuations in 
currency exchange rates during 1977 and 1976 affected the 
Consolidated Statements of Income for those years in two 
major respects. First, the aggregate exchange gains or loss­
es, net of gains or losses on taxable hedge transactions, 
included in cost of sales for the two years amounted to a loss 
of $1,040,000 in 1977 and a gain of $4,420,000 in 1976. After 
considering the effect of income taxes, the impact on net 
income amounted to a loss of $830,000 in 1977 and a gain of 
$3,559,000 in 1976. In addition to these exchange gains and 
losses, the rate fluctuations also had a significant effect on 
the United States dollar gross profit of the foreign sub­
sidiaries since, under Statement No. 8 of the Financial Ac­
counting Standards Board, sales are translated into dollars at 
the average rate in effect during the year while cost of sales is 
translated at rates reflecting the historical dollar cost of the 
inventory sold. This use of different translation rates for sales 
and cost of sales, resulted in a reduction of gross profit and 
net income amounting to $401,000 in 1977 and $3,227,000 in 
1976.

TABLE 3-15: METHOD OF ACCOUNTING FOR 
LONG-TERM CONTRACTS

1977 1976 1975 1974
Percentage-of-completion .. 75 75 56 50
Completed co n tra ct............... 14 12 9 11
Not determ inable ................... 8 9 8 10

Referring to long-term 
contracts.......................... 97 96 73 71

Not referring to such
contracts ............................ 503 504 527 529

Total Companies.................... 600 600 600 600
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LONG-TERM CONTRACTS

Accounting Research Bulletin No. 45 discusses the per­
centage of completion method and completed contract 
method which are the two accounting methods usually fol­
lowed in accounting for long term construction-type con­
tracts. Chapter 11 of Accounting Research Bulletin No. 43 
presents a detailed discussion of accounting procedures ap­
propriate for United States Government contracts. Account­
ing Series Release No. 164, issued in November 1974 by the 
Securities and Exchange Commission to amend Regulation 
S-X, specifies expanded disclosures for such aspects of 
long-term contract activity as “the nature of costs accumu­
lated in inventories, the effect of cost accumulation policies 
on cost of sales, and the effect of revenue recognition prac­
tices on receivables and inventories.” The expanded disclo­
sure requirements of ASR No. 164 apply to financial state­
ments for periods ending on or after December 20, 1974 
which are included in SEC filings.

Table 3-15 summarizes accounting methods used by the 
survey companies for long-term contracts. Examples of dis­
closures regarding long-term contracts follow.

Percentage Of Completion Method

ALPHA PORTLAND INDUSTRIES, INC. (DEC)

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Construction Accounts—Earnings on long-term construc­
tion contracts are recognized on the percentage-of- 
completion method in the ratio that costs incurred bear to 
total estimated costs. Revenues on contracts that are less 
than twenty percent complete are included in the same 
amounts as costs incurred, and the respective cumulative 
earnings are not recognized until the period in which such 
percentage is attained. Earnings and costs on contracts are 
subject to revision throughout the terms of the contracts, and 
any required adjustments are made in the periods in which 
revisions become known. Provisions are made for the full 
amounts of anticipated losses in the periods in which they are 
first determinable, and claims for additional contract rev­
enues are not recognized in the accounts until such claims 
have been allowed.

Balances billed but not paid pursuant to retainage provi­
sions under construction contracts generally become due 
upon completion of the contracts and acceptance by the 
owners. Construction contracts are normally completed 
within two to four years.

Costs and estimated earnings in excess of billings on un­
completed contracts comprise principally revenues recog­
nized on contracts for which billings have not been presented 
to the contract owners at the balance sheet date. Such rev­
enues are expected to be billed and collected generally within 
one year.

Revenues and costs and expenses relating to construction 
contracts include the Company’s proportionate share of such 
items applicable to joint ventures. The investment in con­
struction joint ventures is stated at cost plus the equity in 
unremitted earnings of the various joint ventures.

In accordance with industry practice, the Company in­
cludes in current assets and liabilities amounts realizable and 
payable under long-term construction contracts. Consistent 
with this practice, equity in construction joint ventures has 
been classified as current.

AMERICAN AIR FILTER COMPANY INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Summary of Significant Accounting Policies (in part)
Long-Term Contracts—The Company records sales on its 

long-term contracts generally on the percentage-of- 
completion method. Contract revenues are accrued based 
upon the percentage that accrued costs to date bear to total 
estimated costs. Value of contracts in progress represents 
the recoverable costs and estimated earnings recognized on 
the percentage-of-completion method less billings-to-date on 
all contracts in progress. Certain contracts contain cost esca­
lation and incentive provisions to which applicable recogni­
tion is given at the time the amounts can be reasonably de­
termined. Accrued costs on contracts in progress represent 
costs charged against revenues accrued under the percent- 
of-completion method less costs incurred and charged to in­
ventory on all contracts in progress. As contracts can extend 
over one or more years, revisions in costs and earnings (or 
losses, if any) estimates during the course of the work are 
reflected during the accounting period in which the facts 
which require the revision become known. The Company re­
ports income from long-term contracts on the completed con­
tract method for income tax purposes.

BAIRD-ATOMIC, INC. (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Revenue Recognition— In general, except for a domestic 
subsidiary, the Company and its subsidiaries recognize rev­
enues on equipment sales when units are shipped. Shipment 
of a complete unit is sometimes delayed at the customer’s 
request. However, in such instances revenues are recog­
nized when the customer accepts the related billing. With 
respect to large multi-year fixed price contracts, principally 
with the United States Government, as to which no ship­
ments will be made until late in the contract, the Company 
uses the percentage of completion method of accounting.

In those instances where the Company is responsible for 
installing equipment, the estimated costs for such services 
are accrued when revenue is recognized.

With respect to cost-plus-fixed-fee contracts with the U.S. 
Government, the Company recognized revenue on the basis 
of allowable monthly incurred costs plus fee.

The Company’s domestic subsidiary uses the completed 
contract method of accounting for its contracts.
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E M E R S O N  E LEC TR IC  CO. (SEP)

1 9 7 7
Current assets

1 9 7 6

Cash ......................................................
Short-term  investm ents, at cost

$ 3 ,5 5 7 $ 3 ,9 0 4

which approxim ates m arket 
Receivables, less allow ance for 

d o u b tfu l ac co u n ts  of 
$ 3 ,8 8 8 ,0 0 0  in 1 9 7 7  and

7 5 ,5 9 8 9 6 ,7 8 8

$ 3 ,3 5 0 ,0 0 0  in 1 9 7 6 ..............
Costs and estim ated earnings on 

lo n g -te rm  c o n tra c ts , less  
p ro g re s s  b illin g s  of 
$ 2 ,8 0 7 ,0 0 0  in 1 9 7 7  and

2 5 4 ,1 7 1 2 2 4 ,3 0 2

$ 4 ,2 1 1 ,0 0 0  in 1 9 7 6 ..............
Current liabilities

Current m aturities on long-term

4 ,6 1 3 4 ,1 5 6

debt and foreign borrowings $ 2 7 ,8 7 6 $ 2 0 ,8 0 1
Accounts p a y a b le .............................
Advance payments on long-term  

c o n tra c ts , less costs in ­
curred of $ 2 9 ,2 5 5 ,0 0 0  in 
1 9 7 7  and $ 1 3 ,6 4 6 ,0 0 0  in

8 7 ,0 7 4 7 6 ,4 0 7

1 9 7 6 ................................................ 22,774 2 3 ,3 3 1

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Long-Term Contracts— Income is recognized on the per­
centage of completion or unit of delivery basis on long-term 
contracts, which are principally government and defense con­
tracts. The excess of accumulated costs and estimated earn­
ings over progress payments received, on contracts ac­
counted for using the percentage of completion method, is 
presented as a current asset in the accompanying balance 
sheets. Unbilled costs on other long-term contracts are in­
cluded in inventories. When advance payments exceed costs 
incurred, the excess of such payments is presented as a 
current liability. Long-term contracts do not constitute a mate­
rial part of the Company’s business.

FM C C O R P O R A TIO N  (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Principle Accounting Policies 
Revenue recognition for long-term contracts. Sales are 

recorded under fixed-price and fixed-price incentive contracts 
as deliveries are made. Sales under cost reimbursement con­
tracts are recorded as costs are incurred and include esti­
mated fees in the proportion that costs incurred to date bear 
to total estimated costs. The fees under certain Government 
contracts may be increased or decreased in accordance with 
cost or performance incentive provisions which measure ac­
tual performance against established targets or other criteria. 
Such incentive fee awards or penalties are recognized at the 
time the amounts can be reasonably determined.

N E P TU N E  IN TER N A TIO N A L C O R P O R A TIO N  (DEC)

STATEMENT OF ACCOUNTING POLICIES
Recognition of Contract Revenue—The corporation rec­

ognizes contract revenue using the percentage-of- 
completion method. Under this method, the percentage of 
contract revenue to be recognized currently is computed as 
that percentage of estimated total revenue that incurred cost 
to date bears to total estimated cost, after giving effect to the 
most recent estimate of costs to complete. Revisions in cost 
and revenue estimates are reflected in the period in which the 
facts which require the revision become known. When re­
vised cost estimates indicate a loss on an individual contract, 
the total estimated loss is provided for currently in its entirety 
without regard to the percentage of completion.

N O R TH R O P  C O R P O R A TIO N  (D EC )

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Sales— Sales under cost-reimbursement, service, and 
construction-type contracts are recorded as costs are in­
curred and include the estimated earned fees or profits based 
upon the relationship that costs incurred to date bear to total 
estimated costs (cost-to-cost type of percentage-of- 
completion method of accounting). Other contract sales are 
recorded as deliveries are made and are computed using the 
estimated final contract average unit cost plus profit (units- 
of-delivery type of percentage-of-completion method of ac­
counting). Certain fixed-price contracts contain price rede­
termination and cost or performance incentive provisions. 
Such incentives or redetermined amounts are included in 
sales when the amounts can reasonably be determined.

In the period in which it is determined that a loss will result 
from the performance of a contract, the entire amount of the 
estimated ultimate loss is charged against income.

PULLMAN IN C O R P O R A TE D  (D EC )

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Long-Term Contracts: Revenues on engineering and con­

struction contracts are recognized on the percentage of com­
pletion method based generally on the ratio of costs incurred 
to date on the contract to total estimated contract costs. Rev­
enues on passenger car contracts are recognized as cars are 
delivered and accepted by the customer. Estimates of total 
contract costs are reviewed periodically during each year and 
the cumulative effects of changes in total estimated contract 
costs are recognized in the period determined and losses, if 
any, are recognized fully when identified. For engineering 
and construction contracts, revenues recognized or costs in­
curred in excess of amounts billed are classified under cur­
rent assets as costs and earnings on uncompleted contracts 
not yet billed. Amounts billed in excess of revenue recog­
nized to date for both engineering and construction and pas­
senger car contracts are classified under current liabilities as 
advance billings on uncompleted contracts.
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Note 5: Long-Term Engineering and Construction 
Contracts—Accounts receivable at December 31, 1977 in­
clude $65,653,000 ($102,242,000 at December 31, 1976) 
relating to long-term engineering and construction contracts. 
Except for retainage of $7,376,000 ($30,097,000 in 1976), 
these amounts are billed.

The amounts by which billings exceed total costs and earn­
ings recognized to date under uncompleted engineering and 
construction contracts at December 31 consist of:

1977 1976
(Thousands of dollars)

Project costs and earnings.............. $4,300,104 $3,376,589
Less billings to date......................... 4,445,215 3,547,484

$ (145,111) $ (170,895)
Included in current assets as costs 

and earnings on uncompleted
contracts not yet billed.............. $ 17,741 $ 8,194

Included in current liabilities as ad­
vance billings on uncompleted
contracts....................................... (162,852) (179,089)

$ (145,111) $ (170,895)

RAYTHEON COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS 
Note A (in part): Accounting Policies 
Contracts in Process— Sales under long-term contracts 

are recorded under the percentage of completion method, 
wherein costs and estimated gross margin are recorded as 
sales as the work is performed. Costs include direct engineer­
ing and manufacturing costs, applicable overheads and spe­
cial tooling and test equipment. Estimated gross margin pro­
vides for the recovery of allocable research, development, 
marketing (including bid proposal) and administration costs 
and for accrued income. Accrued income is based on the 
percentage of estimated total income that incurred costs to 
date bear to estimated total costs after giving effect to the 
most recent estimates of cost and funding at completion. 
When appropriate, increased funding is assumed based on 
expected adjustments of contract prices for increased scope 
and other changes ordered by the customer. Some contracts 
contain incentive provisions based upon performance in rela­
tion to established targets to which applicable recognition has 
been given in the contract estimates. Since many contracts 
extend over a long period of time, revisions in cost and fund­
ing estimates during the progress of work have the effect of 
adjusting in the current period earnings applicable to perfor­
mance in prior periods. When the current contract estimate 
indicates a loss, provision is made for the total anticipated 
loss. In accordance with these practices, contracts in process 
are stated at cost plus estimated profit but not in excess of 
realizable value.

ROCKWELL INTERNATIONAL CORPORATION 
(SEP)

NOTES TO FINANCIAL STATEMENTS 
Note 15: United States Government Sales and 

Renegotiation— Sales under cost-type contracts are re­
corded for costs, as incurred, plus a proportion of the profit 
expected to be realized on the contract in the ratio that costs

incurred bear to total estimated costs. Sales under fixed- 
price-incentive-type contracts are recorded as deliveries are 
made at the cost of items delivered plus a proportion of the 
profit expected to be realized on the contract. Sales under 
firm-fixed-price-type contracts are recorded generally as de­
liveries are made at the contract sales price of the items 
delivered.

The major portion of work performed for the United States 
Government is under contracts that contain cost or perfor­
mance incentives or both. These incentives provide for in­
creases in fees or profits for surpassing stated targets or 
other criteria, or for decreases in fees or profits for failure to 
achieve such targets or other criteria. Performance incen­
tives for which a reasonable prediction of accomplishment 
cannot be made in advance are included in sales at the time 
there is sufficient information to relate actual performance to 
targets or other criteria. Profits expected to be realized on 
these contracts are based on the Company’s estimates of 
total sales value and cost at completion. These estimates are 
reviewed and revised periodically throughout the lives of the 
contracts, and adjustments to profits resulting from such revi­
sions are recorded in the accounting period in which the revi­
sions are made. Losses on contracts are recorded in full as 
they are identified.

Sales under United States Government contracts ac­
counted for 44% of total sales in 1977 and 39% in 1976. 
Approximately 77% of the 1977 sales under these contracts 
were of the cost type, 15% were of the firm-fixed-price type 
and 8% were of the fixed-price-incentive type. Corresponding 
percentages for 1976 sales were approximately 73% cost 
type, 18% firm-fixed-price type and 9% fixed-price-incentive 
type.

Substantially all sales under United States Government 
contracts for 1976 and prior years have been subject to the 
Renegotiation Act of 1951, as amended, which provides for 
recovery by the United States Government of any profits 
deemed excessive. That Act expired on September 30, 1976; 
however, certain of the Company’s United States Govern­
ment contracts continue to be subject to the profit limitation 
provisions of the Vinson-Trammell Act. Renegotiation pro­
ceedings have been completed for all years through fiscal 
1972. Management believes that no excessive profits were 
realized in subsequent fiscal years under either of these Acts 
and, therefore, no provisions for refunds have been made for 
these years.

WASTE MANAGEMENT, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Accounting Policies
Principles of Consolidation—The Company’s financial 

statements are prepared on a consolidated basis and include 
the Company and its subsidiaries, all of which are wholly 
owned at December 31, 1977 and 1976. As of December 31, 
1977, a consolidated subsidiary of the Company had a 60% 
interest in a joint venture which has a contract to establish 
and operate a department of streets and sanitation for the 
capital city of Riyadh, Saudi Arabia. All significant intercom­
pany transactions and balances are eliminated.

Appropriate exchange rates are used to translate foreign 
currencies to United States dollars if a material difference In 
valuation Is present. There were no material exchange gains
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or losses included in the accompanying Consolidated State­
ment of Income.

Accounting for Saudi Arabian Project—The percentage of 
completion method of accounting for long-term contracts is 
being used to reflect the revenue and income from operations 
from the Saudi Arabian project in the Company’s financial 
statements. Percentage of completion is calculated using the 
“value added” method, which is based on labor costs ex­
pended in relation to the total estimated labor costs of the 
contract. Bond carrying costs, interest income, and exchange 
gains and losses are reflected in income as period items.

Completed Contract Method

H.H. ROBERTSON COMPANY (DEC)

NOTES TO FiNANCIAL STATEMENTS 
Note 1 (in part): Summary of Accounting Policies
Construction contracts— Depending on contract terms, 

revenue from sales of products is recognized upon passage 
of title, acceptance at job site, or when affixed to a building 
structure. Revenue from construction services is recognized 
generally on the completed contract basis with provision for 
losses on construction services in progress made at the time 
a contract is determined to be unprofitable.

UNITED STATES STEEL CORPORATION (DEC)

SUMMARY OF PRINCIPAL ACCOUNTING POLICIES 
Income recognition— Revenues from products and ser­

vices and related costs are included in income when goods 
are shipped or services are rendered to the customer, except 
those related to construction projects which are accounted 
for on the completed contract method.

DISCONTINUED OPERATIONS

Paragraph 8 of APB Opinion No. 30 states:

Discontinued Operations of a Segment of a Busi­
ness. For purposes of this Opinion, the term discon­
tinued operations refers to the operations of a segment 
of a business as defined in paragraph 13 that has been 
sold, abandoned, spun off, or otherwise disposed of or, 
although still operating, is the subject of a formal plan 
for disposal (see paragraph 14). The Board concludes 
that the results of continuing operations should be re­
ported separately from discontinued operations and 
that any gain or loss from disposal of a segment of a 
business (determined in accordance with paragraphs 
15 and 16) should be reported in conjunction with the 
related results of discontinued operations and not as 
an extraordinary item. Accordingly, operations of a 
segment that has been or will be discontinued should 
be reported separately as a component of income be­
fore extraordinary items and the cumulative effect of 
accounting changes (if applicable) in the following 
manner:

Income from continuing operations before
income taxes............................................  $xxx

Provision for income taxes.........................  xxx
Income from continuing operations............. $xxx
Discontinued operations (Note — ):
Income (loss) from operations of discon­

tinued Division X (less applicable in­
come taxes of $— ) ...............................  $xxx

Loss on disposal of Division X, including 
provision of $—  for operating losses 
during phase-out period (less applicable
income taxes of $— ) ............................  xxx xxx

Net income...................................................... $xxx

Amounts of income taxes applicable to the results of 
discontinued operations and the gain or loss from dis­
posal of the segment should be disclosed on the face 
of the income statement or in related notes. Revenues 
applicable to the discontinued operations should be 
separately disclosed in the related notes.

An Accounting Interpretation published in the November 
1973 issue of the Journal of Accountancy and reprinted in 
Section U 2012 of AICPA Professional Standards- 
Accounting provides illustrations of transactions which 
should and should not be accounted for as a business seg­
ment disposal.

In 1977, 37 survey companies discontinued the operations 
of a business segment, and 24 survey companies disposed 
of assets of a business segment whose operations man­
agemnt had decided to discontinue in a prior year. Examples 
of discontinued operations accounted for as a disposal of a 
business segment follow.

CHAMPION INTERNATIONAL CORPORATION 
(DEC)

Income From Continuing Operations 
Discontinued Operations (Note 17): 
Income from operations, less 

applicable income taxes of 
8,208 in 1977 and $12,539 in
1976 ............................................

Loss on disposal, less applicable in­
come tax benefit of $39,341... 

Income (Loss) From Discontinued
Operations ...................................

Net Income.........................................

1977 1976
($ 000)

$161,555 $125,233

9,164

(32,104)

(22,940)
$138,615

10,707

10,707
$135,940

Note 17: D iscontinued Furnishings Business— In 
November, 1977, the Company announced its intention to 
discontinue its Furnishings business and to dispose of all net 
assets related to these operations. The sale of the net assets 
and business of Drexel Heritage Furnishings was completed 
in August. In November, an agreement in principle was 
reached for the sale of Trend Carpet, the Company’s domes­
tic carpet operation; at that time, all of the assets of both the 
domestic and European carpet operations were written down 
to estimated net realizable value.
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In connection with these planned discontinuances and dis­
positions, the Company recorded a charge of $71,445,000 
before taxes to write down all related assets, net of liabilities, 
to estimated net realizable value. This amount was deter­
mined after giving consideration to the operating income of 
approximately $7,600,000 before taxes, which is expected to 
be generated by these operations during the period until final 
disposition, and to additional expenses to be incurred by the 
Company in effecting these dispositions. This charge, net of 
related tax benefit of $39,341,000, is shown in the accom­
panying Statement of Consolidated Income as loss on dis­
posal of discontinued operations. The usually high tax benefit 
of 55.1% arises principally because the tax basis of assets 
associated with the European carpet operations is higher 
than the book basis.

The 1977 operating results of the discontinued Furnishings 
business have been segregated in the Statement of Consoli­
dated Income so as to show separately the results of continu­
ing operations. Similarly, 1976 and prior Statements of Con­
solidated Income have been restated to show the same 
segregation. The income from operations of discontinued 
operations consists of:

(Years Ended December 31)
(in thousands of dollars) 1977 1976

Net sales............................................ $315,631 $342,508
Costs and expenses ......................... 298,259 319,262
Income taxes...................................... 8,208 12,539
Income from operations................... $ 9,164 $ 10,707

The remaining assets, net of liabilities, of the domestic and 
European carpet operations are shown in the Consolidated 
Balance Sheet at December 31, 1977, as “ Net assets of 
discontinued operations at net realizable value.” The 1976 
Consolidated Balance Sheet has not been restated to segre­
gate the amounts relating to discontinued operations into this 
caption. The amounts included in this caption for 1977 and 
the amounts reflected in the 1976 Consolidated Balance 
Sheet for all furnishings operations, including those already 
disposed of, are as follows:

(in thousands of dollars) 1977 1976
Current assets...................................
Excess cost of business acquired 

over amounts assigned to net

$ 94,272 $118,527

tangible assets............................. 63,688 65,449
Property, plant and equipment— net 56,464 83,554
Other assets....................................... 2,702 4,354

Total Assets................................. 217,126 271,884
Current liabilities.............................. 44,136 43,647
Long-term debt...................................
Deferred income taxes and other

4,414 5,264

liabilities....................................... 2,165 4,767
Total Liabilities............................ 50,715 53,678
Net Assets.................................... 166,411 $218,206

Writedown of net assets................. (68,389)
Net assets of discontinued oper­

ations at net realizable value $ 98,022

counted present value and is included in “ Long-term receiva­
bles from sales of discontinued operations and other operat­
ing units” in the Consolidated Balance Sheet. The Company 
believes that the sale of Trend Carpet will be completed early 
in 1978. It is actively considering alternative methods of dis­
position of the remaining European carpet operations. Man­
agement does not anticipate any additional loss from the 
operations and final disposal of these units.

H M W  I N D U S T R I E S ,  I N C .  ( J A N )

1978 1977
Income from continuing operations. $1,397,000 $1,456,000
Discontinued operation (Note 2):

Loss from operation, net of 
applicable income tax ben­
efits of $ 8 0 7 ,0 0 0  and
$1,011 ,000 ...........................  (1,105,000) (5,079,000)

Loss of disposal, net of applica­
ble income tax benefit of
$558,000 ..............................  (6 ,692,000) —
Loss from discontinued oper­

ation.................................  (7,797,000) (5,079,000)
Net loss...............................................  $(6,400,000) $(3,623,000)

Note 2 (in part): Discontinued Operation—On June 30, 
1977 the Company announced the discontinuance of its 
solid-state watch business operations by its subsidiary, Time 
Computer, Inc. (TCI) and the sale of substantially all of its 
watch inventory and related trademarks.

The results of operations of this business are included in 
the consolidated statements of operations under the caption 
“ Discontinued Operation” and include:

Year ended January 31 
1978 1977

Net sales............................................  $3,025,000 $13,510,000
Costs and expenses.........................  (4,937,000) (19,600,000)
Income tax benefit............................. 807,000 1,011,000
Loss from operation.........................  $(1,105,000) $ (5 ,079 ,000)

To provide for the disposal of this business, the Company 
established a provision of $7,250,000 before applicable tax 
benefits, which includes a provision of $1,150,000 during the 
quarter ended January 31, 1978. This provision includes a 
write down of certain TCI assets to net realizable value and 
the costs estimated to be incurred during the phase-out 
period.

In connection with the sale of Drexel Heritage Furnishings 
in August, the Company received $37,500,000 cash and pre­
ferred stock of the purchaser to be redeemed within five 
years. The preferred stock has been recorded at its dis-
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IPCO HOSPITAL SUPPLY CORPORATION (JUN)

Income from continuing operations 
before provision for income

1977
($000)

1976

taxes.............................................. $6,006 $5,445
Provision for income taxes............. 2,857 2,301
Income from continuing operations. 
Loss from discontinued operations, 

net of tax benefits of $286,000

3,149 3,144

in 1977 and $53,000 in 1976. 
Loss on disposal of discontinued op­

erations, net of tax benefits of

(285) (53)

$203,000 in 1977 ..................... (202) —

Net Income................................... $2,662 $3,091

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Discontinued Operations— In A u gu st 1 9 7 6 , th e  
C o m p a n y  sold its M ary la n d  P lastics  D ivis ion  fo r ap p ro x i­
m a te ly  $ 3 ,0 0 0 ,0 0 0  in cash  a n d  in J u n e  1 9 7 7  shu tdo w n  th e  
institutional a n d  c a re e r  a p p a re l m an u fac tu rin g  o p era tio n s  o f 
its H a rc o  D ivis ion , w hich  included th e  bu lk  sa le  of certa in  
inven to ries  for a p p ro x im a te ly  $ 4 4 5 ,0 0 0 .

T h e  lo ss  on  d is p o s a l o f d is c o n t in u e d  o p e ra t io n s  o f  
$ 2 0 2 ,0 0 0 , net o f ta x  b en efits  o f $ 2 0 3 ,0 0 0 , inc ludes es tim ated  
losses a s so c ia ted  w ith  th e  d isposal o f rem a in in g  as s e ts  a n d  
a  provision for th e  e s tim a te d  costs a n d  e x p e n s e s  to  be in­
curred  in con nection  w ith  th e  shu tdo w n  of its p lan t facilities.

A t J u n e  3 0 ,  1 9 7 7  a ssets  re la ted  to d isco ntinu ed  o p era tio n s  
a re  s ta ted  at es tim a te d  re a liza b le  v a lu e  and  consist princi­
pally  o f tra d e  re c e iv a b le s  ($ 1 2 6 ,0 0 0 ) ,  in ven to ries  ($ 2 8 ,0 0 0 )  
a n d  m a c h in e ry  a n d  e q u ip m e n t ($ 1 2 7 ,0 0 0 ).

S a le s  from  d isco ntinu ed  o p e ra tio n s  for th e  p eriod  July 1,
1 9 7 6  th rou gh  th e  d a te  o p e ra tio n s  w e re  d isco ntinu ed  in fiscal
1 9 7 7  and  for th e  fiscal y e a r  e n d e d  J u n e  3 0 , 1 9 7 6  a re  s u m ­
m a rize d  as  follows:

Maryland Plastics Division. 
Harco Division....................

1977 1976
(In Thousands of Dollars)

$ 765 $4,486765 
2,146  

$2,911
2,825

$7,311

T o  fac ilita te  co m p ariso n  w ith  th e  curren t y e a r, th e  C o m ­
p a n y ’s 1 9 7 6  con so lid ated  finan c ia l s ta te m e n ts  h a v e  b een  re ­
s ta ted  for o p e ra tio n s  d isco ntinu ed  in fiscal 1 9 7 7 .

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

Earnings from continuing operations 
Discontinued operations:

Earnings, net of income taxes of
$350 and $ (42 5 ).................

Loss on disposal, including in­
come taxes.............................

Net earnings......................................

1977 1976
($000)

$13,567 $10,082

1,715 149

(2,072) —

(357) 149
$13,210 $10,231

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3: Discontinued Operations— E ffective  D e c e m b e r  
1 9 7 7 , th e  B oard  of D irec tors  d e te rm in e d  th a t th e  C o m p a n y ’s 
m eta llu rg ica l activ ities , including its in ves tm en ts  in tw o  m e ta l­
lurgical re la ted  in v e s tee  c o m p a n ie s , J o h n so n  M a tth e y  &  M a l­
lory L im ited  (J M & M ), o f C a n a d a , and  C o n ta cto s  y  E lectro do s  
M allo ry , S .A ., o f M ex ico , b e  tre a te d  as  d isco ntinu ed  o p e ra ­
tions a n d  au th o rized  m a n a g e m e n t to  p u rsu e  a  p lan  to  d is­
p ose  of M a llo ry  M eta llu rg ica l C o m p an y , a  d ivision e n g a g e d  in 
th e  m a n u fa c tu re  a n d  s a le  o f e lectrica l con tacts , res is tan ce  
w eld in g  c o m p o n en ts  and  sp ec ia l m e ta ls  a n d  m a te ria ls . O n  
M arch  6 , 1 9 7 8 , th e  C o m p a n y  e n te re d  into an  a g re e m e n t  
w h e re b y  th e  m ajority  o f th e  as s e ts  a n d  th e  b u s iness  o f th e  
d o m estic  M eta llu rg ica l d iv is ion w e re  sold  on  th a t d a te  to  C o n ­
tacts, M e ta ls  a n d  W e ld in g  Inc., a  corpo ra tion  fo rm ed  by an  
e m p lo y e e  m a n a g e m e n t g ro u p  of th a t d iv is ion , for c ash  and  
notes  re ce ivab le . T h e  loss on  this tran sac tio n  inc lu des e x ­
p e n s e s  d irectly  a s so c ia ted  w ith  this d isposition .

O n  D e c e m b e r 2 2 , 1 9 7 7 , th e  C o m p a n y  sold  its in teres t in 
J M & M  for c ash . T h e  C o m p a n y  had  acq u ired  J M & M ’s tim ers  
a n d  co m p o n e n ts  b u s iness  e a rlie r in D e c e m b e r th rou gh  th e  
p a y m e n t by J M & M  o f a  d iv idend  to  th e  C o m p a n y  th a t in­
c luded  in part th e  p ro perties  re la ted  to  J M & M ’s tim ers  and  
co m p o n en ts  b us iness , w h ich  b u s iness  is be in g  con tin ued  in 
C a n a d a  by a  n ew ly  fo rm ed  w ho lly  o w n e d  sub s id iary , M allo ry  
C o m p o n e n ts  L im ited .

T h e  C o m p a n y  h as  re a c h e d  an  u n d ers tan d in g  to  se ll its 
4 9 %  m inority in teres t in C o n ta cto s  y E lec tro do s  M allo ry , S .A . 
and  affilia ted  c o m p a n ie s  in M ex ico . A fte r provid ing  for U .S . 
inco m e tax e s , th e  c ash  p ro ce e d s  th e  C o m p a n y  will rece ive  
will be  e q u a l to  th e  carry in g  v a lu e  o f th is  investm ent.

T h e  follow ing s u m m a rize s  o p e ra tin g  resu lts  of th e  d isco n ­
tinu ed  o p e ra tio n s  for th e  y e a rs  1 9 7 7  a n d  1 9 7 6 :

In thousands of dollars 1977 1976
Net sales.................................... $25,251 $25,530
Costs and expenses................. (24,539) (26,281)
Taxes on income, including invest­

ment tax credit of $65 in 1976 (350) 425
Earnings before equity earnings 

Equity earnings, including foreign
362 (326)

exchange adjustments........ 1,353 475
Earnings from discontinued op­

erations ................................... $ 1,714 $ 149

T h e  loss on d isp osal o f th e  d isco ntinu ed  o p e ra tio n s  is as  
follows:

Pretax Income Tax
Gain (Provision) Net

In thousands of dollars 
Mallory Metallurgical Com-

(Loss) Credit (Loss)

pony................................. $(2,084) $ 892 $(1,192)
Johnson Matthey & Mallory

Limited.............................. 780 (1,660) (880)
$(1,304) $ (768) $(2,072)

T h e  ta x  cred it a ttrib u tab le  to  th e  loss on  d isp osal o f M allo ry  
M eta llu rg ica l C o m p a n y  inc ludes in v es tm en t tax  cred its  to  b e  
recap tu red  of $ 1 7 1 ,0 0 0 . In c o m e  ta x e s  a p p licab le  to  th e  d is­
p osal o f J M & M  e x c e e d  th e  a m o u n t o f p re ta x  g ain . T h is  re -
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suits from the determination of income taxes on the differ­
ence between sales proceeds and the tax basis of this in­
vestment, rather than the higher book value which deter­
mined the amount of the pretax accounting gain.

At December 31, 1977, assets of the discontinued opera­
tions held for disposal aggregated $6,651,000, which con­
sisted principally of inventories, property, plant and equip­
ment, and the investment in Contactos y Electrodes Mallory, 
S.A. and affiliated companies.

CHARGES OR CREDITS SHOWN AFTER 
INCOME TAX CAPTION

Table 3-16 indicates the nature of charges or credits, other 
than extraordinary items, positioned on an income statement 
after the caption for income taxes applicable to income from 
continuing operations. Examples of charges or credits shown 
after the caption for income taxes applicable to income from 
continuing operations follow.

Minority Interest

THE FIRESTONE TIRE & RUBBER COMPANY (OCT)

Income before income ta xe s and
minority in terests..........................

Domestic and foreign income taxes 
M inority interests in income of sub­

sidiary com panies..........................

Net incom e.............................................

INTERLAKE, INC. (DEC)

1977 1976
($ M illions)

$ 2 1 5 .8 $ 1 8 8 .6
1 0 2 .9 8 9 .9

2 .7 2 .7

$ 1 1 0 .2 $ 9 6 .0

TABLE 3-16: CHARGES OR CREDITS SHOWN 
AFTER INCOME TAX CAPTION

Income before Taxes on Income and

1977 1976

($ 000)

M inority Interest........................... $ 3 4 ,2 8 4 $ 6 3 ,5 5 8
Provision for Income T a x e s .............. 1 4 ,0 1 0 2 4 ,6 8 2

Minority Interest in Net Income of
2 0 ,2 7 4 3 8 ,8 7 6

Su b sid ia ry ........................................ 1 ,54 2 971

Net Income for the Y e a r ................... $ 1 8 ,7 3 2 $ 3 7 ,9 0 5

OWENS-ILLINOIS, INC. (DEC)

Revenues:

1977 1976

($ 000)

Net s a le s ......................................... $ 2 ,7 6 7 ,3 3 0 $ 2 ,5 7 1 ,7 0 9
Interest and d ividends.................
Royalties and net technical a s ­

sistan ce ......................................

7 ,8 8 4

20,471

1 2 ,0 8 8

18,1 3 0
Equity in earnings of associates 17,211 13,9 1 6
Other ................................................ 1 7 ,9 7 0 9 ,9 5 2

Costs and expenses:
Manufacturing, shipping and de­

livery .........................................

2 ,8 3 0 ,8 6 6

2 ,3 5 3 ,9 0 3

2 ,6 2 5 ,7 9 5

2 ,1 2 3 ,3 2 6
Research and developm ent....... 3 1 ,1 6 6 3 3 ,9 0 4
Engineering .................................... 2 7 ,9 8 3 2 4 ,6 7 6
Selling and adm inistrative........... 2 1 4 ,0 5 3 2 1 4 ,2 4 5
Interest ........................................... 4 2 ,0 7 3 4 2 ,5 8 4
O t h e r ................................................ 2 5 ,2 0 5 13,023

2 ,6 9 4 ,3 8 3 2 ,4 5 1 ,7 5 8

1 3 6 ,4 8 3 1 7 4 ,0 3 7
Provision for income t a x e s .............. 4 0 ,8 0 0 6 3 ,1 0 0

M inority shareholders' interests in
9 5 ,6 8 3 1 1 0 ,9 3 7

earnings of sub sid iaries.............. 4 ,3 7 9 4 ,2 1 9

Earnings before extraordinary items 9 1 ,3 0 4 1 0 6 ,7 1 8
Extraordinary item s............................. — 7 1 ,6 1 8

Net e a rn in g s ......................................... $ 9 1 ,3 0 4 $ 1 7 8 ,336

Number of Companies 
1977 1976 1975 1974

M inority interest..................... 64  60 56 64
Equity in earnings or losses

of in ve ste e s......................  50 53 55 57
Cumulative effect of account­

ing change.......................... 4  4 16 13
O th e r .........................................  —  7 N/C 10

N/C —  Not Compiled.

Equity In Investee Operating Results

JEWEL COMPANIES, INC. (JAN)

Earnings of U .S. Companies Before

1978

($ 000)

1977

Income T a x e s ................................. $ 3 3 ,5 8 9 $ 4 0 ,7 6 6
Income T a x e s ........................................ 1 1 ,5 2 8 1 6 ,6 5 7

Earnings of U .S. C o m p anies............
Equity in A urrera, S .A .:

22,061 2 4 ,1 0 9

Earnings ......................................... 4 ,7 8 6 8 ,7 4 7
Unrealized gain on foreign cur­

rency translation..................... 103 3 ,3 0 9
Net Earnings........................................... $ 2 6 ,9 5 0 $ 3 6 ,1 6 5
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SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Investment in Aurrera, S.A.—The Company’s investment 
in Aurrera, S.A. (Mexico), 45.2% owned as of January 28, 
1978 and 46.5% owned as of January 29, 1977, is carried at 
cost plus equity in undistributed earnings since acquisition.

EXTRAORDINARY ITEMS

APB Opinion No. 30, effective for events and transactions 
occurring after September 30, 1973, defines extraordinary 
items as “events and transactions that are distinguished by 
their unusual nature and by the infrequency of their occur­
rence,” and states that an event or transaction “should be 
presumed to be an ordinary and usual activity of the reporting 
entity, the effects of which should be included in income from 
operations, unless the evidence clearly supports its classifi­
cation as an extraordinary item as defined in this Opinion.” 
Opinion No. 30, along with its Accounting Interpretation pub­
lished in the November 1973 issue of the Journal of Accoun­
tancy and reprinted in Section U 2012  of AICPA Professional 
Standards-Accounting illustrate events and transactions 
which should and should not be classified as extraordinary 
items. Effective for transactions agreed to or occurring on or 
after April 1, 1975, FASB Statement of Financial Accounting 
Standards No. 4 specifies that material debt extinguishment 
gains and losses be classified as extraordinary items.

Table 3-17 shows the nature of items classified as extraor­
dinary by the survey companies. Examples of extraordinary 
items follow.

TABLE 3-17: EXTRAORDINARY ITEMS

Nature
Operating loss carryfor­

wards and other tax ad­
justments .........................

Major casualties...................
Debt extinguishments.........
O ther......................................
Total Extraordinary Items....

Number of Companies
Presenting extraordinary

items ................................
Not presenting extraordinary

items ................................
Total .......................................

1977 1976 1975 1974

38 52 31 55
6 N/C N/C N/C
5 5 9 —

8 24 11 27
57 81 51 82

51 69 49 75

549
600

531
600

551
600

525
600

N/C —  Not Compiled.

Tax Loss Carryovers

WHITE MOTOR CORPORATION (DEC)

Income Before Extraordinary Credit
Extraordinary credit— Note E ..........
Net Income.........................................

1977
 

$10,658
8,900

$19,558

($000)
$17,867

3,875
$21,742

1976

Note E (in part): Income Taxes and Extraordinary 
Credit—A summary of income taxes (including amounts for 
finance subsidiaries) included in the statements of income is 
as follows:

1977 1976

Continuing
Dis­

continued Continuing
Dis­

continued
Operations Operations Operations Operations

(In Thousands)
United States:

Charges in lieu of
income taxes. $3,000 $5,900 $(4,725) $ 8,600

Current .............. — — (397) —
Foreign:

Current .............. 4,150 541 5,947 2,659
Deferred ............. (695) — 174 —

State and Local........ 124 42 73 368
Total ............. $6,579 $6,483 $ 1,072 $11,627

The charges in lieu of income taxes in 1977 and 1976 
represent income taxes which would have been required in 
the absence of operating loss carryforward from prior years. 
The income tax benefits of $8,900,000 in 1977 and 
$3,875,000 in 1976 resulting from partial utilization of the 
operating loss carryforward are presented as extraordinary 
credits in the statements of income. The current U.S. income 
tax credit of $397,000 from continuing operations in 1976 
reflects a reversal of a prior year provision no longer required.

THE WURLITZER COMPANY (MAR)

1977 1976
Earnings Before Extraordinary Cred­

i t ....................................................  $2,575,904 $1,446,567
Extraordinary Credit.........................  520,000 568,000
Net Earnings for the Year................ $3,095,904 $2,014,567

NOTES TO FINANCIAL STATEMENTS 
Note 7 (in part): Income Taxes—The Wurlitzer Company 

and its United States subsidiaries file Federal income tax 
returns on a consolidated basis. Federal income tax returns 
have been examined by the Internal Revenue Service 
through the fiscal year ended March 31, 1972.

The provision for income taxes is summarized as follows:
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1 9 7 7 1 9 7 6
Current:

Federal .................................................. $ 1 ,2 5 5 ,0 0 0 $ 1 ,7 2 9 ,0 0 0
State ...................................................... 5 6 ,0 0 0 3 8 ,0 0 0
F o re ig n .................................................. 6 0 2 ,0 0 0 2 0 2 ,0 0 0

Total ............................................... 1 ,9 1 3 ,0 0 0 1 ,9 6 9 ,0 0 0
Charge equivalent to ta x  effects of 

foreign operating loss ca rry fo r­
w ard  ........................................................  5 2 0 ,0 0 0  5 6 8 ,0 0 0

D eferred  (credit):
Federal .................................................. (1 5 6 ,0 0 0 ) (1 ,5 0 1 ,0 0 0 )
Foreign .................................................. 9 4 ,0 0 0 4 4 ,0 0 0

Total ............................................... (6 2 ,0 0 0 ) (1 ,4 5 7 ,0 0 0 )
Total ............................... $ 2 ,3 7 1 ,0 0 0 $ 1 ,0 8 0 ,0 0 0

In 1977 and 1976 the Company’s German subsidiary 
utilized all prior years’ net operating loss carryforwards, ag­
gregating $1,235,000. The related tax benefits of $174,000 in 
1977 and $568,000 in 1976 have been recognized in earn­
ings and have been reported as extraordinary credits. In addi­
tion, in 1977 the Company liquidated its Swiss subsidiary and 
recognized in earnings the U.S. tax benefit of $346,000 re­
sulting from prior years’ losses of the subsidiary: such tax 
benefit of prior years’ losses has also been reported as an 
extraordinary credit.

(In Thousands)
Physical dam age and other losses— n e t ............................ $ 2 ,0 3 9
Business in te rru p tio n ....................................................................  5 2 5
Flood loss.............................................................................................  2 ,5 6 4
Less: Insurance p ro c e e d s ..........................................................  2 ,0 0 0

Income tax  b e n e fits ..........................................................  3 0 2
Extraordinary c h a rg e ....................................................................  $ 2 6 2

Following the flood, the Company suspended all retail op­
erations in the downtown area. The Company currently owns 
the building formerly used for the department store (239,700 
square feet) and a supporting warehouse building (41,300 
square feet). Disposition or alternative use of the two build­
ings is presently being investigated. The Company’s milk 
processing and ice cream manufacturing plant was back in 
full operation by September, 1977.

G.C. M U R P H Y C O M PAN Y (JAN)

Income before ex traord inary  ite m ..  
E x tra o rd in a ry  ite m  less incom e

taxes (N ote 8 ) ...................................
N et in c o m e ...................................................

1 9 7 8
$ 9 ,4 2 1 ,0 0 0

9 2 1 ,0 0 0
$ 8 ,5 0 0 ,0 0 0

1 9 7 7
$ 1 0 ,1 2 6 ,0 0 0

$ 1 0 ,1 2 6 ,0 0 0

M a jo r C a s u a ltie s

THE PENN TR AFFIC  CO M PAN Y (JAN)

Sales and Revenues:
1 9 7 8 1 9 7 7

Net sales and service fe e s ..........
Business interruption insurance

$ 2 4 2 ,9 8 0 $ 2 1 0 ,2 9 5

(N ote 1 1 ) ....................................... 5 2 5 —

O ther re v e n u e s ................................. 7 6 5 7 8 8

Costs and Expenses:
Cost of sales (including buying

2 4 4 ,2 7 0 2 1 1 ,0 8 3

and occupancy co sts )..............
Selling and adm inistrative e x ­

penses .............................................

1 9 4 ,6 9 0

4 1 ,1 1 0

1 6 6 ,5 1 4

3 5 ,7 1 7
Interest e x p e n s e ............................... 2 0 2 161

2 3 6 ,0 0 2 2 0 2 ,3 9 2
Income before income ta x e s . . . . 8 ,2 6 8 8 ,6 9 1
Provision fo r income t a x e s ........
Incom e b e fo re  e x tra o rd in a ry

4 ,0 6 5 4 ,2 0 9

charge .............................................
E x tra o rd in a ry  c h a rg e — flood  

loss net of applicable income

4 ,2 0 3 4 ,4 8 2

taxes of 3 0 2 ,0 0 0  (N ote 11) (2 6 2 ) —
Net In c o m e .................................................. $  3 ,9 4 1 $ 4 ,4 8 2

Note 11—Extraordinary Charge: On July 20, 1977 a flash 
flood in the Johnstown, Pennsylvania area damaged the 
Company’s milk processing and ice cream manufacturing 
plant and its largest department store. The resultant extraor­
dinary charge is computed as follows:

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 8: Extraordinary Item— In April 1977, a serious flood 
severely damaged merchandise inventories and fixtures at 1 
Mart and 1 conventional store. Two other conventional stores 
sustained moderate damage. The loss, less insurance re­
coveries, amounted to $1,863,000. This extraordinary loss 
has been reduced by applicable federal and state income 
taxes of $850,000 and $92,000, respectively.

EARNINGS PER SHARE

APB Opinion No. 15 states in part:
12. The Board believes that the significance at­

tached by investors and others to earnings per share 
data, together with the importance of evaluating the 
data in conjunction with the financial statements, re­
quires that such data be presented prominently in the 
financial statements. The Board has therefore con­
cluded that earnings per share or net loss per share 
data should be shown on the face of the income state­
ment. The extent of the data to be presented and the 
captions used will vary with the complexity of the com­
pany’s capital structure, as discussed in the following 
paragraphs.

Examples of earnings per share presentations follow.
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TABLE 3-18: EARNINGS PER SHARE—1977

Additional shares issuable for

Debt
Preferred

Stock Options Warrants
Included in primary per 

share calculation............. 16 43 153 25
Included in fully diluted per 

share calculation............. 104 92 62 8
No dilution.............................. 48 25 185 15
Not disclosed......................... 16 3 134 17
No additional shares issuable 416 437 66 535
Total Companies.................... 600 600 600 600

Common shares outstanding...........
Serial preferred stock considered as

common equivalent shares........
Shares to be issued for a purchased

subsidiary....................................
Effect of using weighted average 

common shares outstanding ....  
Effect of shares issuable under stock 

option plans as determined by
the treasury stock method........

Shares used in computing earnings 
per share ......................................

1977 1976
In Thousands 

16,761 16,757

76 184

— 4

17 70

26 —

16,880 17,015

Primary Earnings Per Share

THE AMERICAN DISTILLING COMPANY (SEP)

CHOCK FULL O’NUTS CORPORATION (JUL)

(Loss) earnings per common and 
common equivalent share:
(Loss) earnings before extraor­

dinary credit.........................
Extraordinary credit...................
Net (loss) earnings.....................

Weighted average number of com­
mon and common equivalent 
shares ...........................................

1977

$(2.30)

$(2.30)

1,507,593

1976

$ .88 
.33 

$ 1.21

1,564,717

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies 
Earnings per share— Earnings per share are calculated 

based on weighted number of common shares outstanding. 
Common equivalent shares representing stock options, in­
cluded in 1976, were excluded in 1977 because of their anti­
dilutive effect.

BROWNING-FERRIS INDUSTRIES, INC. (SEP)

Earnings (loss) per common and 
common equivalent share (prim­
ary and assuming full dilution) 
(Note 10):

Continuing operations..........
Discontinued operations.......

Net income......................

1977

$1.04

$1.04

$ .87 
( . 11) 

$ .76

Note 10: Earnings per share— Earnings per share was 
computed by dividing net income, after deducting $134,000 
representing amortization of discount and dividends on serial 
preferred stock not considered a common stock equivalent, 
by the weighted average number of common and common 
equivalent shares outstanding each year.

The following table reconciles the number of shares out­
standing with the number of shares used in computing earn­
ings per share:

1977 1976
Earnings (loss) per share of common 

stock (based on weighted aver­
age number of shares 
outstanding— 1977, 
4,697,080; 1976, 4,697,084):

Continuing operations..........
Discontinued operations......
Net loss...................................

$ ( . 11) 
(1.53) 

$(1.64)

$ .78 
(2.34) 

$(1.56)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Accounting Policies 
Net income (Loss) Per Share of Common Stock— Net in­

come (loss) per share of common stock is based on the 
weighted average number of common shares outstanding 
during each year after giving effect to shares issued in con­
nection with 1976 stock dividends as being outstanding at the 
beginning of such fiscal periods. Stock options are consid­
ered common stock equivalents; however, they are anti­
dilutive in fiscal 1977 and 1976. Shares issuable on conver­
sion of debentures are not considered common stock equiva­
lents and a computation of fully-diluted net income per share 
for fiscal 1977 and 1976 is not presented as it is anti-dilutive.

1976 le e  ENTERPRISES, INCORPORATED (SEP)

1977 1976
Net Income.........................................  $11,670,000 $9,424,000
Weighted average number of com­

mon stock and common stock
equivalent shares........................ 4 ,974,000 5,022,000

Earnings per common and common
equivalent share.........................  $ 2.35 $ 1.88

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Significant Accounting Policies
Earnings per common share—Earnings per common 

share is calculated using the weighted-average number of 
common stock and common stock equivalent (stock options) 
shares outstanding.
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M CG RAW -HILL, INC. (DEC)

Earnings p e r com m on share  and  
common equivalent share (N ote  
3) .................................... $ 2 .0 8 $ 1 .6 4

Note 3: Earnings per common share—Earnings per com­
mon share and common equivalent share are based on the 
average number of such shares outstanding during the year. 
Common share equivalents consist of $1.20 preference stock 
and stock options. The number of shares issuable upon 
exercise of stock options has been reduced by the number of 
common shares assumed to have been purchased with the 
proceeds from the exercise of the options. Earnings per 
common share are based on 24,681,978 shares for 1977 and 
24,626,329 shares for 1976. The conversion of the 3⅞ per­
cent debentures would not result in any dilution of earnings 
per common share.

SELIG M AN & LATZ, INC. (OCT)

1 9 7 7 1 9 7 6
Earnings p e r com m on sh are  and

co m m on e q u iv a le n t  s h a re —
Note E -5 ................................................ $ 2 .2 9 $ 2 .4 9

Note E-5: Computations of earnings per common share 
and common equivalent share were computed based on the 
total shares as set forth below, after giving retroactive effect 
for shares issued in connection with 5% Common Stock div­
idends declared in 1977 and 1976 and after deducting div­
idend requirements on preferred stock.

W eighted
averag e num ber W eighted

of common averag e num ber Total
shares of equiva lent for

outstanding shares computation
1 ,8 1 1 ,8 9 7  1 7 3 ,0 1 8  1 ,9 8 4 ,9 1 5
1 ,9 5 4 ,6 2 8  7 9 ,6 5 4  2 ,0 3 4 ,2 8 2

Year
1 9 7 6
1 9 7 7

For 1977 and 1976, such computation was made in accor­
dance with the treasury stock method as set forth in Opinion 
No. 15 of the Accounting Principles Board.

W ASTE M ANAG EM ENT, INC. (DEC)

1 9 7 7  1 9 7 6
(OOO's om itted  ex ce p t per share  

amounts)
N et Income fo r the Y e a r .....................  $ 1 8 ,2 3 6  $ 1 1 ,6 4 7
A verage Shares Outstanding During

the Y e a r ................................................. 9 ,9 2 7  9 ,9 0 3
Earnings Per Common and Common

Equivalent S h a re ...............................  $ 1 .8 4  $ 1 .1 8

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6 (in part): Earnings Per Share and Ratio of Earnings 
To Fixed Charges—Earnings per share are computed on the 
basis of the weighted average number of common and com­

mon equivalent shares outstanding during each year. Com­
mon stock equivalents relate to shares reserved for issuance 
under the Company’s employee stock option plan and an 
outstanding warrant for purchase of common shares. The 
computation of fully diluted earnings per share does not 
materially differ from that presented in the consolidated 
statement of income.

The following table reconciles the number of common 
shares shown as outstanding in the consolidated balance 
sheet with the number of common shares used in computing 
earnings per share:

Comm on shares outstand ing  p e r  
balance sheet (net of treasury

1 9 7 7 1 9 7 6

shares)....................................................
Effect of shares issuable under stock 

options and w a rra n t a fte r  apply­
ing the " tre asu ry  stock" method

9 ,8 0 7

2 3 8

9 ,6 3 6

151
Effect of using w eigh ted  averag e  

common shares outstanding dur­
ing the y e a r ......................................... (1 1 8 ) 11 6

Common shares used in computing
earnings per s h a r e ......................... 9 ,9 2 7 9 ,9 0 3

Fully  D ilu ted  E arn ings Per S hare

BELDEN C O R P O R ATIO N  (DEC)

Net income per share:
Based upon common shares and 

common share equ iva lents
outstand in g ...................................  $ 3 .5 8

Fully diluted fo r conversion of
debentures outstanding..........  2 .9 8

$ 2 .8 5

2 .4 1

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Net Income Per Share—Net income per share is computed 
by dividing net income by the weighted average number of 
common shares and common share equivalents (preferred 
stock) outstanding during the year. The number of shares for 
the primary computation was 2,038,041 for 1977 and 
2,022,946 for 1976.

Net income per share, fully diluted, assumes conversion of 
the outstanding 8% convertible debentures as of the begin­
ning of the year. For this computation, debenture interest 
charges have been added to net income, net of taxes. The 
number of shares for the fully diluted computation was 
2,657,681 for 1977 and 2,642,586 for 1976.

The effect of the outstanding stock options is not material 
and has not been included in either computation.
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BO RDEN, INC. (DEC)

1977
Net income per share:

Primary ....................................... $ 4.07
Fully diluted................................. 3.89

Cash dividends per common share . 1.52
Average number of common shares

and equivalents assumed out-
standing during the year........... 31,190,088

Section 3; Income Statement

1976

3.64
3.48
1.35

30,997,842

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

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

Earnings Per Share— Primary earnings per share are 
computed based on the weighted average number of shares 
of Common Stock and Equivalents (Convertible Preferred 
Stock and Stock Options) assumed outstanding during the 
year of computation.

Fully diluted earnings per share are computed based on 
the weighted average number of shares of Common Stock 
and Equivalents assumed outstanding during the year, as if 
the Convertible Debentures had been converted at the be­
ginning of the period and after giving effect to the elimination 
of interest expense, less income tax effect, applicable to the 
Convertible Debentures.

Note 10: Earnings per Share—The average number of 
Common Shares and Equivalents entering into the calcula­
tion of primary and fully diluted earnings per share are as 
follows:

1977 1976
Common Shares................................. 30,947,110 30,667,214
Convertible Preferred Series B ...... 111,140 212,476
Stock options and incentive com­

pensation ...................................... 131,838 118,152
Total for primary calculation 31,190,088 30,997,842

Convertible Debentures:
6¾ %  ........................................... 1,031,712 1,043,479
5 % ............................................... 905,232 949,245

Total for fully diluted calcula­
tion.................................... 33,127,032 32,990,566

C O LT INDU STR IES INC (DEC)

Earnings Per Share Data 1977 1976
Earnings per common share includ­

ing common equivalent share 
(Note 1 ) ........................................ $8.10 $7.87

Earnings per common share assum­
ing full dilution (Note 1)............. $7.30 $7.07

Average number of shares (Note
1)—
Common and common equivalent 

basis....................................... 8,048,000 7,941,000
Fully diluted basis........................ 9,486,000 9,430,000

Cash dividends per common share. $2.56¼ $2.25

NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Summary of Accounting Policies 
Earnings Per Share— Earnings per common share, includ­

ing common equivalent share, are computed by dividing net 
earnings less dividends on preferred stock by the weighted 
average number of shares of common stock and common 
stock equivalents outstanding during each period. Common 
stock equivalents are shares issuable on the exercise of 
stock options when dilutive, net of shares assumed to have 
been purchased with the proceeds.

Earnings per share, assuming full dilution, are computed 
as above with additional assumptions that all of the dilutive 
convertible securities were converted and related dividends 
were eliminated.

TH E M ACKE C O M PAN Y (SEP)

1977 1976
Earnings per common share and 

common equivalent share (note 
1):
Continuing operations................
Discontinued operations.............

$1.30 $1.04
.02

Net income................................... $1.30 $1.06
Earnings per common share assum­

ing full dilution (note 1 )............. $1.20 $ .99

Note 1 (in part): Summary of Accounting Policies: 
Earnings per Common Share— Earnings per share have 

been computed on the weighted average number of shares 
of Common Stock and dilutive common stock equivalents 
(i.e. stock options) outstanding in each year. The weighted 
average number of common shares and dilutive common 
share equivalents for 1977 and 1976 were 2,962,971 and 
2,951,084, respectively. All of the Company’s outstanding
4-7/8% convertible subordinated debentures and Preference 
Stock are classified as senior securities and, therefore, are 
considered only for computing earnings per share assuming 
full dilution. The debentures were dilutive in 1977 and 1976 
and the related interest expense (less applicable income 
taxes) was added to net income for computing earnings per 
share assuming full dilution. The Preference Stock was anti­
dilutive in 1977 and 1976 and was not considered in comput­
ing earnings per share assuming full dilution.

M ACM ILLAN, INC. (DEC)

1977 1976
Earnings per common and common 

equivalent share (Note 1 6 ) ...... $1.51 $1.36
Earnings per common share, assum­

ing full dilution (Note 1 6 ).......... $1.46 $1.31

Note 16: Earnings per Share—
Earnings per common and common equivalent share have 

been computed based on earnings applicable to the average 
number of common shares outstanding, adjusted to reflect 
the common shares issuable for shares of the $1.20 series 
convertible preferred stock which are common equivalent 
shares. The average number of common and common equi-
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valent shares was 12,671,000 in 1977 and 12,668,000 in 
1976.

Earnings per common share, assuming full dilution, have 
been computed based on the average number of common 
and common equivalent shares and the assumed conversion 
into common shares of the 4% convertible subordinated de­
bentures and the preferred stock of subsidiary, after elimina­
tion of related interest expense (net of taxes) on the deben­
tures and dividends on the preferred stock of subsidiary. The 
assumed conversion into common shares of the $2.50 series 
convertible preferred stock has not been included in these 
computations as the effect of such inclusion would be to in­
crease per share earnings. The average number of shares 
used to compute earnings per common share, assuming full 
dilution, was 13,433,000 in 1977 and 13,446,000 in 1976.

M O N SAN TO  C O M PAN Y (DEC)

1977 1976
Earnings per Common Shore:

Primary................................ $7.46 $10.05
Fully diluted........................ 7.37 9.77

NOTES TO FINANCIAL STATEMENTS 
(Dollars in millions, except per share)
Earnings per Common Share— Income and the number of

shares used in the computation of earnings per common and 
common equivalent share were determined as follows:

1977 1976
Fully Fully

Income Primary Diluted Primary Diluted
Net income............................ $275.6 $275.6 $366.3 $366.3
Preferred dividends..............
Interest (less tax) on:

(0.9) (2.2)

Loon stock of Monsanto
Limited........................

Debentures of Monsanto
0.2 0.2 0.3 0.3

International Finance 
Company..................... 0.5 0.5

$274.9 $276.3 $364.4 $367.1
Number of Shares

(In thousands)
Weighted average shares:

Outstanding......................
Incremental shares for

36,511 36,511 35,835 35,835

outstanding stock op­
tions ........................... 67 69 161 167

Shares issuable upon
conversion:
Loan stock of Mon­

santo Limited.......
Debentures of Mon-

259 259 276 276

santo Interna­
tional Finance 
Company.............. 237 269

$ 2 .75  Preferred
Stock..................... 352 983

36,837 37,428 36,272 37,530

PNEUMO CORPORATION (NOV)

Earnings per share of Common Stock 
and Common Stock 
equivalents— Note H:
Primary.........................................
Fully diluted.................................

1977

$3.30
3.12

1976

$3.56
3.15

Note H: Earnings per Share— Primary earnings per share 
of Common Stock and equivalents is based on the weighted 
average number of Common Shares outstanding during the 
year plus the equivalent shares issuable upon conversion of 
the Series Preferred Stock and the exercise of dilutive stock 
options (2,771,735 shares in 1977; 2,448,364 in 1976).

Fully diluted earnings per share further assumes the exer­
cise of dilutive warrants issued prior to June 1, 1969 and 
conversion of the 7% Convertible Subordinated Debentures 
due July 1 , 1980, as of the beginning of the year, after adding 
to net earnings debenture interest expense and other related 
adjustments, net of applicable income taxes.

If the conversions of the 7% Convertible Subordinated De­
bentures had occurred as of the beginning of 1977, primary 
would have approximated fully diluted earnings per share.

ST. REGIS PAPER C O M PAN Y (DEC)

1977 1976
Earnings per common and common 

equivalent share......................... $3.36 $3.43
Earnings per common share, assum­

ing full dilution............................ $3.30 $3.34

NOTES TO FINANCIAL STATEMENTS
Earnings Per Share— Earnings per common and common 

equivalent share have been computed by dividing net earn­
ings less preferred dividend requirements by the weighted 
average number of common shares and common equivalent 
shares outstanding, after giving retroactive effect to the 
common shares issued in the pooling of interests with South­
land Paper Mills, Inc.

Shares issuable under the management incentive com­
pensation plan and deferred compensation agreements, and 
shares exercisable under the company’s stock option plan, 
are classified as common equivalent shares and are included 
in the average number of common shares and common 
equivalent shares outstanding of 31,628,000 shares in 1977 
and 31,128,000 shares in 1976.

Earnings per common share, assuming full dilution, have 
been computed based upon the weighted average number of 
common shares and common equivalent shares outstanding, 
after giving retroactive effect to the common shares issued in 
the pooling of interests with Southland Paper Mills, Inc., and 
the assumed conversion into common shares outstanding of 
the 4⅞ % convertible subordinated debentures and the $5.50 
Series A preferred stock. Earnings for such computations 
have been adjusted to eliminate the related interest expense 
on such debentures, net of taxes. The average number of 
shares used to compute earnings per share, assuming full 
dilution, was 32,477,000 in 1977 and 32,381,000 in 1976.
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S U N D S TR A N D  C O R P O R A TIO N  (D EC )

1977 1976 1975 1974 1973
(Amounts in thousands except per share data)

Earnings applicable to common stock....................................... $32,553 $30,009 $19,252 $15,050 $10,400
Weighted overage number of common and common equi­

valent shares outstanding............................................... 7,049 6,795 5,857 5,596 5,554
Earnings per common and common equivalent share............. $ 4.62 $ 4.42 $ 3.29 $ 2.69 $ 1.87
Earnings per common share assuming full dilution................. $ 4.17 $ 3.95 $ 3.02 $ 2.52 $ 1.80

THE FINANCIAL SUMMARY
Earnings Per Share—Earnings per common and common equivalent share are based on the weighted average number of 

shares and equivalent shares of Common Stock outstanding. Earnings per common share assuming full dilution considers the 
effect of conversion of convertible subordinated notes and debentures for the years 1973 and 1974, and convertible subordi­
nated notes and debentures and $3.50 Cumulative Convertible Preferred Stock for the years 1975, 1976 and 1977, the periods in 
which they are dilutive. Computations are as follows:

1977 1976 1975 1974 1973
(Amounts in thousands except per share data)

Earnings applicable to common stock (a ) ................................. $32,553 $30,009 $19,252 $15,050 $10,400
Preferred dividends.......................................................................
Interest expense on convertible subordinated debt— net of

2,718 2,718 2,718 — —

taxes.......................................................................................... 818 936 961 976 979
Total (b )...................................................................................

Weighted average common and common equivalent
$36,089 $33,663 $22,931 $16,026 $11,379

shares— no dilution (c)..........................................................
Common shares reserved for conversion of:

7,049 6,795 5,857 5,596 5,554

Preferred Stock ....................................................................... 945 945 945 — —
Convertible debt and other.................................................... 669 777 793 761 780

Weighted average common and common equivalent
shares— full dilution (d).........................................................

Earnings per common and common equivalent share:
8,663 8,517 7,595 6,357 6,334

No dilution (a) / (c) ............................................................... $4.62 $4.42 $3.29 $2.69 $1.87
No dilution (b) / (d) ............................................................... $4.17 $3.95 $3.02 $2.52 $1.80

W A R N E R  C O M M U N IC A T IO N S  INC. (D EC )

1977 1976
(Thousands, except per shore 

amounts)
Earnings per share:
Average Common and Common 

equivalent share—
Income from continuing opera­

tions .......................................  $5.01 $3.73
Income from discontinued opera­

tions .......................................  .29 .24
Net income................................... $5.30 $3.97

Assuming full dilution—
Income from continuing opera­

tions .......................................  $4.64 $3.46
Income from discontinued opera­

tion........................................... .27 .22
Net income................................... $4.91 $3.68

Average number of shares outstand­
ing:

Common and Common equivalent.. 13,136 15,106
Assuming full dilution......................  14,458 16,752

SUMMARY OF SIGNIFICANT ACCOUNTING 
POLICIES

Earnings Per Share— Earnings per Common and Common 
equivalent share are based on the weighted average of 
Common shares outstanding and give effect to the conver­
sion of Series D Preferred shares into Common shares, and 
the exercise of applicable stock options and the use of the 
cash funds thereby obtained to acquire Common treasury 
shares. Such per share amounts were determined after de­
ducting the pro forma preferred dividend requirements.

Earnings per share on a fully diluted basis further (a) as­
sume the conversion of the Series B Preferred shares (and 
the elimination of the dividend requirements thereon) and (b) 
give effect to the possible issuance of additional WCI secu­
rities under stock option plans and other stock agreements 
(and the use of the cash funds thereby obtained to acquire 
Common treasury shares).

During 1976, WCI acquired 2,820,844 shares of its Com­
mon stock (including 2,625,044 shares acquired pursuant to 
an exchange offer, see Note 5). The purchase of these 
shares has been reflected in the computation of earnings per 
share on a weighted average basis.
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Section 4: Stockholders’ Equity

T A B L E  4 -1 :  P R E S E N T A T IO N  O F  C H A N G E S  IN  
R E T A IN E D  E A R N IN G S

1 9 7 7  1 9 7 6  1 9 7 5
S tatem ent of S tockholders'

1 9 7 4

Equity .....................................
Combined statem ent of in­

come and reta ined e a rn ­
ings .........................................

251

1 6 9

241

17 2

2 1 4

17 5

2 2 0

18 5
S eparate sta tem ent of re ­

tained e a rn in g s .................. 16 7 17 8 19 9 183
Changes shown in balance

sheet o r n o te s .................... 13 9 12 12
Total Companies.................... 600 600 600 600

This section reviews the presentation of transactions, other 
than net income (loss) for the year, affecting the stockhold­
ers’ equity accounts.

RETAINED EARNINGS

P R E S E N T A T IO N  O F  C H A N G E S  IN  R E T A IN E D  
E A R N IN G S

Table 4-1 summarizes the presentation formats used by 
the survey companies to present changes in retained earn­
ings. Examples of statements showing the increase or de­
crease in retained earnings resulting from 1977 fiscal year 
transactions are presented throughout this section.

T A B L E  4 -2 :  D IV ID E N D S

Num ber of Companies

Cash Dividends Paid to 
Common Stock Share­
holders

Per share amount disclosed 
in re ta in e d  e a rn in g s

1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4

statem ent .............................
Per share amount not dis­

closed in reta ined earn ­
ings s ta te m e n t...................

4 3 9

9 0

4 1 7

1 0 7

4 2 3

79

4 2 5

81
Total .......................................
Cosh Dividends Paid to Pre­

ferred Stock Sharehold­
ers

Per share am ount disclosed 
in re ta in e d  e a rn in g s

529 524 502 506

statem ent .............................
Per share amount not dis­

closed in reta ined ea rn ­
ings s ta te m e n t....................

13 4

9 4

1 6 6

1 0 3

16 8

6 5

16 8

6 4
Total .......................................
Dividends Paid By Pooled

228 269 233 232

Companies ...................... 10 13 8 8
Stock Dividends..................... 39 41 42 36
Dividends In Kind.................. — 1 1 3

D IV ID E N D S

Chapter 7B of Accounting Research Bulletin No. 43 dis­
cusses the accounting for stock dividends. APB Opinion No. 
15 refers to Chapter 7B and states in part:

48. Stock dividends or splits. If the number of com­
mon shares outstanding increases as a result of a 
stock dividend or stock split or decreases as a result of 
a reverse split, the computations should give retroac­
tive recognition to an appropriate equivalent change in 
capital structure for all periods presented. If changes in 
common stock resulting from stock dividends or stock 
splits or reverse splits have been consummated after 
the close of the period but before completion of the 
financial report, the per share computations should be 
based on the new number of shares because the read­
ers’ primary interest is presumed to be related to the 
current capitalization. When per share computations 
reflect such changes in the number of shares after the 
close of the period, this fact should be disclosed.

Table 4-2 shows the nature of distributions made by the 
survey companies to their shareholders. Approximately 83%  
of the survey companies paying cash dividends to common 
stock shareholders indicate the per share amount of such 
dividends in the statement of retained earnings; approxi­
mately 60% of the survey companies make a similar disclo­
sure for cash dividends paid to preferred stock shareholders.

Examples of distributions to shareholders follow.
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Cash Dividends

A M E R I C A N  B A K E R I E S  C O M P A N Y  ( D E C )

Consolidated Statements of Paid-In Capital and Re­
tained Earnings

Paid-In Capital

1977 1976 1975
(In thousands)

1974
 

1973

Beginning of year...................................................................................................
Excess of cost (first-in, first-out basis) over proceeds of common stock

$ 965 $ 940 $ 1,147 $ 989 $ 814

  options exercised............................................................................................. 142 (70) (344) — —
Excess of the par value over the cost of preferred stock (in treasury) retired. 49 95 137 158 175
End of year...............................................................................................................

Retained Earnings
$ 1,156 $ 965 $ 940 $ 1,147 $ 989

Beginning of year................................................................................................... $30,428 $27,208 $22,680 $25,261 $28,214
Net earnings (loss) for the year....................................................................
Dividends declared—

Cumulative prior preferred stock—

5,822 5,289 5,739 (1,698) (2,019)

$1.80 series ($1.80 per share)....................................................... (108) (113) (120) (128) (136)
$1.80 convertible series ($1.80 per share)................................. (122) (162) (171) (180) (180)

5%  cumulative convertible preferred stock ($5 per share)..............
Common stock ($1.10 per share in 1977, $.95 per share in 1976,

(166) (172) (182) (198) (219)

$.45 per share in 1975, and $.20 per share in 1974 and 1973) (1,956) (1,622) (738) (377) (399)
End of year.............................................................................................................. $33,898 $30,428 $27,208 $22,680 $25,261

B I R D  &  S O N ,  I N C .  ( D E C )

Consolidated Statements of Earnings and Retained 
Earnings

1977 1976
Net earnings......................................  $ 16,742,000 $16,006,000
Retained earnings at beginning of

year.................  89,099,000 78,886,000
Dividends declared;

5%  cumulative preferred
stock— $5 per share............. (64,000) (65,000)

$2.75 convertible preference
stock— $2.75 per share.. ..  —  (6,000)

Common stock— $ 1.85  per
share.........  (5,744,000) (5,722,000)

Retained earnings at end of y e a r.. $100,033,000 $89,099,000

C U R T I S S - W R I G H T  C O R P O R A T I O N  ( D E C )

Consolidated Statements of Earnings and Retained 
Earnings

1977 1976
Net earnings......................................  $ 16,299,000 $ 19,078,000
Retained earnings:
Balance at beginning of year........ 170,769,000 156,794,000

Less, Dividends:
Class A— $2.00 per share.......  483,000 492,000
Common— $.60 per share ($.55

in 1976).................................  4,977,000 4,611,000
Balance at end of year..................... $181,608,000 $170,769,000

C A M P B E L L  S O U P  C O M P A N Y  ( J U L )

Consolidated Statements of Earnings and Earnings Re­
tained in the Business

1977 1976
(000 omitted)

Earnings
Net sales...................................... $1,769,132 $1,634,762
Costs and expenses

Cost of products sold........... 1,360,790 1,259,776
Marketing and administra­

tive expenses.................. 201,739 182,247
1,562,529 1,442,023

Earnings before taxes................ 206,603 192,739
Taxes on earnings...................... 99,500 91,700
Net earnings for the year.......... $ 107,103 $ 101,039
Net earnings per share (based 

on average shares outstand­
ing)........................................... $3.28 $3.07

Earnings Retained In The Business
Beginning of year........................ $ 690,980 $ 633,701
Net earnings for the year.......... 107,103 101,039
Cash dividends ($1.45 per share 

in 1977 and $1.33 per share
in 1976)................................. (47,394) (43,760)

End of year................................... $ 750,689 $ 690,980
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HARRIS CORPORATION (JUN)

Statements of Consolidated Common 
Capital and Retained Earnings

1977
Common Stock
Balance at beginning of year.......... $ 6,495,610
Sale of shares under stock option

plan...............................................  21,329
Shares issued for conversion of de­

bentures .......................................  5,472
Par value of shares issued in two-

for-one stock split......................  6,503,948
Balance at End of Year.. $ 13,026,359

Other Capital
Balance at beginning of year.........  $ 41,228,079
Par value of shares issued in two-

for-one stock split......................  (6,503,948)
Sale of shares under stock option 

and employee stock purchase
plans.............................................. 927,990

Adjustment resulting from conver­
sion of debentures......................  160,366

Balance at End of Year.. $ 35,812,487
Retained Earnings
Balance at beginning of year.......... $162,894,709
Charge resulting from change in ac­

counting for warranties............. —
Net earnings for the year................  40,058,838
Cash dividends ($.77½ per share in 

1977 and $.65 per share in
1976)............................................  (9,550,962)

Balance at End of Year.. $193,402,585

Stock, Other

LEE ENTERPRISES, INCORPORATED (SEP) 

Consolidated Statements of Stockholders’ Equity
1977 1976

1976 Common Stock
Balance, beginning..................... $10,075,000 $ 6,717,000

$ 6,486,175 Add common stock split...... — 3,358,000
Balance, ending........................... $10,075,000 $10,075,000

9,435 Additional Paid-In Capital
Balance, beginning..................... $ 3,624,000 $ 6,986,000

Deduct:
Common stock split........ — 3,358,000
Stock options exercised. 248,000 4,000

$ 6,495,610 Balance, ending........................... $ 3 ,376,000 $ 3,624,000

$ 42,674,373 Retained Earnings
Balance, beginning..................... $46,032,000 $38,763,000

Add net income..................... 11,670,000 9,424,000

Deduct cash dividends 1977
$57,702,000 $48,187,000

(1,446,294) $ .60  per share; 1976 
$.44 per share .............. 2 ,912,000 2,155,000

— Balance, ending........................... $54,790,000 $46,032,000
$ 41,228,079 Treasury Stock

Balance, beginning..................... $ 1,960,000 $ 715,000
$145,162,654 Add treasury stock reac­

quired 1977 114,381
(1,206,062) shares; 1976 8 1 ,25 8
26,838,134 shares .............................. 2,702,000 1,256,000

$ 4,662,000 $ 1,971,000

(7,900,017)
Deduct stock options exer­

cised 1977 4 0 ,2 5 0
$162,894,709 shares; 1976 900 shares 584,000 11,000

Balance, ending........................... $ 4 ,078,000 $ 1,960,000
Stockholders' Equity, ending........... $64,163,000 $57,771,000
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S to c k  D iv id e n d s

AMERADA HESS CORPORATION (DEC)

Statement of Consolidated Retained Earnings
1 9 7 7  1 9 7 6

Balance at beginning of y e ar $ 9 7 7 ,9 4 4 ,0 0 0  $ 8 7 0 ,5 4 1 ,0 0 0
Net in c o m e...................................  1 7 8 ,8 8 1 ,0 0 0  1 5 2 ,6 3 7 ,0 0 0
Dividends

Cash
$ 3 . 5 0  c u m u la tiv e  

c o n v e rtib le  p re ­
ferred  s to c k .......... ( 2 3 ,0 3 0 ,0 0 0 )  (2 3 ,7 3 4 ,0 0 0 )

Common stock ($ .7 5  
p e r s h a re  in 
1 9 77 ; $ .3 7 5  per 
share in 1 9 7 6 ) . . .

Common stock— 2 ½ % . .
Retirem ent of treasury stock 
Balance at end of y e a r .......... $ 1 ,0 8 9 ,1 7 2 ,0 0 0  $ 9 7 7 ,9 4 4 ,0 0 0

( 1 8 ,4 9 6 , 0 0 0 )
( 2 1 , 3 4 5 , 0 0 0 )  

(4 ,7 8 2 ,0 0 0 )

(8 ,6 7 7 ,0 0 0 )
(1 2 ,8 2 3 ,0 0 0 )

Statement of Consolidated Changes in Capital Stock 
and Capital in Excess of Par Value

Balance at Decem ber 3 1 , 19 75  
Conversion of $ 3 .5 0  cum ulative  

convertible prefe rred  s to c k . 
Employee stock options e x e r ­

cised ................................................
2 ½ %  common stock d iv ide nd .. 
Issuance of 2 1 ,0 1 3  shares (from  

treasury) fo r adjustm ent of 
purchase of rem ain ing  in­
terest in an affiliated com­
pany ................................................

Balance at Decem ber 3 1 , 1 9 7 6  
Conversion of $ 3 .5 0  cum ulative  

convertib le prefe rred  stock . 
Employee stock options e x e r ­

cised ................................................
2½%  common stock d iv id e n d .. 
Retirem ent of treasury stock . . .  
Balance at D ecem ber 3 1 , 1 9 7 7

$ 3 .5 0  cum ulative  
convertib le prefe rred  stock 

Num ber of 
shares

Common stock 
Num ber of 

shares 
issued 

(including 
shares in

Capital in 
excess of

issued Amount treasury) Amount par value
6 ,7 8 1 ,1 4 2 $ 6 ,7 8 1 ,0 0 0 2 4 ,6 8 2 ,9 0 6  $ 2 4 ,6 8 3 ,0 0 0 $ 1 4 7 ,8 4 4 ,0 0 0

(3 9 2 ) — 8 5 9 1 ,0 0 0 —

__ _ 4 ,5 9 1 4 ,0 0 0 7 2 ,0 0 0
5 6 9 ,9 2 0 5 7 0 ,0 0 0 1 2 ,2 5 3 ,0 0 0

(1 ,6 3 9 ,0 0 0 )
6 ,7 8 0 ,7 5 0 6 ,7 8 1 ,0 0 0 2 5 ,2 5 8 ,2 7 6 2 5 ,2 5 8 ,0 0 0 1 5 8 ,5 3 0 ,0 0 0

(7 9 4 ,9 2 0 ) (7 9 5 ,0 0 0 ) 1 ,7 4 8 ,7 7 1 1 ,7 4 9 ,0 0 0 (9 5 4 ,0 0 0 )

_ __ 2 4 ,8 7 0 2 5 ,0 0 0 4 2 6 ,0 0 0
— — 6 2 7 ,7 6 7 6 2 8 ,0 0 0 2 0 ,7 1 7 ,0 0 0
— — (1 ,8 8 7 ,5 9 6 ) (1 ,8 8 8 ,0 0 0 ) —

5 ,9 8 5 ,8 3 0 $ 5 ,9 8 6 ,0 0 0 2 5 ,7 7 2 ,0 8 8  $ 2 5 ,7 7 2 ,0 0 0 $ 1 7 8 ,7 1 9 ,0 0 0



Dividends 313

AIR P R O D U C TS  A N D  C H EM IC A LS, INC. (SEP)

C h an g es  in  S h a re h o ld e rs ’ E qu ity

Common
Stock Capital in

$1 Par Excess of Retained
Value Par Value Earnings

(number (in thousands 
of shares) of dollars)

Balance, Beginning of Year

IN S ILC O  C O R P O R A TIO N  (D EC )

C o n s o lid a te d  S ta te m e n t o f  R e ta in e d  E arn ings

1977
($000)

Retained earnings at beginning of
year...............................................

Net earnings for the year................
$ 83,442 

22,065 
105,507

1976, as previously re­
ported................................
Adjustments for changes

13,489,003 $122,768 $164,943

in accounting (Note 1) (335)
Balance, Beginning of Year

1976, as restated.......... 13,489,003 122,768 164,608
Net Income, as restated 
Cash Dividends

62,299

Common Stock,
$.125 per share. (3,435)

Treasury shares issued
at market price for: 
Employees Savings 

and Stock Owner­
ship Plan—  
Savings Year
1975.....................

Incentive Compensa­
tion Plan Awards

14,200

10,908

854

513
Original shares issued 

for;
2%  Stock Dividend, 

at quoted market 
price, less cost of
issue..................... 270,327 20,768

Stock Options...........
Two-for-one stock

7,980 250

split...................... 13,792,418 (13,827)
Balance, Beginning of Year

1977.................................  27,584,836
Net Income......................
Cash Dividends

Common Stock, $.25
per share .............

Treasury shares issued 
at market price for:
Employees Savings 

and Stock Owner­
ship Plan—
Savings Year
1976..................... 29,393

Incentive Compensa­
tion Plan and Per­
formance Share
Plan Awards......  42,730

Original shares issued 
for:
2%  Stock Dividend, 

at quoted market 
price, less cost of
issue..................... 553,031

Stock Options...........  37,713
O ther......... .....................

Balance, End of Year 1977 
($151,000 of Retained 
Earnings restricted) (Note 
2 ) ......................................  28,247,703

1,031

1,121

Deduct—
Dividends declared on:—

8%  convertible preferred
stock ($ 2 .0 0 ).................

Convertible second preferred 
stock, Series A ($1.25). 

Common stock:
Cash (1 97 7 — $ .8 5 ;

1976— $ .7 4 ) ...........
Stock (5%  or 442,939  

shares at market 
value).........................

Retained earnings at end of y e a r..

72

945

7,882

5,696  
14,595 

$ 90,912

1976

$71,707
19,616
91,323

75

946

6,860

7,881
$83,442

131,326 202,387
67,707

(7,028)

15,860 (16,453)
549 
701

$150,588 $246,613



STANDARD CONTAINER COMPANY (SEP)

Statement of Consolidated Shareholders’ Equity

6%  5%
Cumulative Cumulative Common Stock Treasury Stock

First Second Additional
Preferred Preferred Number of paid-in Retained Number of

Stock Stock Shares Amount Capital Earnings Shares Amount
Balance at

September 28, 1975 .................  $175,500 $650,000 766,816 $766,816 $1,364,090 $5,445,114 2,000 $5,500
Exercise of stock option under

qualified stock option plan.. —  —  14,700 14,700 10,950 —  —  —
Net income for the period........  —  —  —  —  —  1,517,238 —  —
Cash dividends paid:

$ 6 .0 0  per share on 6%
Cumulative preferred
stock.................................  _ _ _ _ _  (10,530) —  —

$ 5 .0 0  per share on 5%
Cumulative preferred
stock.................................  _ _ _ _ _  (32,500) —  —

$.123 per share on common
stock.................................  —  —  —  —  —  (116,061) —  —

10% stock dividend ($186 
paid in cash in lieu of
fractional shares)...........  —  —  77,842 77,842 287,042 (365,070) —  —

Balance at
September 26, 1976 .................  175,500 650,000 859,358 859,358 1,662,082 6,438,191 2,000 5,500
Exercise of stock option under

qualified stock option plan.. —  —  6,100 6,100 8,475 —  —  —
Net income for the period........  —  —  —  —  —  1,493,375 —  —
Cash dividends paid:

$ 6 .0 0  per share on 6%
Cumulative preferred
stock.................................  —  —  —  —  —  (10,530) —  —

$ 5 .0 0  per share on 5%
Cumulative preferred
stock.................................  —  —  —  —  —  (32,500) —  —

$.145 per share on common
stock.................................  _ _ _ _ _  (137,083) —  —

10% stock dividend ($581 
paid in cash in lieu of
fractional shares)...........  —  —  86,049 86,049 430,245 (516,875) —  —

Balance at
September 25, 1977 .................  $175,500 $650,000 951,507 $951,507 $2,100,802 $7,234,578 2,000 $5,500

3 1 4  Section 4; Stockholders’ Equity



Dividends 315

METRO-GOLDWYN-MAYER INC. (AUG) 

Consolidated Statements of Stockholders’ Equity

Common Stock Issued Treasury Stock Total
Number Stated Retained Number At Stockholders'

of Shares Value Earnings of Shares Cost Equity
Balance August 31, 1975............................ 12,352,266 $67,944,000 $56,321,000 (105,585) ($ 908,000) $123,357,000
Net income for year................................. — — 35,557,000 __ _ 35,557,000
Cash dividends................................................ — — (12,600,000) — — (12,600,000)
4%  stock dividend........................................ 487,357 7,029,000 (7,074,000) — _ (45,000)
Stock options exercised................................
5%  Convertible Subordinated Debentures

— (76,000) — 41,941 403,000 327,000

converted...............................................
Open-market Common Stock purchases

3,400 62,000 — — — 62,000

(note 4 )...................................................... — — — (118,900) (1,681,000) (1,681,000)
Balance August 31, 1976............................. 12,843,023 74,959,000 72,204,000 (182,544) (2,186,000) 144,977,000
Net income for year...................................... — — 33,188,000 — __ 33,188,000
Cash dividends............................................... — — (13,414,000) — — (13,414,000)
9%  stock dividend........................................ 1,132,009 15,056,000 (15,135,000) — — (79,000)
Stock options exercised................................
Open-market Common Stock purchases

— (3,135,000) — 318,649 5,217,000 2,082,000

(note 4 ) ...................................................... — — — (462,398) (8,914,000) (8,914,000)
Balance August 31, 1977............................. 13,975,032 $86,880,000 $76,843,000 (326,293) ($5,883,000) $157,840,000

NOTES TO FINANCIAL STATEMENTS
Note 8: Stock Dividend—The Board of Directors on 

November 9, 1976, declared a 9% stock dividend payable 
December 23, 1976, to stockholders of record November 22, 
1976. Dividends per share, stock options, prices at which 
options are exercisable and earnings per share have been 
computed giving retroactive effect to the aforesaid stock div­
idend.

Dividend of Pooled Company

INGERSOLL-RAND COMPANY (DEC)

Changes in Retained Earnings

1977 1976
Earnings retained for use in the

business at beginning of year .. $704,011,000 $641,221,000
Retained earnings of pooled com­

panies........................ 7,433,000 12,121,000
Net earnings for the year. 117,666,000 106,887,000

829,110,000 760,229,000
Cash dividends:

Preference stock, $2.35 per
share...................  7 ,120,000 7,120,000

Common stock, $2.80 per share
in 1977 and $2.68 in 1976 52,641,000 48,025,000

By acquired companies prior to
pooling................  361,000 1,073,000

60,122,000 56,218,000
Earnings retained for use in the bus­

iness at end of year. $768,988,000 $704,011,000

ADJUSTMENTS TO OPENING BALANCE OF 
RETAINED EARNINGS

Reasons for which the opening balance of retained earn­
ings is properly restated include certain changes in account­
ing principles, changes in reporting entity, and prior period 
adjustments. Effective for financial statements for fiscal 
periods beginning after October 15, 1977, FASB Statement 
of Financial Accounting Standards No. 16 stipulates that 
only corrections of errors and “Adjustments that result from 
realization of income tax benefits of pre-acquisition operating 
loss carryforwards of purchased subsidiaries” , are properly 
accounted for as prior period adjustments.

Table 4-3 summarizes the reasons disclosed by the survey 
companies as to why the opening balance of retained earn­
ings was adjusted. Examples of adjustments to the opening 
balance of retained earnings follow.

TABLE 4-3: ADJUSTMENTS TO OPENING 
BALANCE OF RETAINED EARNINGS

Number of Companies

Change in accounting for
leases................................

Poolings of interests.............
Litigation or income tax set­

tlements .........................
Change in translation

policies ...........................
Other ......................................

1977 1976 1975 1974

35
31 24 18 30

9 8 22 12

5 29 82 _
10 21 45 41
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Change in Accounting Principles

ALBERTSON’S INC. (JAN) 

Consolidated Stockholders’ Equity

Common Stock
Capital 

in Excess of Retained

Balance at January 31, 1976:
$1.00 Par Value Par Value Earnings Total

As previously reported........................................
Adjustment for change in accounting for leases

$7,293,621 $32,726,167 $51,221,709
(3,793,195)

$ 91,241,497  
(3,793,195)

Exercise of stock options.........................................
Cash dividends, $.72 per share..............................
Net earnings...............................................................

8,550 110,700
(5,254,444)
17,072,638

119,250
(5,254,444)
17,072,638

Balance at January 29, 1977 ................................. 7,302,171 32,836,867 59,246,708 99,385,746
Exercise of stock options.........................................
Cash dividends, $.80 per share..............................
Net earnings...............................................................

36,350 472,218
(5,862,971)

24,832,450

508,568
(5,862,971)

24,832,450
Balance at January 28, 1978 ................................. $7,338,521 $33,309,085 $78,216,187 $118,863,793

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Change in Accounting—The Company elected early adop­
tion of the retroactive provisions of Financial Accounting 
Standards Board Statement No. 13, Accounting for Leases. 
This Statement requires capitalization of leases which meet 
certain criteria. A capital lease must be recorded as if the 
Company had acquired assets through debt financing. This 
asset is classified on the balance sheet as “Assets Under 
Capital Leases’’ and the related liability as “Obligations 
Under Capital Leases.” This results in reporting interest ex­
pense and depreciation as opposed to the traditional treat­
ment of rents. Rental payments are recorded as reductions of 
obligations and the interest liability on capital leases. This 
results in a decrease in reported net earnings in earlier years 
of the lease term and an increase in net earnings during the 
later years of the lease term. The expense recognized over 
the life of the lease is the same as it would have been under 
the old method. The majority of the Company’s leases are in

the earlier years of the lease term, thereby resulting in a 
reduction of previously reported retained earnings. Capital 
subleases are accounted for on the balance sheet as “ Re­
ceivables for Capital Subleases” and the related liability as 
“Obligations Under Capital Leases.” All other leases are 
classified as operating leases or operating subleases and 
rent expense and rent income are recorded during the period 
in which they are incurred. This new accounting rule has no 
effect on the Company’s earnings for tax purposes.

All the Company’s leases and subleases have been ac­
counted for under this new Statement and all financial state­
ments presented have been restated to apply this method 
retroactively. Earnings for the year ended January 28, 1978 
were reduced by $1,217,665 or $.16 per share. The following 
is an analysis of the effect on earnings per share for prior 
years:

Net earnings as previously reported......................
Adjustment for effect of change in accounting for

leases......................................................................
Net earnings restated...............................................
Net earnings per share as previously reported ... 
Adjustment for effect of change in accounting for

leases......................................................................
Net earnings per share restated.............................

52 Weeks 
January 29, 1977 

$18,183,030

(1,110,392)
$17,072,638

$2.41

(.15)
$2.26

52 Weeks 
January 31, 1976 

$15,792,467

(542,149)
$15,250,318

$2.38

(.08)
$2.30

52 Weeks 
February 1, 1975 

$11,701,540

(357,208)
$11,344,332

$1.85

(.05)
$1.80

52 Weeks 
February 2, 1974 

$9,138,293

(282,323)
$8,855,970

$1.45

(.05)
$1.40
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Consolidated Retained Earnings

1977 1976
(Thousands of dollars except per 

share data)
Amount at beginning of year

As previously reported..............  $ $1,382,500
Adjustment for capitalization of

leases (note 9 ) ......................  (2,700)
As restated...................................  1,526,100 1,379,800

Net income.........................................  210,200 217,000
Cash dividends paid (per share:

1977— $3.00; 1976— $ 2 .6 0 ). (82,700) (70,700)
Amount at end of year..................... $1,653,600 $1,526,100

Note 9 (in part): Leases— In the fourth quarter of 1977, the 
Company adopted, retroactive to January 1, 1975 (the ear­
liest date practicable), Statement No. 13 of the Financial Ac­
counting Standards Board, Accounting for Leases.

Accordingly, the consolidated financial statements for 1975 
and 1976 have been restated. Net income was reduced as 
follows: 1975—$2.7 million, including the cumulative effect of 
the change of $2.4 million; 1976— no restatement due to im­
materiality. The effect of the change on 1977 was not sig­
nificant.

CITIES SERVICE COMPANY (DEC)

PHILLIPS PETROLEUM COMPANY (DEC)

Consolidated Statements of Income and Earnings 
Employed in the Business

1977 1976
($000)

Net Income.........................................  $ 516,902 $ 411,656
Earnings Employed in the Business 

at Beginning of Year:
As previously reported..................... 1,779,002
Adjustment—N ote 4 .........................  (18,170)
As restated.........................................  2,038,812 1,760,832

2,555,714 2,172,488
Dividends Paid (1977— $.975 a 

share; 1976— $.875 a share).. 
Earnings Employed in the Business 

at End of Y ear............................

149,517 133,676

$2,406,197 $2,038,812

Note 4—Change in Accounting for Leases: In 1977 the 
Company changed its method of accounting for non-mineral 
leases in accordance with Financial Accounting Standards 
Board Statement No. 13 to retroactively apply the provisions 
of the Statement to January 1, 1973, the earliest practical 
date for recovering sufficient lease data. The 1973 financial 
statements have been restated to reflect this accounting 
change and, accordingly, net income for that year has been 
reduced $18,170,000 ($.12 per share) for the cumulative ef­
fect of the change to January 1, 1973. This change had no 
material effect on earnings for 1977 or any of the previous 
four years.

Consolidated Statement of Income and Retained Earn­
ings

1977 1976
($ 000)

Net Income.........................................  $ 33,123 $ 30,896
Retained earnings at beginning of 

year:
As previously reported.............  193,032
Retroactive adjustment resulting 

from change in lease ac­
counting .................................  (2,154)

As restated................................... 208,340 190,878
Cash dividends ($1.34 per common

share in 1977; $1.23 in 1976) (14,668) (13,434)
Retained earnings at end of y e a r.. $226,795 $208,340

Note 2: Accounting Change— Financial Accounting Stan­
dards Board Statement No. 13, “Accounting for Leases,” es­
tablishes new standards of financial accounting and reporting 
for leases. The statement is effective for leases entered into 
during 1977 and encourages retroactive application for 
leases entered into in prior years. During 1977 the Company 
and its nonconsolidated leasing and financing subsidiaries 
elected to retroactively apply the Statement and, accordingly, 
have restated their financial statements. As a result of this 
change, net income has been increased $53,000 in 1977 and 
previously reported 1976 net income of $30,309,000 ($2.77 
per share), has been increased $587,000 ($.06 per share). 
The retroactive adjustment for the effects of leases that were 
in existence during periods subsequent to December 31, 
1972, except for leases carried in the accounts of the leasing 
and financial subsidiaries, resulting from the change prior to 
January 1 ,  1976 has been charged to retained earnings. The 
cumulative effect of the change on retained earnings at 
January 1, 1976 for leases carried in the accounts of the 
leasing and financing subsidiaries, amounting to $779,000, 
has been credited to net income in 1976 because it is not 
practicable to obtain or reconstruct the information necessary 
for restatement, particularly for leases expiring prior to 1976.

In addition, certain amounts in the 1976 financial state­
ments have been reclassified to conform with the 1977 pre­
sentation.

PULLMAN INCORPORATED (DEC)

DUPLEX PRODUCTS INC. (OCT)

Statements of Retained Earnings
1977 1976

Beginning of year— as originally re­
ported............................................  $20,571,000 $19,385,000

Change in accounting method for
capital leases (note B)..............  (102,000) (95,000)

Beginning of year— as restated .. ..  20,469,000 19,290,000
Net earnings......................................  3,259,000 1,907,000
Less cash dividends— .95 per share 

in 1977 and $.75 per share in
1976..............................................  (927,000) (728,000)

End of year.........................................  $22,801,000 $20,469,000

Note B: Accounting Changes—At August 1, 1977, the 
company changed its method of accounting for leased prop­
erty under capital leases to be in conformity with Financial
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Accounting Standards Board Statement No. 13 which estab­
lished a new standard of accounting for capital leases. As 
required by Statement No. 13, the company’s financial 
statements have been restated for prior periods to give re­
troactive effect for the change in accounting as if Statement 
No. 13 had been in effect for prior years. The change in 
accounting involved the capitalization of equipment obliga­
tions at discounted amounts totaling $2,027,000; the amorti­
zation of the related lease assets over the lease periods 
which approximate the lives of the equipment; the reduction

of the lease obligations by monthly lease payments net of 
charges to interest expense, and the recognition of the de­
ferred income tax effects. In addition to the equipment leases 
which were capitalized at August 1, 1977, the company has 
capital leases for plant facilities which were capitalized in 
prior periods at the inception of the leases and consequently 
do not require retroactive treatment.

The effects of the change on retained earnings, earnings 
and per share amounts were as follows:

Earnings Add back Increase
as rent on Adjustments Earnings (decrease)

previously equipm ent fo r as P er share
reported leases restatem ent* restated amounts

(am ounts in thousands)
Y ear ended October 3 1 ,

1 9 7 2  ............................... 921 211 (2 3 6 ) 8 9 6 ( .0 2 )
1 9 7 3  ............................... 1 ,4 9 8 2 8 7 (3 0 9 ) 1 ,4 7 6 ( .0 2 )
1 9 7 4  ............................... 5 ,2 2 5 3 0 8 (3 3 1 ) 5 ,2 0 2 ( .0 2 )
1 9 7 5  ............................... 4 ,6 4 9 3 0 8 (3 2 3 ) 4 ,6 3 4 ( .0 1 )
1 9 7 6  ............................... 1 ,9 1 4 3 0 8 (3 1 5 ) 1 ,9 0 7 —

* Adjustments fo r restatem ent include am ortization , interest and de ferred  income tax es .

A SH LA N D  OIL, INC. (SEP)

Statem ent o f Consolidated Stockholders’ Equity

Capital stock 
P referred Common O ther Retained Treasury

stocks stock capital earnings shares
(In thousands)

Balance at October 1 , 1 9 7 5 — as re p o rte d ..................................... $  7 7 ,0 9 4 $ 2 4 ,2 3 8 $ 1 1 8 ,1 3 6 $ 5 1 1 ,5 8 9 $ 5 ,4 4 0
Adjustm ent fo r change in accounting method— Note A ............ (2 6 ,4 6 4 )
Adjustments fo r poolings of interests— Note B ........................... 8 4 6 (8 7 4 ) 9 ,4 1 5

Balance at October 1 , 1 9 7 5 — as r e s ta te d ..................................... 7 7 ,0 9 4 2 5 ,0 8 4 1 1 7 ,2 6 2 4 9 4 ,5 4 0 5 ,4 4 0

N et income fo r 1 9 7 6 ...................................................................................
Cash dividends:

1 4 1 ,2 9 5

Preferred  s to c k s ............................................................................................. ( 1 1 ,1 7 7 )
Common stock— $ 1 .6 5  a s h a re ............................................................
Converted— 2 4 7 ,0 0 0  shares of $ 2 .4 0  series of 1 9 6 6  and

(4 0 ,3 2 4 )

4 6 ,0 0 0  shares of $ 2 .4 0  series of 1 9 7 0 ................................. (1 4 ,8 6 4 ) 5 6 2 1 4 ,3 0 2
Redemption of 1 2 ,0 0 0  shares of $ 2 .4 0  series of 1 9 6 6 ........
Acquisitions of other com pan ies............................................................
Adjustm ent fo r 2 0 2 ,0 0 0  shares of common stock previously

(7 5 0 )
1 4 9 401 2 ,6 0 1

recorded  as issuab le fo r  p ro p e rty  righ ts  and o th e r  
changes......................................................................................................... 61 (3 ,6 0 5 ) 1

Balance a t Septem ber 3 0 ,  1 9 7 6  .......................................................... 6 1 ,4 8 0 2 5 ,8 5 6 1 2 8 ,3 6 0 5 8 6 ,9 3 5 5 ,4 4 1

N et income fo r 1 9 7 7 ................................................................................... 1 6 4 ,2 6 5
Cash dividends:
P referred  s to c k s ............................................................................................. ( 1 3 ,3 0 6 )
Common stock— $ 1 .9 0  a s h a re ............................................................
Converted— 8 3 ,0 0 0  shares of $ 2 .4 0  series of 1 9 6 6  and

5 5 0 ,0 0 0  shares of $ 2 .4 0  series of 1 9 7 0 ...............................
Redemption of 5 3 ,0 0 0  shares of $ 2 .4 0  series of 1 9 6 6  includ­

ing 3 7 ,0 0 0  shares from  T re a s u ry .................................................

(5 ,8 1 3 )

(3 ,1 9 5 )

9 9 0 4 ,8 2 3

(2 4 5 )

(4 9 ,8 5 4 )

(2 ,4 5 2 )

Acquisition of other co m pan ies ..............................................................
Issuance of 8 . 5 0 %  series of 1 9 7 6  prefe rred  stock— 5 0 ,0 0 0

4 7 8 1 3 ,6 7 2

shares ..........................................................................................................
O ther changes...................................................................................................

5 0 ,0 0 0
6 6 1 ,6 5 9 (4 4 9 )

Balance a t Septem ber 3 0 ,  1 9 7 7  .......................................................... $ 1 0 2 ,4 7 2 $ 2 7 ,3 9 0 $ 1 4 8 ,2 6 9 $ 6 8 7 ,5 9 1 $ 2 ,9 8 9
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note A: Significant Accounting Policies— T h e  inform ation  
p re s e n te d  on p a g e  4 0  o f th is  A n nu a l R e p o rt s u m m a rize s  th e  
sign ificant A ccou nting  Polic ies  o f A sh lan d  and  is an  integral 
part o f th e s e  financ ia l s ta tem en ts .

SIGNIFICANT ACCOUNTING POLICIES
Exploration and development costs— In 1 9 7 7 , A shlan d  

c h a n g e d  from  th e  full cost m etho d  to  th e  successfu l efforts  
m etho d  of accou nting  for exp lo ra tion  a n d  d ev e lo p m en t costs  
in fo re ig n  a re a s , A la s k a  and  C a n a d a . U n d e r th e  successfu l 
efforts  m etho d  of accou nting  (w hich  has  b ee n  principally  
utilized by A sh lan d  for its d o m estic  o p era tio n s ), exp lo ra tory  
costs, including g eo p h ys ica l a n d  g eo log ica l e x p e n s e s , le a se  
ren ta ls , and  in tang ib le  drilling costs a p p licab le  to dry holes  
a re  c h a rg e d  to e x p e n s e  as  incurred . L e a s e  acquisition  costs, 
in tang ib le  drilling costs on  p roductive  w e lls  a n d  tan g ib le  
e q u ip m e n t costs re la ted  to  th e  d ev e lo p m en t of oil and  g as  
re s e rv e s  a re  c a p ita liz e d  a n d  a m o rtiz e d  by th e  u n it-o f-  
production  m etho d .

T h e  e ffec t o f th is  c h a n g e  in accou nting  m eth o d  w a s  to  
in c re as e  n et in co m e by $ 1 8 4 ,0 0 0  ($ .0 1  p er s h a re ) in 1 9 7 7  
and  $ 1 ,2 8 0 ,0 0 0  ($ .0 5  p er s h a re ) in 1 9 7 6  and  to  d e c re a s e  
re ta in ed  earn in g s  at O c to b e r 1, 1 9 7 5  by $ 2 6 ,4 6 4 ,0 0 0  for th e  
c u m u la tive  e ffec t of th e  c h a n g e  on net in co m e for prior years .

T h is  c h a n g e  w a s  m a d e  in recogn ition  o f c h an g in g  o p e ra t­
ing a n d  e c o n o m ic  conditions affecting  oil and  g as  exp lo ration  
activ ities. In add ition , in July 1 9 7 7  th e  F in an c ia l A ccounting  
S ta n d a rd s  B oard  issued  an  “E x p o s u re  D ra ft” o f a  S ta te m e n t  
on F in anc ia l A ccou nting  and  R epo rtin g  by O il a n d  G a s  P ro ­
ducing  C o m p a n ie s  w hich  w ou ld  req u ire , if a d o p te d , c o m ­
p an ie s  to u tilize th e  successfu l efforts  m eth o d  of accou nting .

C o a l le a s e  acqu is ition , exp lo ra tion  a n d  d ev e lo p m en t costs  
w hich  a re  re c o v era b le  a re  c a p ita lize d  a n d  am o rtize d  on a  
u n it-o f-production  m etho d  o ve r th e  re sp ective  e s tim a te d  coal 
reserves .

TE X A S G U LF INC. (DEC)

Consolidated Statem ents o f R etained Earnings

Retained Earnings at January 1, as

1977
($000)

1976

previously reported......................
Adjustment for the cumulative effect 

on prior years of adopting FASB

$639,016 $612,984

Statement No. 19 .........................
Retained Earnings at January 1, as

(45 ,222) (43 ,152)

adjusted.......................................... 593 ,794 569,832
Net income...........................................
Cash Dividends— preferred ($3 .00

46 ,285 60 ,844

per share in 1 9 7 7 )......................
— common ($ 1 .2 0

(9 ,000) —

per share each year).................. (36 ,976) (36 ,882)
Retained Earnings at December 31 $594,103 $593,794

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 1 (in part): Summary of Accounting Policies and Re­
lated Matters

Changes in Accounting Policies. P rior to 1 9 7 7  all e x p e n d i­
tu re s  o n  m a jo r  o il a n d  g a s  e x p lo ra t io n  p ro je c ts  w e re  
c a p ita lize d  pen d in g  d e te rm in a tio n  o f c o m m e rc ia lly  re c o v e ra ­
b le reserves . A s d escrib ed  in section  F  of this note , during  
1 9 7 7  th e  c o m p a n y  a d o p ted  th e  successfu l e fforts  m etho d  of 
accou nting  for oil and  g as  activ ities  in a c c o rd a n c e  w ith F i­
n an c ia l A ccounting  S ta n d a rd s  B oard  S ta te m e n t N o . 19 and  
accord ing ly , financ ia l s ta te m e n ts  o f prior period s  h a v e  b een  
re s ta ted  to  g ive  e ffec t to  this c h a n g e . A ll c o m p a n ie s  will b e  
req u ired  to  ado pt th e  m eth o d s  of accou nting  and  reporting  for 
oil and  g as  activ ities  req u ired  by F A S B  S ta te m e n t N o . 19  for 
fiscal y e a rs  beg inn ing  a fte r D e c e m b e r 15 , 1 9 7 8 . It h as  g e n ­
era lly  b ee n  th e  policy of th e  c o m p a n y  to e le c t e a rly  adoption  
o f n e w  a c c o u n tin g  p ro n o u n c e m e n ts  a n d  th e re fo r e  th e  
c h a n g e  to th e  req u ired  m eth o d  of accou nting  in F A S B  S ta te ­
m en t N o . 19  w a s  e ffec ted  during  1 9 7 7 . T h e  e ffec t of this  
c h a n g e  on  n et in co m e in 1 9 7 7  w a s  insignificant. P rio r y e a rs ’ 
n et in co m e h as  b e e n  in c re as e d  (d e c re a s e d ) as  follow s: 1 9 7 6  
($ 2 ,0 7 0 ,0 0 0 ) ,  (0 7 )  cen ts  p e r  s h are ; 1 9 7 5  ($ 9 ,5 1 2 ,0 0 0 ) ,  (3 1 )  
cents  p e r s h are ; 1 9 7 4  ($ 3 ,6 4 6 ,0 0 0 ) ,  (1 2 )  cen ts  p e r share ; 
1 9 7 3  $ 2 ,8 7 0 ,0 0 0 , 10  cen ts  p e r s h are ; 1 9 7 2  ($ 1 3 ,5 9 1 ,0 0 0 ) ,  
(4 4 ) cen ts  p er sh a re ; 1971  ($ 7 ,2 6 3 ,0 0 0 ) ,  (2 4 ) cen ts  p er  
s h a re ; 1 9 7 0  ( $ 9 ,9 7 2 ,0 0 0 ) ,  (3 3 )  c e n ts  p e r  s h a re ;  1 9 6 9  
($ 1 ,6 9 3 ,0 0 0 ) ,  (0 5 ) cen ts  p e r s h are ; 1 9 6 8  and  y e a rs  prior 
($ 3 4 5 ,0 0 0 ) .  L ands, con trac t rights a n d  d e v e lo p m e n t a n d  un ­
p ro ven  p ro perties  a n d  exp lo ra tion  pro jec ts  h av e  b e e n  re ­
d uced  $ 4 ,4 1 0 ,0 0 0  a n d  $ 5 2 ,5 6 0 ,0 0 0  resp ective ly , a n d  d e ­
fe rre d  in co m e ta x e s  h av e  b ee n  red u c e d  $ 1 1 ,8 5 0 ,0 0 0 .

In 1 9 7 7  th e  c o m p a n y  a lso  e lec ted  e a rly  ado ption  o f th e  
re c o m m e n d atio n s  c o n ta in ed  in F A S B  S ta te m e n t N o . 13  p e r­
ta in ing  to accou nting  for le a se s . T h e  e ffec t o f this c h a n g e  on  
net in c o m e  of th e  cu rren t y e a r  and  prior y e a rs  w a s  not s ig ­
nificant, co n s e q u e n tly  no ad ju s tm en ts  h a v e  b ee n  m a d e  to  
prior y e a rs ’ n et in co m e as a  resu lt o f th is  c h a n g e .
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O RAN G E-C O , INC. (AUG)

NOTES TO THE CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2: Accounting Change— During the year ended Au­
gust 31, 1977 the Company changed the valuation method 
for citrus inventories from LIFO (last-in, first-out) method to 
the season’s average cost method. Citrus inventories had 
been valued on the LIFO method since September 1, 1973. 
The change in valuation method was made to minimize the 
effects of accounting estimates used in computing interim 
inventories and cost of sales which are difficult to determine 
due to the nature and timing of the Company’s production 
and selling cycles and the cyclical pattern of fruit costs, to­
gether with a desire to improve comparability of Orange-co’s 
financial statements with the financial statements of other 
companies in the citrus and food processing industry, most of 
which do not use the LIFO method of inventory valuation.

The change in method of valuing citrus inventories has 
been applied retroactively pursuant to the provisions of Ac­
counting Principles Board Opinion No. 20. As a result of 
adopting the average cost method, net loss for the year 
ended August 31, 1977 is approximately $725,000 or $.18 
per share less than it would have been on a LIFO basis. The 
financial statements for years 1976, 1975 and 1974 have 
been retroactively restated for this change and the effect of

the accounting change on net income as previously reported 
is as follows:

(In thousands of dollars except 
per share da ta )

1 9 7 6  1 9 7 5  1 9 7 4
N et income as previously rep o rte d ........$ 4 ,0 3 8  $ 3 ,3 8 2  $ 2 ,6 7 0
Adjustm ent fo r effect of the change in

method of v a lu a tio n .................................  6 9 5  121 5 1 7
N et income as a d ju s te d ................................. $ 4 ,7 3 3  $ 3 ,5 0 3  $ 3 ,1 8 7
Earnings per common share:

Assuming no dilution:
N et income as p rev iously re ­

ported ............................................... $  .9 5  $  .9 2  $  .6 8
A d jus tm en t fo r  e ffe c t o f th e  

change in method o f va lua­
tio n .................................................................18  .0 3  .1 5

N et income as a d ju s te d ............... $ 1 .1 3  $  .9 5  $ .8 3
Assuming full dilution:

N et income as p rev iously re ­
ported ............................................... $  .9 2  $  .8 8  $  .6 8

A d jus tm en t fo r  e ffe c t o f the  
change in method of va lua­
tio n ................................................................. 15 .0 3  .1 3

N et income as a d ju s te d ............... $  1 .0 7  $  .91  $  .81

The Company has made application to the Internal Rev­
enue Service for approval of the accounting change for tax 
purposes and permission to pay the resulting tax liability of 
approximately $237,000 per year for eight years beginning in 
fiscal 1978.

CH ILTO N C O M PAN Y (DEC)

Consolidated S tatem ent o f Shareholders’ Equity
Additional Common Stock

Common Paid-in Retained held in Treasury
Stock Capital Earnings Shares Am ount

Balance— January 1 , 1 9 7 6 , as
previously re p o rte d .................. $ 5 ,6 4 1 ,0 7 0 $ 2 ,8 0 9 ,5 1 6 $ 1 6 ,2 0 8 ,0 6 4 6 ,4 4 3 ($ 1 0 2 ,3 1 1 )

A d ju s tm e n t fo r  book re tu rn s
(N ote 2 ) .........................................

Balance— January 1 , 1 9 7 6  as
(2 2 9 ,3 8 1 )

a d ju s te d ......................................... 5 ,6 4 1 ,0 7 0 2 ,8 0 9 ,5 1 6 1 5 ,9 7 8 ,6 8 3 6 ,4 4 3 ( 1 0 2 ,3 1 1 )
Distribution of bonus shares in

excess of shares set aside in 
prior y e a r ..................................... (1 0 1 ) (1 1 5 ) ( 1 ,8 2 6 )

Purchase of treasury s to c k ........
Cash d iv id e n d  p a id  ($ 1  p e r

1 ,4 1 5 ( 2 2 ,3 2 9 )

s h a re ).............................................. (5 5 7 ,4 1 9 )
Treasury stock set aside fo r in­

centive bonus ( A ) ......................
N et income (restated Note 2 ) . . .

(8 4 0 )
1 ,2 0 0 ,7 5 9

(2 ,1 5 9 ) 3 6 ,9 0 9

Balance— Decem ber 3 1 , 1 9 7 6 . 5 ,6 4 1 ,0 7 0 2 ,8 0 8 ,5 7 5 1 6 ,6 2 2 ,0 2 3 5 ,5 8 4 ( 8 5 ,9 0 5 )
Purchase o f treasury  s to c k ........
Cash d iv idends paid  ($1  per  

s h a re )............................................... ( 5 5 7 ,9 7 4 )

13 ( 1 9 5 )

Treasury stock set aside fo r in­
centive bonus ( A ) ..................... 7 ,0 5 1 (2 ,2 2 6 ) 3 2 ,6 3 9

6 %  stock dividend (N ote 1 2 ) . . . 3 3 6 ,4 4 0 2 8 5 ,9 7 4 (6 2 2 ,4 1 4 )
N et in c o m e ........................................... 2 ,3 5 8 ,4 7 0
Balance— Decem ber 3 1 , 1 9 7 7 . $ 5 ,9 7 7 ,5 1 0 $ 3 ,1 0 1 ,6 0 0 $ 1 7 ,8 0 0 ,1 0 5 3 ,3 7 1 ($  5 3 ,4 6 1 )
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Note 2: Accounting Change—The Company has adopted 
a policy of providing for estimated returns on sales of books 
made during the year. The Company had formerly followed 
the policy of recording their sales returns as received. The 
change was adopted retroactively in accordance with the 
provisions of statements No. 5 and 11 of the Financial Ac­
counting Standards Board and, accordingly, the 1976 finan­
cial statements have been restated to reflect this change. 
The effect of this change was an increase in net income of 
$3,628 or $0.01 per share in 1977, and a decrease of $9,811 
or $0.02 per share in 1976 after giving retroactive effect for 
the 6% stock dividend (Note 12). The effect of this change on 
net income for years prior to 1976 of $229,381 (net of income 
taxes of $261,000) has been charged to retained earnings at 
January 1, 1976.

Change in Reporting Entity

INTERCO INCORPORATED (FEB)

Consolidated Statement of Stockholders’ Equity
(Dollars in thousands except per share data)

Preferred Common Additional Retained
Stock Stock Capital Earnings Total

Balance February 28, 1975:
As originally reported............................................................................................ $15,984 $ 85,862 $41,778 $261,932 $405,556
Adjustments for pooled companies...................................................................... 15,201 (9,488) 47,740 53,453
As restated.............................................................................................................. 15,984 101,063 32,290 309,672 459,009

Net earnings.................................................................................................................. 69,027 69,027
Cash dividends:

Preferred stock....................................................................................................... (791) (791)
Common stock— $1.47½ per share.................................................................. (16,935) (16,935)
By pooled companies prior to combination....................................................... (1,215) (1,215)

Stock dividends by pooled companies prior to combination— 160,912 shares. 1,207 1,999 (3,208) (2)
Purchase and retirement of preferred stock:

Series B— 2,615 shares....................................................................................... (105) (6) (111)
Conversion of preferred stock:

Series B— 1,082 shares....................................................................................... (43) 16 27
Series C— 17,032 shares..................................................................................... (1,703) 390 1,313

Exercise of stock options:
Common— 37,017 shares.................................................................................... 278 718 996

Adjustment to conform pooled companies' fiscal years......................................... 818 818
Balance February 29, 1976, as restated................................................................. 14,133 102,954 36,341 357,368 510,796
Net earnings.................................................................................................................. 76,759 76,759
Cash dividends:

Preferred stock....................................................................................................... (729) (729)
Common stock— $1.62½ per share.................................................................. (21,733) (21,733)
By pooled company prior to combination.......................................................... (265) (265)

Stock dividend by pooled company prior to combination— 20,185 shares...... 151 505 (662) (6)
Conversion of preferred stock:

Series C— 5,196 shares....................................................................................... (520) 119 401
Excise of stock options:

Common— 100,945 shares.................................................................................. 757 1,815 2,572
Restricted stock plan:

Common— 4,107 shares........................................................................................ 31 132 163
Issuance of 18,141 contingent common shares...................................................... 136 516 652
Adjustment to conform pooled company's fiscal y e a r ........................................... (74) (74)
Balance February 28, 1977 ............................................................... ....................... $13,613 $104,148 $39,710 $410,664 $568,135
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 2 (in part): Business Combinations— During fiscal 
1977, the company acquired all the outstanding stock of Sky 
City Stores, Inc. in exchange for 427,079 shares of the com­
pany’s common stock. This transaction was accounted for as 
a pooling of interests; and, accordingly, the accounts of this 
company have been included in the accompanying consoli­
dated financial statements for fiscal 1977 and fiscal 1976. 
Consolidated net sales and net earnings for fiscal 1976, prior 
to restatement for this business combination, were 
$1,376,365,000 and $67,009,000, respectively. The net 
sales and net earnings of Sky City Stores, Inc. for fiscal 1977, 
prior to combining, were $62,189,000 and $2,512,000, re­
spectively.

Historically, Sky City Stores, Inc. has reported on a fiscal 
year ended January 31 of each year. In the consolidated 
statements of earnings, results for the pooled company for its 
fiscal year ended January 31, 1977 and 1976 have been 
included with INTERCO INCORPORATED consolidated re­
sults for fiscal 1977 and fiscal 1976, respectively. Retained 
earnings have been adjusted for the pooled company’s oper­
ations for the month of February, 1977.

ELI LILLY AND COMPANY (DEC)

Consolidated Statements 
Earnings

of Income and Reinvested

1977 1976
Net income............................ $ 218,684,000 $202,682,000
Reinvested earnings at be­

ginning of year, as pre­
viously reported............. 950,940,000 837,180,000

Reinvested earnings (deficit) 
of acquired company 
(unaudited)— Note B...... 1,779,000 (243,000)

Reinvested earnings at be­
ginning of year, as re­
stated ................................ 952,719,000 836,937,000

Deduct cash dividends:
1977— $1.42  per share; 

1976— $1.25 per share 98,183,000 86,411,000
By acquired company prior 

to date of acquisition.... 808,000 489,000
Reinvested Earnings at End 

of Year ............................ $1,072,412,000 $952,719,000

Note B: Acquisition— In November, 1977, the company 
exchanged 1,438,114 shares (.95 of a share for each share 
acquired) of its common stock for all the outstanding shares 
of IVAC Corporation (IVAC). IVAC’s business is the design, 
development, manufacture and marketing of electronic medi­
cal instrument systems, including related disposable prod­
ucts. The acquisition has been accounted for under the pool­
ing of interests method and, accordingly, the company’s 1976 
consolidated financial statements have been restated to in­
clude the accounts and operations of IVAC. IVAC’s previous­
ly reported financial results have been recast to reflect years 
ended December 31.

Net sales and net income included in the consolidated 
statements of income and reinvested earnings for 1976 and 
1977 are as follows:

Net Sales Net Income
Year Ended December 31,

1976
As previously reported.. $1,340,588,000 $200,171,000
IVAC (unaudited)............. 20,163,000 2,511,000

Combined .................  $1,360,751,000 $202,682,000
Year Ended December 31,

1977
Lilly .................................  $1,492,796,000 $215,550,000
IVAC (unaudited)............. 25,216,000 3,134,000

Combined .................  $1,518,012,000 $218,684,000
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RELIA N C E E LE C TR IC  C O M P A N Y  (O C T) 

Statem ents o f Consolidated Stockholders’ Equity

Serial Preferred Stock Common Other Retained
Series A Series B Stock Capital Earnings

(Thousands of Dollars)
Year Ended October 31, 1976:

Balance at November 1, 1975, as previously reported................................... $6 ,656 $8 ,179 $24,580 $4,269 $150,711
Pooling of interests-Reliable Electric Company.................................................... 3 ,842 (2 ,882) 21 ,029
Cumulative effect of accounting change............................................................... 136
Balance at November 1, 1975, as restated......................................................... 6 ,656 8 ,179 28,422 1,387 171,876
Net earnings.................................................................................................................
Cash dividends:

43 ,755

Series A— $ 3 .00  per sh are .............................................................................. (2 ,361)
Series B— $ 1 .60  per share................................................................................ (998)
Common— $ 1 .025 per share.............................................................................

Sale of 20 ,892 common shares under option plans.......................................... 52 264
(11 ,239)

Purchase of 11 ,657 common shares for treasury.............................................
Issuance of 2 ,202 ,733  common shares on conversion of 237 ,892 Series A

(29) (5) (173)

shares and 852,131 Series B shares and other..........................................
Capital stock transactions (41 ,084  common shares) and dividends of pooled

(1 ,760) (6 ,281) 5 ,507 2,590 (115)

company prior to m erger................................................................................... 103 322 (973)
Balance at October 31, 1976 .................................................................... 4 ,896 1,898 34,055 4 ,558 199,772

Year Ended October 31, 1977:
Net earnings.................................................................................................................
Cash dividends:

53,516

Series A— $ 3 .00  per sh are .............................................................................. (1 ,564)
Series B— $ 1 .60  per share................................................................................ (297)
Common— $1.15  per sh are ..............................................................................

Sale of 34 ,858 common shares under option plans.......................................... 87 553
(15 ,484)

Purchase 15,268 of common shares for treasury.............................................
Issuance of 900 ,134  common shares on conversion of 230 ,986 Series A

(38) (9) (435)

shares and 111 ,984  Series B shares and other..........................................
Capital stock transactions (14 ,050  common shares), dividends and adjust­

ment for change in fiscal year of pooled company.....................................

(1 ,709) (825) 2 ,250

35

824

140 (818)
Balance at October 31, 1977 .................................................................... $3 ,187 $1,073 $36,389 $6,066 $234,690

NOTES TO FINANCIAL STATEMNETS 
Note B: Acquisitions— In M a y  1 9 7 7  th e  C o m p a n y  acq u ired  

R e lia b le  E lectric  C o m p a n y  fo r 1 ,5 9 2 ,0 0 0  co m m o n  s h a re s  in a  
tran sac tio n  a c c o u n te d  for as  a  pooling o f in terests . F o r 1 9 7 7  
th e  fiscal c losing  o f R e lia b le  E lectric  w a s  c h a n g e d  fro m  D e ­
c e m b e r to O c to b e r to  conform  to  th a t o f th e  C o m p a n y . T h e  
resu lts  o f o p era tio n s  o f R e lia b le  E lectric  fo r its y e a r  en d ed  
D e c e m b e r 3 1 , 1 9 7 6  a re  inc luded  in th e  s ta te m e n t o f consoli­
d a te d  e a rn in g s  fo r th e  fiscal y e a r  e n d e d  O c to b e r 3 1 , 1 9 7 6 . 
Fully  d ilu ted  n et e a rn in g s  p e r co m m o n  s h a re  o f th e  C o m p a n y  
w e re  re d u ced  by $ .0 6  in 1 9 7 7  a n d  fo r 1 9 7 6  w e re  red uced  
by $ .1 1  as  a  resu lt o f th e  acqu is ition . N e t s a les  a n d  net e a rn ­
ings o f both c o m p a n ie s  fo r th e  p eriod s  p reced in g  acquisition  
w ere :

Net Net
Sales Earnings

(Thousands of Dollars)
Six months ended April 30, 1977 

(unaudited)
Reliance Electric Company......... $373 ,114 $22,146
Reliable Electric Company.......... 27 ,592 1,826

$400,706 $23,972
Year Ended October 31, 1976

Reliance Electric Company......... $664,065 $40,884
Reliable Electric Company.......... 47 ,942 2,871

$712 ,007 $43,755

In te rco m p an y  s a les  from  th e  C o m p a n y  to  R e lia b le  E lectric  
and  e s tim a te d  in te rc o m p a n y  profits h a v e  b ee n  e lim in ated ;  
such  item s w e re  not m ate ria l.
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LAFAYETTE RADIO ELECTRONICS 
CORPORATION

Consolidated Balance Sheets-July 2 ,  1977 and June 30, 
1976

Prior Period Adjustments

1977 
(Revised) 
(Note 6) 1976

Consolidated Statements of Income (Loss) and Re­
tained Earnings

Years ended July 2, 1977 and June 30, 1976

1977 
(Revised) 
(Note 6) 1976(a)

Consolidated Statements of Changes in Financial Posi­
tion

Years ended July 2, 1977 and June 30, 1976

1977 
(Revised) 
(Note 6) 1976

Note 6: Revision of 1977 financia l statements— 
Subsequent to the issuance of its financial statements the 
Company discovered a computational error in the amount of 
$1,046,000 in the calculation of its July 2, 1977 inventory 
used to determine cost of sales for the year then ended. 
Accordingly, the 1977 financial statements have been re­
stated. The effect of the correction of the error resulted in an 
increase in the 1977 net loss from $3,101,000 to $3,621,000 
or from $1.42 to $1.65 per share.

TABLE 4-4: OTHER CHANGES IN RETAINED 
EARNINGS

Charges

Number of Companies 
1977 1976 1975 1974

Treasury stock transactions. 
Poolings of interests

63 49 28 80

adjustments..................... 4 6 6 10
Other ......................................
Credits

18 19 18 16

Poolings of interests............. 6 10 8 11
Other ...................................... 5 4 7 8

In addition to opening balance adjustments, the retained 
earnings account is affected by direct charges and credits. 
Direct charges result usually from one or more of the follow­
ing (1) net loss for the year, (2) cash or stock dividends, (3) 
creation of or additions to appropriated retained earnings, or 
(4) losses on treasury stock transactions. Direct credits result 
usually from either net income for the year or restorations of 
appropriated retained earnings. Direct charges and 
credits—other than net loss, net income, dividends and stock 
splits— are summarized in Table 4-4. Examples of such 
charges and credits follow.

OTHER CHANGES IN RETAINED EARNINGS

Treasury Stock Transactions

AMERICAN SEATING COMPANY (DEC)

Consolidated Statement of Stockholders’ Equity
1977 1976

Preferred Stock
Beginning of year........................  $ 2 ,712,829 $ 2,712,829
Purchase of shares under Ten­

der Offer (Note 7 ) ................  (30,269) —
End of year .................................  2,682,560 2,712,829

Common Stock
Beginning of year........................ 7,062,400 7,062,400
Issuance of 8,000 shares under

stock options (Note 9 ).......... 40,000 —
Purchase of shares under Ten­

der Offer (Note 7 ) ................ (2,495,050) —
Retirement of 49,465 shares of

Treasury Stock......................  (247,325) —
End of year................................... 4 ,360,025 7,062,400

Additional Paid-in Capital
Beginning of year........................ 1,225,981 1,225,981
Excess of proceeds over par 

value of 8 ,0 0 0  common 
shares issued under stock
options (Note 9 ) ...................  22,625 —

Purchase of shares under Ten­
der Offer (Note 7 ) ................  (437,381) —

Retirement of Treasury Stock... (43,356) —
End of year................................... 767,869 1,225,981

Retained Earnings
Beginning of year........................ 24,274,617 23,512,317
Net income................................... 876,512 1,549,847
Cash dividends paid:

Common— $.40 per share.. (447,204) (545,206)
Preferred................................ (240,441) (242,341)

Purchase of shares under Ten­
der Offer (Note 7 ) ................  (4,791,206) —

Retirement of Treasury Stock... (1,037,862) —
End of year................................... 18,634,416 24,274,617

Treasury Stock
Beginning of year........................ (1,328,543) (1,328,543)
Retirement of 49,465 shares... 1,328,543 —
End of year................................... —  (1,328,543)
Total Stockholders' Equity.......... $26,444,870 $33,947,284
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Note 7: Tender Offer for Repurchase of Stock—On June 
16, 1977 the Company completed the purchase of 499,010 
shares of Common Stock for $7,485,150 ($15 per share), 28 
shares of Series A Preferred Stock for $1,680 ($60 per share) 
and 601⅔  shares of Series B Preferred Stock for $30,083 
($50 per share) pursuant to tender offers made on April 29, 
1977 to all holders of Common and Preferred Stock. The 
tender offers expired on May 20, 1977. Expenses and fees 
relating to the tender offer were approximately $237,000.

All shares thus purchased have been retired and cancel­
led. This has resulted in a reduction of stockholders’ equity by 
approximately $7,754,000 (preferred stock by $30,000, 
common stock by $2,495,000, additional paid-in capital by 
$438,000 and retained earnings by $4,791,000).

THE BARDEN CORPORATION (OCT)

Consolidated Statement of Income and Retained Earn­
ings

1977 1976
Net earnings...................................... $ 4,099,057 $ 992,786
Retained Earnings at beginning of

year................  16,453,050 15,876,800
20,552,107 16,869,586

Less: Cash dividends. 519,587 416,536
Excess cost of treasury stock 

over proceeds from exercise 
of stock options— Note C ... 20,626

540,213 416,536
Retained Earnings at end of year .. $20,011,894 $16,453,050

Note C-Changes in the status of options (after giving re­
troactive effect to the two-for-o ne stock split) under the Com­
pany’s 1964, 1966 and 1969 Qualified Stock Option Plans 
are summarized as follows:

Shares
1977 1976

Outstanding at beginning of
year. 70,600 56,100

Granted. 10,900 20,000
Terminated............................. (11,650) (5,500)
Exercised ($ 4 .0 6 2 5  and

$ 4 .3 7 5 )........................... (22,770) None
Outstanding at end of y e a r. 47,080 70,600
Exercisable at end of year.. 13,906 27,052
Available for grant at end of

year. 1,484 8,866
Price range of outstanding

options..............................  $4.0625-$7.4375 $4.0625-$4.375

THE MEAD CORPORATION (DEC) 

Statements of Retained Earnings
1977 1976

($000)
Balance— beginning of year as pre­

viously reported.........................  $402,774
Restatement (Note B)........................ (1,965)
Balance— beginning of year as re­

stated............................................  400,809
Add— net earnings for the year.... 98,047
Less— cash dividends:

Preferred dividends:
Voting cumulative

preferred— $ 2 .8 0  a
share.................................  (6,461)

Preferred— $4.25 a share.. (49)
Preferred— $5.00 a share.. (98)
Preferred— $6.00 a share.. (49)

Total preferred dividends (6,657)
Common dividends— $ .9 8  a 

share in 1977; $.89 a share
in 1976...........................................  (21,915)

Less— excess of purchase price 
over stated value:
Preferred shares.................................  (30,006)
Common shares...................................  (10,597)

Balance— end of year......................  $429,681

$344,871
(1,965)

342,906
88,796

(7,955)
(53)

(114)
(51)

(8,173)

(19,921)

(2,799)
$400,809

NOTES TO FINANCIAL STATEMENTS 
Note 1 (in part): Shareholders’ Equity—The following table 

summarizes the repurchases of Mead’s shares for the years 
ended December 31, 1977 and 1976.

1977 1976
Stated Stated

Shares Value Shares Value
All dollar amounts in 

thousands
Common.................................
Cumulative preferred:

728,200 $4,344 223,400 $1,332

6%  series........................ 15 1 911 91
5%  series........................ 2,022 202 3,944 395
414% series...................

Voting cumulative preferred:
2,138 214 10,477 1,047

$2.80 series A .............. 179,917 4,537
1968 $2.80 series B .... 491,791 5,674

The Company granted in 1976, subject to stockholder ap­
proval, a nonqualified stock option to an officer for 10,000 
shares at a price of $4.375 per share.

Of the 22,770 shares exercised under the Company’s 
stock option plans, 17,770 shares represent unissued 
shares, and the proceeds were credited to the Capital Stock 
account. The balance, 5,000 shares, was issued from treas­
ury stock, and the excess of the cost over the proceeds was 
charged to Retained Earnings.
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CENTRONICS DATA COMPUTER CORP. (JUN) 

Consolidated Statements of Stockholders’ Equity

Balance, June 30, 1975 ...........................................
Shares

5,941,438

Common Stock 
par value $.01 

$59,415

Capital in 
excess of 
par value 

$6,190,018

Retained
earnings

$19,399,278
Shares issued on pooling of interests and re­

tained earnings of pooled company........... 38,750 387 19,895 246,549
Shares issued upon exercise of stock options 

(Note 6 ) .......................................................... 34,765 348 192,087
Income tax reductions relating to stock options 

(Note 6 ) .......................................................... 257,077
Net income for the year ................................... — — — 9,763,615
Dividends on common stock ($.24 per share) — — — (1,438,159)

Balance, June 30, 1976 ........................................... 6,014,953 60,150 6,659,077 27,971,283
Shares issued upon exercise of stock options 

(Note 6 ) .......................................................... 18,797 188 206,043
Income tax reductions relating to stock options 

(Note 6 ) .......................................................... 46,853
Constructive retirement of treasury shares 

(Note 5 ) .......................................................... (250,750) (2,508) (281,903) (4,663,095)
Net income for the y e a r.................................... — — — 12,546,151
Dividends on common stock ($.68 per share) — — — (4,049,918)

Balance, June 30, 1 9 7 7 ........................................... 5,783,000 $57,830 $6,630,070 $31,804,421

Note 5: Common stock— During the year ended June 30, 
1977, the Company purchased 250,750 shares (as restated, 
see Note 10) of its outstanding common stock at an aggre­
gate cost of $4,947,506. For purposes of financial statement 
presentation these shares have been treated as construc­
tively retired.

Spin-off

OXFORD INDUSTRIES, INC. (MAY)

Consolidated Statements of Stockholders’ Equity
Treasury Stock—

Additional Retained at Cost
Common Paid-In Earnings

Total Stock (1) Capital (Note G) Shares Amount
Balance, May 30, 1975 ..............................  $62,290,000 $2,814,000 $17,665,000 $41,938,000 14,782 $(127,000)

Net earnings............................................  11,700,000 11,700,000
Exercise of stock options......................  47,000 4,000 43,000
Cash dividends paid— $.64 per share. (1,792,000) (1,792,000)

Balance, May 28, 1976 ..............................  72,245,000 2,818,000 17,708,000 51,846,000 14,782 (127,000)
Net earnings............................................  11,863,000 11,863,000
Spin-off of Lanier Business Products,

Inc. (Note B )......................................  (25,116,000) (6,420,000) (18,696,000)
Exercise of stock options......................  171,000 20,000 151,000
Cash dividends paid— $.72 per share. (2,021,000) (2,021,000)

Balance, June 3, 1977.................................  $57,142,000 $2,838,000 $11,439,000 $42,992,000 14,782 $(127,000)
(1) Par value $1 a share; authorized 10,000,000 shares, issued 2,838,051 shares in 1977 and 2,817,669 shares in 1976; outstanding 2,823,269  

shares in 1977 and 2,802,917 shares in 1976.

Note B: Spin-Off of Lanier Business Products, inc .— 
Pursuant to a plan adopted in May, 1977, the Company spun 
off its Lanier Business Products, Inc. (“ Lanier” ) operations 
through a distribution on July 1 ,  1977, of 1.5 shares of Lanier

common stock for each share of Oxford common stock held 
of record on June 13 , 1977. Effective with the spin-off, Lanier 
became a separate publicly-owned company.
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The spin-off of Lanier has been reflected for accounting 
purposes as of June 3, 1977. The financial statements in­
clude the results of the spun-off operations of Lanier as a 
single line item on a comparative basis, and the balance 
sheet at May 28, 1976 has been reclassified to reflect the net 
assets of Lanier as a single line item. A summary of the net 
assets of Lanier at the date of the spin-off and at May 28, 
1976 is as follows:

Net Assets 
Spun-Off At Balance,

June 3, May 28,
1977 1976

Cash.................................................... $ 2,060,000 $ 5,000
Receivables......................................... 31,735,000 11,844,000
Inventories......................................... 18,762,000 11,086,000
Property, plant and equipment...... 2,625,000 1,010,000
Other assets....................................... 1,132,000 1,156,000

56,314,000 25,101,000
Accounts payable.............................. 3,329,000 2,083,000
Income taxes...................................... 3 ,101,000 2,229,000
Unearned income on service con­

tracts ............................................ 7,458,000 5,037,000
Other current liabilities.................... 5,976,000 4,482,000
Due to (from) Oxford........................ 1,090,000 (5,545,000)
Long-term debt................................... 10,244,000 502,000

31,198,000 8,788,000
Net assets........................................... $25,116,000 $16,313,000

The results of spun-off operations are detailed as follows:

Year Ended
June 3, May 28,

1977 1976
Revenues............................................  $91,204,000 $71,664,000
Costs and expenses.........................  77,846,000 60,137,000
Earnings before income taxes........ 13,358,000 11,527,000
Income taxes...................................... 6 ,633,000 5,733,000
Net earnings......................................  $ 6,725,000 $ 5,794,000

The results of spun-off operations include an allocation of 
certain administrative expenses incurred by Oxford and in­
terest on advances to and from Oxford. Interest rates 
charged by Oxford have been substantially equivalent to 
market rates. In the opinion of management of Oxford, these 
administrative and interest charges represent a fair and 
reasonable allocation of expenses to Lanier.

On an historical basis, the assets and liabilities of the 
Lanier operations had been carried in various subsidiaries 
and a division of Oxford. Through an internal reorganization 
at May 28, 1976, certain Lanier assets and liabilities, consist­
ing principally of trade receivables aggregating $13,439,000 
and related unearned service contract income, were retained 
by the division of Oxford. The excess of $3,575,000 of 
liabilities over assets retained by Oxford was contributed to 
the capital of Lanier. Concurrently, Lanier paid a dividend to 
Oxford of $5,000,000 by cancelling indebtedness of Oxford in 
that amount.

At June 3, 1977, the balance of the installment receivables 
retained by Oxford is $1,106,000 (net of unearned finance 
charges of $468,000). Under an agreement dated May 20, 
1977, Lanier continues to administer collection of these re­
ceivables, and is entitled to receive the portion of the contract

collections it receives that is attributable to finance charges 
and service contract income.

In March, 1977, Oxford made an additional contribution of 
$2,078,000 to the capital of Lanier for the purpose of giving 
Lanier the benefit of the cumulative net earnings of the busi­
ness products division of Oxford.

The amount of charges (credits) to Lanier included in ad­
ministrative and interest expense in the statements of earn­
ings is as follows:

Year ended:
May 28, 1976. 
June 3, 1977 ..

Administrative

$720,000
797,000

Interest

$(71,000)
378,000

Oxford and Lanier have entered into an agreement 
whereby Lanier has assumed all commitments and contin­
gent liabilities which relate to its operations prior to June 3, 
1977.

The $1,090,000 due from Lanier at June 3, 1977 was re­
paid in July, 1977.

PAID-IN CAPITAL

PRESENTATION OF CHANGES IN PAID-IN  
CAPITAL

APB Opinion No. 12 states in part:

10. When both financial position and results of oper­
ations are present, disclosure of changes in the sepa­
rate accounts comprising stockholders’ equity (in addi­
tion to retained earnings) and of the changes in the 
number of shares of equity securities during at least the 
most recent annual fiscal period and any subsequent 
interim period presented is required to make the finan­
cial statements sufficiently informative. Disclosure of 
such changes may take the form of separate state­
ments or may be made in the basic financial state­
ments or notes thereto.

Table 4-5 summarizes the presentation formats used by 
the survey companies to present changes in paid-in capital.

TABLE 4-5: PRESENTATION OF CHANGES IN 
PAID-IN CAPITAL

Statement of stockholders'
1977 1976 1975 1974

equity .............................. 241 223 168 153
Statement of paid-in capital 54 59 80 85
Schedule in notes.................
No statement or schedule but

101 90 65 59

changes disclosed...........
Balance unchanged during

67 87 101 59

year ................................. 67 72 114 165
Subtotal ......................................
Paid-in capital account not

53 0 531 52 8 521

presented ........................ 70 69 72 79
Total Companies....................... 6 0 0 6 0 0 6 0 0 6 0 0
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TABLE 4-6: STOCK SPLITS

1977
Ratio

1976 1975 1974

Less than three-for-two......
Three-for-two (50%) to two- 

for-one ...........................

6

17

5

21

4

5 4
Two-for-one (1 0 0 % )........... 28 31 12 10
Greater than two-for-one... 2 3 1 2
Total Companies..............
Account Charged

53 60 22 16

Paid-in capital........................ 30 32 9 10
Retained earnings.................. 12 12 6 2
No charge .............................. 11 16 7 4
Total Companies.............. 53 60 22 16

STOCK SPLITS

Chapter 7B of Accounting Research Bulletin No. 43 dis­
cusses the accounting for stock splits. APB Opinion No. 15 
refers to Chapter 7B and states in part:

48. Stock dividends or splits. If the number of com­
mon shares outstanding increases as a result of a 
stock dividend or stock split or decreases as a result of 
a reverse split, the computations should give retroac­
tive recognition to an appropriate equivalent change in 
capital structure for all periods presented. If changes in 
common stock resulting from stock dividends or stock 
splits or reverse splits have been consummated after 
the close of the period but before completion of the 
financial report, the per share computations should be 
based on the new number of shares because the read­
ers’ primary interest is presumed to be related to the 
current capitalization. When per share computations 
reflect such changes in the number of shares after the 
close of the period, this fact should be disclosed.

Table 4-6 shows the number of survey companies disclosing 
stock splits and summarizes the accounting treatments for 
stock splits. Examples of stock splits follow.

A N D E R S O N , C LA YTO N  & CO . (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 13: At the annual meeting of the stockholders on 
October 25, 1976, the authorized Preferred Stock was in­
creased from 2,000,000 shares to 4,000,000 shares and au­
thorized Common Stock was increased from 10,000,000 
shares to 20,000,000 shares.

On December 6, 1976, the Company’s Board of Directors 
authorized a two-for-one split of Common Stock effected in 
the form of a stock dividend to be distributed on January 17, 
1977, to holders of record on December 22, 1976. Accord­
ingly, as of December 22, 1976, common shares have been 
increased 6,986,488 shares reflecting the two-for-one stock 
split and Common Stock has been created and additional 
paid-in capital charged for $6,987,000.

B R IS TO L-M Y E R S  C O M P A N Y  (D EC )

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7: Stockholders’ Equity— Effective April 28, 1977, the 
stockholders approved a two-for-one split of the company’s 
common stock and an increase in authorized common 
shares from 40 million shares to 100 million shares. In the 
accompanying financial statements, all numbers of common 
shares and per common share amounts have been adjusted 
to reflect the stock split.

Common Preferred
Stock Stock

Shares authorized..............................
Shares issued

100,000,000 10,000,000

January 1, 1977......................... 63,084,278* 1,286,538
Exercise of options..................... 36,900 —

Conversions of debentures........ 15,702 —

Conversions of preferred stock. 1,805 (1,728)
December 31, 1977................... 63,138,685 1,284,810

*31,542,139 before the two-for-one stock split.

Each share of preferred stock, $2 convertible series, is 
convertible into 1.06 shares of common stock, is callable at 
the company’s option and has a liquidation value of $50 per 
share which aggregates $64,241,000 at December 31, 1977.

Changes in capital in excess of par value of stock were:

1977 1976
Balance, January 1 ...........................
Transferred to common stock in

$71,688,000 $63,471,000

connection with stock split........
Excess of proceeds over par value

(31,542,000)

of stock issued under stock op­
tion plans...................................... 946,000 5,176,000

Conversions of debentures.............. 436,000 3,044,000
O ther.................................................. (2,000) (3,000)
Balance, December 3 1 ..................... $41,526,000 $71,688,000

Under the 1975 Stock Option Plan, officers and key 
employees may be granted qualified and nonqualified op­
tions to purchase the company’s common stock at 100% of 
the market price on the day the option is granted.

At December 3 1 , 1977, 5,774,974 shares of common stock 
were reserved for issuance upon exercise of options and 
conversions of preferred stock and debentures.

Stock option transactions during 1977 were:

Shares of Common Stock
Under Available

Option for Option
Balance, January 1 ..................... 1,234,790 2,975,270
Options granted........................... 466,750 (466,750)
Options exercised......................... (36,900) —

Options lapsed.............................. (28,505) 10,265
Balance, December 3 1 .............. 1,636,135 2,518,785

The company received $983,000 for options exercised dur­
ing the year. At December 31, 1977, there were exercisable 
options outstanding to purchase 1,179,650 shares of com­
mon stock at prices ranging from $22.84 to $36.34 per share.
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C O P P E R W E LD  C O R P O R A TIO N  (D EC )

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3: Common Stock— At th e  a n n u a l m ee tin g  held on  
April 2 7 , 1 9 7 7 , th e  s h a re h o ld e rs  a p p ro ved  an  a m e n d m e n t to  
th e  A rtic les of Inco rporation  increas in g  th e  n u m b e r of a u ­
th o rized  sh ares  of C o m m o n  S to ck  from  5 ,0 0 0 ,0 0 0  (p a r v a lu e  
$ 2 .5 0  p er sh a re ) to  1 0 ,0 0 0 ,0 0 0  (p a r v a lu e  $ 1 .2 5  p er s h are ) 
and  splitting e a c h  o u tstanding  s h a re  o f C o m m o n  S to ck  tw o- 
fo r-o n e . All re fe re n c es  in th e  C o n so lid a ted  F in anc ia l S ta te ­
m en ts  to th e  n u m b e r of co m m o n  sh a re s , price p e r s h a re  and  
o th er p er s h a re  am o u n ts  h a v e  b ee n  ad ju sted  to  reflect th e  
a b o v e -m e n tio n e d  C o m m o n  S to ck  split.

C h a n g e s  in C o m m o n  S to ck  and  C a p ita l In E xcess  of P a r  
V a lu e  w e re  as  follow s:

Common Stock Capital In
Excess of

Shares Amount Par Value
(in thousands)

Balance January 1, 1 9 7 6 ................. 5 ,476 ,108 $6,845 $21,841
Stock options exercised............. 81 ,168 102 812
Conversion of 5%  Convertible

Subordinated Debentures.... 36 ,012 45 427
Balance December 31, 1 9 7 6 .......... 5 ,593 ,288 6,992 23,080

Stock options exercised............. 16,440 20 197
Contribution to TRASOP Plan ... 5 ,940 7 124

Balance December 31, 1 9 7 7 .......... 5 ,615 ,668 $7,019 $23,401

TH E  EA STER N  C O M P A N Y  (DEC) 

Statem ents o f Retained Earnings

Retained earnings, beginning of

Net income

1977 1976

$11 ,313 ,995 $ 9 ,936 ,716
2 ,126 ,400 2 ,627 ,248

13,440,395 12 ,563,964

(1 ,223 ,145 ) (1 ,249 ,969)

(3 ,799 ,610)
$ 8 ,417 ,640 $11 ,313 ,995

Cash dividends (Per share: 
1977— $1.08; 1976— $1.06) . 

Transfer to Common Stock account 
for par value of 379,961 shares 
of Common Stock issued as a
stock distribution— Note C ........

Retained earnings, end of year . . . .

Note C: Stock Options and Stock Split (in part)— O n  April 
2 7 , 1 9 7 7 , th e  B oard  o f D irec tors  ap p ro ved  a  stock d iv idend  in 
th e  form  o f a  th ree -fo r-tw o  stock split w h ich  resu lted  in th e  
distribution on J u n e  2 8 ,  1 9 7 7  of 3 7 9 ,9 6 1  sh ares . A ccordingly, 
$ 3 ,7 9 9 ,6 1 0 , rep resen tin g  th e  p ar v a lu e  o f add itional sh a re s  
issued, w a s  tran s fe rred  from  re ta in ed  earn in g s  to th e  C o m ­
m on S to ck  account. All p e r s h a re  info rm ation  sho w n  h ere in  
for both 1 9 7 7  and  1 9 7 6  and  all stock option  d a ta  a re  b ased  
on ad ju sted  n u m b e r of s h a re s  o f C o m m o n  S tock.

C U TLE R -H A M M E R , INC. (D EC )

Consolidated Statem ent o f Stockholders’ Equity

Common Stock
Additional

Paid-In Retained Treasury Shares
Total

Stockholders'
Shares Amount Capital Earnings Shares Amount Equity

Balance, December 31, 1 9 7 5 ............... 3 ,895 ,549  $19,477 ,745 $1 ,223 ,277 $109 ,826 ,125 (65 ,314) $ (2 ,345 ,977) $128 ,181 ,170
Net income.................................................. — — — 18,442,852 — — 18,442,852
Dividends paid ........................................... — — — (6 ,540 ,214) — — (6 ,540 ,214)
Treasury shares distributed.................... — — — — 406 14,428 14,428
Stock options exercised........................... — — (388,474) — 24,857 898,672 510,198
Balance, December 31, 1 9 7 6 ............... 3 ,895 ,549 19,477,745 834,803 121,728,763 (40 ,051) (1 ,432 ,877) 140,608,434
Net income.................................................. — — — 23,998 ,053 — — 23,998 ,053
Dividends paid ........................................... — — — (7,585 ,027) — — (7 ,585 ,027)
Treasury shares distributed.................... — — — — 173 6,359 6,359
Stock options exercised........................... 13,252 66,260 67,605 — 11,689 429,653 563,518
Shares issued under Incentive Savings 

Plan........................................................ 8 ,402 42 ,010 240,160 764 28,268 310,438
Shares issued under 3 for 2 stock split 1,952,711 9 ,763 ,555 (1 ,002 ,399) (8 ,781 ,449) (3 ,712) 14 (20,279)
Shares issued for acquisitions............... 13,814 69,070 434,585 — 20 ,000 699,254 1,202,909
Balance, December 31, 1 9 7 7 ............... 5 ,883 ,728  $29 ,418 ,640 $ 574,754 $129 ,360 ,340 (11,137) $ (269,329) $159 ,084 ,405

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 11: Three For Two Stock Split— O n  S e p te m b e r 15, 
1 9 7 7 , th e  C o m p a n y  issued 1 ,9 5 2 ,7 1 1  sh a re s  o f com m o n  
stock in con nection  w ith  a  th re e  for tw o  stock split e ffec ted  in 
th e  form  of a  5 0 %  stock d iv id end . All p e r s h a re  figu res  in­
c luded  in th e  financ ia l s ta te m e n ts  and  no tes  a re  b as e d  on th e  
in c reased  n u m b e r o f sh a re s  o f co m m o n  stock g iving e ffec t to  
this s tock split.
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N E P TU N E  IN TER N A TIO N A L C O R P O R A TIO N  (DEC)

C o n so lid a ted  S ta tem ents  o f  S to c k h o ld e rs ’ E quity

Additional Total
Common Paid-In Retained Treasury Stockholders'

Stock Capital Earnings Shares 
(thousands of dollars)

Equity

Balance at Decem ber 3 1 , 1 9 7 5 . . . . $ 1 2 ,8 5 8 $ 1 6 5 $ 2 6 ,4 8 6 $ (1 ,3 9 5 ) $ 3 8 ,1 1 4
Net in c o m e .................................................. — — 5 ,4 8 7 — 5 ,4 8 7
Dividends paid ($ .4 0  per share) . . .  
Issuance of 1 7 ,2 9 3  shares in con­

nection w ith  a c q u is itio n ................ 20

(1 ,4 9 0 )

1 7 0

(1 ,4 9 0 )

1 9 0
Exercise of stock o p t io n s ................... — (2 7 ) — 73 4 6
Purchase of 8 ,0 7 3  common shares — — — (8 7 ) (8 7 )

Balance at D ecem ber 3 1 , 1 9 7 6 . . . . 1 2 ,8 5 8 15 8 3 0 ,4 8 3 (1 ,2 3 9 ) 4 2 ,2 6 0
Net in c o m e .................................................. — — 6 ,3 5 6 — 6 ,3 5 6
Dividends paid ($ .5 0  per share) . . .  
T h re e -fo r-tw o  stock split effected in 

the form  of a stock dividend

(1 ,8 7 5 ) (1 ,8 7 5 )

( 1 ,2 8 5 ,6 0 8  s h a re s ) .......................
Issuance of 6 ,3 4 6  shares in connec­

tion w ith  acquis ition .......................

6 ,4 2 8

16

(6 ,4 2 8 )

62 78
Exercise of stock o p t io n s ................... — (5 1 ) — 1 9 0 1 3 9

Balance at D ecem ber 3 1 , 1 9 7 7 . . . . $ 1 9 ,2 8 6 $ 1 2 3 $ 2 8 ,5 3 6 $ (9 8 7 ) $ 4 6 ,9 5 8

O PELIKA M A N U FA C TU R IN G  C O R P O R A TIO N  (SEP)

C o n so lid a ted  S ta te m e n t o f  C h an g es  in S h a re h o ld e rs ’ 
Equity

Capital Stock 
Shares Amount

Balance— Septem ber 2 7 , 1 9 7 5  .............. 7 6 2 ,4 1 7  $ 3 ,8 1 2 ,0 8 5
N et in c o m e ..........................................................
Cash d iv idends d e c la re d — $ . 7 5  per

sh are ................................................................
Stock options e x e rc is e d ...............................  1 ,4 0 0  7 ,0 0 0
Balance October 2 , 1 9 7 6 ...........................  7 6 3 ,8 1 7  3 ,8 1 9 ,0 8 5
Net in c o m e..........................................................
Four-for-three stock s p l i t . . . .......................  2 5 3 ,5 6 4  1 ,2 6 7 ,8 2 0
Cash paid in lieu of fractional s h a re s ..
Cash d iv idends d e c la re d — $ . 8 4  per

sh are ................................................................
Stock options e x e rc is e d ..........................   2 ,4 3 3  1 2 ,1 6 5
Balance— October 1 , 1 9 7 7 .......................  1 ,0 1 9 ,8 1 4  $ 5 ,0 9 9 ,0 7 0

Capitol in Excess 
of Par Value  
$ 2 ,3 6 6 ,1 4 7

1 0 ,2 3 8
2 ,3 7 6 ,3 8 5

(1 ,2 6 7 ,8 2 0 )
(1 8 ,9 5 3 )

Retained
Earnings

$ 1 5 ,1 8 7 ,1 8 2
2 ,1 6 7 ,3 8 9

(7 6 2 ,4 1 7 )

1 6 ,5 9 2 ,1 5 4
1 ,1 8 0 ,4 5 1

(8 5 5 ,9 7 4 )
1 4 ,4 2 5

$ 1 ,1 0 4 ,0 3 7  $ 1 6 ,9 1 6 ,6 3 1

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 7: Shareholders’ equity— In November 1976, the 
Board of Directors declared a four-for-three stock split ef­
fected in the form of a stock dividend paid in January 1977. 
Stock option data and earnings and dividend per share 
amounts in the Consolidated Financial Statements have 
been restated to give effect to the stock split.
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H.J. HEINZ COMPANY (APR)

Statements of Consolidated Additional Capital
1977 1976

Amount at beginning of y ea r.........  $87,376,000 $62,812,000
Change in par value of common 

stock in connection with stock
split...............................................  (5,054,000) —

Excess of:
Net assets acquired over par 

value of preferred shares is­
sued in connection with ac­
quisition .................................  —  23,235,000

Option price over par value of 
common shares issued under 
employees' incentive stock
option plans...........................  522,000 1,283,000

Par value over cost of prefer­
ence stock retired (United
Kingdom subsidiary)............. 2,000 14,000

Par value of preferred shares 
over par value of common 
shares issued in exchange
therefor................................... —  12,000

Par value over cost of cumula­
tive preferred stock retired. 36,000 51,000

O ther..................................................  —  (31,000)
Amount at end of year..................... $82,882,000 $87,376,000

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 4 (In part): Capital Stock—The number of shares 
authorized, outstanding, issued, retired or converted, and the 
par values of the company’s capital stock appear in the table 
following this note.

Effective September 20, 1976, the company’s restated Ar­
ticles of Incorporation were amended to: (a) increase the 
number of authorized shares of the company’s common 
stock from 20,000,000 to 30,000,000, (b) reclassify and 
change each two shares of the company’s common stock, 
par value $4,16⅔  per share, outstanding or held in the treas­
ury of the company into three shares of common stock, par 
value $3.00 per share, thereby effecting a 3-for-2 split of the 
company’s common stock, and (c) increase the aggregate 
par value of the common stock of the company. All informa­
tion on number of common shares and all per share data 
have been restated for this stock split.

The number of shares of common stock outstanding at the 
time of the stock split was increased from 15,161,019 to 
22,741,529 as a result of the split. In addition, these changes 
resulted in a transfer of $5,054,000 from the Additional Capi­
tal account to the Common Stock account for the difference 
between the aggregate par value of the common stock before 
and after the split. This had no effect on total shareholders’ 
equity. The stock split also resulted in a change in the con­
version rate of the $1.70 first series third cumulative preferred 
stock from .5 share to .75 share of common stock.

CHANGES IN PAID-IN CAPITAL

Table 4-7 summarizes credits and charges to paid-in capi­
tal. Examples of such credits and charges follow.

Stock Issued in Connection with Employee 
Benefit Plans

AMERICAN BROADCASTING COMPANIES, INC. 
(DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note D (in part): Stockholders’ Equity:
Common Stock, Capital in Excess of Par Value and Com­

mon Stock Held in Treasury: The changes in common stock, 
capital in excess of par value and common stock held in 
treasury were as follows:

Common Stock 
Shares Amount

Balance at January 3,
1976 ........................  17,886,116 $17,886,000
Excess of fair market

value over cost of 
treasury shares at 
dates of stock
bonus awards.. ..  —  —

Excess of considera­
tion received over 
cost of treasury 
shares upon 
exercise of stock
options.................  —  —

Federal income tax 
benefit from 
employees' op­
tions ..................... —  —

O ther.........................  —  —
Balance at January 1,

1977 ........................ 17,886,116 17,886,000
Excess of fair market

value over cost of 
treasury shares at 
dates of stock
bonus awards.. ..  —  —

Excess of considera­
tion received over 
cost of treasury 
shares upon 
exercise of stock
options.................  —  —

Exercise of
employees' stock
options.................  20,950 21,000

Federal income tax 
benefit from 
employees' op­
tions ..................... —  —

Exercise of warrants 400 —
Other.........................  —  —

Balance at December 31,
1977...........................  17,907,466 $17,907,000

Capital in 
Excess at 
Par Value

$ 121,000,000

952,000

117,000

498,000
2,000

122,569,000

2,066,000

1,725,000

545,000

1,305,000
9,000

(4,000)

$128,215,000
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Shares Cost
Balance at January 3, 1976........... 596,662 $13,283,000

Shares distributed to employees
upon exercise of stock op­
tions ....................................... (154,655) (3,487,000)

Shares distributed under the Key
Employees Incentive Com­
pensation Plan...................... (1,026) (21,000)

Shares used for restricted stock
bonus awards........................ (71,670) (1,616,000)

Balance at January 1, 1977(1)........ 369,311 8,159,000
Shares distributed to employees

upon exercise of stock op­
tions ....................................... (241,400) (5,444,000)

Shares distributed under the Key
Employees Incentive Com­
pensation Plan...................... (2,068) (42,000)

Shares used for restricted stock
bonus awards........................ (81,410) (1,671,000)

Balance at December 31, 1 97 7 .... 44,433 $ 1,002,000

A M F  I N C O R P O R A T E D  ( D E C )

Consolidated Statem ents o f Stockholders’ Equity

Capital in Total
Preferred Common Excess of Retained Treasury Stockholders'

Stock Stock Par Value Earnings Stock Equity
(in thousands of dollars)

Balance at December 31, 1975................. $3,000 $36,229 $65,882 $230,775 $(32,686) $303,200
Net Income— 1976 .......................................
Cash Dividends

40,337 40,337

Preferred— 3.90%  ................................ (63) (63)
Common— $1.24 per share................. (23,318) (23,318)

Dividends of pooled company......................
Shares issued under stock option plans

(696) (696)

(20,040 from treasury) and Thrift In­
centive plan.............................................. 84 357 784 1,225

Retirement of preferred stock, and other
(2,550 common shares from treasury) (200) 16 234 50

Balance at December 31, 1976................. 2,800 36,313 66,255 247,035 (31,668) 320,735
Net Income— 1 97 7 .......................................
Cash Dividends

42,720 42,720

Preferred— 3.90%  ................................ (63) (63)
Common— $1.24 per share................. (23,803) (23,803)

Dividends of pooled company......................
Shares issued under stock option plans

(110) (110)

(7,493 from treasury) and Thrift Incen­
tive plan.................................................... 172 1,512 293 1,977

Retirement of preferred stock..................... (200) 64 136
Balance at December 31, 1977................. $2,600 $36,485 $67,831 $265,779 $(31,239) $341,456

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 9: Stock Options— T h e  C o m p a n y  has  s tock option  
p lan s  for o fficers, e x e cu tiv e s  a n d  key  m a n a g e ria l e m p lo y e e s , 
u n d e r w h ich  o p tio n s  w e re  o u ts ta n d in g  a t D e c e m b e r  3 1 ,  
1 9 7 7 , a t prices ran gin g  from  $ 9 .8 8  to $ 6 5 .2 5  p er s h a re , th e  
fa ir m a rk e t v a lu e  o f th e  d a te  o f g rant. T h e  o ptions exp ire  at 
vario u s  d a te s  to  D e c e m b e r 1 9 8 7 .

T h e  C o m p a n y ’s 1971 S to ck  O ption  P lan  w a s  a m e n d e d  to  
p rovide stock a p p rec ia tio n  rights on  certa in  options, w h e re b y  
o p tio n ee s  m a y  s u rre n d e r n on -q ua lified  o p tions g ra n te d  u n d er 
th e  P lan  for p ay m e n t to  th e  o p tio n ee s  of an  a m o u n t e q u a l to  
th e  e x c es s  o f th e  fa ir m a rk e t v a lu e , a t d a te  of s u rren d er, o ve r  
option price  o f th e  o p tion ed  s h a re s  s u rre n d e red . S u c h  p ay -

Common Stock Held in Treasury
TABLE 4-7: CHANGES IN PAID-IN CAPITAL

Number of Companies 
1977 1976 1975 1974

Credits
Common stock issuances:

Employee benefits...........
Conversion of debt........
Conversion of preferred. 
Business combination.... 

Purchase or retirement of
capital stock.....................

Stock option tax benefits ...
Other ......................................
Charges
Purchase or retirement of

capital stock.....................
Treasury stock issued for

less than cost..................
Conversion of Preferred

stock ................................
Business combinations ........
O ther......................................

353 319 205 233
53 62 26 52
58 53 32 40
43 40 27 44

34 47 24 42
42 34 12 17
52 54 18 26

50 51 32 56

35 34 16 43

19 14 10 13
13 9 5 28
36 36 20 34
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merits can be made in shares, or in shares and cash, at the 
discretion of the Company’s Compensation Committee. 
Compensation cost for 1977 associated with stock apprecia­
tion rights was not material.

Data relating to these plans is summarized as follows:

Shares under option, January 1 .. . .  
Options granted during the y e a r... 
Options cancelled or terminated or 

appreciation rights surrendered 
Options or appreciation rights exer­

cised and shares issued:
1977 ($9.88 to $18.13 per

share)......................................
1976 ($6.39 to $19.63 per

share)*....................................
Shares under option, December 31 
Options exercisable, December 31. 
Shares reserved, December 31 ....

1977
647,012
231,500

1976
500,502
203,100

1,349,272 1,363,732
*Includes 2,200 options in 1976 from the plan of an acquired com­

pany at $6.39 per share.

Note 10: Retirement and Thrift Incentive Plan— Pension 
expense in connection with the Company’s retirement plans 
was approximately $10,500,000 in 1977 and $9,000,000 in
1976.

Under the Company’s Thrift Incentive Plan, approved by 
stockholders in April 1976, eligible salaried and 
commission-paid employees may contribute up to 6% of their 
base compensation to the Plan. The Company contributes, in 
AMF common stock, an amount equal to 50% of the 
employees’ contributions, the cost of which is charged 
against current earnings. A total of 900,000 shares were re­
served for issuance under the Plan, of which 146,295 have 
been issued to the plan trustee, including 98,499 shares in
1977.

Consolidated Statement of Capital in Excess of Par 
Value

1977 1976
(Millions)

Capital in excess of par value:
Amount at beginning of yea r............................. $171.4 $138.4
Excess of market value of proceeds received,

HEWLETT-PACKARD COMPANY (OCT)

(68,087) (36,550)
less expenses, over par 
stock issued under:

value of common

1977 1976 
(Thousands 
of shares)

(7,493)

(20,040)
647,012

Stock option plans 
Stock purchase

48 58

802,932
plans..............

Service award
424 289

488,332 392,542 plan................ 11 11
36.6

Income tax benefit from employees' compensa­
tion relating to stock options......................  0.3

Amount at end of year........................................ $208.3

32.1

0.9
$171.4

FLUOR CORPORATION (OCT)

Consolidated Statement of Shareholders’ Equity
Unamortized 

1977 Executive
Series B Common Additional Retirement Stock Plan

Preferred Stock Stock Capital Earnings Expense
Balances at November 1, 1975 .................................... $567,000 $9,368,000 $116,636,000 $117,748,000 $ -
Net earnings...................................................................... 64,880,000
Cash dividends on preferred ($3.00 per share)........ (1,639,000)
Cash dividends on common ($.70 per share).............
Conversion of preferred shares into common............. (19,000) 19,000

(10,666,000)

Exercise of stock options................................................ 167,000 3,751,000
Balances at October 31, 1976 ...................................... 548,000 9,554,000 120,387,000 170,323,000
Net earnings...................................................................... 75,466,000
Cash dividends on preferred ($3.00 per share)........ (1,615,000)
Cash dividends on common ($1.00 per share)...........
Conversion of preferred shares into common............. (13,000) 13,000

(15,397,000)

Exercise of stock options............................................... 54,000 1,521,000
Issuance of restricted stock............................................ 61,000 3,390,000 (3,354,000)
Amortization of 1977 executive stock plan expense. 199,000
Balances at October 31, 1977 ...................................... $535,000 $9,682,000 $125,298,000 $228,777,000 $(3,155,000)
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FINANCIAL REVIEW
1977 Fluor Executive Stock Plan—This plan, as approved 

by the shareholders on March 14, 1977, provides for grant of 
the right to purchase shares of common stock under both 
nonqualified stock option agreements (options) and restricted 
stock purchase agreements (awards). The number of shares 
of common stock which may be issued or sold under this plan 
may not exceed 700,000 shares, but no more than 250,000 
shares may be awarded as restricted stock. At October 31, 
1977, 538,500 shares were available for grant under this 
plan.

The options are generally exercisable one year after is­
suance at a price equal to the fair market value at the date of 
grant and expire 10 years after date of grant. At October 31, 
1977, options to purchase 64,500 shares of common stock at 
prices ranging from $38.31 to $39.31 per share with a 
weighted average price of $39.21 were outstanding under 
this plan.

Upon issuance of an award, various officers and key 
employees may purchase restricted stock of the company for 
$1.00 per share. Until either the retirement, death or perma­
nent disability of the recipient, the stock can only be sold back 
to the company at $1.00 per share. For such shares 
awarded, the difference between $1.00 and the fair market 
value of the shares at date of the award is charged to 
shareholders’ equity as unamortized 1977 executive stock 
plan expense and amortized over the period of time from date 
of the award to the estimated date of retirement for each 
recipient. Total awards of 97,000 shares were granted during 
the year, all of which shares are outstanding as of October
3 1 , 1977. Total amortization for 1977 relating to these awards 
was $199,000.

TRIANGLE PACIFIC CORP. (DEC)

Consolidated Statement of Changes in Shareholders’ 
Investment

Common stock 
$.50 par value; 
authorized six 
million shares 

Shares Amount

Additional
paid-in
capital

Retained 
earnings 
(Note 4) Total

Balance December 26, 1975 ................ 1,803(A) $902
(In thousands) 

$11,466 $20,133 $32,501
Net income............................................... — — — 7,671 7,671
Cash dividends declared ($ .40  per 

share)................................................... (726) (726)
Stock incentive bonus shares issued 

(Note 6 ) .............................................. 12 6 97 _ 103
Balance, December 31, 197 6 .............. 1,815(B) $908 $11,563 $27,078 $39,549
Net income............................................... — — — 8,224 8,224
Cash dividends declared ($.625 per 

share).................................................. _ (1,176) (1,176)
Stock incentive bonus shares issued 

(Note 6 ) .............................................. 24 12 429 _ 441
Contribution of stock to profit sharing 

plan (Note 8 )...................................... 11 5 157 _ 162
Exercise of stock options...................... 21 10 245 — 255
Exercise of warrants.............................. 92 46 1,986 — 2,032
Sale of stock to employee..................... 2 1 25 — 26
Balance, December 30, 1977 .............. 1,965(C) $982 $14,405 $34,126 $49,513
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(A) Net of 168,552 treasury shares.
(B) Net of 156,552 treasury shares.
(C) Net of 119,970 treasury shares.

Note 6: Capital Stock—The following summarizes the 
changes during 1977 in outstanding options to purchase 
Common Stock:

Shares Option
subject to price

option per share
Balance— December 31, 1976 .....  51,500 $7.00-$18.00
Granted .............................................. 50,000 $15.00
Exercised ..........................................  20,650 $7.00-$18.00
Cancelled ........................................... 7,750 $7.00-$18.00
Balance— December 30, 1977 .....  73,100 $7.00-$15.00
Options exercisable at December

30, 1977......................................  11,850 $7.00-$12.375

Of the 73,100 shares subject to option at December 30,
1977, 23,100 are exercisable within five years from the date 
of grant and 50,000 are exercisable on or before January 3, 
1987, at prices equal to the market prices on the dates such 
options were granted. In addition, at December 30, 1977, the 
company had reserved 102,231 shares for incentive Stock 
bonuses granted to employees, which are generally deliver­
able five years after date of grant, subject to certain condi­
tions. The compensation cost of these shares, which is equal 
to the quoted market value at the date of grant, is being 
charged to income over the vesting period. Charges to in­
come were $414,000 in 1977 and $252,000 in 1976; 
$711,000 relating to the 102,231 shares will be charged to 
income in future years assuming all vesting requirements are 
met. The total number of shares available for future stock 
options or incentive stock bonuses is 5,500.

In October, 1977, the Board of Directors approved, subject 
to stockholder ratification at the 1978 annual meeting, the 
reservation of an additional 100,000 shares for stock incen­
tive bonuses and stock options.

Transferable warrants were converted into 92,244 shares 
of common stock at $22.05 per share. The remaining un­
exercised warrants to purchase shares expired on November 
15, 1977.

Stock Issued in Conversions

J. RAY MCDERMOTT & CO., INC. (MAR)

Consolidated Statements of Retained Earnings and 
Capital in Excess of Par Value

1977 1976
Retained Earnings:

Balance, beginning of year (Re­
stated) ....................................

Add— Net income.................
$380,227,408

191,642,483
$571,869,891

$233,326,000
160,184,494

$393,510,494
Deduct— Cash dividends paid on 

common stock ($1.15 per 
share 1977; $.85 per share
1976)......................................  18,038,064

Balance, end of year.................. $553,831,827
Capital in Excess of Par Value:

Balance, beginning of year......  $134,010,519
Add:

Excess of principal amount of 
4¾ %  convertible subor­
dinated debentures over 
the par value of 78,618 
shares of common stock 
in 1977 and 3 2 ,9 8 0  
shares of common stock 
in 1976 issued upon con­
version, less related ex­
penses..............................  2,498,731

Income tax savings attributi­
ble to income tax deduc­
tions for career execu­
tive stock plan amortiza­
tion in excess of amorti­
zation for financial
statement purposes....... 58,647

Excess of market value over 
par value of common 
stock issued in connec­
tion with the career 
executive stock plan .. ..  188,100

Stock returned to the com­
pany in connection with 
the career executive
stock plan....... 6,106

$136,762,103
Deduct— Par value of 

7 ,8 8 1 ,4 2 4  shares of 
common stock issued as 
a two-for-one stock split —

Balance, end of year .......... $136,762,103

13,283,086
$380,227,408

$140,777,743

1,055,825

58,375
$141,891,943

7,881,424
$134,010,519
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LEAR S IEG LER , INC. (JUN)

C o n s o lid a te d  S ta te m e n t o f  C h an g es  in  S h a re h o ld e rs ’ 
E quity

Preferred Common Additional Retained Treasury
Stock Stock Capital Earnings Stock

Balance at June 30, 1975 $7,399,000 $12,861,000 $15,606,000 $143,032,000 $(7,094,000)
Net earnings for the year......................
Cash dividends

25,412,000

Preferred........................................... (4,009,000)
Common— at $.32 per share.......

Exercise of stock options— 534 shares
of treasury stock issued..................

Purchase of treasury stock—  65,718
(2,000)

(3,905,000)

6,000

common shares................................. (436,000)
Balance at June 30, 197 6 ........................... 7,399,000 12,861,000 15,604,000 160,530,000 (7,524,000)

Net earnings for the year......................
Cash dividends

37,055,000

Preferred ............................................ (3,999,000)
Common— at $.50 per share..........

Exercise of stock options—  113,963 
shares of treasury stock issued ....  

Conversion of 7,510 shares of Series E
(224,000)

(6,122,000)

1,169,000

Preferred and 50 shares of $2.25 
Preferred for 50,189 shares of 
treasury stock.................................... (751,000) 236,000 515,000

Purchase of treasury stock—  752
common shares................................. (5,000)

Balance at June 30, 197 7 ........................... $6,648,000 $12,861,000 $15,616,000 $187,464,000 $(5,845,000)

M C G R A W -H ILL, INC. (D EC )

C o n s o lid a te d  S ta te m e n t o f  C a p ita l S to ck  a n d  A d d i­
tio n a l P a id -in  C a p ita l

Preference Common Add'l paid- 
in capital

Treasury
stock stock stock

(Thousands of dollars)
Balance at January 1, 1976....................................
Conversion of 95,200 shares of preference stock

$8,902 $24,018 $15,968 $7,477

into 157,080 shares of common...................... (952) 157 795 —

Exercise of options for 31,815 shares.................. — — 26 (260)
Balance at December 31, 1976..............................
Conversion of 467,833 shares of preference stock

7,950 24,175 16,789 7,217

into 771,917 shares of common...................... (4,679) 773 3,906 —

Purchase of 7,185 shares of treasury stock........ — — — 125
Exercise of options for 45,785 shares.................. — — 49 (374)
Issuance of 7,170 shares in lieu of royalties....... — — — (125)
Balance at December 31, 1977.............................. $3,271 $24,948 $20,744 $6,843
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VARIAN ASSOCIATES, INC. (SEP) 

Consolidated Statement of Shareholders’ Equity

Treasury Stock Transactions

Less
Capital in Treasury

Common Excess of Retained Stock,
Stock Par Value Earnings Subtotal at Cost Total

(Dollars in thousands)
Balances, September 30, 1975 ................. $7,759 $66,373 $72,600 $146,732 $(10,973) $135,759

Net earnings for year ended September
30, 1976......................... ..................

Issuance of treasury stock under
9,424 9,424 9,424

employee stock purchase and stock 
option plans........................................ 281 281 2,523 2,804

Purchase of Clinitex, Inc........................ 16 16 626 642
Dividends declared ($.20 per share)... (1,457) (1,457) (1,457)

Balances, September 30, 1976 ................. 7,759 66,670 80,567 154,996 (7,824) 147,172
Net earnings for year ended September

30, 1977............................................ 12,301 12,301 12,301
Cancellation of treasury stock.............. (444) (7,380) (7,824) 7,824 —

Purchase of treasury stock...................
Issuance of stock under employee stock

(1,271) (1,271)

purchase and stock option plans ... 181 2,244 2,425 889 3,314
Dividends declared ($.28 per share)... (2,090) (2,090) (2,090)

Balances, September 30, 1977 ................. $7,496 $61,534 $90,778 $159,808 $ (382) $159,426

NOTES TO THE CONSOLIDATED FINANCIAL STATE­
MENTS

Treasury Stock-The reincorporation of Varian Associates 
as a Delaware corporation, approved by Directors and 
Shareholders in March, 1976, was completed effective Oc­
tober 1 ,  1976 by merger of the Company into a newly formed 
Delaware subsidiary, Varian Associates, Inc. At the time of 
the merger, the 444,280 shares of treasury stock of Varian 
Associates carried at a cost of $7.8 million, were canceled.
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In c o m e  T a x  B e n e f it  f ro m  Is s u a n c e  o f  S to c k  to
E m p lo ye e s

C E R T A I N T E E D  C O R P O R A T I O N  ( D E C )

C o n s o lid a te d  S ta te m e n t o f  S to c k h o ld e rs ’ E qu ity

Series C Capital
Convertible Series D Common Stock in Excess

Preferred P referred  Issued and of Par Retained
Stock Stock Issuable V alue Earnings

Balance a t D ecem ber 3 1 ,  1 9 7 5 ...................... $ 1 ,0 0 0 ,0 0 0 $ 1 3 ,0 6 4 ,0 0 0  $ 9 9 ,7 9 4 ,0 0 0 $ 1 0 2 ,5 2 8 ,0 0 0
N et in c o m e .................................................................. 3 6 ,6 3 3 ,0 0 0
Ta x  credits related to stock o p t io n s ............ 7 7 3 ,0 0 0
Exercise of stock o p t io n s ................................... 2 0 8 ,0 0 0 1 ,7 9 2 ,0 0 0
Dividends declared on Common Stock ($ .6 5

per s h a re ) ............................................................ ( 8 ,4 5 6 ,0 0 0 )
Dividends declared on Series C Convertible

Preferred  Stock ( $ 1 .6 0  per s h a re )........ ( 1 ,6 0 0 ,0 0 0 )
Balance at D ecem ber 3 1 , 1 9 7 6 ..................... 1 ,0 0 0 ,0 0 0 1 3 ,2 7 2 ,0 0 0 1 0 2 ,3 5 9 ,0 0 0 1 2 9 ,1 0 5 ,0 0 0
Net in c o m e ................................................................ . 5 4 ,1 8 3 ,0 0 0
Proceeds and associated costs from  sale of

Series D P referred  S tock............................. $ 4 0 ,0 0 0 ,0 0 0 (2 0 6 ,0 0 0 )
Tax credits related to stock o p t io n s ............ 5 6 2 ,0 0 0
Exercise of stock o p t io n s ................................... 1 0 6 ,0 0 0 1 ,2 3 8 ,0 0 0
Dividends declared on Common Stock ($ .7 1

per s h a re ) ...................................................... . ( 9 ,3 8 3 ,0 0 0 )
Dividends declared on Series C Convertible

P referred  Stock ($ 1 .5 5  per s h a r e ) . . . . . ( 1 ,5 5 0 ,0 0 0 )
Dividends declared on Series D P referred

Stock ( $ .0 9  per s h a re )................................. (1 4 4 ,0 0 0 )
Balance a t D ecem ber 3 1 , 1 9 7 7 ...................... $ 1 ,0 0 0 ,0 0 0 $ 4 0 ,0 0 0 ,0 0 0  $ 1 3 ,3 7 8 ,0 0 0  $ 1 0 3 ,9 5 3 ,0 0 0 $ 1 7 2 ,2 1 1 ,0 0 0

D A N A  C O R P O R A T I O N  ( A U G )  

A d d itio n a l P a id -In  C a p ita l

Balance at beginning of y e a r ............
Issuance of common stock—

Employee's stock option p la n s ..  
D eferred  compensation pla ns . . .  
Employees' stock purchase plan
Employees' pension p la n s ............
Contribution to Dona Corpora­

tion Foundation...........................
A cquisitio n  o f W ic h ita  Clutch  

C o., Inc. and W ilson M a n ­
ufacturing C o ., Inc....................

Tax benefits arising from  e x e r ­
cise of non-qualified  stock 
o p tio ns and d is q u a lify in g
dispositions...................................

Balance a t end of y e a r .........................

1 9 7 7  1 9 7 6
(in thousands)

$ 8 2 ,9 6 7  $ 7 7 ,2 3 2

3 ,8 2 4  2 ,5 7 3
2 3  71

3 1 3  
2 ,4 6 3

8 7

1 4 ,3 3 2

641 3 1 5
$ 1 0 1 ,8 7 4  $ 8 2 ,9 6 7

R O H M  A N D  H A A S  C O M P A N Y  ( D E C )

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 12: Additional Paid-in Capital—The changes in addi­
tional paid-in capital are summarized as follows:

Additional paid-in capital a t begin­
ning of y e a r .........................................

Excess of cost o ver m arket value at 
d a te  o f g ra n t  o f re a c q u ire d  
shares issued to em ployees as
stock o p tio ns.......................................

Excess of cost of reacquired shares 
issued o ver net assets of sub­
sidiaries ac q u ire d .............................

T a x  b e n e fits  fro m  s a le  by 
em ployees of stock issued under
option p la n ...........................................

Tax benefits from  lapse of res tric ­
tions on restricted stock options

A d d itio n a l p a id -in  ca p ita l a t  y e a r

end ..........................................................

1 9 7 7  1 9 7 6
(thousands of dollars)

$ 2 8 0 ,7 7 7  $ 2 8 2 ,2 8 4

—  (4 1 9 )

(4 4 )  (1 ,1 2 2 )

—  3 4

2 4  —

$ 2 8 0 ,7 5 7  $ 2 8 0 ,7 7 7
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Purchase Adjustment

KOPPERS COMPANY, INC. (DEC) 

Consolidated Statement of Shareholders’ Equity
Earnings Total Preferred

Cumulative
Preferred Common

Capital in 
Excess of

Retained and Common 
in the Shareholders'

Stock Stock Par Value Business Equity

Balance at January 1, 1976........... $15,000
($ Thousands, except per 

$30,304 $72,949
share figures) 

$250,049 $368,302
Net income for the year 1976 ...... — — — 66,841 66,841
Cash dividends paid:

On preferred stock, $4.00 per 
share........................................ (600) (600)

On common stock, 80c per 
share....................................... (19,640) (19,640)

Common stock issued during 1976: 
80,000 shares for acquisitions 

accounted for as purchases. 100 1,705 1,805
536,094 shares for acquisition 

accounted for as a pooling.. 670 1,052 5,989 7,711
Balance at December 31, 1 97 6 .... 15,000 31,074 75,706 302,639 424,419
Net income for the year 1977 ...... — — — 66,199 66,199
Cash dividends paid:

On preferred stock, $4.00 per 
share....................................... (600) (600)

On common stock, 95c per 
share....................................... (23,650) (23,650)

Common stock issued during 1977: 
92,448  additional shares for 

acquisition accounted for as 
a purchase in 1975 ............. 116 1,859 1,975

26,402 shares contributed to 
Employee Stock Ownership 
Plan trust................................ 33 515 548

Balance at December 31, 1 97 7 .... $15,000 $31,223 $78,080 $344,588 $468,891

Public Offering of Stock

PHELPS DODGE CORPORATION (DEC) 

Schedule A—Changes in Capital Accounts

Balance at December 31, 1975.
Stock options exercised..............
Employee stock ownership plan . 
Balance at December 31, 1976.
Sale of preferred shares.............
Stock options exercised..............
Employee stock ownership plan . 
Balance at December 31, 1977.

Preferred shares Common shares
par value $1.00 par value $6.25

Number of Number of Capital in
shares shares excess of

outstanding Amount outstanding Amount par value
20,561,336 $128,508,000 $14,565,000

33,045 207,000 1,118,000
33,765 211,000 1,192,000

20,628,146 128,926,000 16,875,000
750,000 $750,000 73,840,000

390 2,000 10,000
38,379 240,000 715,000

750,000 $750,000 20,666,915 $129,168,000 $91,440,000
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 10: Preferred Shares—The Corporation issued
750,000 cumulative preferred shares in 1977. The terms of 
the preferred shares prohibit the payment of dividends on 
common shares in the event that dividends on the preferred 
shares have not been paid. If dividends on the preferred 
shares have not been paid in an aggregate amount equal to 
or greater than six quarter-annual dividends, the holders of 
the preferred shares would be entitled to elect two directors 
to the Corporation’s Board of Directors. The Corporation is 
required to redeem, at $100 per share, 70,000 shares annu­
ally from 1983 to 1987 and 40,000 shares annually from 1988 
to 1997. In the event of an involuntary liquidation, preferred 
shareholders would be entitled to receive, as a liquidation 
preference, $100 per share plus accrued but unpaid div­
idends. The dividends of $1,819,000 paid in 1977 on the 
preferred shares reflected an average annual dividend rate of 
approximately $8.08 per share.

P r iv a te  O ffe r in g  o f  S to c k

BORG-WARNER CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Capital in excess of par value—Capital in excess of par 

value for the years ended December 31 is summarized as 
follows:

(millions of dollars)
Capital in excess of par value at

January 1......................................
Capital in excess of par value on 2

million shares issued.................
Net difference between cost and 

proceeds of shares issued under 
employee investment plans 
(217,700 shares in 1977 and
260,154 shares in 1976)..........

Excess of cost over proceeds on 
shares issued under stock option 
plans (59,700 shares in 1977
and 125,750 in 1976)..............

Excess of market price over cost on 
shares issued as stock incentive 
rights under stock option plans 
(13,819 shares in 1977 and
4,507 shares in 1976)..............

Excess of market price over cost on 
shares awarded to certain 
employees (38 shares in 1977
and 54 shares in 1976).............

Capital in excess of par value at 
December 31................................

1977 

$ 45.6  

$ 57.4

.9

( . 2)

1976

$45.2

$ - 0-

.9

(.5)

$103.7 $45.6

Sales of shares to Robert Bosch, GmbH—On February 
16, 1977, Borg-Warner sold two million previously unissued 
shares of its common stock to Robert Bosch, GmbH. The net 
proceeds were $62.4 million. The shares issued are subject 
to certain restrictive convenants including a limitation on 
ownership to less than 10% of shares outstanding.
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HESSTON CORPORATION (SEP)

Consolidated Statement of Stockholders’ Equity

$1.60 $.60 Common
Preferred Preferred stock, Capital in
stock, $2 stock, $2 $2 par excess of Retained
par value par value value par value earnings Total

(OOO's Omitted)
Balance, September 30, 1975 ................... $1,000 $3,975 $18,318 $32,849 $56,142
Net loss............................................................
Less cash dividends:

(6,152) (6,152)

Common stock— $.60 per share.......... (1,192) (1,192)
Preferred stock— $1.60 per share...... (800) (800)

Balance, September 30, 1976 ................... 1,000 3,975 18,318 24,705 47,998
Net loss............................................................
Preferred stock issued for cash— 600,000

(9,316) (9,316)

shares (Note 1 ) .......................................
Common stock issued for cash—

$1,200 4,703 5,903

1,400,000 shares (Note 1 )...................
Less cash dividends:

2,800 10,975 13,775

Preferred stock— $1.60 per share...... (800) (800)
Balance, September 30, 1977 ................... $1,000 $1,200 $6,775 $33,996 $14,589 $57,560

Note 1: Sale of Company stock— In September 1977, the 
Company sold a controlling interest (50.2%) comprised of
1,400,000 shares of previously unissued common stock and
600,000 shares of previously unissued, voting $.60 Cumula­
tive Convertible Preferred Stock of the Company to Inter­
nazionale Holding Fiat S.A. (IHF), a wholly owned Swiss 
subsidiary of Fiat S.p.A. IHF also has an option to purchase 
an additional 615,000 shares of common stock at the current 
market price at the date of exercise. The stock was sold for 
$10 per share and the excess over par value of $15,678,000 
(net of $322,000 issue expenses) was credited to capital in 
excess of par value. This transaction was approved by the 
stockholders at a special meeting in September 1977.
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R e d u c tio n  o f  Par V a lue

R EXNO RD INC. (OCT)

O th e r F in a n c ia l D a ta

Changes in capital in excess of par value follow:

1977 1976
(Dollars in Thousands)

Balance at beginning of y e a r..........
Change in par value of common

$ 5,311 $ 282

stock from $10 to $1 .................
Par value of common shares issued

76,376 —

in two-for-one stock split..........
Excess of par value of shares issued 

in business combination over 
stated value of shares of com­
pany acquired................................

(8 ,486 )

(2 ,584)
Excess of stated or par value of 

convertible securities over par 
value of common shares issued
over conversion............................

Excess of option price over par 
value of shares issued upon

383 336

exercise of options......................
Excess of redemption price over 

stated value of preferred shares

263 643

redeemed........................................
Excess of market value over par 

value of shares issued in busi­
ness combination.........................

(195)

4 ,050
Balance at end of year...................... $71 ,068 $5,311

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 4: Shareholders’ Ownership—On August 24, 1977, 
the shareholders approved an increase in the authorized 
number of shares of common stock to 40,000,000 and a 
reduction of the par value per share from $10 to $1. In addi­
tion, the shareholders approved a two-for-one stock split in

the form of a distribution of one additional share of common 
stock for each share outstanding to shareholders of record on 
September 6, 1977.

On July 8, 1977, the company called for redemption all of 
its Series A and C convertible preferred shares. As of August 
15, 1977, all such shares were converted into common 
shares, except for 5,617 shares which were redeemed for 
cash.

The Series B preferred shares are cumulative, convertible 
into 3 shares of Rexnord common stock, and may be re­
deemed by the company at any time. The redemption price at 
October 3 1 , 1977 was $45.48. The stock is entitled to $45 per 
share in addition to accrued and unpaid dividends at an an­
nual rate of $2.36 in the event of involuntary liquidation. The 
involuntary liquidation value at October 31, 1977 amounted 
to $12,770,000.

The company has granted to officers and key employees 
options to purchase common shares at the market price of 
the shares on the date of grant. Generally, options are exer­
cisable any time after one year and expire five or ten years 
from date of grant.

As to the 1977 stock options granted, the optionee may 
elect to surrender options in exchange for stock or a combi­
nation of stock and cash equal to the value of the apprecia­
tion of the option surrendered.
Under the terms of the 8.95% indenture, approximately 
$165,213,000 of retained earnings was available for the dec­
laration of cash dividends at October 31, 1977.
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Section 5: Statement of Changes 
in Financial Position

This section reviews the format and content of the State­
ment of Changes in Financial Position. APB Opinion No. 
19-Reporting Changes in Financial Position requires that “a 
statement summarizing changes in financial position . . .  be 
presented as a basic financial statement for each period for 
which an income statement is presented.” The Statements 
appearing as examples in this section have been edited to 
show, if not already so shown in the annual report, all dollar 
amounts in thousands. Except for several examples at the 
end of this section, disclosures of changes in elements of 
working capital (required by Opinion No. 19) have been omit­
ted to emphasize other information contained within the 
statement.

PRESENTATION IN ANNUAL REPORT

Table 5-1 shows the placement of Statements of Changes 
in Financial Position in relation to other financial statements.

TITLE

Paragraph 8 of Opinion No. 19 states:

The Board also concludes that the statement sum­
marizing changes in financial position should be based 
on a broad concept embracing all changes in financial 
position and that the title of the statement should reflect 
this broad concept. The Board therefore recommends 
that the title be Statement of Changes in Financial Pos­
ition (referred to below as “ the Statement” ). The 
Statement of each reporting entity should disclose all 
important aspects of its financing and investing ac­
tivities regardless of whether cash or other elements of 
working capital are directly affected. For example, ac­
quisitions of property by issuance of securities or in 
exchange for other property, and conversions of long­
term debt or preferred stock to common stock, should 
be appropriately reflected in the Statement.

Practically all of the survey companies use the recom­
mended title.

TABLE 5-1: PRESENTATION IN ANNUAL REPORT

1977 1976
Final statement............................................................ 437 428
Follows income statement and balance sheet...... 103 101
Between income statement and balance sheet.. . . 52 54
First statement............................................................ 5 5
Other ............................................................................ 3 12
Total Companies.......................................................... 600 600

FORMAT

Paragraph 11 of Opinion No. 19 states:

Provided that these guides are met, the Statement 
may take whatever form gives the most useful portrayal 
of the financing and investing activities and the 
changes in financial position of the reporting entity. The 
Statement may be in balanced form or in a form expres­
sing the changes in financial position in terms of cash, 
of cash and temporary investments combined, of all 
quick assets, or of working capital. The Statement 
should disclose all important changes in financial posi­
tion for the period covered; accordingly, types of trans­
actions reported may vary substantially in relative im­
portance from one period to another.

The survey companies, with very few exceptions, showed 
changes in working capital or cash and cash equivalents in 
one of three forms—as a balancing amount added to either 
sources or applications; as the statement’s final amount; or 
as an addition to a beginning balance to obtain an ending 
balance. Table 5-2 summarizes the frequency of the presen­
tation of the three above mentioned forms.
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Sources Equal Uses

C A R N A TIO N  C O M P A N Y  (DEC)

Consolidated Statement of Changes in Financial Posi­
tion

1977 1976
($ 000)

Financial Resources Were Provided 
By:

Net income.........................................
Add (deduct) items not affecting 

working capital—
Depreciation and amortization 

(including excess purchase
price)......................................

Deferred income taxes and in­
vestment tax credits.............

Other items...................................
Working capital provided by opera­

tions .............................................
Sale of plant assets...........................
Increase in long-term debt..............
Increase in obligations under

capitalized leases........................
Decrease in non-current receivables 

and miscellaneous investments. 
Decrease in investments in and ad­

vances to affiliated companies.. 
Proceeds from exercise of 

employee stock options and 
stock purchase warrants of
pooled company...........................

Other....................................................

Financial Resources Were Used For:
Purchase of plant assets.................
Cash dividends...................................
Reduction of long-term debt...........
Decrease in obligations under

capitalized leases........................
Increase in non-current receivables 

and miscellaneous investments. 
Excess of purchase price of com­

panies acquired over net assets
at dates of acquisition................

Increase in working capital.............

$109,123 $103,693

35,723

3,290
(1,367)

146,770
7,363
3,188

427

1,422

2,134
1,616

162,921

42,790
41,014

8,490

638

375

267
69,343

$162,921

33,107

6,901
(1,956)

141,747
2,695

63

8,122

2,465

TABLE 5-2: FORMAT

1977 1976 1975 1974
Changes in W orking Capital:
Sources equal uses.............. 73 79 69 75
Increase (decrease) in work­

ing capital........................ 404 398 415 404
Ending working capital........ 80 87 85 89
Changes in Cash
Sources equal uses.............. 6 5 8 6
Increase (decrease) in cash 

of cash and cash equiva­
lent ................................... 20 19 13 15

Ending cosh or cash and cash 
equivalent ...................... 17 12 10 11

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

KAISER A LU M IN U M  & C H EM IC A L C O R P O R A TIO N  
(DEC)

Statements of Changes in Consolidated Financial Posi­
tion

1,063 1977 1976 
(millions of dollars)

1,012
2,217

159,385

Resources were provided by: 
Operations:

Net income............................ $112.1 $ 44.5
Expenses (income) not in­

volving funds: 
Depreciation..................... 62.0 58.5
Deferred income taxes.. 16.0 16.9

51,612
30,714

5,877

Equity in undistributed 
earnings of com­
panies not consoli­
dated........................... (29.9) (.1)

810 Net (gain) loss on dispo­
sition of property and 
investments.............. (.7) 20.4

760

Funds provided by 
operations........... 159.5 140.2

Long-term borrowings................ 70.1 130.3
69,610 Capital stock issued................... 4 .7 6.3

$159,385 Proceeds from disposition of 
property and investments... 37.3 4.0

Return of advances..................... 5.1 11.2
Other— net................................... (3.4) 1.5

Total........................... $273.3 $293.5
Resources were used for:

Property, plant, and equipment $119.8 $118.1
Investments and advances........ 34.4 12.1
Reduction of long-term obliga­

tions ....................................... 80.4 137.9
Dividends...................................... 29.4 26.1
Increase (decrease) in working 

capital.................................... 9.3 (.7)
Total........................... $273.3 $293.5
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H U M A N A  I N C .  ( A U G )

Consolidated Statement of Changes in Financial Posi­
tion

M O H A S C O  C O R P O R A T I O N  ( D E C )

Consolidated Statements of Changes in Financial Posi­
tion

1977 1976 1977 1976
($000) ($000)

Funds provided: Funds provided:
From operations: Net earnings................................ $10,828 13,770

Net income............................ $ 11,773 $ 8,845 Add non-cash items included in
Add charges which did not results of operations:

require working capital 
during the year:

Depreciation and amortiza­
tion.................................... 13,405 13,330

Depreciation and amorti­
zation .........................

Deferred income taxes
21,502 17,423

Other, net..............................
Minority interest in sub­

sidiary company ...........

256

47

132

63
(noncurrent)..............

Other.................................
3,823
2,011

2,946
219

Funds provided from opera­
tions ................................. 24,536 27,295

Funds provided by Additional long-term debt.......... 53,047 1,462
operations........... 39,109 29,433 Disposition of property, plant,

Additional long-term debt.........
Increase in allowance for pro­

fessional liability risks........

50,540

5,444

25,467 equipment and rental furni­
ture .........................................

Proceeds upon exercise of
3,951 2,423

Decrease in long-term receiva­
bles ......................................... 122 2,457

common stock options..........
Increase in other non-current

7 158

Disposition of properties........... 5,439 3,730 liabilities................................. 1,137 1,283
O ther...................... ..................... 1,052 664 Other, net.................................... — 360

Total funds provided. $101,706 $61,751 $82,678 32,981
Funds applied: Funds applied:

Additions to property and Additions to property, plant and
equipment.............................. $46,446 $35,808 equipment.............................. $13,204 12,081

Reduction of long-term debt.... 32,107 14,598 Property, plant and equipment
Insurance subsidiary's invest­

ments ...................................... 5,127 250
of acquired companies........

Additions to rental furniture .. .. 5,995
66

4,354
Acquisition of 49%  interest in Cash dividends............................ 6,010 6,026

and advances to English hos­
pital (elimination in consoli­
dation upon purchase of re­
maining 51%  interest) (Note

Reduction of long-term debt....  
Purchase of preferred stock ....  
Additional investment in foreign 

subsidiary..............................

45,556
135

7,637
509

832
1) ............................................ (5,666) 5,576 Increase in other assets............. 42 944

Increase (decrease) in undis­
bursed construction and

Increase in working capital...... 11,736
$82,678

532
32,981

other restricted funds......... 8,744 (904)
Increase in deferred charges ... 2,711 1,295
Payment of dividends................ 2,338 1,460
Increase in working capital...... 9,899 3,668

Total funds applied .. $101,706 $61,751



346 Section 5: Statement of Changes in Financial Position

Increase (Decrease) in Working Capital or Cash

A M ER IC A N  S T O R E S  C O M P A N Y  (M AR)

C o n so lid a ted  S ta tem ents  o f  C h an g es  in  F in a n c ia l P osi­
tion

Resources Used
Additions to property, plant and

1977
($ 000)

1976

Source:

Net e a rn in g s ......................................... $ 2 5 ,8 1 9 3 1 ,9 6 5
Expenditures charged against earn­

ings not involving the current 
expenditure of funds:
Depreciation and am ortization.. 3 0 ,4 6 0 2 8 ,2 6 7
Deferred income t a x e s ............... 4 ,9 1 6 2 ,4 0 3
Other.................................................. 190 127

Total funds provided from opera­
t io n s .................................................. 6 1 ,3 8 5  6 2 ,7 6 2

Long-term b o rrow ing.......................... 5 3 ,6 1 4 11,7 39
Disposals of properties...................... 3,031 2 ,2 2 7
Proceeds from sa le s of common 

stock pursuant to exercise  of op­
tions .................................................. 372 298

Total source of fu n d s................... 1 1 8 ,4 0 2 7 7 ,0 2 6

Disposition:
Expended for property, plant and

equipm ent....................................... 3 7 ,6 8 9 4 0 ,6 3 2
Reduction of long-term d e b t............ 1 0 ,3 8 9 9 ,2 8 6
Cash d iv idends...................................... 9 ,9 8 9 8 ,3 7 3
Investments and deferred charges

(reduction)....................................... 2 ,4 1 8 (2 ,5 4 8 )
M iscellaneous, n e t ............................. 38 308

Total disposition of fu n d s .......... 6 0 ,5 2 3 56,051

Increase in w orking c a p ita l....... $ 5 7 ,8 7 9 2 0 ,9 7 5

JO H N S O N  & JO H N S O N  (D EC )

C o n s o lid a te d  S ta te m e n t o f  C h an g es  in  F in an c ia l P osi­
tion

Resources Provided

1977

($ 000)

1976

Net Earnings...........................................
Expenses not requiring the outlay of 

w orking capital:

$ 2 4 7 ,3 1 8 $ 2 0 5 ,3 7 6

Depreciation and am ortization.. 8 6 ,4 9 6 7 7,5 42
Other ................................................

W o rking ca p ita l provided

2 2 ,3 4 2 2 9 ,7 5 8

from operations................
Decrease (increase) in marketable

3 5 6 ,1 5 6 3 1 2 ,6 7 6

securities, non-current................
Increase (decrease) in long-term

1 3 ,6 4 8 (2 5 ,4 6 5 )

d eb t...................................................
Proceeds from the soles of prop­

erty, plant and equipm ent.........

10,401

9 ,1 4 5

(1 2 ,6 9 4 )

1,35 7

3 8 9 ,3 5 0 2 7 5 ,8 7 4

equipm ent....................................... 1 7 1 ,7 1 8 1 1 9 ,2 0 7
Cash dividends p a id ............................ 8 1 ,7 7 0 6 1 ,0 0 9
Other item s............................................. 5 ,0 7 4 8 ,4 4 9

2 5 8 ,5 6 2 1 8 8 ,665

Increase in Working C a p ita l............ $ 1 3 0 ,7 8 8 $ 8 7 ,2 0 9

M ALO NE & H YD E, INC. (JUN)

S ta tem ents  o f  C h an g es  in  C o n s o lid a te d  F in a n c ia l P o si­
tion

1977 1976

Source of funds
(Thousands of Dollars)

Net incom e......................................
Items not currently  affecting 

w orking capital:

$ 1 5 ,4 5 0 $ 1 4 ,0 5 4

Depreciation ............................ 6 ,6 4 0 5 ,5 6 9
Deferred income t a x e s .........
Deferred portion of provision 

fo r tra d in g  stam p r e ­
demption.............................

1,131

(1 85)

301

251
Deferred com pensation.........
Net incom e of u n co n so li­

dated finance subsidiary

262

(581)

75

(465)

Total from Operations 
Proceeds from long-term bor­

row ings ......................................

2 2 ,7 1 7

7 ,0 0 0

19,7 85

-0 -
Proceeds from sale of Common 

Stock under stock option and
stock purchase p la n s ............

Reduction in advances to uncon­
solidated finance subsidiary.

1 ,11 3

2 ,1 6 9

974

-0-
Disposals of property plant and 

equipment, net of accumu­
lated depreciation................... 119 1 ,22 0

Other ................................................ 328 87

Application of funds
Additions to property, plant and

3 3 ,4 4 6 2 2 ,0 6 6

equipm ent.................................
Purchase of Grocery Division of 

Hill B ro s ., Inc. (excluding 
acquired working capital of

9,071 8,701

$ 1 0 ,0 2 5 ,0 0 0 )— Note C ....... 1 ,20 5 -0 -
Payment on long-term debt.......
C ash  d iv id e n d s  on Com m on

4 0 0 4 00

Sto ck........................................... 4 ,5 9 4 3 ,7 3 8
Increase in other a sse ts ..............
Investment in and advances to 

unconsolidated finance sub­
sidiary ........................................

1 ,1 9 7

-0 -

1,48 9

1,76 5

Increase in Working

1 6 ,4 6 7 16,0 93

C a p ita l................... $ 1 6 ,9 7 9 $ 5 ,9 7 3
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NATIONAL STARCH AND CHEMICAL 
CORPORATION (DEC)

Consolidated Statement of Changes in Financial Posi­
tion

Working Capital Provided: 
Operations:

Income before extraordinary 
charge .................................

1977

($000)

$26,091

1976

$ 2 4 ,4 8 6
Add charges (deduct credits) 

not a ffe c t in g  w o rk in g  
capital:
Depreciation and amorti­

zation ........................... 9 ,3 3 9 7 ,9 8 5
Deferred taxes and other 

c re d its .......................... 3 ,0 7 8 3,261
Equity in undistributed 

earnings of joint ven­
tures ............................. (1 ,1 0 2 ) (672)
Working capital pro­

vided from opera­
tions before e x ­
tra o rd in a ry  
charge ................... 3 7 ,4 0 6 3 5 ,0 6 0

Extraordinary c h a rg e ................... (871) —

Long term debt— n e w ................. 9 ,5 0 0 279
Common stock issu an ces and 

s a le s ........................................... 899 104
Proceeds from sale of invest­

ments and fixed  asse ts......... 1 ,28 4 200
Other— net .................................... 523 (130)

Total ............................ 48 ,7 41 3 5 ,5 1 3
W orking Capital Used:

Purchase of fixed  a s se ts ............ 15 ,7 1 3 1 4,9 16
P u rch a se  of in ta n g ib le s  and 

other a s se ts ............................. 97 1,643
Investments .................................. 380 1,781
Cash d iv idends............................... 7,081 5 ,7 5 9
Long term debt— reduction....... 2 6 ,8 8 5 2 ,1 2 5

Total ............................ 5 0 ,1 5 6 2 6 ,2 1 5

Increase (D ecrease) in Working Cap­
ital ..................................................... $ (1 ,4 1 5 ) $ 9 ,2 9 8

End of Year Working Capital or Cash

HUDSON PULP & PAPER CORP. (DEC)

Consolidated Statements of Changes in Financial Posi­
tion

Funds Provided By:
Net (loss)/inco m e..........................
Charges not affecting funds: 

Depreciation and depletion.. 
D e ferre d  Fe de ra l incom e

ta x e s ....................................

Total from operations . . .  
Issuance of long-term debt, net 

of re fin a n c in g  of 
$ 3 1 ,0 0 0 ,0 0 0  of revolving
credit notes in 1 9 7 6 ..............

Decrease in in vento ries..............
Increase in accounts payable

and accrued e xpe n ses...........

Total funds provided.......

Funds Used For:
Additions to plant assets and

timber resources.....................
Dividends ........................................
Capital stock acquired.................
Current maturities of long-term

d eb t.............................................
Decrease in current portion of

long-term d e b t........................
Increase in rece ivab les................
Increase in refundable Federal

income ta x e s ...........................
Increase in inventories................
Increase in other current assets 
D ecrease in accounts payable

and accrued e xpe n ses...........
Decrease in dividends payable .
Other items— n e t ..........................

Total funds u se d ..............

(D ecrease)/in crease  in cash  and
short-term investm ents................

Cash and short-term investments at
beginning of y e a r ..........................

Cash and short-term investments at 
end of y e a r......................................

1977

$(1 ,908)

10,246

2 ,4 00

10,737

2 ,500
319

13 ,557

11,944
1,990

612

2 ,359

173
1,884

186

1,196

1,698

32

22 ,079

(8 ,521)

12 ,356

$ 3 ,834

($000)

1976

$ 7,235

7,891

580

15,706

35 ,990

1,944

53,641

33,681
2 ,025

745

2 ,533

229
889

1,859
4 ,950

38

352
613

47 ,919

5,721

6 ,635

$12 ,356
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AMERICAN BAKERIES COMPANY (DEC)

Consolidated Statements of Changes in Financial Posi­
tion

1977 1976 1975 1974 1973

(In thousands)
Sources of Working Capitol:

Net earnings ( lo s s ) ....................................................................................................... $ 5 ,8 2 2 $ 5 ,2 8 9 $ 5 ,7 3 9 $ (1 ,6 9 8 ) $ (2 ,0 1 9 )
Add (Deduct) items not affecting working capital—

Depreciation and am ortization.................................................................... 8 ,9 5 4 7 ,9 3 5 7 ,3 1 2 7 ,2 8 0 7 ,1 1 4
Deferred income t a x e s .................................................................................. 2 ,2 7 5 751 (763) (1 ,5 0 0 ) (1 ,1 3 5 )
Provisions for closing plants and idle equ ipm ent................................. 650 — 789 1,31 5 372

Working capital provided from operations....................................... $17,701 $ 1 3 ,9 7 5 $ 1 3 ,0 7 7 $ 5 ,3 9 7 $ 4 ,3 3 2
Property d ispositions................................................................................................... 1 ,2 1 7 1 , 2 0 2 976 1,431 2 ,0 2 3
Proceeds from stock options e xe rc ise d ................................................................. 252 335 376 — —

Additions to long-term liab ilities............................................................................... 1 6 ,6 3 8 18,271 6 ,4 8 8 4 ,5 0 2 2 , 2 0 0

$ 3 5 ,8 0 8 $ 3 3 ,7 8 3 $ 2 0 ,9 1 7 $ 1 1 ,3 3 0 $ 8 ,5 5 5

Applications of Working Capital:
Reduction of long-term lia b ilit ie s ............................................................................. $ 6,651 $ 1 0 ,3 8 4 $ 5 ,4 3 5 $ 4 ,4 7 4 $ 1,411
Additions to plant and equipm ent........................................................................... 1 8 ,8 0 0 1 6 ,3 8 8 11,7 7 8 8 ,9 4 5 6,461
Dividends d e c la re d ...................................................................................................... 2 ,3 5 2 2 ,0 6 9 1 , 2 1 1 883 934
Deferred c h a rg e s .......................................................................................................... 2 ,9 1 9 358 — — —
Long-term note re ce iva b le ......................................................................................... 1 ,00 7 — — — —
Purchase of stock, since retired—

Cumulative prior preferred, $ 1 .8 0  s e r ie s ..................................................... 25 73 91 79 103
5 %  cumulative convertible preferred.............................................................. 87 1 2 2 150 342 451

Purchase of common stock for the treasury......................................................... — — — 1 ,17 6 642
Redemption of cumulative prior preferred, $ 1 .8 0  convertible s e r ie s ......... 65 125 125 125 —

Charges incurred relating to closed plants and idle equipm ent..................... 898 870 489 1 , 0 1 0 1 ,16 4
Other items, n e t ............................................................................................................ (119) (71) (106) 1 ,03 9 891

$ 3 2 ,6 8 5 $ 3 0 ,3 1 8 $ 1 9 ,1 7 3 $ 1 8 ,0 7 3 $ 1 2 ,0 5 7

Increase (Decrease) in Working C a p ita l...................................................................... $ 3 ,1 2 3 $ 3 ,4 6 5 $ 1,74 4 $ (6 ,7 4 3 ) $ (3 ,5 0 2 )
Working Capital:

Beginning of Y e a r.......................................................................................................... 1 5 ,7 05 1 2,2 40 1 0,4 96 1 7 ,2 3 9 20,741
End of Y e a r...................................................................................................................... $ 1 8 ,8 2 8 $ 1 5 ,7 0 5 $ 1 2 ,2 4 0 $ 1 0 ,4 9 6 $ 1 7 ,2 3 9
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H E W LETT-PA C K A R D  C O M P A N Y  (O C T) S TA N G E CO. (DEC)

Consolidated Statement of Changes in Financial Posi­
tion

Working capital provided:
Net earnings................................
Add charges (deduct credits) not 

affecting working capital: 
Depreciation and amortiza­

tion....................................
Deferred taxes on income .. 
Stock purchase and award

plans.................................
Other ......................................

Working capital provided
from operations........

Proceeds from sale of common
stock.......................................

Proceeds of additional long-term
debt.........................................

Other, net....................................
Total working capital

provided.....................
Working capital used:

Investment in property, plant
and equipment......................

Dividends to shareowners........
Reduction in long-term debt .. ..  

Total working capital
used.............................

Increase in working capi­
tal ................................

Working capital at beginning of year 
Working capital at end of year......

Consolidated Statements of Changes in Financial Posi­
tion

1977 1976 1977 1976
(Millions) ($000)

Sources of working capital
$121.5 $ 90.8 From continuing operations

Net earnings for the year... $ 1,692 $ 1,181
Charges (credits) to earnings

not using (providing)
47.6 39.5 working capital

3.5 3.7 Depreciation and amorti­
zation of property,

9.3 8.3 plant and equipment. 726 587
(1.9) — Amortization of other as­

sets ............................ 12 94
180.0 142.3 Deferred income taxes .. (39) (14)

Equity in (earnings) loss
27.8 24.2 of affiliated com­

panies......................... (413) 176
7.8

.5
3.4

(3.5)
Working capital pro­

vided from con­
tinuing operations 1,978 2,024

216.1 166.4 From discontinued operations
Net earnings (loss) for the

year................................... (172) 69

115 5 103 4 Charges to earnings not
11.3 8 4 using working capital

3.3 0.7 Depreciation and amorti­
zation of property, 
plant and equipment. 43 32

130.1 112.5 Working capital provided

86.0 53.9
(used) from discon­
tinued operations .. . . (129) 101

374.0
$460.0

320.1
$374.0

Working capital pro­
vided from opera­
tions ..................... 1,849 2,125

Proceeds from exercise of stock
options.................................... — 4

Proceeds from long-term debt.. 45 —
1,894 2,129

Applications of working capital
Additions to property, plant and

equipment-net........................ 2,161 1,348
Payments of long-term debt.. .. 304 222
Dividends paid on common stock 274 201
Increase in investments and ad­

vances to affiliated com­
panies...................................... 155 956

Increase in other-net................. 4 19
2,898 2,746

Decrease in Working
Capital................. (1,004) (617)

Working capital at beginning of year 9,963 10,580
Working capital at end of year...... $ 8,959 $ 9,963
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WORKING CAPITAL OR CASH PROVIDED 
FROM OR USED IN OPERATIONS

Paragraph 10 of Option No. 19 states:

The ability of an enterprise to provide working capital 
or cash from operations is an important factor in con­
sidering its financing and investing activities. Accord­
ingly, the Statement should prominently disclose work­
ing capital or cash provided from or used in operations 
for the period, and the Board believes that the disclo­
sure is most informative if the effects of extraordinary 
item s. . .  are reported separately from the effects of 
normal items. The Statement for the period should 
begin with income or loss before extraordinary items, if 
any, and add back (or deduct) items recognized in de­
termining that income or loss which did not use (or 
provide) working capital or cash during the period. 
Items added and deducted in accordance with this pro­
cedure are not sources or uses of working capital or 
cash, and the related captions should make this clear,
e.g., “Add— Expenses not requiring outlay of working 
capital in the current period.” An acceptable alternative 
procedure, which gives the same result, is to begin with 
total revenue that provided working capital or cash dur­
ing the period and deduct operating costs and ex­
penses that required the outlay of working capital or 
cash during the period. In either case the resulting 
amount of working capital or cash should be appro­
priately described, e.g., “Working capital provided from 
(used in) operations for the period, exclusive of ex­
traordinary items.” This total should be immediately fol­
lowed by working capital or cash provided or used by 
income or loss from extraordinary items, if any; ex­
traordinary income or loss should be similarly adjusted 
for items recognized that did not provide or use working 
capital or cash during the period.

Table 5-3 shows those items most frequently included in 
the calculation of working capital or cash provided from (or 
used in) operations. Examples of the aforementioned calcula­
tion follow.

Net Income or Loss

AMERICAN BILTRITE INC. (DEC)

Consolidated Statements of Changes in Financial Posi­
tion

Use of Funds
Use (source) from operations

Net loss (e a rn in g s )................
(Add) deduct items not af­

fecting working capital: 
Depreciation and amorti­

zation ...........................
Credit (provision) for de­

ferred income t a x e s . 
Provision for plant rear­

rangement and shut­
dow n and product 
line discontinuance ..

Other ..................................

Tota l A p p lie d  To 
(From) Operations 

Reduction in long-term d e b t . . . .  
Additions to property, plant and

equipm ent.................................
Cash dividends declared..............

Source of Funds
Sales of equipm ent......................
Decrease in miscellaneous non- 

current assets and o th e r. . . .  
Proceeds from long-term bor­

row ings ......................................
Proceeds from sales of invest­

ments, less gain included in 
operations.................................

Decrease in Working 
C a p ita l...................

1977

(

$ 1 2 ,2 1 7

(4 ,9 5 8 )

1 ,8 0 4

(2, 010)
100

7 ,1 5 3
3 ,2 0 6

6 ,9 3 5
501

1 7 ,7 9 7

258

744

($000)

1,002

$ 1 6 ,7 9 4

1976

($ 2 ,8 3 9 )

(4 ,7 5 9 )

(213)

521

(7 ,2 9 1 )
2,022

10,8 4 3
1,32 5

6 ,8 9 9

607

642

1 ,60 0

1 ,70 7
4 ,5 5 7

$ 2,341

TABLE 5-3: WORKING CAPITAL OR CASH 
PROVIDED FROM OPERATION- 
COMPONENTS

Number of Companies 
1977 1976 1975 1974

Net income or lo s s ................ 495 4 9 7  4 55 530
Income or loss from continu­

ing operations...................  46 49  90 N/C
Income or loss before extra­

ordinary it e m s .................  48  54 55 70
Depreciation and/or amorti­

zation and/or depletion.. 599 599 59 9  599
Deferred taxe s and/or de­

ferred investment credit 481 482 4 73 4 67
Equity in earnings or losses

of in ve stee s......................  174 178 186 181
M inority interest..................... 6 6  63  72 6 8

N/C— Not Compiled.
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B EM IS C O M PA N Y, INC. (D EC ) F IR S T NA TIO N A L S T O R E S  INC. (M AR)

Consolidated Statement of Changes in Financial Posi­
tion

Consolidated Statements of Changes in Financial Posi­
tion

1977 1976 1977 1976
($0 0 0 ) ($0 0 0 )

Financial resources were provided Financial resources were provided
by: by:
Operations; Operations:

Net income............................. $16,778 $15,694 Net loss................................... $(3,974) $(1,502)
Add (deduct) items not re­

quiring the use of work­
ing capital:

Charges (credits) not requir­
ing outlay of working 
capital in the current

Depreciation and amorti­
zation .........................

Amortization of
14,674 13,797

period:
Depreciation and amorti­

zation ......................... 8,145 7,450
capitalized leases....  

Minority interest in net
795 Credits related to provi­

sion for store closings (46) (569)
income........................ 837 567 Other, principally gain on

Write-off of patents and sale of closed store
goodwill..................... 384 215 fixed assets.............. (288) (751)

Deferred income taxes.. 
Equity in undistributed 

earnings of affiliates

3,278

(130)

2,501

(422)

Working capital pro­
vided by opera­
tions ..................... 3,837 4,628

Write-off fixed assets of Net proceeds from sale and
a subsidiary company 5,456 lease back of fixed assets
Working capital pro­

vided by opera­
tions ..................... 36,616 37,808

treated as capital leases.. ..  
Proceeds from disposal of fixed 

assets......................................

3,200

2,600 1,376
Additional long-term borrowings 12,242 5,846 9,637 6,004
Decrease (increase) in deferred Financial resources were used for:

charges and special deposits 1,781 (1,642) Additions to fixed assets........... 18,864 13,082
Proceeds from property retire­

ments ...................................... 1,372 916
Current portion of capital lease 

obligation................................ 75
Long-term lease obligations...... 8,080 Reduction in long-term portion
Sundry, net................................... 429 1 , 1 1 1 of accrued costs related to
Decreased investment in af­

filiated company................... 338
store closings........................

Cash dividends declared.............
477

1,131
921

1,130
Total resources provided.... 60,520 44,377 Other............................................ 974 179

Financial resources were applied to: 21,521 15,312
Additions to property and

equipment..............................
Acquisition of minority interest

in subsidiary company..........
Capital leases..............................
Reduction in long-term borrow­

ings .........................................
Purchase of debentures.............
Cash dividends declared.............
Purchase of common stock for

the treasury...........................
Redemption of Series 1974

8 ½ %  preferred stock.........
Reduction in long-term lease ob­

ligations .................................
Total resources used...........

Decrease in working capital...........

37,910 25,441
Decrease in working capital...........
Working capital at beginning of year

(11,884)
9,567

(9,308)
18,875

135 104 Working capital at end of year...... $(2,317) $ 9,567
9,537

14,484 11,419
1,867 670
7,001 6,623

425 96

1,076

750
72,109 45,429

$11,589 $ 1,052
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THE BFGOODRICH COMPANY (DEC) LYKES CORPORATION (DEC)

S ta te m e n t o f  C h an g es  in F in an c ia l P osition

1 9 7 7 1 9 7 6

C o n so lid a ted  S ta te m e n t o f  C h an g es  in  F in an c ia l P o si­
tion

Source of W orking Capitol 
From Operations:

($000)

Net in c o m e................................... $  6 0 ,1 0 3 $ 1 5 ,7 9 3
C h arg e s  n o t a ffe c tin g  

w orking capital: 
D e p re c ia tio n  and  

am o rtiza tio n .......... 6 7 ,7 8 0 6 7 ,7 2 9
D e fe rre d  in c o m e  

ta x e s ......................... 1 4 ,4 2 6 4 ,6 4 7
Equity in losses of as­

s o c ia te  co m ­
panies, net of d iv­
idends re c e iv e d .. 6 ,4 5 8 6 ,9 7 3

Financial accruals fo r  
other non-current 
lia b ilitie s .................. 9 ,4 3 3 7 ,0 1 3

P ro v is io n s  fo r  d is ­
posal o f c e rta in  
foreign operations  
n o t a ffe c tin g  
w orking  capital .. 6 ,0 8 8 1 1 ,3 1 7

Other items— n e t . . . . 2 ,0 6 7 5 ,7 7 4
W o rk in g  C ap ita l 

Provided from  
O perations. . . . 1 6 6 ,3 5 5 1 1 9 ,2 4 6

Additional funded d e b t .................. 4 2 ,5 7 0 1 3 ,3 0 0
Capitalized lease ob ligations. . . . — 1 ,4 5 0
Common Stock transactions........ 3 ,6 8 6 6 ,6 3 2
Retirem ent or sale o f property . 1 0 ,1 6 3 1 0 ,1 2 6
Current m aturity or collection of 

long-term  re c e iv a b le s ............ 8 ,1 4 6 8 ,6 9 5
O ther items— n e t ............................. — 5 ,3 2 5

T o ta l S ource  o f 
W orking Capi­
tal ....................... 2 3 0 ,9 2 0 1 6 4 ,7 7 4

Use of W orking Capital
Additions to property  (including 

capitalized le a s e s ) ................... 1 0 4 ,6 1 5 7 0 ,5 3 7
Current m aturity  o r paym ent of 

funded debt ................................. 2 1 ,2 3 7 4 5 ,3 1 7
Cash dividends p a id ....................... 1 9 ,8 3 9 1 8 ,1 5 3
O ther items— n e t ............................. 3 ,2 5 2 —

T o ta l U se o f 
W orking Capi­
ta l ....................... 1 4 8 ,9 4 3 1 3 4 ,0 0 7

Increase in W o rk ­
ing C a p ita l.. . . $  8 1 ,9 7 7 $ 3 0 ,7 6 7

Financial Resources w e re  Provided  
by

1 9 7 7
($ 0 0 0 )

1 9 7 6

Net income ( lo s s ).............................
Add (ded uct) incom e charges  

(credits) not affecting w o rk ­
ing capital

$ (1 8 9 ,7 4 6 ) $ 1 9 ,0 7 1

Depreciation and dep letio n .. 
Tax effect of tim ing d iffe r­

ences .......................................

6 8 ,9 4 7

(3 0 ,3 2 6 )

7 9 ,4 9 4

(1 3 ,4 8 1 )
Plant closing costs not affect­

ing w orking c a p ita l.......... 1 1 7 ,8 5 3
Equity in undistributed ea rn ­

ings of a ff il ia te d  com ­
panies....................................... (9 ,0 6 6 ) (1 1 ,4 5 2 )

O t h e r ..............................................
W o rk in g  c a p ita l p ro v id e d  by

1 ,6 5 4 1 ,3 9 5

(used in) o p e ra tio n s ................ ( 4 0 ,6 8 4 ) 7 5 ,0 2 7
Additions to long-term  d e b t........
D ecrease in investm ents  and

5 8 ,4 0 5 1 9 3 ,8 8 8

advances .......................................
Increase in o ther non-current 

liabilities and deferred cred­
its ......................................................

3 4 ,9 2 4

1 8 ,4 1 9 2 ,3 1 0
O t h e r ...................................................... ( 2 ,8 1 9 ) 2 ,8 9 8

Financial Resources w e re  Used for
6 8 ,2 4 5 2 7 4 ,1 2 3

Property a d d itio n s ........................... 8 0 ,5 0 2 1 1 7 ,6 8 0
Reduction of long-term  d e b t . . . . 7 3 ,7 6 2 4 8 ,2 8 6
Dividends d e c la re d ......................... 3 ,3 1 8 1 7 ,4 6 7
Increase in restricted fu n d s ........ 1 6 ,6 5 0 7 ,2 7 9

Increase (D ecrease) in W orking Cap­
ital ............................................................

1 7 4 ,2 3 2

$ (1 0 5 ,9 8 7 )

1 9 0 ,7 1 2  

$ 8 3 ,4 1 1
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Income or Loss From Continuing Operations

FM C C O R P O R A TIO N  (D EC )

Consolidated Changes in Financial Position

Source of working capital

1977 1976
($000)

Income from continuing operations. 
Items not affecting working capital:

$127,114 $117,568

Provision for depreciation.........
Provision for deferred Federal 

income tax regarding non-

77,986 61,853

current assets........................
Dividends received in excess of 

(less than) equity in earnings

8,178 9,678

of affiliated companies........
Unrealized translation loss on

(5,525) 1,648

long-term debt......................
Working capital provided from con­

tinuing operations........................

7,536

215,289

2,184

192,931
Loss from discontinued operations . 
Items not affecting working capital: 

Loss on disposal of non-current

(6,469) (37,411)

assets...................................... 9,267 122,812
Provision for depreciation..........
Deferred Federal income tax 

charge (credit) regarding

1,198 9,145

non-current assets................
Dividends received in excess of 

equity in earnings of af­
filiated company...................

82 (4,670)

2,135
Working capital provided from dis­

continued operations................. 4,078 92,011
Total working capital provided from

operations....................................
Disposal of property, plant and

219,367 284,942

equipment.................................... 5,128 7,217
Proceeds from long-term financing. 29,270 2,051
Sale of investment in affiliate........
Decrease in investment due to ac­

quisition of controlling interest

31,593

in affiliates................................... 20,534 —

Decrease in other investments......
Decrease (increase) in patents and

5,363 6,407

deferred charges......................... 3,191 (2,574)
Total....................................................
Application of working capital 
Additions to property, plant and

314,446 298,043

equipment....................................
Non-current assets of companies 

acquired:

171,135 117,032

Property, plant and equipment. 54,680 —
Other, net.................................... 5,239 —

Dividends paid to stockholders...... 39,402 36,117
Retirement of long-term debt......... 29,431 5,503
Other, net........................................... 3,210 (1,700)
Total.................................................... 303,097 156,952
Increase in working capital............. $ 11,349 $141,091

P. R. M ALLO RY & CO. INC. (DEC)

Consolidated Statem ents o f Changes in Financial Posi­
tion

1977 1976
(000)

Funds become available from: 
Earnings from continuing opera­

tions .......................................
Charges (credits) not affecting 

funds:
Depreciation and amortiza­

tion....................................
Minority interests in net 

earnings of consolidated
subsidiaries......................

Equity in net earnings of un­
consolidated foreign sub­
sidiaries and affiliates, 
net of dividends received 
Funds provided by con­

tinuing operations....
Discontinued operations.............
Charges (credits) not affecting 

funds:
Depreciation...........................
Equity earnings, net of di­

vidends ............................
Provision for noncurrent 

liabilities, net of income
taxes.................................
Funds provided by dis­

continued operations 
Funds provided by opera­

tions ...........................
Sale of common stock and exer­

cise of stock options...........
Issuance of sinking fund deben­

tures .......................................
Increase in other long-term debt 
Proceeds from metallurgical

equity investments................
Proceeds from disposal of prop­

erty, plant and equipment.. 
Other..............................................

These funds were used for:
Purchase of minority interest in 

European battery sub­
sidiaries .................................

Payment of revolving credit in­
debtedness .............................

Additions to property, plant and
equipment..............................

Dividend payments to sharehol­
ders .........................................

Resulting in increase (decrease) in 
working capital...........................

$13,567 $10,082

7,789

1,046

19,140

21,624

5,052
45,816

$(10,738)

6,582

756

(212) 1,139

22,190
(357)

18,559
149

463 454

1,640 (39)

632 —

2,378 564

24,568 19,123

1,409 14,956

1,067
30,000

913

4,742 —

4,272
(980)

35,078

545
(566)

64,971

20,000

17,185

4,028
41,213

$23,758
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NA TIO N A L CAN C O R P O R A TIO N  (D EC )

S ta tem ents  o f  C h an g es  in  F in a n c ia l P o sitio n

Source of Funds:
Continuing Operations:

Earnings from continuing op­
erations ............................

1977
($000)

$25,265

1976

$21,336
Non-cash items:

Depreciation.....................
Deferred income tax

17,913 16,530

provision.....................
Total from continuing 

operations before 
extraordinary

2,109 4,790

item......................
Discontinued Operations:

Operating loss from discon­
tinued operations...........

45,287

(2,191)

42,686

(700)
Non-cash items:

Depreciation..................... 1,141 1,060
Writeoff of goodwill......
Deferred income taxes 

from discontinued

7,728

operations.................
Reserve for loss on dis­

posal of discontinued

147 141

operations.................
Deferred income taxes 

(benefit) from loss on

(11,561)

disposal......................
Total (for) from dis­

continued opera­
tions ....................

(3,539)

(8,274) 500
Total from opera­

tions, before ex­
traordinary item . 37,013 43,187

Extraordinary item— utilization 
of net operating loss carry­
forwards of unconsolidated
international operations......

Increase in:
Short-term notes payable

2,050

and commercial paper... 
Accounts payable and other

25,905

liabilities........................... 7,832 19,899
Proceeds from financing...........
Issuance of Series C Preferred

45,000

Stock.......................................
Notes issued and debt assumed 

in connection with acquired

15,000

businesses..............................
Common stock issued for acqui­

sition of companies..............

7,124

4,518
Capitalized lease financing........
Carrying value of property, 

plant and equipment dispos­
als and reserves for discon­
tinued facilities of 
$2,946,000 in 1977...........

3,700

4,842

2,000

2,718
Other, net.................................... 805 (491)

82,148 138,956

Use of Funds:
Principal payments on long-term

debt.........................................
Expenditures for property, plant

and equipment......................
Capitalized leases......  ..............
Cash dividends.............................
Increase in:

Inventories.............................
Investments in and advances 

to international opera­
tions ................... ..............

Receivables............................
Purchase of businesses, exclu­

sive of net current assets 
and long-term debt assumed 

Decrease in short-term notes 
payable and commercial
paper ......................................

Investment in unconsolidated fi­
nancial services subsidiary .

Increase (Decrease) in Cash...........

5,783

29,376
3,700
6,786

12,441

6,272  
17,449

93
81,902 

$ 246

8,010

25,647
2,000
5,265

17,748

11,380
21,426

12,007

37,375

1,604 
142,465 

($ 3,509)



Working Capital Provided By Operations 355

Income or Loss Before Extraordinary Item

GULTON INDUSTRIES, INC. (FEB)

Consolidated Statement of Changes in Financial Posi­
tion

ETHAN ALLEN, INC. (SEP)

Consolidated Statements of Changes in Financial Posi­
tion

1977

Sources of Working Capital:
From operations:

Earnings before extraordinary
c r e d it .........................................

Items not affecting working capi­
tal in the current period: 
Depreciation and am ortiza­

tion.......................................
Deferred ta x e s ........................
Lo ss  on in ve stm e n t and

notes re ce iv a b le ..............
Other...........................................

Working capital provided 
by operations before 
extraordinary c re d it .

Extraordinary c r e d it ...........................
Additions to long-term debt..............
D isposals of property, plant and

equipm ent.......................................
Other.........................................................

Uses of Working Capital:
Purchases of property, plant and

equipm ent.......................................
Reduction of long-term d e b t............
D ividends................................................
Other........................................................

Increase in working ca p ita l..............

($ 000)

$ 1 ,8 4 9

2 ,0 0 8
248

466
244

4 ,7 9 5
123
745

36

5 ,6 9 9

2 ,4 4 9
1,341

343
114

4 ,2 4 7

$ 1 ,4 5 2

1976

$ 1 ,5 7 8

1,955
(383)

500
40

3 ,6 9 9
556
400

190
74

4 ,5 5 9

1 ,93 5
1,44 2

209

3 ,5 8 6  

$ 973

Sources of working capital 
From operations

Income (before e xtra o rd i­
nary item s)........................

Add item s not consum ing 
w orking capital 
Depreciation and amorti­

zation ...........................
D e fe rre d  ch a rg e s  and 

c r e d its , p r in c ip a lly
income ta x e s ..............
Working capital pro­

vided by opera­
tions ......................

E x tra o rd in a ry  item s of 
$ 3 0 0 ,0 0 0  and $ 2 ,1 5 6 ,0 0 0 , 
re sp e ctive ly , plus related 
deferred taxes of $ 3 0 0 ,0 0 0  
and $ 2 ,3 6 3 ,0 0 0  less insur­
ance proceeds of $ 8 3 6 ,0 0 0  
in 1976, collectible after one
y e a r .............................................

Increase in long-term  debt—  
capitalized lease obligations 

Disposals and other property, 
plant and equipment transac­
tions ...........................................

Issuance of stock— upon e xer­
cise of stock o p tio n s ............

Decrease in other assets and in­
vestments .................................

T a x  b enefits on e x e rc is e  of
employee stock o p tio n s.......

T o ta l.............................

Use of w orking capital
Additions to property, plant and

equipm ent.................................
Additions to property, plant and 

equipment from capitalized
le a ses.........................................

D ividends.........................................
Purchase of C lass B stock w ar­

rants ...........................................
Current maturities and payments

of long-term d eb t...................
Increase in deferred charges . . .  
Increase in investments in and 

advances to unconsolidated
com panies.................................

Acquisition of treasury stock . . .  
Increase in other assets and in­

vestm ents, principally funds 
held by trustees for con­
struction ....................................

T o ta l.............................
Increase in working c a p ita l..............
Working capital— b e g in n in g ............

Working capital— e n d ........................

1977 1976
($000)

$ 8 ,7 0 5  $ 7,911

2 ,9 7 9

957

12,641

600

1 ,9 3 7

402

10

836

15

16,441

6 ,9 8 7

935
1 ,6 0 9

1 ,23 5
204

75
140

1 ,19 4

1 2 ,3 7 9

4 ,0 6 2
7 4 ,7 7 0

$ 7 8 ,8 3 2

2 ,8 9 8

1,158

1 1 ,9 6 7

3 ,6 8 3

899

31

130

12
1 6,7 22

4 ,1 3 4

1 ,61 5

1 ,02 8

930
4 48

291
158

8 ,6 0 4

8 ,1 1 8
6 6 ,6 5 2

$ 7 4 ,7 7 0
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In c o m e  B e fo re  C u m u la tiv e  E ffe c t o f  A c c o u n tin g
C h ange

BU RND Y CO R PO R ATIO N  (DEC)

C o n s o lid a te d  S ta te m e n ts  o f  C h an g es  in  F in a n c ia l P osi­
tion

1 9 7 7
($ 0 0 0 )

1 9 7 6

Additions to W orking Capitol:
Operations:

Earnings before cum ulative e f­
fect of accounting ch ange. . .  $ 1 1 ,9 9 4  $ 1 0 ,1 5 9

Items not requiring an outlay of 
w orking capital:
Depreciation and am ortiza­

tion ............................................. 4 ,5 7 9  4 ,2 3 0
D eferred income ta x e s .......... 1 5 9 2 3 8

Equity in net earnings of uncon­
solidated a f f i l ia te s ...................  (1 5 2 )  (3 7 0 )
W o rk in g  c a p ita l p ro v id ed

from  o p e ra tio n s .................. 1 6 ,5 8 0 1 4 ,2 5 7
Cumulative effect of account­

ing change.............................  4 5 0  —
1 7 ,0 3 0 1 4 ,2 5 7

Proceeds from  long-term  d e b t .......... 3 ,8 9 9 —

Stock options and a w a rd s ................... 3 4 8 901
$ 2 1 ,2 7 7 $ 1 5 ,1 5 8

Applications of W orking Capital: 
Acquisitions of p roperty , plant and

eq u ip m e n t............................................ $  7 ,2 6 2 $  5 ,8 4 2
Dividends on common s to c k .............. 4 ,1 8 1 3 ,7 2 2
Purchase of treasury s to c k ................ 1 ,2 5 4 1 ,1 4 8
Reduction in long-term  d e b t .............. 2 ,4 9 9 1 ,471
Increase in investments and other

assets ...................................................... 8 1 7 2 2 8
Increase in w orking c a p ita l................ 5 ,2 6 4 2 ,7 4 7

$ 2 1 ,2 7 7 $ 1 5 ,1 5 8

SOURCES AND USES

Paragraph 14 of Opinion No. 19 states:
In addition to working capital or cash provided from 

operations (see paragraph 10) and changes in ele­
ments of working capital (see paragraph 12), the 
Statement should clearly disclose:

a. Outlays for purchase of long-term assets (identify­
ing separately such items as investments, property, 
and intangibles).

b. Proceeds from sale (or working capital or cash 
provided by sale) of long-term assets (identifying sepa­
rately such items as investments, property, and intan­
gibles) not in the normal course of business, less re­
lated expenses involving the current use of working 
capital or cash.

c. Conversion of long-term debt or preferred stock to 
common stock.

d. Issuance, assumption, redemption, and repay­
ment of long-term debt.

e. Issuance, redemption, or purchase of capital 
stock for cash or for assets other than cash.

f. Dividends in cash or in kind or other distributions 
to shareholders (except stock dividends and stock 
split-ups as defined in ARB No. 43, Chapter 7B— Stock 
Dividends and Stock Split-Ups).

Table 5-4 summarizes sources and uses most frequently 
disclosed in the statements of the survey companies. In addi­
tion to the information shown in Table 5-4, 56 companies 
presented a caption showing capitalized leases as a source, 
and 54 companies presented a caption showing decreases in 
capitalized leases as a use. Examples of sources and uses 
follow.

T A B L E  5-4: SO U R C ES A N D  USES

Num ber of Companies

Sources
1 9 7 7 1 9 7 6 1 9 7 5 1 9 7 4

Issuance of long-term  debt . 
Sale, disposal, o r retirem ent

461 4 7 8 4 8 3 4 9 7

of p ro p e rty ........................... 4 1 7 4 2 7 4 2 8 4 0 5
Issuance of capital s to c k . . . . 3 5 4 331 2 7 4 2 9 6
In v e s tm e n ts ................................. 125 11 5 10 8 112
Noncurrent rec e iv ab le s ..........
Uses

76 6 3 53 56

Property ....................................... 5 9 4 5 9 4 5 9 5 5 9 5
Long-term  D e b t ......................... 541 5 7 8 5 5 3 5 6 6
Dividends ..................................... 5 3 3 5 3 6 5 3 0 5 3 9
Investments ...............................
Purchase, redem ption, or re ­

tirem ent of capital stock

211

193

2 1 2

1 6 8

2 0 7

2 4 3

2 1 9

2 5 8
Noncurrent rec e iv ab le s .......... 74 61 3 4 3 4
Intangibles ................................... 51 4 4 4 6 4 9
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Property Debt

ST. REGIS PAPER CO M PAN Y (DEC)

Statements of Changes in Consolidated Financial Posi­
tion

Source of funds:
Operations:

Net earnings................................
Changes (credits) not requiring 

current outlays of working 
capital:
Depreciation, depletion, and

amortization....................
Equity in undistributed earn­

ings of non-consolidated
affiliates...........................

Deferred income taxes........
Other non-cash charges

(credits), n e t...................
Funds provided from op­

erations......................
Issuance of long-term debt:

Foreign.........................................
8⅞ %  promissory notes.............
10% promissory notes..............
O ther............................................

Capitalized lease obligations...........
Total ................................

Issuance of common stock..............
Other:

Property, plant, and equipment
retirements............................

Other, net....................................
Total ................................
Total source of funds.... 

Application of funds:
Property, plant, and equipment ad­

ditions:
Land, buildings, and equipment 
Timberlands and cutting rights .
Leased property...........................

Total ................................
Decrease in unexpended con­

struction funds ......................
Reduction of long-term debt...........
Exchange of long-term debt...........
Conversion of long-term debt.........
Cash dividends...................................
Additions to investments.................
Increase in advance payments under

timber-purchase contracts........
Increase in working capital (see be­

low) ...............................................
Total application of funds

BO BBIE BROO KS, IN C O R PO R ATED  (APR)

Consolidated Statement of Changes in Financial Posi­
tion

1977 1976 1977 1976
($000)

Sources of working capital:
($000)

$106,786 $107,533
Provided by (applied to) opera­

tions:
Income (loss) before ex­

traordinary tax credit... 
Items not involving working

$(17,942) $ 381

capital:
77 ,127 71,723 Depreciation ...................

Deferred income taxes
2,263 3,088

and other credits .. .. (186) (307)
(4,481)
27,000

(1,362)
18,000

Goodwill charged to op­
erations...................... 2,188 211

Provision for loss on idle
4,230 (1,937) facilities..................... 2,000 —

210,662 193,957
Total provided by (applied to) 

operations, before extraor­
dinary tax credit................... (11,677) 3,373

666 15,464 Extraordinary tax credit—
175,481 utilization of operating loss

45,000 carryforward......................... — 341
19,824 

5,033 
201,004 

6,527

29,934

90,398
35,595

Total provided by (applied to)
operations..............................

Long-term debt incurred...........
Unamortized cost of property

(11,677)

8,266

3,714
274

1,292assets sold............................
Total ................................ (3,411) 5,280

2,231 5,244 Applications of working capital:
4,106 2,299 Additions to property assets.... 1,000 1,328
6,337 7,543 Long-term debt:

$424,530 $327,493 Current maturities and other
3,518 4,574prepayments...................

Amount to be repaid upon

$ 73,056 
19,865

$133,037
39,985

consummation of re­
financing agreement......

Sundry— net.................................
2,856

84 (139)

7,927 Total ................................ 7,458 5,763

100,848 172,022 Decrease in working capital........... (10,869) (483)
Working capital at beginning of year 34,874 35,357

(413) (4,125) Working capital at end of year...... $24,005 $34,874
30,723
75,000

44,835

3,543 34,177
44,735 40,061

8,013 14,894

399 11,078

161,682 14,551
$424,530 $327,493
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E L E C T R I C  H O S E  &  R U B B E R  C O M P A N Y  ( A U G )

Consolidated Statements of Changes in Financial Posi­
tion

1977 1976
($000)

Working Capital Provided By:—  
Operations:

Income (loss) before ex­
traordinary item ............. $ 821 $(14,901)

Expenses (income) not af­
fecting working capital—  
Provision for Wilmington 

plant abandonment .. 18,103
Depreciation and amorti­

zation ......................... 1,212 1,578
Deferred taxes on 

income— non-current 
portion........................ (1,632)

Gain on sale of property (6) (25)
Working capital pro­

vided by opera­
tions .................... 2,027 3,122

Working capital provided by ex­
traordinary item— utilization 
of net operating loss car­
ryforward................................

Additions to long-term debt, in­
cluding $1,733,300 reclas­
sified non-current as a result 
of obtaining waivers for debt 
defaults in 1977 and 
$1,178,100 in connection 
with acquisition of Hein
Companies in 1976..............

Proceeds from sale of W il­
mington equipment..............

Proceeds from property sales .. 
Proceeds from sale of preferred

stock.......................................
Utilization of construction funds 

in escrow................................

848

1,826

266
23

1,000

5,991

1,239

33

164
4,559

Working Capital Used For:
Reduction of long-term indebt­

edness, including
$5,843,800 classified cur­
rent as a result of debt de­
faults in 1976........  185

Adjustment to carry value of es­
timated net recoverable cost 
of Wilmington plant and
equipment..............  400

Reduction in estimated costs and 
expenses relating to Wil­
mington plant abandonment 
and related adjustments not 
affecting working capital.. ..  494

Property additions including 
$477,300 in 1976 relating 
to acquisition of Hein Com­
panies......................  2,330

Cash dividends paid... —
Deferred plant start-up costs ... 156
Intangibles arising as part of

purchase of Hein Companies —
Other, net....................  20

3,587
Increase (decrease) in working 

capital, including $617,700  
in 1976 of working capital of 
Hein Companies at acquisi­
tion..........................  2,404

Working capital:
At beginning of y e a r........... 5,133
At end of year......  $7,538

6,883

1,912
290

34

307
8

9,437

(4,877)

10,011
$ 5,133
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M. H. FISHM AN CO. INC. (DEC)

C o n s o lid a te d  S ta te m e n ts  o f  C h an g es  in  F in a n c ia l P o si­
tion

XER O X C O R PO R ATIO N  (DEC)

C o n so lid a ted  S ta te m e n ts  o f  C h an g es  in  F in an c ia l P o s i­
tion

1977 1976 1977 1976

($ 000) ($ 000)
Financial resources provided by: Working Capital Provided by

Operations; Operations
Income before extraordinary Net incom e...................................... $ 4 0 6 ,6 2 7 $ 3 6 1 ,6 8 3

c re d its ................................. $107 $320 Charges (credits) not affecting
Items not affecting working working capital

capital during the year: D e p re cia tio n  of re n ta l
Loss on sale of land and equipm ent.......................... 4 8 4 ,1 7 6 5 0 1 ,6 8 2

bu ild in g ........................ 53 Depreciation of buildings and
Depreciation and amorti­

zation ...........................
Amortization of imputed

182 177
equipm ent..........................

O utside sh a re h o ld e rs ' in ­
terests in in co m e ............

1 3 6 ,2 7 6

6 9 ,3 0 3

121,681

6 8 ,5 0 0
interest on long-term Trade receivables due after
deb t............................... 128 157 one y e a r ............................. (8 4 ,6 0 6 ) (1 7 ,7 9 9 )

Working capital provided by 
operations, exclusive of 
extraordinary c re d its . . . . 4 19 708

Net book va lu e  of rental 
equipment sales and dis­
p o sa ls .................................. 6 9 ,1 4 7 4 2 ,1 0 9

Extraordinary credit— utilization O t h e r ......................................... 24,691 1 1 ,4 4 7

of net operating loss ca r­
ryover ....................................... 120 420

Working capital provided by opera­
tions .................................................. 1 ,1 0 5 ,6 1 4 1 ,0 8 9 ,3 0 3

Obligation under capital lease .. 
P ro ce e ds from  sa le  of f ixe d

190 Disposals of discontinued opera­
tions' a sse ts .................................... 3 3 ,4 7 2 4 1 ,7 0 2

assets— n e t ............................. 35 Deferred income taxe s becoming
Other— net .................................... 9 80 current.............................................. (2 ,2 4 7 ) 6 4 ,6 8 6

Total resources pro­
v ided...................... 739 1,245

New long-term d e b t...........................
Other .......................................................

3 4 ,1 1 7
3 ,2 7 6

7 1 ,9 9 4
3 1 ,1 1 2

Financial resources used for: Working capital p ro v id e d ................. 1 ,1 7 4 ,2 3 2 1 ,2 9 8 ,7 9 7

Assets under capital le a s e s ....... 190 Working Capital Used for
Purchase of fixed a s se ts ............ 11 19 Additions to rental equipment and
Current payment due under Plan related inventories........................ 5 5 1 ,6 6 8 4 5 5 ,4 4 5

of A rrangem ent...................... 603 729 A dditions to land, build ings and
D e crea se  in lo ng-term  debt. equipm ent....................................... 1 6 8 ,1 7 3 141,231

other than amounts due to Payments made or due within one
Pre-Chapter XI Cred itors. . . . 137 27 year on long-term d e b t .............. 1 4 1 ,1 8 5 1 8 1 ,0 4 7

Increase in other a sse ts ..............

Total resources used

143

1,08 5 776

Repurchases of 5 %  and 6 %  conver­
tible subordinated debentures .. 1 5 ,9 0 4 _

lncrease/(decrease) in w orking capi­
tal ....................................................... ($ 346) $469

Dividends declared— Xero x Corpo­
ration shareholders...................... 1 1 9 ,2 8 5 8 7 ,5 1 8

D iv id e n d s  d e c la re d — o utside
sh a re h o ld e rs.................................. 5 6 ,2 7 3 2 8 ,2 4 6

Working capital u se d ...................... 1 ,0 5 2 ,4 8 8 8 9 3 ,4 8 7

Working Capital In creased ...............
W orking Capital at Beginning of

1 2 1 ,7 4 4 4 0 5 ,3 1 0

Y e a r................................................... 9 7 8 ,1 6 5 5 7 2 ,8 5 5

Working Capital at End of Year . . . . $ 1 ,0 9 9 ,9 0 9 $ 9 7 8 ,1 6 5
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Capital Stock MEDUSA CORPORATION (DEC)

INTERNATIONAL BUSINESS MACHINES 
CORPORATION (DEC)

C o n so lid a ted  S ta te m e n ts  o f  C h an g es  in  F in an c ia l P o s i­
tion

1 9 7 7 1 9 7 6

C o n so lid a ted  S ta te m e n t o f  C h an g es in  F in an c ia l P osi­
tion Funds provided from :

($ 0 0 0 )

1 9 7 7 1 9 7 6 Operations:
$ 1 3 ,9 2 4 $ 1 1 ,5 4 5N et earnings fo r the y e a r . . .  

Items not requiring outlay of 
current funds: 
Depreciation and deple­

tio n .....................................
Income ta x  and invest­

m e n t c re d it  d e fe r ­
ments ...............................

Loss on disposal of fixed
assets ...............................

O t h e r .......................................
Total from  operations

Long-term  debt issued...................
Proceeds (less gain in 1 9 7 7 )  

from  sale of fixed  assets . . .  
Common shares issued under

purchase ag re em en ts ..............
Com m on sh ares  issued upon  

conversion of debentures . . .  
Com m on sh ares  issued upon  

exercise of stock o p tio n s . . .  
Sundry sources...................................

Funds used for:
P roperty , plant and equipm ent

e x p e n d itu re s ...............................
Reduction of long-term  d e b t . . . .
Conversion of d e b en tu re s ............
Cash d iv idends...................................
P roperty , plant and equipm ent 

o f b u s in es se s  p u rc h a s e d  
(excluding net current assets 
acquired of $ 4 ,8 2 3 ,0 0 0  in
1 9 7 7 ) ..............................................

Sundry purposes ...............................

Increase in w orking c a p ita l................
W orking capital a t beginning of 

y e a r ..................................................
W orking capital at end of y e a r ........

Source of W orking Capital:
(D ollars in thousands)

Net e a rn in g s ....................................... $ 2 ,7 1 9 ,4 1 4 $ 2 ,3 9 8 ,0 9 3
Depreciation and o ther items not 1 3 ,8 2 2 1 2 ,9 3 6

requiring the current use of
w orking c a p ita l ......................... 2 ,5 5 3 ,8 5 2 2 ,2 3 7 ,9 7 0

Total from  o p e ra tio n s ................... 5 ,2 7 3 ,2 6 6 4 ,6 3 6 ,0 6 3 1 ,4 9 6 6 6 7
Proceeds from  stock sold under

em ployee p la n s ......................... 3 0 5 ,6 9 8 2 9 3 ,8 6 2 15 5 9 8 3
Long-term  b o rro w in g s ................... 2 2 ,7 0 1 2 4 ,8 0 0 9 2 10 3

5 ,6 0 1 ,6 6 5 4 ,9 5 4 ,7 2 5 2 9 ,4 8 9 2 6 ,2 3 4
Application of W orking Capital: 1 5 ,0 0 0

In v e s tm e n t in p la n t ,  re n ta l
machines and other property 3 ,3 9 4 ,7 4 1 2 ,5 1 8 ,2 3 4 1 ,2 4 3 1 ,2 3 8

Less: Depreciation of m anufac­
turing facilities capitalized in 8 ,1 6 3 3 6
rental m a ch ines ......................... 1 9 3 ,3 5 3 1 4 1 ,1 1 5

3 ,2 0 1 ,3 8 8 2 ,3 7 7 ,1 1 9 3 9 8

Increase in de ferred  charges and
2 3 0other a s s e ts ................................. 1 7 6 ,3 5 1 8 8 ,0 8 3

4 3 4Cash dividends paid or payable 1 ,9 1 0 ,7 4 7 1 ,2 0 3 ,7 9 1 8 5

Reduction of long-term  d e b t . . . .  
Treasury  stock purchased fo r

4 2 ,0 5 2 4 4 ,7 8 8 3 9 ,6 0 8 4 2 ,9 4 2

em ployee p la n ........................... 3 4 0 ,6 4 1 1 5 4 ,6 4 8
C ap ita l stock p u rchased  and 1 4 ,9 8 2 9 ,1 8 2

ca n c e le d ......................................... 9 0 4 ,5 3 8 — 2 ,3 4 8 1 5 ,1 7 9

Increase (D ecrease) in W orking Cap­
ital ............................................................

6 ,5 7 5 ,7 1 7 3 ,8 6 8 ,4 2 9 3 9 8
4 ,9 9 8 3 ,9 9 7

$ ( 9 7 4 ,0 5 2 ) $ 1 ,0 8 6 ,2 9 6

1 3 ,3 6 5 2 ,1 7 6
2 ,0 7 3 1 ,1 4 6

3 8 ,1 6 4 3 1 ,6 6 0
1 ,4 4 4 1 1 ,2 8 2

4 4 ,9 8 4 3 3 ,7 0 2
$ 4 6 ,4 2 8 $ 4 4 ,9 8 4
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NATIONAL STEEL CORPORATION (DEC)

Statements of Consolidated Changes in Financial Posi­
tion

1977 1976

Source of Funds 
From operations:

Net incom e...............................
Charges (credits) to income 

w hich  did not in vo lve  
current expenditure  or 
receipt of funds: 
Depreciation and deple­

tion.................................
Deferred income ta x e s ..  
Equity in undistributed 

e a rn in g s  of a s ­
sociated com panies.. 

Tota l From  O p e ra ­
tions ......................

Long-term borrow ings.................
Assets sold and retired...............
Common stock issued for stock 

option and sold  to 
employees' stock investment
p la n s ...........................................

All other— n e t ...............................

Total Source of Funds

Use of Funds
E xp e n d itu re s  fo r p lant and 

equ ipm en t, in c lu d in g  in ­
vestments in raw  m aterials
co m panies.................................

Cash d iv id en ds...............................
Payments and other reductions

of long-term d eb t...................
Increase in working c a p ita l.......
Purchase of common stock for

tr e a s u r y ....................................
All other— n e t ...............................

Total Use of Funds...

($ 000)

$ 6 0 ,1 2 5

1 3 6 ,8 7 4
4 1 ,8 1 9

(1 1 ,9 6 9 )

2 2 6 ,8 4 9
- 0-

3 ,2 1 8

7 ,9 1 6
1 1 ,1 6 7

$ 2 4 9 ,1 5 0

$ 1 6 1 ,6 9 4
4 8 ,2 3 2

2 1 ,5 6 0
1 3 ,9 1 4

3 ,7 5 0
- 0-

$ 2 4 9 ,1 5 0

$ 8 5 ,7 3 7

1 2 7 ,3 1 0
5 2 ,1 6 9

(1 0 ,6 7 9 )

2 5 4 ,5 3 7
2 3 1 ,3 7 9

4 ,0 3 5

14,4 47
- 0-

$ 5 0 4 ,3 9 8

$270,931
4 7 ,3 7 0

2 1 ,8 5 6
1 6 0 ,9 8 0

- 0-

3,261

$ 5 0 4 ,3 9 8

THE PANTASOTE COMPANY (DEC)

Statements of Changes in Consolidated Financial Posi­
tion

1977 1976

($000)
Resources Provided

Income before extraordinary in­
co m e ...........................................  $ 2 ,0 6 4  $ 3 ,1 2 8

Add (deduct) items not affecting 
working capital:
Depreciation ............................ 2 ,6 4 6  1,99 3
A m o rtiza tio n  of d e fe rre d

ch a rg e s ...............................  4 4  63
Deferred income t a x e s ......... 25 205
Deferred investment credits 133 83
Deferred compensation and 

te rm in a tio n  indem nity
p a y ........................................ 4 3 0  395

Equity in net incom e of
50% -ow ned a ffilia te s . . .  (27) (155)

Gain on sale of property and
p la n t....................................  (246)

Resources provided from 
operations exclusive 
of extraord inary in­
co m e.............................  5 ,0 6 9  5 ,7 1 2

Extraordinary incom e...................  2 17  253
Proceeds from disposal of prop­

erty and p lant..........................  1 ,0 5 4
Additions to long-term debt.......  6 ,3 5 9  2 ,6 0 8
Sale of common s to ck .................  105
O t h e r ................................................  52

Total Resources Provided 1 2 ,8 0 4  8 ,6 2 5

Resources Applied
Additions to property, plant and

equipm ent................................. 6 ,5 3 0  3 ,5 4 0
Reduction of long-term d e b t. . . .  3 ,0 1 7  538
Dividends on common stock . . . .  1,091 628
Payments of termination indem­

nity p ay...................................... 115 288
Investments in and advances to 

(rep aym en ts from ) 5 0 % -
owned a ffilia tes......................  (6 0) 510

Additions to deferred c h a rg e s .. 113 15
Assets of acquired companies,

net of working cap ita l..........  299
Common stock purchased..........  42 18
O t h e r ................................................  32

Total Resources Applied. 1 1 ,1 7 9  5 ,5 3 7

Increase in W orking C a p ita l............  1 ,6 2 5  3 ,0 8 8
W orking Capital at beginn ing........... 1 5 ,1 3 8  1 2 ,0 5 0

Working Capital at end......................  $ 1 6 ,7 6 3  $ 1 5 ,1 3 8
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Dividends ELTRA CORPORATION (SEP)

DART INDUSTRIES INC. (DEC)

Statement of Changes in Financial Position

Consolidated Statement of Changes in Financial Posi­
tion

1977 1976

1977 1976

Working Capital Provided by:
Net e a rn in g s ..................................
Items not affecting working capi­

tal—
Depreciation and am ortiza­

tion.......................................
Deferred income t a x e s .........

Provided by operations.........
Increase in long term debt and

capital lease obligations.......
Reduction of investment in re­

sort developm ent...................
Dispositions of properties, in­

vestments and other a sse ts .
Other ................................................

Total Working Capital Provided . . . .  
Working Capital Used for:

Properties acquired......................
Cash dividends paid—

Preferred S to c k ......................
Common S to c k ........................

Decrease in long term debt and
capital lease obligations.......

O t h e r ................................................

Total Working Capital U sed..............

Working Capital In c re a s e .................

($ 000)

$ 1 0 9 ,1 9 6

5 9 ,4 2 3
4 ,3 0 0

1 7 2 ,9 1 9

7 ,8 4 8

3 , 902

7,261
3 ,6 7 6

1 9 5 ,6 0 6

94,571

5 , 902 
2 2 ,7 8 7

1 0,9 45 
6 ,4 5 0  

1 4 0 ,6 5 5  

$ 54,951

$ 1 0 1 ,6 1 3

5 2 ,4 2 2
5 ,1 0 0

1 5 9,135

3 5 ,5 3 0

12,010

1 3,2 46
7 ,5 6 8

2 2 7 ,4 8 9

1 2 0,604

5 ,9 0 8
15,0 45

1 0,8 69 
3 ,5 4 0  

1 5 5,966 

$ 7 1 ,5 23

Financial resources provided by:
Net incom e............................................
Income charges (credits) not affect­

ing working capital:
Depreciation .........................................
Minority interests.................................
Deferred taxes on in co m e ................
Equity in earn ings of equipm ent

leasing co m panies........................

Working capital provided by opera­
tions ..................................................

Proceeds of long-term borrowings . 
Proceeds from exercise  of stock op­

tions ..................................................
D isposals of property, plant and 

equipm ent.......................................

Financial resources used for: 
Additions to property, plant and

equipm ent.......................................
A d va n ce s to equipm ent le a sin g  

companies, principally for cur­
rent leveraged lease ta x  deduc­
tions and payments for earned
investment tax credits.................

Repayment and retirement of long­
term debt.........................................

Purchase of treasury sh a re s............
Cash d ividends......................................
Dividends paid by subsidiaries to

minority shareh o lders.................
O t h e r .......................................................

Increase in w orking c a p ita l..............

($000)

$ 4 2 ,5 2 0

1 8 ,9 7 3
1 ,60 5
6 ,8 2 8

(3 ,4 0 4 )

6 6 ,5 2 3
6 ,3 3 2

853

1,666
7 5 ,3 7 6

34,241

4 ,6 7 2

2,501
165

1 3 ,1 8 0

4 96
546

5 5 ,8 0 5
$ 1 9 ,5 7 0

$ 4 0 ,6 9 6

16,851
649

7,441

(2 ,8 7 0 )

6 2 ,7 6 9
5 4 ,9 0 5

458

973

1 1 9 ,1 0 6

3 0 ,4 4 6

2 ,9 0 9

2 1 ,1 4 6
27

1 2 ,8 7 6

392 
1 ,33 7  

6 9 ,1 3 6  
$ 4 9 ,9 7 0
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Purchase Method Business Combination LIGGETT GROUP INC. (DEC)

LEAR SIEGLER, INC. (JUN)

Consolidated Statement of Changes in Financial Posi­
tion

1977 1976

Sources of Working Capitol
Net e a rn in g s .........................................
Charges (credits) to net earnings not 

affecting working capital: 
Depreciation and am ortization..
Deferred income t a x e s ...............
Other ................................................

Working capital provided by
operations..........................

Long-term obligations:
Financing of Royal acquisition ..
Other additions...............................

Dispositions of property, plant and
equipm ent.......................................

Increase in other deferred liabilities

Uses of Working Capital
Acquisitions, principally Royal 

(including w o rk in g  capital 
acquired of $ 7 8 ,5 4 6 ,0 0 0 ): 
Property, plant and equip­

ment ....................................
Long-term o b lig a tio n s..........
Other asse ts.............................
Deferred lia b ilit ie s.................

Additions to property, plant and
equipm ent.................................

Increase in other a sse ts ..............
Reductions of long-term obliga­

tions ...........................................
Cash d iv idends...............................
Treasury stock transactions.......

Increase in Working C a p ita l............
W orking capital at beginning of year 

Working capital at end of y e a r .......

($000)

$ 3 7 ,0 5 5

16,361
(1 ,6 0 6 )

1 ,30 3

5 3 ,1 1 3

5 0 ,0 0 0
17,041

3 ,5 4 7
519

1 2 4 ,2 2 0

4 4 ,2 1 3
(4 9 ,6 7 6 )

2 0 ,8 5 7
(4 ,1 8 6 )

1 1 ,2 0 8

1 9 ,0 6 7
2 ,3 5 9

3 3 ,4 2 2
10,121

(9 40)

7 5 ,2 3 7

4 8 ,9 8 3
1 6 4 ,4 3 0

$ 2 1 3 ,4 1 3

$ 2 5 ,4 1 2

1 2 ,6 7 6
(143)

171

3 8 ,1 1 6

1 4,1 54

5 ,1 6 9
629

5 8 ,0 6 8

1 ,8 1 7

1 ,81 7

12,711
7 ,2 9 0

27,141
7 ,9 1 4

432

5 7 ,3 0 5

763
1 6 3 ,6 6 7

$ 1 6 4 ,4 3 0

Statement of Changes in Consolidated Financial Posi­
tion

1977 1976

(D ollars in thousands)
Source of Funds 

From operations
Net e a rn in g s ............................ $ 2 ,6 0 4  $ 3 8 ,9 8 7
Items not affecting working 

capital
Revaluation of assets of 

Perk Foods Co. Incor­
p o ra te d , net of 
$ 7 ,7 0 0  reduction in
working c a p ita l......... 2 8 ,8 0 0  —

Depreciation and amorti­
za tio n ............................ 1 8 ,6 9 3  1 6 ,5 0 8

Provision (credit) for de­
ferred income t a x e s . (1 ,6 3 4 ) 3 ,6 8 3

O t h e r ..................................  (4 8 1 ) (216)

Working capital from operations 4 7 ,9 8 2  5 8 ,9 6 2
Additional long-term d e b t........... 2 87  7 9 ,9 0 4
Proceeds from sale of property,

plant and equipm ent..............  2 ,6 6 9  1,97 3
Issuance of $ 5 .2 5  preference

s to ck ...........................................  —  2 ,1 8 8
O t h e r ................................................  2 ,5 1 7  1,971

Total ...........................  5 3 ,4 5 5  1 4 4 ,9 9 8

Application of Funds
D ividends.........................................  2 4 ,2 8 9  2 2 ,2 5 6
Business purchased in 19 7 7 , 

less net current assets of 
$ 1 ,2 0 6
Property, plant, and equip­

ment, and other assets . 1 0 ,1 2 6  —
G oodw ill....................................  9 ,9 8 0  —
Long-term debt assum ed. . . .  (2 ,3 1 2 ) —

Purchase of property, plant, and
equipm ent................................. 1 9 ,2 4 3  2 5 ,0 2 6

Reduction of long-term d e b t. . . .  9 ,3 0 3  7 ,6 7 8
A d d itio n s  to fra n c h is e s  and

g o o d w ill....................................  —  2 ,1 9 3
O t h e r ................................................  421 4 ,4 3 2

Total ............................ 7 1 ,0 5 0  6 1 ,5 8 5

Increase (D ecrease) in Working Cap­
it a l .....................................................  $ (1 7 ,5 9 5 ) $ 8 3 , 4 1 3
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NEPTUNE INTERNATIONAL CORPORATION (DEC)

Consolidated Statement of Changes in Financial Posi­
tion

Source of Funds
Net income.........................................
Items not using funds:

Depreciation and amortization..
Other..............................................
Working capital provided from
operations....................................

Increase in long-term debt..............
Other....................................................

Total source of funds.... 
Application of Funds 
Acquired companies at dates of ac­
quisition less working capital ac­
quired—  1977, $1,405; 1976, 
$388

Property.................................
Purchased technology.........
Other assets...........................
Long-term debt acquired ....

Investment in property....................
Reduction of long-term debt...........
Cash dividends...................................
Other....................................................

Total funds applied........
Net increase in working 
capital..............................

1977 1976
(thousands of dollars)

$ 6,356

2,475
200

9,031
3,657

956
13,644

$ 5,487

2,859
428

8,774
7,290
1,175

17,239

3,664 148
3,445 2,225

360 24
(1,016) —
6,453 2,397
2,153 2,134

872 798
1,875 1,490
1,307 1,498

12,660 8,317

$ 984 $ 8,922

TWENTIETH CENTURY-FOX FILM CORPORATION 
(DEC)

Statements of Changes in Consolidated Financial Posi­
tion

1977 1976
(in thousands)

Financial Resources Provided By:
Net earnings............................... $ 50,780 $ 10,702
Add (deduct) items not affecting

working capital:
Depreciation and amortiza­

tion of non-current as­
sets ................................... 11,192 7,800

Changes in long-term net­
work receivables........... 3,421 (2,627)

Other....................................... 1,298 628
Working capital provided by opera­

tions .............................................. 66,691 16,503
Borrowings under credit agreement 4,500 25,500
Bank borrowings— other................. — 7,455
Increase in mortgages payable and

other long term liabilities.......... 1,656 —

Borrowings from insurance com­
panies............................................ 20,000

Working capital provided by reduc­
tion of non-current film costs... 91,533 82,295

$164,380 $151,753
Financial Resources Used For:

Purchase of Coca-Cola Bottling
Midwest Inc.:
Working capital acquired.... $ 5,845 $ —
Long-term liabilities as­

sumed................................ (4,930)
Property, plant and equip­

ment ................................. 18,534
Other assets........................... 8,386 —

Total acquisition cost.... 27,835 —
Additions to non-current film costs. 76,173 90,282
Additions to property and equipment 6,713 15,150
Payments of cash dividends........... 4,583 3,785
Increase in investments, long-term

receivables and other................ 4,713 321
Decrease in mortgages payable and

other long-term liabilities.......... — 1,466
Decrease in guarantees of produc­

ers' borrowings........................... 607 5,835
Payment of bank borrowings under

credit agreement......................... 4,500 33,500
Payment of bank borrowings—

other.............................................. 2,639 —

Increase in working capital............. 36,617 1,414
$164,380 $151,753
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Spin-Off Investments

O X FO R D  IN D U S TR IE S , INC. (M AY)

C o n so lid a ted  S ta te m e n ts  o f  C h an g es  in  F in an c ia l P osi­
tion

Source of Funds:
Earnings from continuing opera­

tions .......................................

1977
($000)

$ 5,138

1976 

$ 5,906
Add expenses not requiring out­

lay of working capital: 
Depreciation and leasehold

amortization..................... 2,798 2,740
Deferred income taxes........

Funds provided from con­
tinuing operations....

(402)

7,534

(11)

8,635
Dividend received from Lanier

Business Products, Inc.........
Earnings transferred from Lanier

5,000

Business Products Division.. 
Proceeds from sale of property,

2,135

plant and equipment............. 1,983
Increase in long-term debt........
Proceeds from exercise of stock

243 269

options.................................... 171 47

Application of Funds:
Acquisition of property, plant

9,931 16,086

and equipment......................
Contribution to capital of Lanier

3,997 3,603

Business Products, Inc......... 2,078 3,575
Reduction of long-term debt.... 2,121 1,736
Dividends paid............................ 2,021 1,792
Other, net.................................... (40) 102

(Decrease) Increase in Working Cap­
ital .................................................

10,177 

$ (246)

10,808 

$ 5,278
Other Changes— Spin-off of net as­

sets of Lanier Business Prod­
ucts, Inc.:
Net assets at May 28, 1976... $16,313
Net earnings for yea r................
Contribution to capital by Oxford

6,725

Industries, Inc........................ 2,078
Net assets at June 3, 1977 25,116
Distribution to stockholders...... (25,116) 

$ -

TH E  C LEVELA N D -C LIFFS  IRON C O M P A N Y  (D EC )

S ta te m e n t o f  C h an g es  in  C o n s o lid a te d  F in a n c ia l P o si­
tion

1977 1976

Source of Funds
Net income...................................
Charges (credits) to income not 

requiring (providing) work­
ing capital;
Depreciation, depletion and 

amortization, including 
$ 3 ,1 6 3 ,0 0 0  (1 97 6 —  
$3,186,000) of certain 
associated companies ... 

Deferred income taxes, non-
current portion................

Deferred investment tax 
credit, net of amortiza­
tion....................................

Equity in net income of as­
sociated companies in 
excess of distributions .. 

Loss on the sale of listed
securities— Note H ........
Total From Operations... 

Proceeds from sale of listed
securities................................

Sale of long-term receivables .. 
Proceeds received upon exer­

cise of stock options...........
Other, including property re­

tirements ................................

Application of Funds
Capital expenditures...................
Capital advances to and addi­

tional investments in as­
sociated companies..............

Cash dividends............................
Purchase of listed securities....  
Decrease in long-term liabilities 
Other..............................................

Increase in Working Cap­
ital ..............................

($000)

$26,111 $37,449

7,101 6,796

4,458 9,442

2,629 4,368

(2,331) (6,683)

1,760 —

39,728 51,372

9,421 _
27,000 —

111 613

4,086 2,280
80,346 54,265

9,547 4,800

22,891 21,393
12,250 11,614
10,000 —

451 2,776
866 1,863

56,005 42,446

$24,341 $11,819
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INSILCO  CO R PO R ATIO N  (DEC)

Consolidated Statement of Changes in Financial Posi­
tion

1977 1976

Financial Resources Were Provided 
By:

Dollars in Thousands

Net earnings................................
Expenses (income) not affecting 

working capital—

$22,065 $19,616

Depreciation...........................
Deferred income taxes—

6,457 6,842

noncurrent........................
Amortization of intangible 

assets and deferred

3,769 1,340

charges ............................
Equity in unremitted earnings 

of unconsolidated as­
sociated companies........

1,358

(1,867)

1,254

(251)
Other.......................................

Working capital provided by op­
erations...................................

604

32,386

2,239

31,040
Issuance of long-term debt......
Exchange of investment in Times 

Wire and Cable Company for 
investment in joint venture, 
less Times' working capital

20,000 424

of $10,714............................
Payment of note receivable from

3,864 —

joint venture company..........
Reduction of long-term receiva­

bles .........................................

5,000

2,601 1,614
Reclassification of deferred 

taxes on income applicable 
to installment receivables
sold to finance subsidiary .. — 23,926

Other sources.............................. 4,107 2,253

Financial Resources Were Used For: 
Cash dividends on common and

67,958 59,257

preferred stock.................... 8,899 7,881
Expended for fixed assets........ 9,118 6,626
Investment in joint venture...... 14,578 —

Investment in finance subsidiary 
Reduction in long-term debt in 

connection with sale of ac­
counts receivable to finance

3,578 22,021

subsidiary..............................
Other reductions in long-term

— 57,320

debt......................................... 5,530 5,180
Other uses.................................... 4,371 4,334

Increase (Decrease) in Working Cap­
ital .................................................

46,074

$21,884

103,362

$(44,105)

LONE STAR INDUSTRIES, INC. (DEC)

Consolidated Statement of Changes in Financial Posi­
tion

Funds Provided By 
Current operations:

Net income.............................
Items not requiring working 

capital:
Depreciation and deple­

tion..............................
Deferred income taxes..
Other, net........................

Funds provided by
operations...........

Debt assumed from Citadel joint
venture...................................

Termination of Citadel joint ven­
ture .........................................

Long-term debt.............................
Disposition of property, plant

and equipment......................
Other, net....................................

Funds Used For
Property, plant and equipment 

received from Citadel joint
venture...................................

Capital expenditures...................
Payments of dividends..............
Production payment...................

Increase in working 
capital.................

1977
($000)

1976

$ 29,710 $27,228

25,077 23,521
5,205 3,560

619 12

60,611 54,321

35,290 —

24,829 __
14,318 (38,838)

7,083 8,006
1,238 (10,109)

143,369 13,390

62,554
41,986 39,815
12,455 11,621
4,000 (50,000)

120,995 1,436

$ 22,374 $11,954
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Investment Tax Credit Leases

MASONITE CORPORATION (AUG) AIRCO, INC. (DEC)

C o n s o lid a te d  S ta te m e n ts  o f  C h an g es  in  F in a n c ia l P o si­
tion

S ta te m e n t o f  C h an g es  in  C o n s o lid a te d  F in an c ia l P o si­
tion

1 9 7 7 1 9 7 6 1 9 7 7 1 9 7 6

($ 0 0 0 ) ($ 0 0 0 )
Source of Funds: Sources of W orking Capital

N et in c o m e ........................................... $ 3 0 ,9 9 2 $ 2 4 ,1 3 3 From Operations
Expenses (incom e) not affecting Net In c o m e ........................................... $ 5 5 ,5 3 6 $ 5 4 ,0 0 3

w orking capital: Charges Not Requiring W orking
D eprec ia tion ................................. 1 8 ,9 3 0 1 8 ,2 9 8 Capital
Investm ent ta x  credits am or­

tized ......................................... (1 ,4 3 8 ) (1 ,1 2 7 )
Depreciation and A m ortiza­

tio n ............................................. 3 9 ,0 5 8 3 6 ,9 0 2
D e p le tio n ....................................... 2 ,2 6 6 7 0 3 D eferred Income T a x e s ........ 1 0 ,2 4 3 18 8
Foreign equity (incom e) loss 3 9 (2 ,0 1 9 ) W orking Capital Provided
D e fe rre d  F e d e ra l in c o m e from  O perations.......... 1 0 4 ,8 3 7 9 1 ,0 9 3

ta x e s ......................................... 2 ,4 8 9 3 ,3 5 5 Proceeds from  Long-Term Debt . . . . 1 8 ,6 9 3 6 ,5 1 9
W orking capital provided  

from  o p e ra tio n s .......... $ 5 3 ,2 7 8 $ 4 3 ,3 4 3
Stock Issued fo r Debentures Con­

v e rte d ...................................................... 1 0 ,6 9 7 6 ,2 9 3
Long-term  f in a n c in g ....................... $  9 8 7 $ 7 0 3 C apitalization of Lease O b liga tions. 6 ,5 7 7 —
D isposition of p ro p e rty , plant S ales  o f S tock to  O ff ic e rs  and

and e q u ip m e n t........................... 3 6 8 3 ,4 4 6 E m ployees............................................. 3 ,0 5 9 2 ,5 3 6
Investm ent ta x  credits deferred 3 ,1 0 7 1 ,9 7 5 W orking Capital Provided from  Sale
Common stock issued under op­

tion p lans....................................... 4 8
of Viking D ivis ion .............................

All O ther Sources— N e t ....................... 4 5 7
4 ,5 5 4
3 ,7 3 4

Dividends from  foreign affiliates 5 1 2 — Total Sources of W orking
$ 5 8 ,3 0 0 $ 4 9 ,4 6 7 C a p ita l............................. 1 4 4 ,3 2 0 1 1 4 ,7 2 9

Disposition of Funds: Uses of W orking Capital
P roperty , p lant, and equipm ent Capital Expenditures fo r P roperty ,

add itions......................................... $ 2 5 ,9 2 0 $ 2 4 ,3 6 3 Plant and Equipm ent....................... 7 1 ,8 0 0 7 1 ,9 0 0
Cash d iv id e n d s ................................... 1 0 ,1 1 0 9 ,0 4 9 C apitalization of Leased Property .. 6 ,5 7 7 —
Long-term  debt m a tu r it ie s .......... 2 ,0 3 8 1 ,6 5 7 C apitalization of Previously Leased
O ther long-term  as se ts .................. 2 7 9 2 ,0 3 8 Property due to Refinancing . . . . 1 0 ,6 1 0 —
Purchase of additional equity in Dividends on Common S tock .............. 1 4 ,7 9 6 1 2 ,4 4 9

foreign a f f i l ia te ......................... — 1 7 6 Debentures C onverted ........................... 1 0 ,7 7 3 6 ,3 4 3
$ 3 8 ,3 4 7 $ 3 7 ,2 8 3 Reduction in Long-Term Debt and

Increase in W orking C a p ita l.............. $ 1 9 ,9 5 3 $ 1 2 ,1 8 4 Capitalized Lease Obligations . . . 8 ,7 4 9 5 ,8 6 3
Increase in In v es tm en ts ....................... 4 5 6 8 ,0 5 6

Tota l Uses o f W o rk in g
C a p ita l............................. 1 2 3 ,7 6 1 1 0 4 ,6 1 1

Increase in W orking Capital During
Y e a r.......................................................... 2 0 ,5 5 9 1 0 ,1 1 8

W o rk in g  C ap ita l a t B eginning of
Y e a r.......................................................... 2 1 9 ,2 0 3 2 0 9 ,0 8 5

W orking Capital a t End of Y ear . . . . $ 2 3 9 ,7 6 2 $ 2 1 9 ,2 0 3
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Exchange of Common Stock for Preferred Stock CASH FLOW

TH E FLINTKO TE CO M PAN Y (DEC) 

S ta te m e n ts  o f  C h an g es  in  F in an c ia l P osition

1977 1976

Funds provided from:
Income from continuing opera­

tions .......................................

(In Thousands of Dollars) 

$20,809 $10,040
Items not affecting working capi­

tal:
Depreciation and depletion.. 
Provision for loss on disposal

19,633 20,224

of Middlebranch plant... — 3,200
Deferred income taxes........ 677 660

41,119 34,124
Discontinued pipe operations ... 

Funds provided from op­
erations ...................... 41,119

(35)

34,089
Proceeds from sale of future

production..............................
Disposal of property, plant and

12,500 —

equipment ............................
Issuance of common stock in ex­

change for preferred stock .

5,647

15,909

7,741

Funds used for:
Additions to property, plant and

75,175 41,830

equipment..............................
Acquisition of preferred stock

29,524 20,777

exchanged for common stock 
Acquisition of preferred stock

16,482 —

for cash................................... 2,130 38
Reduction of long-term debt.... 9,214 6,701
Dividends paid............................
Funds held by Trustees for con­

struction .................................

8,328

1,844

8,095

Other, net.................................... 2,151 (619)

Net increase in working
69,673 34,992

capital........................ $ 5,502 $ 6,838

Paragraph 15 of Opinion No. 19 states:

The amount of working capital or cash provided from 
operations is not a substitute for or an improvement 
upon properly determined net income as a measure of 
results of operations and the consequent effect on fi­
nancial position. Terms referring to “cash” should not 
be used to describe amounts provided from operations 
unless all non-cash items have been appropriately ad 
justed. The adjusted amount should be described ac­
curately, in conformity with the nature of the adjust­
ments, e.g. “ Cash provided from operations for the 
period” or “Working capital provided from operations 
for the period” as appropriate. The Board strongly rec­
ommends that isolated statistics of working capital or 
cash provided from operations, especially per-share 
amounts, not be presented in annual reports to 
shareholders. If any per-share data relating to flow of 
working capital or cash are presented, they should as a 
minimum include amounts for inflow from operations, 
inflow from other sources, and total outflow, and each 
per-share amount should be clearly identified with the 
corresponding total amount shown in the Statement

Accounting Series Release No. 142, issued in March 1973 
by the Securities and Exchange Commission, states that a 
company should avoid presenting per share cash flow data in 
its annual reports to stockholders and in its SEC filings.

TABLE 5-5: ANALYSIS OF CHANGES IN 
WORKING CAPITAL ELEMENTS— 
PRESENTATION

Analysis included as part of 
statement of changes in

1977 1976 1975 1974

financial position.............
Analysis presented in a tabu­

lation at bottom of 
statement of changes in

50 40 42 44

financial position.............
Analysis presented in a tabu­

lation apart from state­
ment of changes in finan­
cial position.....................

523

27

536

24

535

23

536

20
Total Companies.................... 600 600 600 600
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ANALYSIS OF CHANGES IN WORKING 
CAPITAL ELEMENTS

P a ra g rap h  12  o f Opinion No. 19 s ta tes:

W h e th e r o r not w ork ing  cap ita l flow  is p re s e n te d  in 
th e  S ta te m e n t, n et c h a n g e s  in e a c h  e le m e n t of w ork ing  
c a p ita l (a s  c u s to m a rily  d e fin e d ) s h o u ld  b e  a p p ro ­
p ria te ly  d isc losed  fo r a t leas t th e  cu rren t p eriod , e ith er  
in th e  S ta te m e n t o r in a  re la ted  tab u la tion .

a. If th e  fo rm at sho w s th e  flow  of c ash , c h a n g e s  in 
o th er e le m e n ts  o f w ork ing  cap ita l (e .g ., in rece ivab les , 
inventories , a n d  p ay a b les ) con stitu te  so u rces  a n d  uses  
of cash  and  should  accord in g ly  b e  d isc losed  in a p p ro ­
pria te  detail in th e  body of th e  S ta te m e n t.

b. If th e  fo rm at sho w s th e  flow  of w ork ing  cap ita l and  
tw o -y e a r c o m p a ra tiv e  b a la n c e  s h e e ts  a re  p re s e n te d , 
th e  c h a n g e s  in e a c h  e le m e n t o f w ork ing  cap ita l fo r the  
curren t period  (bu t not for e a rlie r period s) can  b e  c o m ­
p uted  by th e  u ser of th e  s ta te m e n ts . N e v e rth e le s s , the  
B oard  b e lieves  th a t th e  o b jec tives  o f th e  S ta te m e n t  
u su ally  req u ire  th a t th e  n et c h a n g e  in w ork ing  cap ita l 
b e a n a ly ze d  in a p p ro p ria te  d eta il in a  tab u la tion  a c ­
c o m p an y in g  th e  S ta te m e n t, and  accord in g ly  this detail 
should  b e  fu rn ished .

T a b le  5 -5  sho w s th e  m a n n e r in w h ich  th e  su rvey  c o m ­
p an ies  d isc losed  d eta ils  o f th is  info rm ation . T a b le  5 -6  su m ­
m a r iz e s  th e  t itle s  o r in tro d u c to ry  p h ra s e s  u se d  fo r th e  
sc h e d u le  o f c h a n g e s  in w ork ing  cap ita l e le m e n ts  w h e n  such  
d a ta  is not c o n ta in ed  w ith in  th e  m ain  body of th e  s ta te m e n t of 
c h a n g e s  in financ ia l position.

E x a m p le s  o f tab u la tio n s  an a ly z in g  c h a n g e s  in w ork ing  c a p ­
ital e le m e n ts  a re  sho w n  b elow . S u ch  d a ta  h as  b ee n  om itted  
from  p revious e x a m p le s  in th is  section  in o rd er to  e m p h a s ize  
o th e r inform ation  co n ta in ed  w ith in  th e  s ta te m e n t o f c h a n g e s  
in financ ia l position.

Analysis included as Part of Statement

N O R TH R O P  C O R P O R A TIO N  (D EC )

Consolidated Statements of Changes in Financial Posi­
tion

1977
($000)

Factors increasing cash
Net income...................................
Add non-cash items

Depreciation and amortiza­
tion of property, plant, 
and equipment, including 
$4,819,000 for capital
leases in 1977................

Increase in deferred income
taxes and credit.............
From operations..............

Increase in advances on con­
tracts ......................................

Increase in trade accounts pay­
able, other current 
liabilities, and accrued 
employees' compensation ... 

Increase in other long-term obli­
gations, including
$ 7 ,1 7 3 ,0 0 0  for capital
leases in 1977......................

Issuance of common stock........
Decrease in accounts receivable 
Carrying value of disposals of 

property, plant, and equip­
ment .......................................

Decrease in other assets...........
Additional long-term borrowings

Factors decreasing cash
Increase in short-term invest­

ments ......................................
Additions to property, plant, and 

equipment, including 
$ 1 0 ,5 6 1 ,0 0 0  for capital
leases in 1977......................

Repayment of senior long-term
debt.........................................

Cash dividends.............................
Increase in inventories..............
Decrease in income taxes cur­

rently payable........................
Principal amount of subordi­

nated debt converted and
redeemed................................

Increase in refundable federal
income taxes.........................

Increase in prepaid expenses... 
Decrease in progress payments

received.................................
Conversion, redemption, and re­

tirement of preferred stock.

Increase (decrease) in cash.............
Cash balance at beginning of year.
Cash balance at end of year...........

$ 66,160

1976

$36,252

22,757

88,632
177,549

42,364

24,018

18,237
9,276
7,343

4,143
223
169

283,322

181,643

15,026

6,810
58,088

5,545

31,929

7,876
13,845
3,766

1,496
(27,553)

2,286
97,278

55,866

1977 1976 1975 1974
Change in working capital.. 262 216 247 254
Increase (decrease) in work­

ing capital........................ 224 267 246 229
Analysis of changes in work­

ing capital........................ 33 38 42 49
Summary of changes in

working capital.............. 18 22 15 17
Other titles............................ 13 17 8 7
Subtotal ........................ 550 560 558 556
Analysis included within

statement of changes in
financial position............. 50 40 42 44

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

TABLE 5-6: TITLES IDENTIFYING ANALYSIS 
OF WORKING CAPITAL ELEMENTS

34,087 25,930

19,040 5,262
15,959 8,707
15,939 56,579

9,376 4,567

7,983 10,407

5,115
1,186 2,372

812 (77,607)

562
291,140 92,645
(7,818) 4,633
13,738 9,105

$ 5,920 $13,738
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DOYLE DANE BERNBACH INC. (DEC)

S ta te m e n t o f  C o n s o lid a te d  C h an g es  in  F in an c ia l P o si­
tion

Sources of Funds:
Income from operations before

1 9 7 6  1 9 7 7  

(In Thousands of Dollars)

ex traord inary  ite m ...................
Item s not requ iring  outlay of 

funds:
Depreciation and am ortiza­

tio n ............................................

$ 5 ,6 4 0  

1 ,1 4 8

$ 6 ,2 4 2  

1 ,1 6 9
M inority  in te re s t....................... 56 (1 )
Estimated ta x e s .........................
W rite -o ff  of investm ent in 

capital stock of another

8 9 6

co m pan y................................. 6 6 —

D eferred ta x e s ...........................
D eferred compensation ben­

efits ..........................................

141 (4 8 )

9 0
Compensation re :

E m p lo ye e  a n n iv e rs a ry
aw ard  p la n ...................

Exercise of non-qualified
— 8

stock o p tio n s ................
Total from  operations before e x ­

traord inary i t e m ....................... 7 ,9 4 7

2

7 ,4 6 2
Extraordinary ite m ........................... — 102
Total from  o p e ra tio n s ................... 7 ,9 4 7 7 ,5 6 4
Disposal of fixed  assets— n e t .. 
Decrease in investm ent in an a f­

filia ted c o m p a n y .......................

111

8 7

10 5

Sale of common s to c k ................... 3 5 6 3 5 6
Increase in long-term  d e b t.......... 19 —
Increase in deferred income . . . .  
Exercise of non-qualified stock

— 125

options............................................
D e c re a s e  in m a rk e ta b le

— 2

securities— n e t...........................
D ec re as e  (in c re a s e ) in o th e r

3 ,8 0 2 3

current as se ts .............................
Increase in:

1 ,0 4 9 (1 ,1 3 7 )

Accounts p a y a b le ..................... 1 3 ,5 0 1 1 0 ,0 3 9
Notes payable to b a n k s ........
Pension and p ro fit sharing

19 6 2 ,0 4 4

plan contributions.............. 7 1 9 153
Other current lia b ilities .......... 2 ,9 2 0 3 9 0
Dividends p a y a b le ....................

In c reas e (d e c re a s e ) in ta x e s
— 5 6 6

w ithheld  and accrued .............. (1 7 0 )
3 0 ,5 3 7

2 7 6
2 0 ,4 8 6

Uses of Funds:
Cosh d iv idends...................................
Acquisition of fixed  as se ts ..........
Increase in excess of purchase 

price o v e r net assets ac ­
q u ire d ..............................................

Investm ent in capital stock of a 
Japanese advertising agency 

Increase (decrease) in rec e iv a­
bles, deferred charges, etc. 

Dividends paid to m inority in­
tere st ..............................................

Decrease in long-term  d e b t........
Purchase of treasury s to c k ........
Increase in:

Accounts receivable— n e t . . .  
E x p e n d itu re s  b il la b le  to

clients.......................................
(Increase) decrease in federal 

and foreign taxes on income 
(Increase) decrease in current 

portion of long-term  d e b t . . .

Increase (D ec re as e) in Cash and 
Tem porary Cash Investments . . .

2 ,1 0 1
5 ,0 4 1

2 ,1 8 0
1 ,3 4 1

2 ,0 2 9 3 5 2

— 5 6 3

(2 3 8 ) 10 5

6 8
1 0 0

18
8 7 6

3 ,1 5 4

1 5 ,2 3 7 1 6 ,8 9 7

5 5 9 1 ,4 2 2

(8 3 0 ) 1 ,1 6 2

(3 )
2 4 ,0 8 4

17
2 8 ,0 8 7

$ 6 ,4 5 3 $ (7 ,6 0 1 )
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Analysis Presented in a Tabulation at 
Bottom of Statement

A N D ER SO N , CLA YTO N  & CO . (JUN)

Statements o f Changes in Consolidated Financial Posi­
tion

Source of Funds:
Income before extraordinary

1977
($000)

1976

credit......................................
Add (deduct) items not requiring 

(providing) funds:
Earnings of domestic insur­

ance subsidiaries...........

$38,811

(8,240)

$34,646

(1,286)
Depreciation and amortiza­

tion.................................... 7,481 7,429
Deferred taxes on income .. 
Profit on disposition of prop­

erty, plant and equip­
ment .................................

(971)

(4,045)

293

(4,309)
Funds derived from operations

before extraordinary credit. 33,036 36,773
Extraordinary credit...................
Extraordinary credit not provid­

ing funds ................................

2,040

(2,040)

974

(974)
Funds derived from operations. 
Proceeds from sale of property,

33,036 36,773

plant and equipment.............
Dividends from domestic insur­

ance subsidiaries.................

6,308

2,901

7,896

2,800
Decrease in treasury stock...... 2,277 2,080
Other items— net........................ (330) 303

Disposition of Funds:
$44,192 $49,852

Dividends......................................
New expenditures for property,

$12,529 $ 8,432

plant and equipment.............
Additional investment in domes­

tic insurance subsidiaries ...

8,377 10,674

12,000
Current retirement of long-term

debt.........................................
Increase in securities of com­

panies not controlled...........

4,468

2,740

4,162

90
Increase in noncurrent receiva­

bles ......................................... 275 1,751
Increase in working capital...... 15,803 12,743

$44,192 $49,852

Changes in Working Capital:
Increase (decrease) in current

assets:
Cash ...................................... $ 2,442 $(3,171)
Marketable securities.......... 69,842 11,237
Notes and accounts receiva­

ble .................................... 20,825 7,354
Receivables from noncon­

solidated subsidiaries.... (6,659) 2,296
Inventories ........................... 11,172 (3,006)

97,622 14,710
Increase (decrease) in current 

liabilities:
Notes and acceptances pay­

able ...................................
Accounts payable.................
Payables to nonconsolidated

subsidiaries......................
Accrued liabilities.................
Long-term debt due within 

one year...........................

Increase in working capital......

43,000
32,892

5,011
898

18
81,819

$15,803

6,334

(5,123)

756
1,967

$12,743
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G R A N G E R  A S S O C IA TE S  (AUG)

C o n so lid a ted  S ta te m e n ts  o f  C h an g es  in F in an c ia l P osi­
tion

Sources of working capital;
Funds from operations:

income before extraordinary

1977
($000)

1976

item...................................
Add charges to (deduct cred­

its from) income not af­
fecting working capital: 
Depreciation and amorti­

zation .........................

$1,070

157

$1,044

147
Gain on sale of assets .. 
Deferred taxes on in­

come ...........................

(3)

232

(671)

68
Company's contribution 

under employees'
stock purchase plan . 40 26

Accrued severance pay . 
Total provided by opera­

tions exclusive of ex­
traordinary item ......

28

1,525

29

644
Extraordinary item................

Working capital provided
— 469

by operations...........
Tax benefit from stock option

1,525 1,113

transactions........................... 30 —

Proceeds from sale of assets... 
Reduction of long-term notes re­

ceivable...................................

9

171

723

Additions to long-term loans.... 
Additions to capitalized lease ob­

ligations .................................

5,450

460

204

Proceeds from sale of common
stock....................................... 207 58

Decrease in other assets........... 17 36

Uses of working capital:
Additions to long-term notes re­

ceivable...................................

7,871

306

2,135

306
Purchases of equipment and im­

provements ............................. 746 252
Reduction in long-term loans ... 2,950 105
Purchases of treasury stock ....  
Reduction in long-term lease ob-

17 27

ligations................................. 156 —

Increase in working capi­
tal ................................

4,176

$3,694

692

$1,443

Increases (decreases) in working
capital consisted of:
Cash.............................................. $ (14) $ (121)
Receivables................................... 2,315 2,927
Inventories................................... 1,067 928
Prepaid expenses........................ 301 (29)
Notes payable.............................. — (1,075)
Current portion of long-term 

loans....................................... 200 (5)
Current portion of capitalized 

lease obligations................... (91) (20)
Accounts payable........................ 244 (559)
Other current liabilities.............. (189) (590)
Customer deposits...................... 298 97
Taxes on income......................... (437) (106)

Increase in working capi­
tal ................................ $3,694 $1,443
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M O U N T V E R N O N  MILLS, INC. (D EC ) SELIG M A N  & LATZ, INC. (O C T)

S ta te m e n t o f  C o n s o lid a te d  C h an g es  in  F in an c ia l P o si­
tion

Working Capital Provided: 
Operations:

Net income.............................
Charges not requiring cur­

rent outlay of working 
capital:
Depreciation.....................
Deferred income 

taxes— non-current.. 
Total from operations

Issuance of long-term debt......
Collections on non-current re­

ceivable...................................
Disposition of property, plant

and equipment: ...................
Total...........................

Working Capital Applied:
Plant additions and replace­

ments ......................................
Non-current receivables.............
Reduction of long-term debt....
Cash dividends.............................
Purchases of treasury stock ....

Total...........................
Increase in Working Capital...........
Increase (Decrease) in Working Cap­

ital, by Components:
Cash..............................................
Marketable securities................
Receivables...................................
Inventories...................................
Refundable income taxes...........
Future income tax benefits......
Prepaid expenses........................
Notes payable— banks..............
Current maturities of long-term

debt.........................................
Accounts payable and accrued

expenses ................................
Income taxes................................

Increase in Working Capital...........

C o n s o lid a te d  S ta te m e n ts  o f  C h an g es  in  F in an c ia l P o si­
tion

1977 1976 1977 1976
($000) ($000)

Financial Resources Provided From:
Net income......................................... $4,680 $4,953

$ 280 $ 536 Add/(deduct)— items not currently
requiring outlay of (or providing)
working capital:
Amortization of debt discount... 90 90

2,892 2,797 Accrued retirement benefits .. .. 69 (47)
Depreciation and amortization of

362 81 fixed assets........................... 2,632 1,970
3,534 3,415 Deferred taxes............................ 603 262

4,000 Other.............................................. 43 30
Provided from operations................ 8,117 7,258

277 108 Proceeds from sale of fixed assets 211 73
Issuance of long-term debt............. 68 1,483

78
3,890

208
7,732

Proceeds from exercise of stock op­
tions .............................................. 166 68

Proceeds from exercise of warrants 140 1,073
8,702 9,955

1,706 3,783 Financial Resources Used For:
181 Reduction of long-term debt........... 572 905

262 228 Additions to fixed assets.................. 7,630 6,411
874 1,012 Payment of retirement benefits .. . . 152 161

99 445 Cash dividends................................... 2,306 2,010
2,942 5,651 Costs incurred in connection with

$ 947 $2,080
registration of warrants.............

Other— net......................................... 151
188
60

10,811 9,735

$ (424) $ 9 (Decrease)/ lncrease in Working
(497) Capital........................................... ($2,109) $ 220

186
1,993

4,285
933

Changes in Working Capital by ele­
ment:

(330) (172) Current Assets —  increase/
(236) (decrease):

57 (70) Cash.............................................. $ 118 $1,347
(800) (800) Receivables................................... 1,340 1,018

Refundable Federal income
(33) (11) taxes....................................... (1,285) 1,285

Merchandise inventories........... 2,760 2,061
159
138

(1,220)
(138)

Prepaid expenses and other as­
sets ......................................... 215 385

$ 947 $2,080 3,148 6,096
Current Liabilities —  increase/

(decrease):
Short-term notes payable—

banks ...................................... 3,000 7,000
Current portion of long-term

debt......................................... (407) 1
Accounts payable and sundry

liabilities................................. 2,530 (20)
Federal and foreign taxes on in-

come........................................ 134 (1,105)
5,257 5,876

(Decrease)Zlncrease in Working
Capital........................................... ($2,109) $ 220



374 Section 5: Statement of Changes in Financial Position

Analysis Presented in a Tabulation Apart from
Statement

C H A M P IO N  IN T E R N A T IO N A L  C O R P O R A T IO N  
(DEC)

C o n s o lid a te d  C h an g es  in  F in an c ia l P osition

Source of Funds:
Income from Continuing Operations 

Items not requiring outlay of 
working capital: 
Depreciation and cost of

timber harvested.............
Deferred income taxes........
Amortization of deferred

charges ............................
Equity in net (income) loss of 

unconsolidated affiliates. 
Minority interest in income

of subsidiaries................
(Gain) Loss on translation of 

non-current assets and
liabilities...........................

Write-down of operating 
units to be disposed of.. 
Working capital provided 

from continuing oper­
ations .........................

Income (Loss) from Discontinued
Operations....................................
Items not requiring outlay of 

working capital:
Deferred income taxes........
Write-down of discontinued

operations........................
All other— net, principally

depreciation....................
Working capital provided 

from discontinued
operations.................

Total working capital 
provided from opera­
tions ...........................

Proceeds from long-term debt........
Issuance of capital shares on exer­

cise of stock options and con­
version of long-term debt..........

Decrease (Increase) in investments 
Retirements and sales of property,

plant and equipment...................
Sales of operations, net of long­

term proceeds of $24,464 in
1977 and $7,428 in 1976 ......

Proceeds from sale of common
stock..............................................

Total funds provided......

1977 1976
($000)

$161,555 $125,233
Application of Funds:
Cosh dividends declared................... 59,538 53,288

110,852
23,785

102,825
25,331

Expenditures for property, plant and
equipment....................................

Timber and timberlands expendi­
tures ..............................................

Reduction and reclassifications of

204,527 140,860

5,771 6,227 34,195 27,722

(4,491) 114 long-term debt............................
Preferred stock called for redemp­

tion.................................................
Increase (Decrease) in funds held

92,154 94,105

3,618 1,366 10,588 —

(5,753) 2,274

for construction...........................
Reclassification of working capital

19,453 (667)

of discontinued operations to be 
disposed o f................................... 50,212 _

5,824 Increase in other assets...................
Transactions of Hoerner Waldorf

2,586 22,428

295,337 269,194
during period November 1, 
1976 through December 31, 
1976.............................................. 1,814

(22,940) 10,707 All other— n e t................................... 931 14,060
Total funds applied........ 475,998 351,796

(37,754) 1,485 Increase (Decrease) in Working Cap­
ital (Note 1 0 ) .............................. $(28,389) $105,072

71,445 _
Note 10: Components of Working Capital—Changes in the 

components of working capital were as follows;10,709 10,897

(Years Ended December 31) 1977 1976
21,460 23,089 Increase (Decrease) in current assets:

Cash.............................................. $ (8,539) $ (4,457)
Certificates of deposit................ (4,514) 76,461

316,797 292,283 Receivables................................... (57,387) 28,339
61,718 51,314 Inventories................................... (71,043) 69,186

Prepaid expenses........................ (1,968) 3,330
Total....................................... (143,451) 172,859

17,663 8,581 Increase (Decrease) in current
24,396 (806) liabilities:

Notes payable.............................. (36,643) (25,615)
11,810 14,899 Accounts payable and accrued

liabilities................................. (43,612) 41,330
Income taxes................................ (23,527) 34,414

15,225 367 Current installments of long-
term debt................................ (13,094) 17,658

— 90,230 (116,876) 67,787
447,609 456,868 Transactions of Hoerner Waldorf

during period November 1, 
1976 through December 31, 
1976.............................................. (1,814)

Increase (Decrease) in Working Cap­
ital ................................................. $ (28,389) $105,072
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Section 6: Auditors’ Report

This section reviews the format and content of Auditors’ 
Reports appearing in the annual reports of the 600 survey 
companies. Effective November 1972, Statement on Audit­
ing Standards No. 1, issued by the Auditing Standards 
Executive Committee of the AICPA, codified and superseded 
Statements on Auditing Procedures Nos. 33-54 previously 
issued by the Committee on Auditing Procedure. Subsequent 
to Statement No. 1, twenty-two Statements on Auditing Stan­
dards have been issued; some of which superseded sections 
of Statement No. 1. In 1978, the Auditing Standards Execu­
tive Committee issued Codification of Statements on Audit­
ing Standards which is a codification of Statements on Audit­
ing Standards Nos. 1-21.

TITLE OF AUDITORS’ REPORT

Table 6-1 shows the descriptive titles used by the survey 
companies to identify the Auditors’ Report.

ADDRESSEE OF THE AUDITORS’ 
REPORT

Paragraph 8 of Statement on Auditing Standards No. 2 
states:

The report may be addressed to the company whose 
financial statements are being examined or to its board 
of directors or stockholders. A report on the financial 
statements of an unincorporated entity should be ad­
dressed as circumstances dictate, for example, to the 
partners, to the general partner, or to the proprietor. 
Occasionally, an auditor is retained to examine the fi­
nancial statements of a company that is not his client; 
in such a case, the report customarily is addressed to 
the client and not to the directors or stockholders of the 
company whose financial statements are being 
examined.

Table 6-2 summarizes the addressee mentioned in the 
Auditors’ Reports of the survey companies. The various 
forms of address used by auditors in presenting their opin­
ions may be observed from the Auditors’ Reports presented 
as examples throughout this section.

TABLE 6-1: TITLE OF AUDITORS’ REPORT

1977 1976 1975 1974
Independent accountants’ 

report................................ 127 113 103 106 TABLE 6-2: ADDRESSEE OF AUDITORS’ REPORT
Auditors’ re p o rt ................... 121 129 123 125
Accountants’ re p o rt ........... 115 127 159 158 1977 1976 1975 1974
Independent auditors’ re­

port .................................
Certified public  account­

ants’ report ...................

56

51

41

39

N/C

42

N/C

42

The Directors (Board of Dir­
rectors) and Sharehold­
ers ...................................

The Stockholders...................
438

79
429

80
402

82
403

83
Independent certified p ub­

lic accountants’ report. 33 34 28 27
The Directors.........................
The Company.........................

71
11

75
12

93
18

92
17

Auditors’ opinion ................ 31 28 10 11 Other, or no addressee...... 1 4 5 5
Accountants’ opinion ........ 11 12 30 28 Total Companies.................... 600 600 600 600
Independent accountants’

opinion ........................... 5 5 15 15
Independent certified p u b ­

lic accountants’ opinion 5 6 9 9
Other titles............................ 3 20 33 30
No t i t le ................................... 42 46 48 49
Total Companies..................... 600 600 600 600
N/C— Not Compiled.
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AUDITORS’ STANDARD REPORT

The auditors’ standard report outlines in general terms the 
scope of the auditors’ examination and states concisely the 
auditors’ opinion as to whether the financial statements fairly 
present, in conformity with generally accepted accounting 
principles, the information included therein. Table 6-3, which 
summarizes the format of auditors’ reports included in the 
1977 annual reports of the survey companies, shows that 
occasionally a modified form of auditors’ report is presented. 
A modified report differs from the standard report in that the 
opinion and scope are combined in a single paragraph with 
the opinion sentence appearing first.

Appropriate wording for an auditor’s standard report on 
comparative financial statements, as stated in paragraph 3 of 
Statement on Auditing Standards No. 15, follows:

We have examined the balance sheets of ABC 
Company as of (at) December 31, 19x2 and December 
31, 19x1, and the related statements of income, re­
tained earnings, and changes in financial position for 
the years then ended. Our examinations were made in 
accordance with generally accepted auditing standards 
and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we 
considered necessary in the circumstances.

In our opinion, the financial statements referred to 
above present fairly the financial position of ABC Com­
pany as of (at) December 31, 19x2, and 19x1, and the 
results of its operations and the changes in its financial 
position for the years then ended, in conformity with 
generally accepted accounting principles applied on a 
consistent basis.

Paragraph 9 of SAS No. 2 lists circumstances which re­
quire a departure from the auditors’ standard report. Para­
graph 9 states;

The circumstances that result in a departure from the 
auditor’s standard report are as follows:
a. The scope of the auditor’s examination is affected 

by conditions that preclude the application of one 
or more auditing procedures he considers neces­
sary in the circumstances.

b. The auditor’s opinion is based in part on the report 
of another auditor.

c. The financial statements are affected by a depar­
ture from a generally accepted accounting princi­
ple.

d. The financial statements are affected by a depar­
ture from an accounting principle promulgated by 
the body designated by the AICPA Council to es­
tablish such principles.

e. Accounting principles have not been applied con­
sistently.

f. The financial statements are affected by uncertain­
ties concerning future events, the outcome of 
which is not susceptible of reasonable estimation 
at the date of the auditor’s report.

g. The auditor wishes to emphasize a matter regard­
ing the financial statements.

T A B L E  6 -3 :  F O R M A T  O F  A U D IT O R S ’ R E P O R T

1977 1976 1975 1974
Standard report.................... 366 321 301 293
Variations to standard report 155 195 229 245
Modified report..................... 79 84 70 62
Total Companies.................... 600 600 600 600

Variations to Standard Re­
port

Sentence in scope paragraph
referring to:
Examination by other ac­

countants ................... 62 61 68 67
Prior year examination.. 8 28 67 71
Other ...............................

Middle paragraph between
6 16 25 14

scope and opinion para­
graphs referring tO: 
Matter for which opinion

qualified..................... 66 97 99 118
Other ...............................

Sentence or paragraph fol­
lowing opinion paragraph

25

16

13

20

16

15

10

21
Total Variations..................... *183 *235 *290 *301
*Some Auditors' reports had more than one variation.

Examples of auditor’s reports relating to items b, e, and f 
are presented in connection with Tables 6-4 and 6-5.

T A B L E  6 -4 :  R E F E R E N C E S  T O  O T H E R  A U D IT O R S

Examination by Other Au­
ditors Covers:

Statements for branch or

1977 1976 1975 1974

consolidated subsidiary.. 39 42 41 43
Statements of investee only 
Statements for prior years

16 19 22 18

only ................................. 12 6 7 8
Total Companies.................... 67 67 70 69
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REFERENCE TO OTHER AUDITORS

Section 543 of Statement on Auditing Standards No. 1, 
which offers “ guidelines for reporting on financial state­
ments” when the principal auditor refers to the work of other 
independent auditors, states in part:

.07 When the principal auditor decides that he will 
make reference to the examination of the other auditor, 
his report should indicate clearly, in both the scope and 
opinion paragraphs, the division of responsibility as be­
tween that portion of the financial statements covered 
by his own examination and that covered by the 
examination of the other auditor. The report should dis­
close the magnitude of the portion of the financial 
statements examined by the other auditor. This may be 
done by stating the dollar amounts or percentages of 
one or more of the following: total assets, total rev­
enues, or other appropriate criteria, whichever most 
clearly reveals the portion of the financial statements 
examined by the other auditor. The other auditor may 
be named but only with his express permission and 
provided his report is presented together with that of 
the principal auditor.

Table 6-4 summarizes the scope of work done by other 
auditors as disclosed in the reports of the principal auditors. 
Examples of such disclosures follow.

Consolidated Subsidiaries

To The Board of Directors
The Black and Decker Manufacturing Company
Towson, Maryland

We have examined the consolidated statement of financial 
condition of The Black and Decker Manufacturing Company 
and subsidiaries as of September 25, 1977 and September 
26, 1976 and the related consolidated statements of earn­
ings, changes in stockholders’ equity and changes in finan­
cial position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing stan­
dards and, accordingly, include such tests of the accounting 
records and such other auditing procedures as we consi­
dered necessary in the circumstances. We did not examine 
the financial statements of certain consolidated subsidiaries 
located outside the United States which statements reflect 
total assets and revenues constituting 29% and 36% in 1977 
and 31% and 41% in 1976 respectively, of the related con­
solidated totals. These statements were examined by other 
independent accountants whose reports thereon have been 
furnished to us and our opinion expressed herein, insofar as 
it relates to the amounts included for these subsidiaries, is 
based solely on the reports of the other independent accoun­
tants.

In our opinion, based upon our examinations and the re­
ports of the other independent accountants, the financial 
statements referred to above present fairly the consolidated 
financial position of The Black and Decker Manufacturing 
Company and subsidiaries at September 25, 1977 and Sep­
tember 26, 1976 and the consolidated results of their opera­
tions and changes in their financial position for the years then 
ended, in conformity with generally accepted accounting 
principles applied on a consistent basis.—Report of Inde­
pendent Auditors.

The Board of Directors and Stockholders,
Continental Oil Company

We have examined the accompanying consolidated bal­
ance sheet of Continental Oil Company and subsidiaries at 
December 31, 1977 and 1976 and the related statements of 
consolidated income and retained earnings and changes in 
consolidated financial position for the years then ended. Our 
examinations were made in accordance with generally ac­
cepted auditing standards and accordingly included such 
tests of the accounting records and such other auditing pro­
cedures as we considered necessary in the circumstances. 
We did not examine the financial statements of a consoli­
dated subsidiary representing total assets and revenues of 
11% and 4%, respectively, in 1977 and 10% and 3%, respec­
tively, in 1976 in the related consolidated totals after inter­
company eliminations. These statements were examined by 
other auditors whose report thereon has been furnished to us 
and our opinion expressed herein, insofar as it relates to the 
amounts included for this subsidiary, is based solely upon the 
report of the other auditors.

In our opinion, based on our examination and the report of 
other auditors, the statements mentioned above present 
fairly the consolidated financial position of Continental Oil 
Company and subsidiaries at December 31, 1977 and 1976 
and the consolidated results of their operations and the 
changes in their consolidated financial position for the years 
then ended, in conformity with generally accepted accounting 
principles applies on a consistent basis during the period, 
after restatement for the change, with which we concur, in the 
method of accounting for capital leases described in Note 
1.—Report of Certified Public Accountants.

Board of Directors 
GATX Corporation 
Chicago, Illinois

We have examined the consolidated balance sheets of 
GATX Corporation and subsidiaries as of December 31, 
1977 and 1976, and the related statements of consolidated 
operations, shareholders’ equity, and changes in financial 
position for the years then ended. Our examinations were 
made in accordance with generally accepted auditing stan­
dards and, accordingly, included such tests of the accounting 
records and such other auditing procedures as we consid­
ered necessary in the circumstances. We did not examine 
the financial statements of American Steamship Company, a 
consolidated subsidiary which accounted for 10% of consoli­
dated revenues and 7% of total assets in each year, nor of 
certain unconsolidated subsidiaries, principally General 
American Transportation International Finance Corporation 
and subsidiaries (known as the MTL Group of Companies). 
GATX Corporation’s investment in and advances to these 
unconsolidated subsidiaries accounted for 4% and 5% of 
total assets, and its share of their net loss amounted to 
$24,918,000 and $2,180,000 in 1977 and 1976, respectively. 
These statements were examined by other independent au­
ditors whose reports thereon have been furnished to us and 
our opinion expressed herein, insofar as it relates to the 
amounts included for these subsidiaries, is based solely upon 
the reports of the other independent auditors.

In our opinion, based upon our examinations and the 
aforementioned reports of other independent auditors, the 
consolidated financial statements referred to above present 
fairly the consolidated financial position of GATX Corporation
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and  sub s id iaries  at D e c e m b e r 31 1 9 7 7  and  1 9 7 6 , and  the  
con so lid ated  resu lts  o f the ir o p e ra tio n s  and  c h a n g e s  in the ir 
financ ia l position for th e  y e a rs  then  e n d e d , in conform ity  w ith  
g e n e ra lly  ac c ep ted  accou nting  princip les app lied  on a  con s is ­
ten t b asis .— Report of Independent Auditors.

T o  th e  Board  of D irectors  a n d  S h a re h o ld ers  
of Lon e  S ta r Industries , Inc.:

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h ee ts  o f 
Lon e S ta r Industries, Inc. and  C o nso lid a ted  S u b s id iaries  as  
of D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6  and  th e  re la ted  con solidated  
s ta te m e n ts  o f inco m e a n d  re ta in ed  earn in g s  and  c h a n g e s  in 
financia l position for th e  y e a rs  then  e n d e d . O u r e x am in a tio n s  
w e re  m a d e  in a c c o rd a n c e  w ith  g en e ra lly  a c c ep ted  auditing  
s ta n d a rd s  and , accord in g ly , included such tests  o f th e  a c ­
counting  records a n d  such  o th er auditing  p ro ced u res  as  w e  
c o n s id e re d  n e c e s s a ry  in th e  c irc u m s ta n c e s . W e  did not 
e x a m in e  th e  financ ia l s ta tem en ts  o f th e  foreign  subsid iaries , 
w hich  financia l s ta te m e n ts  reflect total assets  a n d  reven u es  
of 1 2 %  and  1 0 % , resp ective ly , for 1 9 7 7  and  1 3 %  and  1 1% , 
re s p e c tiv e ly , fo r 1 9 7 6  of th e  re la te d  c o n s o lid a te d  to ta ls . 
T h e s e  financia l s ta te m e n ts  w e re  e x a m in e d  by o th er public  
acco u n tan ts  w h o s e  reports th e re o n  h a v e  b ee n  furn ished  to  
us. O u r opinion e x p re ss e d  h ere in , inso far as  it re la tes  to th e  
am o u n ts  included for foreign  sub s id iaries , is b as e d  solely  
upon such  reports.

In o u r opinion, b ased  upon o u r e x a m in a tio n s  a n d  th e  re ­
ports o f o th er public  accou ntan ts , th e  a fo re m e n tio n e d  fin an ­
cial s ta tem en ts  p re s e n t fairly th e  con so lid ated  financia l posi­
tion o f Lone S ta r Industries, Inc. and  C o n so lid a ted  S u b ­
s id iaries  at D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  consoli­
d a ted  results of th e ir o p era tio n s  and  c h a n g e s  in th e ir financial 
position for th e  y e a rs  then  e n d e d , in conform ity  w ith  g en era lly  
a c c e p te d  a c c o u n tin g  p rin c ip le s  a p p lie d  on  a  c o n s is te n t  
bas is .— Report of Independent Accountants.

Investees

T o  th e  Board  of D irec tors  a n d  S h a re h o ld ers  of 
P h elps  D o d g e  C o rp oratio n

W e  h a v e  e x a m in e d  th e  a c c o m p an y in g  s ta te m e n ts  of c o n ­
so lid a ted  financia l position of P h e lps  D o d g e  C o rp oratio n  and  
its sub s id iaries  as  o f D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  
re la ted  s ta te m e n ts  o f con so lid ated  inco m e, o f con solidated  
re ta in ed  earn in g s  and  of c h a n g e s  in con so lid ated  financial 
position for th e  y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  
m a d e  in a c c o rd a n c e  w ith  g en e ra lly  ac c ep ted  auditing  s ta n ­
d ard s  and  accord in g ly  included such tests  o f th e  accounting  
reco rd s and  such  o th e r aud iting  p ro ced u res  as  w e  con s id ­
e re d  n ec e s s a ry  in th e  c ircu m stan ces .

T h e  financia l s ta te m e n ts  o f C o nso lid a ted  A lu m inu m  C o r­
poration  as  w ell as  certa in  fo re ig n  c o m p a n ie s  in w hich  P helps  
D o d g e  C o rp o ra tio n  h as  in v e s tm e n ts  w e re  e x a m in e d  by  
o th e r in d e p e n d e n t acco u n tan ts , w h o s e  reports  th ereo n  w e re  
fu rn ished  to us, and  o u r opin ion  e x p re ss e d  h ere in , inso far as  
it re la tes  to am o u n ts  included fo r th e s e  c o m p a n ie s , is based  
so le ly  upon th e  reports  of th e  o th e r in d e p e n d e n t accou ntan ts . 
P h elps  D o d g e  C o rp o ra tio n ’s equ ity  in th e  n et a ssets  of th e s e  
c o m p a n ie s  at D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6  a m o u n ted  to  
5 .2 %  and  4 .4 % , resp ective ly , o f P h e lps  D o d g e  C o rp o ra tio n ’s 
con so lid ated  total assets; equ ity  in n et inco m e am o u n ted  to 
$ 9 8 0 ,0 0 0  and  $ 3 ,2 4 0 ,0 0 0  in 1 9 7 7  a n d  1 9 7 6 , resp ective ly .

A s d es c rib e d  in N o te  2  to  th e  C o n s o lid a te d  F in a n c ia l 
S ta te m e n ts , P h e lps  D o d g e  C o rp oratio n  a d o p ted  th e  equity  
m etho d  of accounting  during  1 9 7 7  for inves tm en ts  in certa in  
u ncon solid ated  fo re ig n  c o m p an ies .

In o u r opin ion, b ased  upon o u r e x a m in a tio n s  and  th e  re ­
ports of o th e r in d ep en d en t acco u n tan ts , th e  con so lid ated  fi­
n ancia l s ta te m e n ts  a p p e a rin g  on p ag e s  19  to 2 7 , inclusive, of 
this A n nu a l R ep o rt p resen t fairly th e  financ ia l position of 
P h elps  D o d g e  C o rp oratio n  a n d  its sub s id iaries  at D e c e m b e r  
3 1 ,  1 9 7 7  and  1 9 7 6 , and  th e  resu lts  of th e ir o p e ra tio n s  and  th e  
c h a n g e s  in th e ir financ ia l position for th e  y e a rs  then  e n d e d , in 
c o n fo rm ity  w ith  g e n e ra lly  a c c e p te d  a c c o u n tin g  p rinc ip les  
a p p lie d  on  a  c o n s is te n t b a s is  a fte r  re s ta te m e n t  fo r th e  
c h a n g e , w ith w hich  w e  concur, re ferred  to in th e  p reced in g  
p ara g ra p h .— Report of Independent Accountants.

T o  th e  S to ckh o ld ers  and  B oard  of D irec tors  of 
T h e  S p erry  and  H u tch inson  C o m p an y

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  of 
T h e  S p erry  and  H u tch inson  C o m p a n y  a n d  sub s id iaries  c o n ­
so lidated  as  o f D e c e m b e r 3 1 , 1 9 7 7  and  J a n u a ry  1, 1 9 7 7  and  
th e  re la ted  con so lid ated  s ta te m e n ts  o f e a rn in g s  and  c h a n g e s  
in financia l position for th e  y e a rs  then  e n d e d . O u r e x a m in a ­
tions w e re  m a d e  in a c c o rd a n c e  w ith g en e ra lly  a c c ep ted  a u ­
diting s tan d ard s  and , accord ing ly , included such tests  o f th e  
accounting  reco rd s  and  such  o th er aud iting  p ro ce d u re s  as  
w e  co n s id ered  n e c e s s a ry  in th e  c ircu m stan ces . W e  did not 
e x a m in e  th e  financia l s ta te m e n ts  o f T h e  S ta te  N a tio n a l B ank  
of C o nn ecticu t, an  uncon so lid ated  subsid iary . A m o u n ts  for 
this subsid iary , included in th e  con so lid ated  financ ia l s ta te ­
m ents , rep re s e n t 5 %  and  6 %  of con so lid ated  a ssets  and  
1 4 %  and  1 0 %  of con so lid ated  earn in g s  for 1 9 7 7  and  1 9 7 6 , 
resp ective ly . T h e s e  s ta te m e n ts  w e re  e x a m in e d  by o th e r a u ­
ditors w h o s e  unqualified  report th e reo n  h as  b ee n  fu rn ished  to  
us, and  o ur opin ion  ex p re ss e d  here in , inso far as  it re la tes  to  
am o un ts  included for T h e  S ta te  N a tio n a l B ank  of C o n n e c ­
ticut, is b ased  so le ly  upon such  report.

In o u r opin ion, b ased  upon o ur e x a m in a tio n s  and  th e  report 
of o th er auditors, th e  financia l s ta te m e n ts  identified  a b o v e  
p re s e n t fa irly  th e  c o n s o lid a te d  fin a n c ia l p osition  o f T h e  
S p erry  and  H u tch inson  C o m p a n y  and  sub s id iaries  con so li­
d a ted  at D e c e m b e r 3 1 , 1 9 7 7  and  J a n u a ry  1, 1 9 7 7  and  the  
resu lts  o f th e ir o p e ra tio n s  and  c h a n g e s  in th e ir financ ia l posi­
tion for th e  y e a rs  th en  e n d e d , in conform ity  w ith  g en e ra lly  
ac c ep ted  accou nting  princ ip les  app lied  on a  con s is ten t basis, 
a fte r re s ta te m e n t for th e  c h a n g e , w ith w h ich  w e  concur, in 
consolidation  policy as  d escrib ed  in th e  s u m m a ry  of s ignific­
ant accounting  polic ies .— Report of Independent Certified 
Public Accountants.

Prior Year Statements

T h e  B o ard  o f D irec tors  and  S to ckh o ld ers  
G e n e ra l S ig na l C o rp oration:

W e  h a v e  e x a m in e d  th e  b a la n c e  s h e e t o f G e n e ra l S ignal 
C o rp oratio n  and  con so lid ated  sub s id iaries  as  o f D e c e m b e r  
3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  re la ted  s ta te m e n ts  o f earn in g s , 
s to ckho lders ’ equ ity  and  c h a n g e s  in financ ia l position for the  
y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c c o r­
d a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s tan d ard s , and  a c ­
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cord ing ly  included such  tests  o f th e  accou nting  reco rd s and  
such  o th e r aud iting  p ro ced u res  as  w e  co n s id ered  n ec e s s a ry  
in th e  c ircu m stan ces .

T h e  financia l s ta te m e n ts  as  o f and  fo r th e  y e a r en d ed  D e ­
c e m b e r 3 1 ,  1 9 7 6 , h a v e  b ee n  res ta ted  to re flec t th e  pooling  of 
in teres ts  w ith  S o la  B asic Industries, Inc. d escrib ed  in n ote  2  
of th e  N o tes  to F in anc ia l S ta te m e n ts . F or 1 9 7 6  w e  did not 
e x a m in e  th e  con so lid ated  financ ia l s ta te m e n ts  o f S o la  B asic  
Industries, Inc. a n d  con so lid ated  sub s id iaries , w hich  s ta te ­
m en ts  reflect total a ssets  and  net sa les  e a c h  constituting  2 3  
p ercen t o f th e  re la ted  1 9 7 6  con so lid ated  totals. T h e s e  s ta te ­
m e n ts  w e r e  e x a m in e d  by o th e r  a u d ito rs  w h o s e  re p o rt  
th e re o n  h as  b een  furn ished  to  us, a n d  o u r opin ion  fo r 1 9 7 6  
e x p re ss e d  h ere in , inso far as  it re la tes  to th e  am o u n ts  in­
c luded  fo r S o la  B asic  Industries, Inc. and  con so lid ated  s u b ­
s id iaries , is b as e d  sole ly  upon th e  report o f th e  o th e r auditors.

In o u r opin ion, b as e d  upon o u r e x a m in a tio n s  a n d  in 1 9 7 6  
th e  rep ort of o th e r auditors, th e  a fo re m e n tio n e d  financial 
s ta te m e n ts  p resen t fairly  th e  financia l position o f G e n e ra l 
S ig n a l C o rp o ra tio n  a n d  c o n s o lid a te d  s u b s id ia rie s  a t D e ­
c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , a n d  th e  resu lts  o f th e ir o p e ra ­
tions a n d  th e  c h a n g e s  in th e ir financ ia l position for th e  yea rs  
then  e n d e d , in conform ity  w ith  g e n e ra lly  a c c ep ted  accounting  
princ ip les  app lied  on a  con sisten t b as is .— Report of Inde­
pendent Certified Public Accountants.

S h a re o w n e rs  a n d  B oard  of D irectors  
M e d u s a  C o rp oratio n , C le v e la n d , O h io

W e  h a v e  e x a m in e d  th e  con so lid a ted  b a la n c e  s h ee ts  of 
M e d u s a  C o rp oratio n  and  sub s id iaries  as  o f D e c e m b e r 31 , 
1 9 7 7  a n d  1 9 7 6 , a n d  th e  re la ted  con so lid ated  s ta te m e n ts  of 
e a rn in g s , s h a re o w n e rs ’ equ ity  a n d  c h a n g e s  in financia l posi­
tion for th e  y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  
in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s tan dards  
an d , accord ing ly , included such  tests  o f th e  accou nting  rec ­
ords a n d  such o th e r aud iting  p ro ce d u re s  as  w e  co n s id ered  
n e c e s s a ry  in th e  c ircu m stan ces . T h e  financia l s ta te m e n ts  of 
c e rta in  c o n s o lid a te d  s u b s id ia rie s  (re p re s e n tin g  less  th an  
1 1 %  o f c o n s o lid a te d  a s s e ts  a n d  s a le s  fo r 1 9 7 6 )  w e re  
e x a m in e d  by a n d  rep orted  upon by o th e r in d e p e n d e n t a c ­
cou ntan ts , and , as  to such  sub s id iaries , w e  h a v e  re lied  solely  
upon th e  reports o f o th er in d e p e n d e n t accou ntan ts .

In o u r opin ion , b as e d  upon o u r e x a m in a tio n s  an d , for 1 9 7 6 , 
th e  a fo re m e n tio n e d  reports  o f o th e r in d e p e n d e n t a c c o u n ­
tan ts , th e  financia l s ta te m e n ts  re ferred  to  a b o v e  p re s e n t fairly  
th e  con so lid ated  financia l position o f M e d u s a  C o rp oratio n  
and  sub s id iaries  a t D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , and  th e  
con so lid ated  resu lts  o f th e ir o p e ra tio n s  and  c h a n g e s  in the ir 
financ ia l position for th e  y e a rs  then  e n d e d , in conform ity  w ith  
g e n e ra lly  a c c ep ted  accou nting  princ ip les  app lied  on a  con s is ­
ten t basis.

T o  th e  S h a re h o ld ers  o f U n ited  T ec h n o lo g ies  C o rp oratio n

W e  h av e  e x a m in e d  th e  con so lid a ted  b a la n c e  s h e e ts  o f 
U n ited  T ec h n o lo g ies  C o rp oratio n  a n d  its sub s id ia ries  at D e ­
c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , and  th e  re la ted  con so lid ated  
s ta te m e n ts  o f in co m e, c h a n g e s  in s h a re h o ld e rs ’ equ ity  and  
c h a n g e s  in financ ia l position fo r th e  y e a rs  th e n  e n d e d . O u r  
e x a m in a tio n s  w e re  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c ­
ce p te d  aud iting  s tan d ard s  a n d  accord in g ly  inc luded  such  
tests  o f th e  accou nting  reco rd s and  such  o th e r aud iting  p ro ­

c e d u re s  as  w e  c o n s id ered  n e c e s s a ry  in th e  c ircu m stan ces . 
In 1 9 7 6  w e  did not e x a m in e  th e  con so lid a ted  financia l s ta te ­
m en ts  o f O tis  E le v a to r C o m p a n y , a  con so lid a ted  subsid iary , 
w hich  s ta te m e n ts  reflect total assets  a n d  re v e n u e s  constitu t­
ing 2 8  p ercen t and  2 2  percent, resp ective ly , of th e  re la ted  
con so lid ated  totals. T h e s e  s ta te m e n ts  w e re  e x a m in e d  by 
o th e r in d e p e n d e n t acco u n tan ts  w h o s e  report th e re o n  has  
b ee n  furn ished  to us and  o u r opinion  e x p re ss e d  h ere in , in­
s o fa r as  it re la tes  to th e  am o u n ts  inc luded  for O tis  E leva to r  
C o m p a n y  in 1 9 7 6 , is b as e d  sole ly  upon  th e  rep ort o f th e  
o th e r auditors.

In o u r opin ion , b as e d  upon o u r e x a m in a tio n s  and  th e  report 
of o th e r in d e p e n d e n t accou ntan ts , th e  ac c o m p a n y in g  c o n ­
so lid a ted  financ ia l s ta te m e n ts  p resen t fa irly  th e  financ ia l p os i­
tion o f U n ited  T ec h n o lo g ies  C o rp o ratio n  and  its sub s id iaries  
at D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , a n d  th e  resu lts  o f the ir 
o p e ra tio n s  and  th e  c h a n g e s  in the ir finan c ia l position for the  
y e a rs  th en  e n d e d , in conform ity  w ith  g e n e ra lly  a c c ep ted  a c ­
counting  princip les con sisten tly  a p p lie d .— Report of Inde­
pendent Accountants.

QUALIFIED OPINIONS

statement on Auditing Standards No. 2 s ta tes  in part:

2 9 . A  q ualified  opin ion  s ta tes  that, “e x c e p t fo r ” or 
“sub jec t to ’’ th e  e ffec ts  o f th e  m a tte r to  w hich  th e  q u a l­
ification re la tes , th e  finan c ia l s ta te m e n ts  p re s e n t fairly  
financ ia l position, resu lts  o f o p e ra tio n s  and  c h a n g e s  in 
financia l position in conform ity  w ith  g en e ra lly  a c c ep ted  
accou nting  princ ip les  con sisten tly  app lied . S u ch  an  
opinion  is e x p re ss e d  w h e n  a  lack o f sufficient c o m p e ­
ten t ev id en tia l m a tte r o r restrictions on  th e  s co p e  o f th e  
a u d ito r’s e x a m in a tio n  h a v e  led h im  to  con c lud e  th a t he  
can n o t e x p re ss  an  u nq ualified  o p in io n , or w h e n  th e  
aud ito r b elieves , on th e  basis o f his e x a m in a tio n , that

a. th e  financ ia l s ta te m e n ts  con tain  a  d ep a rtu re  from  
g en e ra lly  a c c ep ted  accou nting  princip les, th e  e f­
fec t o f w hich  is m a te ria l,

b. th e r e  h a s  b e e n  a  m a te r ia l  c h a n g e  b e tw e e n  
period s  in accou nting  princ ip les  o r in th e  m etho d  
of th e ir app lication , o r

c. th e re  a re  s ign ificant u ncerta in ties  a ffec tin g  th e  fi­
n an c ia l s ta te m e n ts ,

a n d  h e  h as  d ec id e d  not to  e x p re ss  an  a d v e rs e  opin ion  
o r to d isc la im  an  opin ion .

3 2 . W h e n  th e  aud ito r in tend s to  e x p re ss  a  q ualified  
opin ion , h e  should  d isc lo se  all th e  s u b s tan tive  reaso n s  
in a  s e p a ra te  e x p la n a to ry  p a ra g ra p h (s ) o f his report, 
and  should  inc lude, in th e  opinion  p ara g ra p h , th e  a p ­
p ro pria te  q ualify ing  la n g u a g e  and  a  re fe re n c e  to  th e  
e x p la n a to ry  p a ra g ra p h (s ) . T h e  re q u ire m e n t  fo r an  
ex p la n a to ry  p a ra g ra p h  d o e s  not ap p ly  w h e n  th e  o p in ­
ion p ara g ra p h  h as  b e e n  m odified  b e c a u s e  of a  c h a n g e  
in accou nting  princip le  (s e e  p a ra g ra p h  2 0 ).

3 3 . T h e  e x p la n a to ry  p a ra g ra p h (s ) should  d isc lose  
th e  principal e ffec ts  of th e  sub jec t m a tte r of th e  q ua lifi­
cation  on financ ia l position, resu lts  o f o p era tio n s  and  
c h a n g e s  in financ ia l position, if re a s o n a b ly  d e te rm in a ­
ble. If th e  effec ts  a re  not re a s o n a b ly  d e te rm in a b le , the
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report should  so sta te . If such  d isc losures a re  m a d e  in 
a  n ote  to  th e  financia l s ta te m e n ts , th e  e xp lan ato ry  
p a ra g ra p h (s ) m a y  b e  sh o rten ed  by referring  to it. T h e  
e x p la n a to ry  p a ra g ra p h (s )  a ls o  s h o u ld  m a k e  c le a r  
w h e th e r the  m a tter is (a ) o n e  as  to w hich  th e re  is a  
d iffe ren ce  o f opin ion  b e tw e e n  th e  aud ito r and  his client 
a n d  fo r w h ic h  th e  a u d ito r b e lie v e s  an  a d ju s tm e n t  
should  b e  m a d e  o r (b ) o n e  involving an  u ncerta in ty  that 
can n o t p resen tly  be  reso lved  b e c a u s e  th e  o u tco m e  
d e p e n d s  on fu ture  events . If an  aud ito r w ish es  to e m ­
p h a s ize  a  m a tte r o r d isc losure  reg ard ing  th e  financia l 
s ta te m e n ts  but d o e s  not in tend  to  q ualify  his opinion  
(s e e  p ara g ra p h  2 7 ), he  should  not re fe r to this infor­
m ation  in th e  opin ion  p ara g ra p h  o f his report.

T a b le  6 -5  sh o w s  th e  vario u s  re a s o n s  for w hich  th e  a u ­
d ito rs ’ opin ions inc luded  in th e  su rvey  c o m p a n y  a n n u a l re ­
ports a re  q ualified . In addition  to th e  4 7  a u d ito rs ’ opin ions  
q ualified  as  to uncerta in ties , th e re  w e re  2  d isc la im ers  of an  
opinion.

UNCERTAINTIES

Statement on Auditing Standards No. 2 s ta tes  in part:

2 2 . In ce rta in  ins tances , th e  o u tc o m e  of m a tters  that 
m a y  a ffec t th e  financia l s ta te m e n ts  o r th e  d isc losures  
req u ired  th ere in  is not susceptib le  o f re a s o n a b le  es ti­
m ation ; such m atters  a re  to b e  re g a rd e d  as  u n certa in ­
ties for p u rp o ses  of this S ta te m e n t. W h e n  such  u n cer­
ta in ties  exist, it can n o t b e  d e te rm in e d  w h e th e r th e  fi­
n an c ia l s ta te m e n ts  sh o u ld  b e  a d ju s te d , o r in w h a t  
am o un t.

2 3 . T h e re  m a y  b e  u n c e rta in t ie s  w ith  re s p e c t to  
specific  m atters  w h o s e  possib le  e ffec ts  on th e  financia l 
s ta te m e n ts  can  b e  iso lated  and  th e re fo re  read ily  un ­
d ers to od . E x a m p le s  a re  th e  reco verab ility  o f a  d e fe rred  
cost o r th e  likelihood th a t a  m a te ria l a m o u n t w ill b e ­
c o m e  collectib le  o r p ay a b le  b e c a u s e  of in co m e ta x  a d ­
ju s tm en ts  o r litigation. A lso, th e re  m a y  be m ultip le  un­
c e rta in ties  o r u ncerta in ties  w h o s e  poss ib le  e ffec ts  a re  
c o m p lex  and  w h o s e  im p act on  th e  financ ia l s ta tem en ts  
co n se q u e n tly  is difficult for a  re a d e r to a s s ess . E x a m ­
p les  o f conditions ind icating  th e  e x is te n c e  o f u n c e rta in ­
ties  of th e  la tte r kind a re  recurring  o p era tin g  losses, 
serio us  d efic ien c ies  in w ork ing  cap ita l, an  inability to  
o bta in  financing  sufficient for co n tin ued  b u s iness  o p e r­
a tions, and  fa ilu re  to com ply  w ith  th e  te rm s  o f loan  
a g re e m e n ts . In s o m e  s ituations an  a d v e rs e  o u tc o m e  of 
m atters  in e ith e r c a te g o ry  could  im peril th e  con tin ued  
e x is te n c e  o f th e  entity. In a n y  e ven t, if th e  e ffec ts  o f the  
m atters  on th e  financia l s ta te m e n ts  could  be m ate ria l, 
th e ir n a tu re  a n d  th e ir possib le  e ffec ts  should  b e  d is­
c losed  in th e  s ta te m e n ts .

2 5 . In c a s e s  invo lv ing  u n c e rta in tie s , th e  a u d ito r  
should  b e  a b le  to form  an  o p in ion  w h e th e r th e  financ ia l 
s ta te m e n t item s a ffec ted  h av e  b ee n  s ta ted  in co n fo r­
m ity w ith  g e n e ra lly  a c c ep ted  accou nting  princ ip les  in 
all resp ects  o th e r th an  th o s e  co n tin g en t on th e  o u t­
c o m e  o f th e  u n certa in ties . If h e  is sa tis fied  th a t th ey  
h a v e  b een  so  s ta te d , h e  m a y  a p p ro p ria te ly  e x p re s s  an  
o pin ion  q ua lified  by reaso n  o f th e  u ncerta in ties  (s e e  
p ara g ra p h s  3 5  and  3 9 ). If th e  aud ito r b e lieves  th a t th e

TABLE 6-5: QUALIFIED OPINIONS

Uncertainties
1977 1976 1975 1974

Litigation ...............................
Valuation or realization of

29 38 40 32

assets............................... 8 10 13 16
Going concern........................ 6 8 N/C N/C
Tax or renegotiation liability 5 7 8 11
Discontinued operations...... 5 6 8 9
Contract claims..................... 4 2 4 4
Other ...................................... 3 4 4 4
Total Uncertainties............... 60 75 77 76
Total Companies....................
Accounting Principle 

Changes

47 59 60 62

Lease capitalization ............. 40 — — —
Translation policy................. 9 35 72 N/C
LIFO adopted......................... 6 15 50 192
Consolidation policy.............. 4 5 3 8
Loss contingencies................ 3 8 12 —
Other ...................................... 10 22 88 69
Total Changes......................... 72 85 225 269
Total Companies....................
N/C— Not Compiled

65 73 183 239

financ ia l s ta te m e n t item s a ffec ted  by u ncerta in ties  re ­
flect th e  app lication  of accou nting  princip les th a t a re  
not g en e ra lly  a c c ep ted , h e  a lso  should  m odify  his re ­
port to s ta te  his reserva tio n s  reg ard ing  d e p a rtu re s  from  
g en e ra lly  a c c e p te d  accou nting  princip les.

E x a m p le s  o f aud ito rs  op in io ns  q ua lified  b e c a u s e  o f u n cer­
ta in ties  follow .

Litigation

T o  th e  S to ckh o ld ers  and  B o ard  of D irec tors  of 
T h e  A m a lg a m a te d  S u g a r C o m p an y :

W e  h a v e  e x a m in e d  th e  con so lid ated  financ ia l s ta te m e n ts  
and  sch e d u le s  o f T h e  A m a lg a m a te d  S u g a r C o m p a n y  and  
sub s id iary , all as  listed in th e  index in Item  1 3  (a ) (1 )  on p a g e  
16. O u r e x a m in a tio n s  w e re  m a d e  in a c c o rd a n c e  w ith  g e n e r­
ally a c c ep ted  aud iting  s ta n d a rd s  an d , accord in g ly , included  
such  tes ts  o f th e  accou nting  reco rd s  a n d  such  o th e r auditing  
p r o c e d u r e s  a s  w e  c o n s id e r e d  n e c e s s a r y  in th e  c ir ­
c u m stan ces .

A s m o re  fully d escrib ed  in n o te  7  to th e  financ ia l s ta te ­
m ents , th e  C o m p a n y  reco rd ed  a  p rovision  in th e  a m o u n t o f 
$ 6 ,0 0 0 ,0 0 0  during  1 9 7 7  to settle  ce rta in  antitrust law suits. 
T h e  s e ttle m e n t is not ye t final. In add itio n , th e  C o m p a n y  re ­
m ain s  a  d e fe n d a n t in o th e r antitrust law suits . T h e  u ltim ate  
a m o u n t o f a n y  liabilities th a t m a y  b e  incu rred  in con nection  
w ith  th is  litigation, in add ition  to  th e  a m o u n t a lre a d y  reco rd ed , 
is not p resen tly  d e te rm in a b le .
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In o u r opin ion , sub jec t to th e  e ffec ts , if any , on th e  consoli­
d a ted  financ ia l s ta te m e n ts  of th e  u ltim ate  reso lution  o f th e  
m atters  d iscu ssed  in th e  p reced in g  p ara g ra p h , th e  a fo re m e n ­
tion ed  con so lid ated  financ ia l s ta te m e n ts  p resen t fairly  th e  
con so lid ated  finan c ia l position of T h e  A m a lg a m a te d  S u g a r  
C o m p a n y  and  sub s id iary  at D e c e m b e r 2 6 , 1 9 7 7  and  S e p ­
te m b e r 2 7 , 1 9 7 6  and  th e  con so lid ated  resu lts  o f o p era tio n s  
and  c h a n g e s  in financ ia l position for th e  5 2  w e e k s  en d ed  
D e c e m b e r 2 6 , 1 9 7 7 , th e  13  w e e k s  e n d e d  D e c e m b e r 2 7 , 
1 9 7 6  and  th e  5 2  w e e k s  e n d e d  S e p te m b e r 2 7 , 1 9 7 6 , and  th e  
supporting  s c h ed u les  p resen t fairly  th e  in fo rm ation  required  
to  b e  included th e re in , all in conform ity  w ith  g en e ra lly  a c ­
c e p te d  a c c o u n t in g  p r in c ip le s  a p p lie d  o n  a  c o n s is te n t  
b a s is .— Report of Independent Certified Public Accoun­
tants.

NOTES TO FINANCIAL STATEMENTS
Note 7: Litigation— In 1 9 7 4 , ind ictm ents  w e re  re tu rned  by a  

F ed e ra l G ran d  Jury  in S a n  F ranc isco  charg in g  th e  C o m p an y  
and  certa in  o th e r s u g a r c o m p a n ie s  w ith  antitrust v io la tions in 
m arketin g  re fined  s u g a r in a  n u m b e r o f s ta tes . In 1 9 7 5 , th e  
C o m p a n y  and  certa in  o th er s u g a r c o m p a n ie s  e n te re d  p leas  
o f nolo  c o n ten d e re  to  th e  ind ictm ents  a n d  th e  C o m p a n y  w a s  
fined  $ 5 0 ,0 0 0 . T h e  s a m e  c o m p a n ie s  h a v e  b ee n  s u ed  by th e  
g o v e rn m e n t in a  c o m p an io n  civil suit. T h e  C o m p a n y  h as  d e ­
n ied  th e  a lle g a tio ns o f th e  com pla in t, but is n eg otia tin g  a  
p ossib le  c o n sen t d ec re e .

T h e  C o m p a n y  h as  a lso  b ee n  n a m e d  as  a  d e fe n d a n t in 
a p p ro x im ate ly  1 0 0  p riva te  antitrust suits, m ost o f w h ich  w e re  
a lle g e d  to b e  C la s s  A ctions, filed in va rio u s  F e d e ra l a n d  S ta te  
courts. In e a c h  of th e s e  c a s es , p laintiffs a lle g e  certa in  v io la ­
tions o f antitrust law s by th e  C o m p a n y  and  o th e r se llers  o f 
re fined  s u g a r and  s e e k  in junctive re lief, a tto rn ey s ’ fe e s , litiga­
tion e x p e n s e s , and  treb le  d a m a g e s  in an  unspec ified  but 
su b stan tia l am o u n t. T h e  m ost im p ortan t of th e s e  c a s es , from  
th e  C o m p a n y ’s point o f v iew , h av e  b e e n  coo rd in a ted  for d is ­
co very  a n d  pretria l p ro ceed in g s  in th e  U .S . D istrict C o urt in 
S a n  Francisco .

In O c to b e r 1 9 7 7 , th e  C o m p a n y  a n n o u n c e d  an  a g re e m e n t  
to  se ttle  m ost o f th e s e  antitrust c a s e s  for $ 6 ,0 0 0 ,0 0 0 . T h e  
se ttle m e n t is not ye t final, rem a in s  sub jec t to  ce rta in  condi­
tions, a n d  m ust b e  finally  ap p ro ved  by th e  C o urt p rior to th e  
d isb u rs e m e n t o f m o n ey  to plaintiffs. If th e  se ttle m e n t d o es  not 
b e c o m e  final accord in g  to its te rm s , th e  C o m p a n y  w ould  
ag a in  b ec o m e  an  ac tive  d e fe n d a n t in th e s e  c a s e s  a n d  the ir  
o u tco m e w ou ld  a g a in  b e c o m e  u ncerta in . In th e  e v e n t of an  
u n favo rab le  o u tco m e, it is p ro b a b le  th e  loss w ou ld  b e  s u b ­
stan tia l: h o w ever, th e  a m o u n t o f th e  loss can n o t b e  re a s o n a ­
bly e s tim a te d  a t th is  tim e. T h e  se ttle m e n t has  b ee n  included  
in th e  financia l s ta te m e n ts  as  an  e x trao rd in ary  item .

T h e  se ttle m e n t d o e s  not c o v e r all th e  antitrust c la im s m a d e  
a g a in s t th e  C o m p a n y . T h e  C o m p a n y  h as  d en ie d  th e  a lle g a ­
tions in e a c h  o f th e s e  u nsettled  c a s e s  and  is v igorously  d e ­
fen d in g  th e m . T h e  o u tco m e o f this rem a in in g  litigation is un ­
certa in . In th e  e v e n t o f an  u n fa vo ra b le  o u tco m e, it is possib le  
th e  loss could  b e  sub stan tia l: h o w e v e r, th e  a m o u n t of any  
such  loss can n o t b e  re a s o n a b ly  e s tim a te d  a t th is  tim e. N o  
provision  fo r a n y  such  liability for u nsettled  c a s e s  h as  b een  
m a d e  in th e  con so lid ated  financ ia l s ta te m e n ts .

In add ition , th e  C o m p a n y  is a  d e fe n d a n t in o th e r law suits  
aris ing  in th e  o rd in ary  co u rse  o f bus iness , n o n e  o f w hich  is 
co n s id e red  m a te ria l.

T o  A m eric a n  B a k e rie s  C o m p an y:

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  of 
A M E R IC A N  B A K E R IE S  C O M P A N Y  (a  D e la w a re  c o rp o ra ­
tion) A N D  S U B S ID IA R IE S  as  of D e c e m b e r 3 1 , 1 9 7 7 , and  
J a n u a ry  1, 1 9 7 7 , and  th e  con so lid ated  s ta te m e n ts  of o p e ra ­
tions, paid -in  cap ita l, re ta in ed  earn in g s  a n d  c h a n g e s  in fin a n ­
cial position for th e  five fiscal y e a rs  e n d e d  D e c e m b e r 3 1 , 
1 9 7 7 . O u r e xam in a tio n  w a s  m a d e  in a c c o rd a n c e  w ith  g e n e r­
ally  ac c ep ted  aud iting  s tan d ard s , and  accord in g ly  included  
such  tests  o f th e  accou nting  records and  such  o th e r auditing  
p r o c e d u r e s  a s  w e  c o n s id e r e d  n e c e s s a r y  in th e  c ir ­
c u m stan ces .

A s d iscu ssed  fu rth er in N o te  6, o n e  lega l action  h as  b een  
filed  by th e  C o m p a n y  and  o n e  ag a in s t th e  C o m p a n y  c la im ing  
sub stan tia l d a m a g e s  as  a  resu lt o f a lle g e d  v io la tions o f an ti­
trust law s during  prior y e a rs . T h e  u ltim ate  o u tco m e of th e s e  
legal ac tio ns  is uncerta in  at th is  tim e.

In o u r opin ion , sub ject to  th e  e ffec t on th e  con so lid ated  
financ ia l s ta te m e n ts  o f an y  ad ju s tm en ts  th a t m a y  resu lt from  
th e  lega l ac tions m en tio n ed  in th e  p reced in g  p a ra g ra p h , th e  
a c c o m p an y in g  con so lid ated  financ ia l s ta te m e n ts  re fe rred  to  
a b o v e  p re s e n t fa ir ly  th e  f in a n c ia l p o s itio n  o f A m e r ic a n  
B a k e rie s  C o m p a n y  and  S u b s id iaries  as  o f D e c e m b e r 31 , 
1 9 7 7 , and  J a n u a ry  1 ,  1 9 7 7 , a n d  th e  resu lts  o f th e ir o p e ra tio n s  
and  c h a n g e s  in financ ia l position for th e  five fiscal y e a rs  
en d ed  D e c e m b e r 3 1 , 1 9 7 7 , in conform ity  w ith g e n e ra lly  a c ­
cep te d  accou nting  princ ip les  con sisten tly  app lied  during  th e  
p eriod s .—  Report of Independent Public Accountants.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 6: Contingencies— T h e  C o m p a n y  is th e  plaintiff in an  
antitrust action  aris ing  out o f th e  p u rch a s e  of ing red ien ts  for 
its b aking  b usiness, and  c o u n te rc la im s  a re  pen d in g  th ere in  
a g a in s t th e  C o m p a n y . M a n a g e m e n t b e lie v e s  th a t th e  C o m ­
p an y  will p reva il, but is u n ab le  a t th is  tim e  to e s tim a te  th e  
u ltim ate  recovery .

T h e  C o m p a n y  is o n e  o f a  n u m b e r o f d e fe n d a n ts  in an  
antitrust c a s e  filed  by com petito rs  in th e  b aking  b usiness. 
M a n a g e m e n t b e lieves  th a t th e  C o m p a n y  h as  m erito rio us  d e ­
fen s e s , is v igorously  opp os ing  this action  and  has  filed co u n ­
terc la im s, but m a n a g e m e n t is u n ab le  a t th is  tim e  to  e s tim ate  
th e  u ltim ate  a g g re g a te  liability o r reco very , if any , of th e  
C o m p a n y  th ere fro m .

D uring  1 9 7 7 , th e  C o m p a n y  rece ived  fina l se ttle m e n ts  re ­
la ted  to  an  antitrust action  aris ing  out o f th e  p u rch a s e  of 
ing red ients . T h is  se ttle m e n t plus se ttle m e n ts  rece ived  in 
1 9 7 5  and  1 9 7 6  less legal fe e s  am o u n ted  to  $ 9 9 1 ,0 0 0  w hich  
w a s  included in th e  s ta te m e n t o f o p e ra tio n s  in th e  secon d  
q u a rte r o f 1 9 7 7 .

In p rior y e a rs , th e  C o m p a n y  w a s  a  d e fe n d a n t in a  law suit 
w hich , if successfu l, w ou ld  h av e  resu lted  in th e  return  of 
1 7 8 ,2 0 0  co m m o n  s h a re s  w hich  th e  C o m p a n y  p u rch ased  
from  a  m u tua l fund for $ 3 .0 0  p er s h a re . T h is  law suit w a s  
d ism issed  on  O c to b e r 19 , 1 9 7 7 .
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T o  th e  S h a re h o ld ers  a n d  B oard  of 
D irectors  o f G u lf O il C o rp oratio n

W e  h a v e  e x a m in e d  th e  a cco m p an y in g  con so lid ated  s ta te ­
m e n t o f financia l position o f G u lf O il C o rp o ra tio n  a n d  its s u b ­
s id iaries  at D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , and  th e  re la ted  
con so lid ated  s ta te m e n ts  o f in co m e a n d  re ta in e d  e a rn in g s  and  
of c h a n g e s  in financ ia l position for th e  y e a rs  th en  e n d e d , and  
th e  s u p p le m e n ta l s c h ed u les  on  p a g e s  6 5  to 6 7 . O u r e x a m in a ­
tions w e re  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  a u ­
diting s ta n d a rd s  a n d  accord in g ly  inc luded  such  tes ts  o f th e  
accou nting  reco rd s  and  such  o th e r aud iting  p ro ced u res  as  
w e  c o n s id ered  n e c e s s a ry  in th e  c ircu m stan ces . W e  did not 
e x a m in e  th e  con so lid ated  financia l s ta te m e n ts  o f G ulf O il 
C a n a d a  L im ited  a n d  its sub s id iaries , w hich  constitu te  no  
m o re  th an  13  p ercen t o f total re v e n u e s  in e a c h  o f th e  tw o  
y e a rs  e n d e d  D e c e m b e r 3 1 , 1 9 7 7  a n d  1 7  p erc e n t o f total 
a s s e ts  a t D e c e m b e r  3 1 , 1 9 7 7  a n d  D e c e m b e r  3 1 , 1 9 7 6 .  
T h e s e  s ta te m e n ts  w e re  e x a m in e d  by o th e r in d e p e n d e n t a c ­
co u ntan ts  w h o s e  report th e re o n  h as  b e e n  fu rn ished  to  us, 
a n d  o u r opin ion  e x p re ss e d  h ere in , in so fa r as  it re la te s  to  th e  
am o u n ts  included fo r th e s e  c o m p a n ie s , is b ased  so le ly  upon  
th e  rep ort o f th e  o th e r in d e p e n d e n t accou ntan ts .

A s  d iscu ssed  in N o te s  6  a n d  16 , th e  C o m p a n y , a  s u b ­
s id iary  o f th e  C o m p a n y , and  a  p artn ersh ip  in w h ich  th e  C o m ­
p an y  h as  a  5 0  p erc e n t in teres t a re  invo lved  in a  n u m b e r of 
leg a l p ro ceed in g s  con cern in g  u ran iu m  m a tte rs  including  th e  
a lle g e d  e ffec t o f certa in  fo re ig n  m arke tin g  a rra n g e m e n ts . 
W h ile  th e  C o m p a n y  b e lieves  th a t th e  reso lution  o f th e s e  m a t­
ters  ta k e n  as  a  w h o le  will not resu lt in a  m ateria l loss to th e  
C o m p a n y , th e re  h a v e  b ee n  d ev e lo p m en ts  in 1 9 7 7  w ith  re ­
sp ec t to  th e s e  p ro ceed in g s  a n d  w e  a re  u n ab le  to con c lu d e  on  
th e  p ossib le  e ffec ts , if any , on th e  C o m p a n y ’s con so lid ated  
financ ia l s ta te m e n ts  of th e  reso lution  o f th e  u ran iu m  litigation. 
In o u r report d a te d  F eb ru a ry  2 3 , 1 9 7 7 , o u r opin ion  on  th e  
1 9 7 6  c o n s o lid a te d  fin a n c ia l s ta te m e n ts  w a s  u n q u a lifie d . 
H o w ev e r, in v iew  o f th e  curren t u ncerta in ty , o u r p re s e n t o p in ­
ion on  th e  1 9 7 6  con so lid ated  financ ia l s ta te m e n ts , as  p re ­
s e n te d  h ere in , is d iffe ren t from  th a t e x p re s s e d  in o u r p rev ious  
report.

In o u r opin ion , b as e d  on o u r e x a m in a tio n s  a n d  th e  report of 
o th e r in d e p e n d e n t a c c o u n tan ts  m en tio n ed  a b o v e , and  sub ­
je c t to  th e  e ffects , if any , on th e  con so lid a ted  finan c ia l s ta te ­
m en ts  as  m ight h a v e  b ee n  req u ired  h ad  th e  o u tc o m e  o f th e  
u n c e rta in ty  re fe rre d  to  in th e  p re c e d in g  p a ra g ra p h  b e e n  
kno w n, th e  ac c o m p a n y in g  con so lid ated  financ ia l s ta te m e n ts  
a n d  s u p p lem en ta l s c h ed u les  re ferred  to  a b o v e  p re s e n t fairly  
th e  financ ia l position o f G u lf O il C o rp o ra tio n  a n d  its s u b ­
s id ia ries  a t D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6  and  th e  resu lts  o f 
th e ir  o p e ra tio n s  a n d  th e  c h a n g e s  in th e ir financ ia l position for 
th e  y e a rs  th en  e n d e d , in con form ity  w ith  g e n e ra lly  ac c ep ted  
accou nting  princ ip les  con sisten tly  a p p lie d .— Report of Inde­
pendent Accountants

T h e  S h a re h o ld ers  a n d  B oard  o f D irectors ,
St. R eg is  P a p e r C o m p an y ;

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  o f St. 
R eg is  P a p e r  C o m p a n y  a n d  con so lid ated  sub s id iaries  as  o f 
D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , and  th e  re la ted  s ta te m e n ts  o f 
ea rn in g s , s h a re h o ld e rs ’ equ ity  a n d  c h a n g e s  in financ ia l posi­
tion fo r th e  y e a rs  th en  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  
in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s tan d ard s  
an d , accord ing ly , inc luded  such  tests  o f th e  accou nting  re c ­

ords a n d  such  o th e r aud iting  p ro ced u res  as  w e  co n s id ered  
n e c e s s a ry  in th e  c ircu m stan ces . W e  did not e x a m in e  th e  
financia l s ta te m e n ts  o f S o u th lan d  P a p e r  M ills , Inc. and  s u b ­
sid iary  fo r th e  y e a r  e n d e d  D e c e m b e r 3 1 , 1 9 7 6 , w h ich  s ta te ­
m en ts  reflect a ssets  a n d  re v e n u e s  constituting  1 7  p ercen t 
and  9  p ercen t, resp ective ly , o f th e  re la ted  con so lid ated  to ta ls  
for th a t y e a r . T h e s e  s ta te m e n ts  w e re  e x a m in e d  by o th e r a u ­
ditors w h o s e  report th e re o n  has  b ee n  fu rn ished  to  us, and  
o u r opin ion  e x p re ss e d  h ere in , inso far as  it re la tes  to th e  
am o u n ts  included fo r S o u th lan d  P a p e r M ills, Inc. a n d  s u b ­
sid iary  for th e  y e a r  e n d e d  D e c e m b e r 3 1 ,  1 9 7 6 , is b as e d  s o le ­
ly upon th e  report o f such  o th e r aud ito rs .

A s ind icated  in th e  n o te  to  th e  financ ia l s ta te m e n ts  c a p ­
tioned  “O th e r M a tte rs ,” St. R eg is  h as  b e e n  n a m e d  as  a  d e ­
fen d an t in a  n u m b e r o f lega l actions. S t. R eg is  can n o t now  
as s es s  th e  e x ten t o f its e x p o s u re  for d a m a g e s  in such  a c ­
tions. A ccord ing ly , no provision  for a n y  liability h as  b een  
m a d e  in th e  1 9 7 7  o r 1 9 7 6  financ ia l s ta te m e n ts .

In o u r opin ion , b as e d  upon o u r e x a m in a tio n s  a n d  th e  report 
o f o th er aud ito rs  re ferred  to a b o v e  a n d  sub jec t to  th e  e ffects , 
if any , on  th e  con so lid ated  financ ia l s ta te m e n ts  o f th e  ulti­
m a te  reso lution  of th e  m atters  d iscu ssed  in th e  p reced in g  
p a ra g ra p h , th e  con so lid ated  financ ia l s ta te m e n ts  p resen t 
fairly th e  financ ia l position o f th e  c o m p a n ie s  at D e c e m b e r 3 1 , 
1 9 7 7  and  1 9 7 6 , and  th e  resu lts  o f th e ir o p era tio n s  a n d  th e  
c h a n g e s  in th e ir financ ia l position fo r th e  y e a rs  th en  e n d e d , in 
c o n fo rm ity  w ith  g e n e ra lly  a c c e p te d  ac c o u n tin g  p rin c ip les  
app lied  on a  con s is ten t basis.—Auditors’ Opinion.

NOTES TO FINANCIAL STATEMENTS
Other Matters— In 1 9 7 6 , St. R eg is  P a p e r  C o m p a n y  w a s  

indicted by F ed e ra l g ran d  ju ries  in C h ic a g o  and  P h ilad e lp h ia , 
w hich  c h a rg e d  v io la tions o f th e  S h e rm a n  A ct b e c a u s e  o f a l­
leg ed  partic ipation  in co n sp irac ies  to fix, ra ise , m a in ta in , and  
stab ilize  th e  prices o f fo ld ing  carton s  a n d  th e  p rices and  
te rm s  a n d  conditions o f s a le  o f c o n s u m e r b ag s . T h e  c o m ­
p an y  p le a d e d  nolo contendere in C h ic a g o  and  w a s  fined . 
T h e  c o m p a n y  w a s  tried  a n d  acqu itted  in P h ilad e lp h ia . In 
1 9 7 5 , an  investigation  into th e  c o n ta in e r industry w a s  c o m ­
m e n c e d  in T e x a s . Ind ic tm ents  w e re  vo ted , but th e  co m p a n y  
w a s  not n a m e d . In 1 9 7 7 , an  investigation  o f antitrust v io la ­
tion s  in th e  s a le  o f p rim a ry  p a p e rs  w a s  c o m m e n c e d  in 
P h ilad e lp h ia . T h e  c o m p a n y  h as  b ee n  n a m e d  as  a  d e fe n d a n t  
in m a n y  p riva te  tre b le  d a m a g e  ac tio ns  charg in g  v io la tions of 
th e  antitrust law s  in th e  s a m e  industries  as  th o s e  investi­
g a ted . In add ition , on A u gu st 1, 1 9 7 7 , an  arb itra tion  p ro c e e d ­
ing c o m m e n c e d  w ith  resp ect to m o n eta ry  a n d  o th e r e q u itab le  
re lie f sou gh t by an  o w n e r a g a in s t St. R e g is  u n d er an  e xc lu ­
s ive  tim b e r cutting  con trac t b e tw e e n  St. R eg is  and  th e  o w n er. 
T h e  p ro c e e d in g  w a s  c o n c lu d e d  in D e c e m b e r  1 9 7 7 . T h e  
c o m p a n y  can n o t n ow  a s s es s  th e  e x te n t o f its e x p o s u re  for 
d a m a g e s  in th e  a b o v e  ac tio ns  or th e  d a m a g e s  a n d  cost o f 
com ply in g  w ith  a n y  injunction w hich  m a y  b e  issued  in th e  
arb itra tion  p ro ceed in g s . A ccord ing ly , no provision  fo r a n y  lia­
bility h as  b ee n  m a d e  in th e  1 9 7 7  a n d  1 9 7 6  financ ia l s ta te ­
m ents .
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Valuation or Realization of Assets

T o  th e  S to ckh o ld ers  a n d  B oard  of D irec tors  
C o lec o  Industries, Inc.

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t o f C o l­
e c o  Industries, Inc. and  its sub s id iaries  as  of D e c e m b e r 3 1 , 
1 9 7 7  a n d  1 9 7 6  and  th e  re la ted  con so lid ated  s ta te m e n ts  o f 
e a rn in g s  and  re ta in ed  e a rn in g s  and  o f c h a n g e s  in financia l 
position for th e  y e a rs  then  e n d e d . O u r  e x a m in a tio n s  w e re  
m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s ta n ­
d ard s  a n d  accord in g ly  inc luded  such  tests  o f th e  accounting  
reco rd s a n d  such  o th er aud iting  p ro ced u res  as  w e  consid ­
e re d  n e c e s s a ry  in th e  c ircu m stan ces .

A s d iscu ssed  in N o te  3  to  th e  con so lid ated  financ ia l s ta te ­
m en ts , at D e c e m b e r 3 1 , 1 9 7 7  th e  C o m p a n y  had  inventories  
o f e lectron ic  v id eo  g a m e  products a n d  c o m m itm en ts  for fu ­
tu re  p u rch ases  o f co m p o n e n ts  fo r th e s e  products, th e  ulti­
m a te  rea liza tio n  o f w hich  is d e p e n d e n t on fu ture  o p e ra tio n s  
and  m a rk e t conditions w hich  c a n n o t b e  e v a lu a te d  curren tly  
w ith  a  sufficient d e g re e  o f certa in ty .

In o u r opin ion , sub jec t to th e  e ffec t on th e  1 9 7 7  consoli­
d a te d  financ ia l s ta te m e n ts  of such  ad ju stm ents , if any , as  
m ight h a v e  b ee n  req u ired  h ad  th e  o u tc o m e  o f th e  u ncerta in ty  
re fe rred  to  in th e  p reced in g  p a ra g ra p h  b ee n  kno w n, th e  c o n ­
so lid a ted  financ ia l s ta te m e n ts  re ferred  to  a b o v e  p re s e n t fairly  
th e  financ ia l position of C o lec o  Industries , Inc. and  its s u b ­
s id iaries  as  o f D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , a n d  th e  results  
o f th e ir  o p e ra tio n s  and  th e  c h a n g e s  in th e ir finan c ia l position  
fo r th e  y e a rs  th en  e n d e d , in con form ity  w ith  g e n e ra lly  a c ­
c e p te d  accou nting  princ ip les  con s is ten tly  a p p lie d .— Report 
of Independent Accountants.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note 3: Inventories— In v e n to rie s  a t D e c e m b e r  31 a re  
s u m m a rize d  as  follows:

1977 1976
(Amounts in thousands)

Raw materials........................... ........  $11,023 $ 7,300
Work-in-process ..................... 8,869 4,542
Finished goods......................... ........  18,980 7,861

$38,872 $19,703

A t D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , inven to ries  o f fin ished  
g oo d s  and  w o rk -in -p ro c e s s  inc lude a  cost reco very  fac tor of 
$ 5 ,5 8 8 ,0 0 0  and  $ 8 6 7 ,0 0 0 , resp ective ly , fo r p roducts  esti­
m a te d  to  b e  re tu rned  s u b s e q u e n t to  y e a r-e n d . A t M arch  3 1 , 
1 9 7 8 , th e  cost reco very  fac to r o f ac tu a l re turns  relating  to  
1 9 7 7  s a le s  a p p ro x im a te d  $ 3 ,4 0 0 ,0 0 0 ,  inc lud ing  a p p ro x i­
m a te ly  $ 3 ,0 0 0 ,0 0 0  a ttr ib u ta b le  to  e le c tro n ic  v id e o  g a m e  
products.

Inc luded  in in ven to ries  at D e c e m b e r 3 1 ,  1 9 7 7  a re  am o un ts  
re la ted  to  e lectron ic  v ideo  g a m e  products  o f $ 1 5 ,2 0 0 ,0 0 0 , net 
o f a  $ 3 5 3 ,0 0 0  w rite  d ow n  from  cost to  es tim a te d  m arke t 
va lu e . In add ition , at D e c e m b e r 3 1 , 1 9 7 7 , th e  C o m p a n y  had  
c o m m itm en ts  fo r fu tu re  p u rch a s es  o f e lectron ic  v id e o  g a m e  
product co m p o n e n ts  o f a p p ro x im a te ly  $ 2 ,6 0 0 ,0 0 0 . S a le s  of 
th e s e  products a re  s e a s o n a l in n a tu re  a n d  a re  e x p e c ted  to  
o ccu r prim arily  in th e  seco n d  half of th e  y e a r. In m a n a g e ­
m e n t’s opin ion , th e  am o u n t o f u ltim ate  rea liza tio n  o f this in­
ven tory  w ill b e  sub stan tia lly  e q u a l to  its carry ing  v a lu e  and  
th e  c o m m itm en ts  for fu tu re  p u rch a s es  a re  a t prices w h ich  will 
not resu lt in loss.

Mount Vernon Mills, Inc.:
W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t of 

M o u n t V e rn o n  M ills, Inc. a n d  sub s id iaries  as  of D e c e m b e r 3 1 , 
1 9 7 7  a n d  1 9 7 6  a n d  th e  re la ted  s ta te m e n ts  of con so lid ated  
inco m e, s h a re h o ld e rs ’ equ ity , and  c h a n g e s  in financ ia l posi­
tion for th e  y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  
in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s tan d ard s  
an d , accord ing ly , included such  tests  o f th e  accou nting  re c ­
ords a n d  such o th e r aud iting  p ro ced u res  as  w e  co n s id ered  
n e c e s s a ry  in th e  c ircu m stan ces .

A s  d is c u s se d  in N o te  5  to  th e  C o n s o lid a te d  F in a n c ia l 
S ta te m e n ts , th e  C o m p a n y  a n d  a  w h o lly -o w n e d  sub s id iary  
h a v e  a  total of a p p ro x im a te ly  $ 3 5 0 ,0 0 0  in acco u n ts  re c e iv a ­
b le from  cu s to m ers  w h o  a re  in vario us  s ta g e s  o f ban kru ptcy  
p ro ceed in g s. B e c a u s e  th e  b an kru ptcy  p ro ceed in g s  a re  in th e  
e a rly  s ta g e s , th e  u ltim ate  am o u n t re a liza b le  from  such re ­
ce iva b le s  is not p resently  d e te rm in a b le .

In o u r opin ion , sub ject to th e  e ffec ts  on  th e  1 9 7 7  financia l 
s ta te m e n ts  o f such  ad ju s tm en ts , if any , as  m ight h a v e  b een  
req u ired  had  th e  o u tco m e o f th e  u ncerta in ty  re ferred  to in th e  
p reced in g  p ara g ra p h  b ee n  kno w n, th e  financ ia l s ta te m e n ts  
re ferred  to  a b o v e  p resen t fa irly  th e  financ ia l position o f th e  
c o m p a n ie s  at D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6  and  th e  results  
of th e ir o p e ra tio n s  and  th e  c h a n g e s  in th e ir financ ia l position  
for th e  y e a rs  then  e n d e d , in conform ity  w ith  g e n e ra lly  a c ­
c e p te d  a c c o u n t in g  p r in c ip le s  a p p lie d  on  a  c o n s is te n t  
bas is .— Accountants’ Report.

Going Concern

T o  th e  B oard  o f D irec tors  a n d  
S to ckh o ld ers  o f L ykes C o rp oratio n

W e  h a v e  e x a m in e d  th e  con so lid ated  s ta te m e n ts  of fin a n ­
cial position of L ykes C o rp o ra tio n  a n d  its sub s id iaries  as  of 
D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  re la ted  con so lid ated  
s ta te m e n ts  o f in c o m e  a n d  of c h a n g e s  in financ ia l position for 
th e  y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c ­
co rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s ta n d a rd s  a n d  a c ­
cord ing ly  included such  tes ts  o f th e  accou nting  reco rd s  and  
such  o th e r auditing  p ro ced u res  as  w e  c o n s id ered  n ec e s s a ry  
in th e  c ircu m stan ces .

F or th e  y e a r e n d e d  D e c e m b e r 3 1 , 1 9 7 7 , Lykes incurred  a  
n et loss o f $ 1 8 9 ,7 4 6 ,0 0 0  a n d  had  u sed  p ractica lly  all of its 
a v a ila b le  lines  o f c red it (N o te  H ). In c o n n e c tio n  w ith  an  
a g re e m e n t in princip le  to  m e rg e  into a n o th e r c o m p a n y  a n ­
n o u n ced  on N o v e m b e r 4 , 1 9 7 7  (N o te  T ), certa in  m ate ria ls  
w e re  filed  w ith  th e  U .S . D e p a rtm e n t of Justice  on J a n u a ry  13, 
1 9 7 8  w h ich  s ta ted  th a t for a  v a rie ty  o f re aso n s , including th e  
s ta te  o f th e  s tee l industry, a  realistic  c u rren t a s s e s s m e n t of 
Y o u n g sto w n  S h e e t and  T u b e  C o m p a n y ’s (a  w h o lly -o w n e d  
sub s id iary ) p ro sp ects  of continu ing  for th e  long te rm  its p re s ­
en t p osture  in th e  s tee l industry, a b s e n t s ign ificant ex te rn a l 
relief, a re  d im . It w a s  fu rth er s ta ted  th a t, a b s e n t such  relief 
a n d  w ith o u t th e  s a le  o f s ig n ific a n t a s s e ts , L y k e s  (a n d  
Y o u n g s to w n ) w o u ld  e x p e r ie n c e  s e v e r e  c a s h  s h o rta g e s  
s o m e tim e  in 1 9 7 8  an d , w ith ou t th e  m e rg e r, w ou ld  in all p rob ­
ability h a v e  to sell sub stan tia l ass e ts  to  p ro du ce  sufficient 
cash  fo r 1 9 7 8  re q u irem en ts . T h e s e  c ircu m stan ces  ra ise  th e  
q uestio n  as  to w h e th e r o r not L ykes will b e  a b le  to  c o n tin u e  in 
business  as  a  going  c o n cern  un less it is a b le  to a tta in  future
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pro fitab le  o p era tio n s  a n d /o r obta in  add itional financing  or 
cap ita l. T h e  a cco m p an y in g  financ ia l s ta te m e n ts  h a v e  b een  
p re p a re d  on th e  basis  o f accou nting  princ ip les  a p p licab le  to a  
going  con cern . A ccord ing ly , th ey  do not purport to g ive  effect 
to  ad ju stm ents , if any , th a t m a y  b e  n ec e s s a ry  should  Lykes  
b e u n ab le  to con tin u e  as  a  going  con cern  and  th e re fo re  be  
req u ired  to re a lize  its a ssets  and  liqu idate  its liabilities, c o n ­
ting en t o b ligations and  c o m m itm en ts  in o th e r than  th e  norm al 
c o u rs e  o f b u s in e s s  a n d  a t a m o u n ts  d iffe re n t fro m  th o s e  
sho w n  in th e  acco m p an y in g  financia l s ta te m e n ts .

A s d escrib ed  in N o te  B, Lykes c losed  d ow n a  sign ificant 
part o f its s te e lm ak in g  o p era tio n s  during 1 9 7 7  and  reco rd ed  a  
provision for th e  es tim a te d  costs and  e x p e n s e s  to b e  incurred  
in con nection  th erew ith . M a n a g e m e n t b e lie v e s  th a t th e  provi­
sion re p resen ts  a  re a s o n a b le  es tim atio n  o f th e  costs and  
e x p e n s e s  asso c ia ted  w ith  th e  shu tdo w n , h o w ever, th e  ulti­
m a te  am o u n t of costs and  e x p e n s e s  to  b e  incurred  is not 
p resen tly  d e te rm in a b le .

In o u r opin ion, sub jec t to th e  effec ts  o f th e  1 9 7 7  financia l 
s ta te m e n ts  o f such  ad ju stm ents , if a n y , as  m ight h a v e  b een  
req u ired  had th e  o u tco m e of th e  u n certa in ties  re ferred  to in 
th e  tw o  p reced in g  p ara g ra p h s  b ee n  kno w n, th e  con solidated  
financ ia l s ta te m e n ts  e x a m in e d  by us p re s e n t fairly  th e  fin a n ­
cial position of Lykes C o rp oratio n  and  its sub s id iaries  at D e ­
c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , a n d  th e  resu lts  of th e ir o p e ra ­
tions and  th e  c h a n g e s  in th e ir financ ia l position for th e  yea rs  
then  e n d e d , in conform ity  w ith  g e n e ra lly  acc ep ted  accounting  
princ ip les  consisten tly  a p p lie d .— Report of Independent Ac­
countants.

B oard  of D irectors
M o rse  E lectro  Products  C orp .

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t of 
M o rse  E lectro  Products  C o rp . and  S u b s id iaries  as  of M arch  
3 1 , 1 9 7 7  and  th e  re la ted  con so lid ated  s ta te m e n ts  o f o p e ra ­
tions and  deficit, p a id -in  cap ita l and  c h a n g e s  in financ ia l posi­
tion for th e  y e a r th en  e n d e d  a n d  th e  sup porting  sched u les . 
O u r e xam in a tio n  w a s  m a d e  in a c c o rd a n c e  w ith  g en e ra lly  a c ­
ce p te d  auditing  s ta n d a rd s  an d , accord ing ly , inc luded  such  
tests  o f th e  accou nting  records and  such  o th e r aud iting  p ro ­
c e d u re s  as  w e  co n s id ered  n e c e s s a ry  in th e  c ircu m stan ces . 
W e  did not e x a m in e  th e  financ ia l s ta te m e n ts  o f M o rs e  E lectro  
P ro d u cts  (C a n a d a )  C o rp . Ltd. a n d  M o rs e  E le c tro p h o n ic  
(H o n g  K ong) Ltd., w h o lly -o w n ed  con so lid ated  subsid iaries , 
w hich  s ta te m e n ts  reflect total ass e ts  a n d  n et sa les  constitut­
ing 1 4 .7 %  and  8 .1 % , resp ective ly , of th e  re la ted  con so lid ated  
to ta ls . T h e s e  s ta te m e n ts  w e re  e x a m in e d  by o th er auditors  
w h o s e  reports th e re o n  h a v e  b ee n  fu rn ished  to  us and  o ur 
opin ion  e x p re ss e d  h ere in , inso far as  it re la tes  to th e  am o un ts  
included for such sub s id iaries , is b ased  so le ly  upon th e  re ­
ports o f th e  o th e r aud ito rs  a p p e a rin g  e ls e w h e re  h ere in . T h e  
con so lid ated  finan c ia l s ta te m e n ts  o f M o rse  E lec tro  Products  
C o rp . and  S u b s id iaries  for th e  y e a r  e n d e d  M arch  3 1 , 1 9 7 6 , 
w e re  e x a m in e d  by o th e r aud ito rs  w h o s e  report th e re o n  a p ­
p e a rs  e ls e w h e re  here in .

T h e  a fo re m e n tio n e d  c o n s o lid a te d  f in a n c ia l s ta te m e n ts  
h a v e  b e e n  p re p a re d  on a  going  con cern  basis  w h ich  c o n ­
tem p la te s  continuity  o f o p e ra tio n s  and  rea liza tio n  o f assets  
and  liquidation of liabilities in th e  o rd in ary  co u rse  of business. 
T h e  C o m p a n y  h as  incurred  sign ificant o p e ra tin g  losses d ur­
ing th e  th re e  fiscal y e a rs  e n d e d  M arch  3 1 , 1 9 7 7  a n d  as  a  
resu lt th e re o f, th e  h istorical con so lid ated  b a la n c e  s h e e t as  of 
M arch  3 1 , 1 9 7 7  ind ica tes  sub stan tia l s h a re h o ld e rs ’ a n d  w o rk ­
ing cap ita l d e fic ien c ies . A s d escrib ed  m o re  fully in N o te  12  to

th e  con so lid ated  financ ia l s ta te m e n ts  a n d  as  re flec ted  in th e  
p ro -fo rm a  con so lid ated  b a la n c e  s h ee t, th e  C o m p a n y  h as  e n ­
tered  into a  P lan  o f R e c a p ita liza tio n  provid ing  fo r th e  e x ­
c h a n g e  o f ap p ro x im a te ly  $ 6 9  million o f d eb t held  a n d  cred it 
p rovided  by its p rincipal len d ers  and  tw o  m a jo r sup p lie rs  for 
p re fe rred  stock ($ 1 5 .6  m illion), sub o rd in a ted  no tes  ($ 2 .4  m il­
lion), a  te rm  loan  ($31  m illion) and  loan s  a n d  a v a ila b le  cred it 
u n d er a  revo lving  cred it facility ($ 2 0  m illion). M a n a g e m e n t  
b e lieves  th e  C o m p a n y  should  b e  a b le  to  m a k e  th e  p aym en ts  
req u ired  u n d er th e  P lan  in J a n u a ry , 1 9 7 8  ($ 9 ,8 7 9 ,0 2 6 )  and  to  
com ply  w ith  o th e r provis ions o f th e  P lan , th rou gh  Ju ly  1 9 7 8 . 
H o w ev e r, th e  C o m p a n y  an tic ip a tes  th a t it will req u ire  a t least 
$1 m illion o f add itional c red it facilities during  th e  s u m m e r of
1 9 7 7 . F u rth erm o re , if b u d g eted  sa les  and  e x p e n s e  levels  a re  
not a tta in ed , th e  C o m p a n y  m ay  not b e  a b le  to  m a k e  the  
req u ired  p aym en ts  o r co m ply  w ith  th e  provis ions o f th e  P lan . 
F u rth erm o re , th e  C o m p a n y  will not b e  a b le  to  m a k e  th e  p a y ­
m en ts  d u e  u n d er th e  P lan  co m m en c in g  Ju ly  1 9 7 8  a n d  th e re ­
a fter. T h e  C o m p a n y  in tends prior to th a t d a te  to re n e g o tia te  
th e  te rm s  of th e  P lan  but th e re  can  b e  no a s s u ran c e  th a t it will 
b e a b le  to  o b ta in  a  fu rth er restructuring  a g re e m e n t, o r if su c ­
cessfu l, on w h a t te rm s . If th e  C o m p a n y  is u n ab le  to m a k e  
p ay m e n ts  d u e  in J a n u a ry , 1 9 7 8  o r co m p ly  w ith  th e  o th er  
provisions and  co v e n an ts  o f th e  P lan  prior to  July, 1 9 7 8 , o r is 
u n ab le  to o bta in  w a iv e rs  o r m a jo r m o d ifica tio ns  o f th e  p ay ­
m en t te rm s  w ith  th e  lend ers  in July 1 9 7 8 , th e  C o m p a n y  could  
b e fo rced  into a  p ro ceed in g  u n d er th e  B ankrup tcy  Act. A c ­
cordingly, th e  C o m p a n y ’s ability to  c o n tin u e  as  a  going  c o n ­
cern  is d ep e n d e n t upon th e  a tta in m e n t o f fu ture  profitable  
o p era tio n s , th e  ability  to co m ply  w ith th e  p rovisions o f the  
a fo re m e n tio n e d  P lan  of R e c a p ita liza tio n  and  th e  ability to  
o bta in  a  fu rth er restructuring  a g re e m e n t on o r b e fo re  July 31 ,
1 9 7 8 .

A s d iscu ssed  in N o te  5  to  th e  con so lid a ted  financ ia l s ta te ­
m en ts , th e  C o m p a n y ’s F e d e ra l inco m e ta x  returns for y e a rs  
prior to th a t e n d e d  M arch  3 1 , 1 9 6 8  a re  not sub ject to  e x a m i­
nation  by th e  In ternal R e v e n u e  S erv ice ; h o w ever, n et o p e ra t­
ing loss carryo vers  aris ing  in such  prior y e a rs  and  app lied  
th rou gh  th e  fiscal y e a r  e n d e d  M arch  3 1 , 1 9 6 9  a re  sub jec t to  
rev iew . T h e  C o m p a n y  is p resently  b e ing  e x a m in e d  for all 
y e a rs  th rou gh  1 9 7 5 . A ltho ug h  ad ju s tm en ts  h av e  not y e t b een  
fo rm a lly  p ro p o se d  by th e  S e rv ic e , q u e s tio n s  h a v e  b e e n  
ra ised  info rm ally  co n cern ing  d ed u ctio n s  tak e n  and  inco m e  
rep orted  for such  ye a rs . T h e  q uestio ns  ra ised  by th e  S e rv ic e  
could result in a  s ign ificant tax  a s s es s m e n t. T h e  C o m p an y  
in tends to con test a  su b stan tia l portion o f such  a s s e s s m e n t if 
fo rm ally  p ro po sed  by th e  S e rv ice . A ccord ing ly , no provision  
for such a s s es s m e n t h as  b e e n  m a d e  in th e  acco m p an y in g  
financ ia l s ta tem en ts .

In o u r opin ion, b ased  upon o u r e x a m in a tio n  and  th e  reports  
o f th e  o th e r aud ito rs , sub jec t to  th e  e ffec ts  o f such  ad just­
m ents , if any, as  m a y  resu lt from  th e  m atters  d iscu ssed  in the  
seco n d  and  third p a ra g ra p h s  h ereo f, th e  a fo re m e n tio n e d  
con so lid ated  finan c ia l s ta te m e n ts  p re s e n t fairly  th e  consoli­
d a ted  financ ia l position o f M o rse  E lec tro  Products  C o rp . and  
S u b s id iaries  as  o f M arch  3 1 , 1 9 7 7  a n d  th e  resu lts  o f the ir 
o p e ra tio n s  and  c h a n g e s  in th e ir financ ia l position for th e  y e a r  
then  e n d e d , a n d  th e  sup porting  sch e d u le s  p re s e n t fairly th e  
in form ation  req u ired  to  b e  included th e re in , all in conform ity  
with g en e ra lly  a c c ep ted  accou nting  princ ip les  ap p lied  on a  
basis con s is ten t w ith  th a t o f th e  p reced in g  y e a r.— Report of 
Independent Certified Public Accountants.
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Income Tax Liability

T h e  B oard  of D irec to rs  a n d  S h a re h o ld ers  
Foo d  Fair, Inc.

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t of 
F oo d  F air, Inc. a n d  S u b s id iaries  as  at Ju ly  3 0 , 1 9 7 7  a n d  July  
3 1 , 1 9 7 6  and  th e  re la ted  con so lid ated  s ta te m e n ts  o f incom e, 
s h a re h o ld e rs ’ equ ity  and  c h a n g e s  in financ ia l position for th e  
fifty-tw o w e e k  p eriod s  then  e n d e d . O u r e x a m in a tio n  w a s  
m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s ta n ­
d ard s  an d , accord ing ly , included such  tests  o f th e  accounting  
reco rd s and  such o th e r aud iting  p ro ce d u re s  as  w e  consid ­
e re d  n ec e s s a ry  in th e  c ircu m stan ces-

A s  m o re  fully d iscu ssed  in N o te  4, during  1 9 7 7  th e  C o m ­
p an y  b e c a m e  invo lved  in ce rta in  m atters  w h o s e  o u tco m e is 
not s u s c e p tib le  to  re a s o n a b le  e s tim a tio n . T h e s e  m atters  
consist o f a  legal action  to rec o v er w o rk m e n ’s c o m p en satio n , 
au to m o b ile  and  g e n e ra l liability c la im s o f $ 5 ,2 8 9 ,0 0 0  in e x ­
cess  o f th e  ded uctib le  a m o u n t p rovided  in th e  re la ted  insur­
a n c e  polic ies; th e  e lectio n  of th e  C o m p a n y  to s e lf-in su re  indi­
v idual c la im s o f $ 1 0 0 ,0 0 0  o r less for th e  risks d escrib ed  
a b o ve ; and  an  action  w hich  a lle g e s  v io la tions o f ce rta in  s e c ­
tions o f th e  F ed e ra l S ecu rities  L aw s a n d  co m m o n  law  princi­
p les.

A s d escrib ed  in N o te  4, th e  F ed e ra l in co m e tax  returns o f 
th e  C o m p a n y  a n d  certa in  sub s id iaries  h av e  b ee n  e x a m in e d  
by In ternal R e v e n u e  S e rv ic e  fo r th e  fiscal y e a rs  1 9 6 4  through  
1 9 6 8 . T h e  S e rv ic e  h as  p ro po sed  a d ju s tm en ts  w h ich  w ould  
resu lt in add itional ta x e s  o f a p p ro x im a te ly  $ 6 ,2 0 0 ,0 0 0  exc lu ­
s ive  o f interest. S in c e  th e  m ate ria l issues a re  being  litigated, 
it is not p resently  possib le  to e s tim a te  th e  u ltim ate  o u tco m e of 
th e  ta x  con tro vers ies .

In o u r opin ion , sub jec t to th e  effec ts  o f such ad ju stm ents , if 
any, as  m ight h a v e  b e e n  req u ired  h ad  th e  o u tc o m e  of th e  
u n certa in ties  re ferred  to in th e  seco n d  and  third a b o v e  p a ra ­
g rap h s , w ith  resp ect to th e  1 9 7 7  financ ia l s ta te m e n ts , and  th e  
third a b o v e  p ara g ra p h , w ith resp ect to  th e  1 9 7 7  and  1 9 7 6  
financ ia l s ta te m e n ts , b ee n  kno w n, th e  financia l s ta tem en ts  
d escrib ed  a b o v e  p re s e n t fairly  th e  con so lid ated  financ ia l pos­
ition o f Foo d  Fair, Inc. and  S u b s id iaries  a t July 3 0 , 1 9 7 7  and  
July 3 1 , 1 9 7 6  and  th e  con so lid ated  resu lts  o f th e ir o pera tion s  
a n d  c h a n g e s  in th e ir financia l position for th e  fifty -tw o  w e e k  
period s  then  e n d e d , in conform ity  w ith  g e n e ra lly  a c cep ted  
accou nting  princip les app lied  on a  con s is ten t basis , o ther 
th a n  for th e  c h a n g e s , w ith  w h ich  w e  concur, in th e  accounting  
m eth o d s  d escrib ed  in N o te  2  to th e  con so lid ated  financial 
s ta te m e n ts .— Report of Independent Certified Public Ac­
countants.

Discontinued Operations

T o  th e  B oard  of D irec tors  and  S to ckh o ld ers  
o f B e th le h e m  S te e l C o rp oratio n :

W e  h a v e  e x a m in e d  th e  C o n so lid a ted  B a la n c e  S h e e ts  of 
B e th le h e m  S te e l C o rp o ra tio n  a n d  its c o n s o lid a te d  s u b ­
s id ia ries  at D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6  and  th e  re la ted  
C o n so lid a ted  S ta te m e n ts  o f In c o m e  a n d  In co m e Invested  in 
th e  B u siness and  C h a n g e s  in F in anc ia l Position fo r th e  yea rs  
th en  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c c o rd a n c e  w ith  
g e n e ra lly  a c c ep ted  aud iting  s tan d ard s  and  accord in g ly  in­
c luded  such tests  o f th e  accou nting  reco rd s a n d  such  o th er

aud iting  p ro ced u res  as  w e  co n s id ered  n ec e s s a ry  in th e  cir­
c u m stan ces .

A s d escrib ed  in N o te  B, B e th le h e m  a n n o u n c e d , in A ugust 
1 9 7 7 , a  p lan  to  c lo se  d ow n  certa in  s te e lm ak in g  and  re la ted  
fac ilities  and  accord in g ly  reco rd ed  a  provision  for th e  es ti­
m ated  costs a n d  e x p e n s e s  to b e  incurred  in con nection  
the rew ith . M a n a g e m e n t b elieves , and  w e  concur, th a t th e  
provision  rep re s e n ts  a  re a s o n a b le  es tim atio n  o f th e  costs  
a n d  e x p e n s e s  as s o c ia te d  w ith  th e  c losed ow n. H o w e v e r, th e  
u ltim ate  a m o u n t o f costs  a n d  e x p e n s e s  to b e  incurred  is not 
p resen tly  d e te rm in a b le .

In o u r opin ion , sub ject to  th e  e ffec t, if any , on th e  1 9 7 7  
financia l s ta te m e n ts  o f th e  u ltim ate  d e te rm in a tio n  o f th e  a c ­
tua l costs and  e x p e n s e s  a s so c ia ted  w ith  th e  d ecis ion  re ­
fe rre d  to in th e  p reced in g  p a ra g ra p h , th e  ac c o m p a n y in g  fi­
n an c ia l s ta te m e n ts  p re s e n t fairly th e  financia l position o f 
B e th le h e m  S te e l C o rp o ratio n  and  con so lid ated  sub s id iaries  
at D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6  and  th e  resu lts  o f th e ir o p e r­
ations and  th e  c h a n g e s  in th e ir financia l position for th e  y e a rs  
th en  e n d e d  in con form ity  w ith  g en e ra lly  a c c ep ted  accou nting  
princ ip les  ap p lied  on  a  con s is ten t b as is .— Report of Inde­
pendent Accountants.

B oard  of D irec tors  and  S to ckh o ld ers  
Scovill M an u fac tu rin g  C o m p a n y

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t of 
S c o v ill M a n u fa c tu r in g  C o m p a n y  a n d  c o n s o lid a te d  s u b ­
s id iaries  as  o f D e c e m b e r 2 5 , 1 9 7 7  and  D e c e m b e r 2 6 , 1 9 7 6 , 
and  th e  re la ted  con so lid ated  s ta te m e n ts  o f ea rn in g s , s tock­
h o ld ers ’ equ ity  and  c h a n g e s  in financia l position fo r th e  fiscal 
y e a rs  th en  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in acco r­
d an c e  w ith  g en e ra lly  a c c ep ted  aud iting  s tan d ard s  an d , a c ­
cordingly, included such  tes ts  o f th e  acco u n tin g  reco rd s  and  
such  o th e r aud iting  p ro ce d u re s  as  w e  c o n s id ered  n ec e s s a ry  
in th e  c ircu m stan ces .

A s d escrib ed  in N o te  B, th e  C o m p a n y  m a d e  provision in 
1 9 7 5  fo r loss on  d isposition o f its M eta ls  and  G e n e ra l P ro d ­
ucts d ivision. W h ile  it is m a n a g e m e n t’s opin ion , w ith  w hich  
w e  concur, that th e  b a la n c e  of th e  provision  at D e c e m b e r 2 5 , 
1 9 7 7  is m o re  than  a d e q u a te  to c o v e r all fu ture  costs and  
e x p e n s e s  w hich  m a y  a rise  a s  a  resu lt o f th e  d isposition , th e  
u ltim ate  am o u n t o f such  costs  and  e x p e n s e s  is d e p e n d e n t on  
fac tors  w hich  a re  not p resen tly  d e te rm in a b le .

In o u r opin ion, sub ject to  th e  e ffec t on th e  financia l s ta te ­
m en ts  o f d ete rm in in g  th e  u ltim ate  a m o u n t of costs and  e x ­
p en s e s  re fe rred  to  in th e  p reced in g  p ara g ra p h , th e  financ ia l 
s ta te m e n ts  re ferred  to a b o v e  p resen t fa irly  th e  con so lid ated  
fin a n c ia l position  o f S covill M a n u fa c tu rin g  C o m p a n y  a n d  
con so lid ated  sub s id iaries  at D e c e m b e r 2 5 , 1 9 7 7  and  D e ­
c e m b e r 2 6 ,  1 9 7 6 , and  th e  con so lid ated  resu lts  of th e ir o p e ra ­
tions and  c h a n g e s  in financ ia l position for th e  fiscal yea rs  
th en  e n d e d , in conform ity  w ith  g en e ra lly  a c c ep ted  accou nting  
princip les app lied  on  a  con s is ten t b as is .— Report of Inde­
pendent Auditors.
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CHANGE IN ACCOUNTING PRINCIPLE

S ectio n  5 4 6  of Statement on Auditing Standards No. 1 
s ta tes  in part:

.01 W h e n  th e re  is a  c h a n g e  in accou nting  princip le, 
th e  in d e p e n d e n t aud ito r should  m odify  his opin ion  as  to  
con s is ten cy , ind icating th e  n atu re  o f th e  c h a n g e . T h e  
a u d ito r’s co n c u rre n ce  w ith  a  c h a n g e  is im plicit unless  
h e ta k e s  excep tio n  to  th e  c h a n g e  in exp ress in g  his 
opinion  as to  fa ir p resen ta tio n  o f th e  financ ia l s ta te ­
m en ts  in conform ity  w ith  g e n e ra lly  a c c ep ted  acco u n t­
ing princip les. N e v e rth e le s s , in o rd er to b e  m o re  infor­
m a t iv e  th e  a u d ito r  s h o u ld  m a k e  h is  c o n c u r re n c e  
explic it (un less  th e  c h a n g e  is th e  correction  o f an  error) 
using th e  exp ress io n  “w ith  w hich  w e  c o n c u r.” T h e  form  
o f m odification  o f th e  opin ion  d e p e n d s  on  th e  m etho d  
o f accounting  for th e  e ffec t o f th e  c h a n g e , as  e xp la in ed  
in p a ra g ra p h s  .0 2  and  .03 .

.0 2  If th e re  h as  b ee n  a  c h a n g e  in accou nting  princi­
p le  w h ich  should  b e  rep orted  by restating  th e  financia l 
s ta te m e n ts  o f p rior y ears , th e  ap p ro p ria te  re fe re n c e  to  
con s is ten cy  is th a t th e  s ta te m e n ts  a re  con s is ten t a fte r  
giving  re tro active  e ffec t to th e  c h a n g e . . . .

T h e  a u d ito r’s rep ort n e e d  not re fe r to a  c h a n g e  in 
accou nting  princip le  and  re s ta te m e n t m a d e  in con for­
m ity w ith  g e n e ra lly  a c c ep ted  accou nting  princ ip les  if 
th e  s ta te m e n ts  for th e  y e a r  o f c h a n g e  a re  rep orted  
upon to g e th e r w ith  th e  financia l s ta te m e n ts  fo r a  y e a r  
s u b s e q u e n t to  th e  y e a r o f ch a n g e .

.0 3  If th e re  h as  b ee n  a  c h a n g e  in accou nting  princi­
p le  w hich  should  b e  rep orted  by m e a n s  o th er th an  by 
restating  th e  financ ia l s ta te m e n ts  o f prior y e a rs  a n d  the  
in d e p e n d e n t aud ito r is reporting  on ly  on  th e  y e a r during  
w hich  th e  c h a n g e  w a s  m a d e , his report should  state  
th a t a c c o u n tin g  p rin c ip le s  h a v e  b e e n  c o n s is te n tly  
ap p lied  e x c ep t for th e  c h a n g e . . . .

If th e  in d e p e n d e n t aud ito r is reporting  on tw o  o r m o re  
y e a rs  w h e n  reporting  on a  s u b s e q u e n t y e a r ’s financia l 
s ta te m e n ts , h e  should  m a k e  a p p ro p ria te  re fe re n c e  to  
th e  c h a n g e  as  long as  th e  y e a r  o f c h a n g e  is included in 
th e  y e a rs  bein g  rep orted  u p o n . . . .

If th e  y e a r of c h a n g e  is th e  e a rlie s t y e a r  be in g  re ­
p orted  upon, th e re  is no inco ns is ten cy  in th e  ap p lic a ­
tion of accou nting  princip les during  th e  period  sub ­
s e q u e n t to th e  c h a n g e , but th e  aud ito r should  m a k e  
re fe re n c e  to th e  c h a n g e  hav in g  b e e n  m a d e  in such  
y e a r . . . .

Lease Capitalization

T h e  B oard  of D irec tors  and  S to ckh o ld ers ,
T h e  C o n tin en ta l G ro u p , Inc.:

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h ee ts  of 
T h e  C o n tin en ta l G ro up , Inc. and  sub s id iaries  as  of D e c e m b e r  
3 1 , 1 9 7 7  and  1 9 7 6  and  th e  re la ted  s ta te m e n ts  o f earn in g s , 
c h a n g e s  in financ ia l position a n d  c h a n g e s  in s to ckh o ld ers ’ 
equ ity  for the  y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  
m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s ta n ­
d ard s  and , accord ing ly , included such tes ts  of th e  accounting  
records and  such  o th e r aud iting  p ro ced u res  as  w e  consid ­
e re d  n ec e s s a ry  in th e  c ircu m stan ces .

In o u r opin ion , such con so lid ated  fin an c ia l s ta te m e n ts  p re ­
se n t fairly  th e  financia l position of th e  c o m p a n ie s  at D e ­
c e m b e r 3 1 ,  1 9 7 7  and  1 9 7 6  a n d  th e  resu lts  of th e ir o p era tio n s  
a n d  th e  c h a n g e s  in th e ir financ ia l position for th e  y e a rs  then  
e n d e d , in conform ity  w ith  g en e ra lly  a c c ep ted  accounting  
princ ip les  app lied  on a  con s is ten t basis  e x c e p t for th e  c h a n g e  
in 1 9 7 7 , w ith  w h ich  w e  concur, in th e  m eth o d  of accounting  
fo r le a s e s  d e s c rib e d  in th e  le a s e s  n o te  to th e  f in an c ia l 
s ta te m e n ts  .—Auditors’ Opinion.

NOTES TO FINANCIAL STATEMENTS 
Leases (in part) In 1 9 7 7 , th e  C o m p a n y  c h a n g e d  th e  

m etho d  of accou nting  for le a se s  to c o m p ly  w ith  S ta te m e n t  
N o. 13  issued by th e  F in anc ia l A ccou nting  S ta n d a rd s  B oard, 
T h e  e ffec t of th is  c h a n g e  on 1 9 7 7  n et e a rn in g s  w a s  im m a te ­
rial. If th e  C o m p an y  had a c co u n ted  for all le a s e s  in e x is ten ce  
b efo re  J a n u a ry  1 ,  1 9 7 7  in a c c o rd a n c e  w ith  S ta te m e n t N o . 13, 
n et p ro perty , p lan t and  e q u ip m e n t w ou ld  h av e  in c re as e d  by 
a p p ro x im a te ly  $ 7 2  m illion a n d  $ 8 6  m illion a n d  liabilities w ould  
h av e  in creased  by a p p ro x im ate ly  $ 7 0  m illion and  $ 8 6  million  
a t D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , resp ective ly . T h e  e ffec t on  
1 9 7 7  n et ea rn in g s  for th e  y e a r  w ou ld  h a v e  b ee n  im m ateria l.

B oard  o f D irectors  
D u p lex  P roducts Inc.

W e  h a v e  e x a m in e d  th e  b a la n c e  s h e e ts  o f D u p lex  Products  
Inc. as  of O c to b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  re la ted  s ta te ­
m en ts  of e a rn in g s , s to ckh o ld ers ’ equ ity  a n d  c h a n g e s  in fi­
n an c ia l position for e a c h  of th e  y e a rs  th e n  e n d e d . O u r e x a m i­
n ation s w e re  m a d e  in a c c o rd a n c e  w ith  g en e ra lly  a c cep ted  
aud iting  s tan d ard s , and  accord in g ly  included such  tests  of 
th e  accou nting  reco rd s  a n d  such  o th e r aud iting  p ro ced u res  
as  w e  co n s id ered  n e c e s s a ry  in th e  c ircu m stan ces .

In o u r opin ion , th e  financ ia l s ta te m e n ts  re ferred  to  ab o v e  
p resen t fairly  th e  financ ia l position o f D u p lex  Products  Inc. as  
o f O c to b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  resu lts  o f its o p e ra ­
tions and  c h a n g e s  in its financ ia l position for e a c h  o f th e  tw o  
y e a rs  th en  e n d e d , in conform ity  w ith  g e n e ra lly  a c c ep ted  a c ­
counting  princ ip les  app lied  on a  con s is ten t basis  a fte r re ­
s ta te m e n t fo r th e  c h a n g e , w ith  w h ic h  w e  co n cu r, in th e  
m e th o d  o f a c c o u n tin g  fo r le a s e d  p ro p e rty  u n d e r cap ita l 
le a se s  as  e xp la in ed  in N o te  B to th e  finan c ia l s ta te m e n ts .—  
Auditor’s Report.

NOTES TO FINANCIAL STATEMENTS
Note B: Accounting Changes— A t A u g u st 1, 1 9 7 7 , the  

c o m p a n y  c h a n g e d  its m etho d  of accou nting  for le a se d  prop­
erty  u n d er cap ita l le a se s  to  be in con form ity  w ith  F inancia l 
A ccounting  S ta n d a rd s  B oard  S ta te m e n t N o . 13  w h ich  e s ta b ­
lished a  n e w  s ta n d a rd  o f accou nting  for cap ita l le a se s . A s  
re q u ire d  by S ta te m e n t  N o . 1 3 , th e  c o m p a n y ’s f in a n c ia l 
s ta te m e n ts  h a v e  b ee n  res ta ted  for prior p eriods to g ive  re ­
tro active  e ffec t for th e  c h a n g e  in acco u n tin g  as  if S ta te m e n t  
N o. 13  had  b een  in e ffec t for p rior y e a rs . T h e  c h a n g e  in 
accounting  invo lved  th e  cap ita liza tio n  o f e q u ip m e n t o b lig a ­
tions a t d iscounted  am o u n ts  totaling  $ 2 ,0 2 7 ,0 0 0 ;  th e  am o rti­
za tio n  of th e  re la ted  le a s e  a ssets  o v e r th e  le a s e  periods  
w hich  a p p ro x im a te  th e  lives o f th e  e q u ip m en t; th e  reduction  
of th e  le a se  o b liga tion s  by m onth ly  le a s e  p ay m e n ts  n et of 
c h a rg e s  to in terest e x p e n s e , and  th e  recogn ition  o f th e  d e ­
ferred  inco m e tax  e ffects . In addition  to th e  e q u ip m e n t leases  
w hich  w e re  c a p ita lized  at A u gu st 1, 1 9 7 7 , th e  c o m p a n y  has  
capita l le a se s  for p lan t facilities w hich  w e re  c a p ita lized  in
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prior periods at the inception of the leases and consequently 
do not require retroactive treatment.

The effects of the change on retained earnings, earnings 
and per share amounts were as follows:

Earnings Add back Increase
as rent on Adjustments Earnings (decrease)

previously equipment for Per share
reported leases restatement* restated amounts

Year ended 
October 31,

1972 921 211 (236) 896 (.02)
1973 1,498 287 (309) 1,476 (.02)
1974 5,225 308 (331) 5,202 (.02)
1975 4,649 308 (323) 4,634 (.01)
1976 1,914 308 (315) 1,907 —

*Adjustments for restatement include amortization, interest and de­
ferred income taxes.

To the Stockholders and Board of Directors of 
Levi Strauss & Co.:

We have examined the consolidated balance sheets of 
Levi Strauss & Co. (a Delaware corporation) and subsidiaries 
as of November 27, 1977 and November 28, 1976, and the 
related consolidated statements of income, stockholders’ 
equity and changes in financial position for the years then 
ended. Our examination was made in accordance with gen­
erally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the c ir­
cumstances.

In our opinion, the accompanying financial statements pre­
sent fairly the financial position of Levi Strauss & Co. and 
subsidiaries as of November 27, 1977 and November 28, 
1976, and the results of their operations and the changes in 
their financial position for the years then ended, in conformity 
with generally accepted accounting principles applied on a 
consistent basis after giving retroactive effect to the change 
(with which we concur) in the method of accounting for leases 
as required by Statement of Financial Accounting Standards 
No. 13 and explained in the Accounting Policies (Accounting 
for Leases) to the consolidated financial statements.— 
Report of Independent Public Accountants.

ACCOUNTING POLICIES
Accounting for Leases— Late in 1976 the Financial Ac­

counting Standards Board issued a Statement of Financial 
Accounting Standards No. 13—Accounting for Leases which 
expanded the definition and, therefore, the number and types 
of leases that must be recorded in the accounts as assets 
and obligations (capital leases). Further, this statement re­
quires retroactive application of these accounting proce­
dures. As a result, the Company has restated its 1976 finan­
cial statements. The effect on years prior to 1976 is not mate­
rial and, therefore, the cumulative effect of such restatement 
has been included in the 1976 Consolidated Statement of 
Income. The effect of the change was to decrease 1977 and 
1976 net income by $115,000 and $132,000, respectively. 
There was no effect on net income per share in either year. 
Also the 1976 restated Consolidated Balance Sheet reflects 
an increase in Property, Plant and Equipment, net, of 
$13,609,000 and related Long-Term Debt of $12,604,000.

To the Board of Directors and 
Shareowners of Walgreen Co.:

We have examined the consolidated balance sheet of 
Walgreen Co. (an Illinois corporation) and Subsidiaries as of 
August 31, 1977, and 1976, and the related consolidated 
statements of earnings, retained earnings and changes in 
financial position for the years then ended. Our examination 
was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the ac­
counting records and such other auditing procedures as we 
considered necessary in the circumstances.

In our opinion, the consolidated financial statements re­
ferred to above present fairly the financial position of Walg­
reen Co. and Subsidiaries as of August 31, 1977 and 1976, 
and the results of their operations and the changes in their 
financial position for the years then ended, in conformity with 
generally accepted accounting principles which, except for 
the change (with which we concur) in the method of account­
ing for leases as required by Statement of Financial Account­
ing Standards No. 13 and explained in the accompanying 
Notes to Consolidated Financial Statements, were consis­
tently applied during the periods.—Auditors’ Report.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Leases (in part)—The Company generally operates in 
leased premises. Original non-cancelable lease terms typi­
cally range from ten to twenty years, and normally have op­
tions that permit renewals for additional periods. In addition to 
minimum fixed rentals, a number of leases provide for con­
tingent rentals based upon sales. Certain of these leases 
arising subsequent to December 3 1 , 1976, are considered to 
be capital leases as defined by the Financial Accounting 
Standards Board in Statement of Financial Accounting Stan­
dards No. 13 (S.F.A.S. No. 13) and have been capitalized. 
The charge to income for the amortization of capital leases in 
the amount of $59,744 is included in the depreciation ex­
pense reported for the fiscal year ended August 31, 1977. 
This change in the method of accounting for leases did not 
materially affect the results of operations for 1977.

Translation of Foreign Currency Accounts

The Board of Directors and Shareholders 
Burlington Industries, Inc.:

We have examined the consolidated balance sheets of 
Burlington Industries, Inc. and subsidiary companies as of 
October 1, 1977 and October 2, 1976, and the related con­
solidated statements of earnings and retained earnings and 
changes in financial position for the 52 weeks ended October 
1, 1977 and the 53 weeks ended October 2, 1976. Our 
examination was made in accordance with generally ac­
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro­
cedures as we considered necessary in the circumstances.

In our opinion, the aforementioned consolidated financial 
statements present fairly the financial position of Burlington 
Industries, Inc. and subsidiary companies at October 1, 1977 
and October 2, 1976, and the results of their operations and 
the changes in their financial position for the 52 weeks ended 
October 1 , 1977 and the 53 weeks ended October 2, 1976, in
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c o n fo rm ity  w ith  g e n e ra lly  a c c e p te d  ac c o u n tin g  p rinc ip les  
app lied  on a  con s is ten t basis , e x c ep t fo r th e  c h a n g e , w ith  
w hich  w e  concur, in th e  m eth o d  of d e te rm in in g  cost of certa in  
inventory  and  a fte r re s ta te m e n t for th e  c h a n g e , w ith  w hich  w e  
concur, in th e  m etho d  of accou nting  for fo re ig n  curren cy  
trans la tion , both of w hich  a re  d escrib ed  in N o te  A  to th e  
con so lid ated  financ ia l s ta te m e n ts — Report of Independent 
Certified Public Accountants.

NOTES TO FINANCIAL STATEMENTS

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

Foreign currency translation— B egin nin g  in fiscal 1 9 7 7  
fo re ig n  curren cy  tran sac tio n s  and  financ ia l s ta te m e n ts  a re  
reco rd ed  in con form ity  w ith  F in an c ia l A ccou nting  S ta n d a rd s  
B o ard  S ta te m e n t  N o . 8 , w h ic h  re q u ire s  th a t c a s h  a n d  
am o u n ts  o w ed  by or to an  e n te rp rise  th a t a re  d en o m in a te d  in 
fo re ig n  curren c ies  b e  tran s la ted  at e x c h a n g e  ra tes  in e ffec t 
on th e  b a la n c e  s h e e t d a te . Inven to ries , fixed  a ssets  and  
o th e r n o n m o n e tary  a ssets  and  liabilities a re  tran s la te d  at e x ­
c h a n g e  ra tes  in e ffec t on th e  d a te s  th e  re la ted  as s e ts  w e re  
acq u ired  or the  liabilities incurred . In c o m e  and  e x p e n s e  a c ­
cou nts  a re  tran s la ted  at th e  a v e ra g e  ra te  o f e x c h a n g e  in 
e ffec t during  th e  y e a r, e xcep t th a t d ep rec ia tio n  and  a m o rtiza ­
tion a re  tran s la ted  at h istorical ra tes . R e a lize d  and  u n rea lized  
e x c h a n g e  g ain s  a n d  losses a re  included in th e  d ete rm in a tio n  
of curren t e a rn in g s . In prior y e a rs , th e  C o m p a n y ’s policy w a s  
to d e fe r u n rea lize d  g a in s  o r losses from  trans la tion  o f foreign  
cu rren cy  am o u n ts  included in financ ia l s ta te m e n ts . T h e  e x ­
cess  of d efe rre d  losses o v e r g a in s  w a s  being  a m o rtize d  by 
an a n n u a l c h a rg e  to ea rn in g s  of $ 1 ,0 0 0 ,0 0 0 . R e a lize d  foreign  
e x c h a n g e  g ain s  a n d  losses w e re  reco g n ized  in earn in g s .

Im p lem en ta tio n  o f th e  F A S B  S ta te m e n t N o. 8  during  1 9 7 7  
d e c re a s e d  net e a rn in g s  by $ 4 ,9 4 4 ,0 0 0  (eq u a l to  $ .1 7  p er  
s h a re ). P rior y e a r  financ ia l s ta te m e n ts  h av e  b ee n  res ta ted  to  
re flect th is  accou nting  c h a n g e  w hich  d e c re a s e d  previously  
rep orted  net e a rn in g s  for 1 9 7 6  by $ 4 1 0 ,0 0 0  (eq u a l to $ .01  
p er s h a re ) and  d e c re a s e d  re ta in ed  e a rn in g s  at S e p te m b e r  
2 7 , 1 9 7 5  by $ 1 6 ,0 3 2 ,0 0 0  a n d  a t O c to b e r  2 , 1 9 7 6  by  
$ 1 6 ,4 4 2 ,0 0 0 .

N e t re a lize d  a n d  u n re a lize d  e x c h a n g e  lo sses  to ta lled  
$ 4 ,2 0 3 ,0 0 0  in 1 9 7 7  and  $ 2 ,4 3 5 ,0 0 0  in 1 9 7 6 .

T o  th e  S h a re h o ld ers  and  
B oard  of D irec tors  o f
J. R a y  M cD erm o tt & C o ., Inc.

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t o f J. 
R a y  M cD erm o tt & C o ., Inc. a n d  sub s id iaries  as  o f M arch  31 , 
1 9 7 7  a n d  1 9 7 6 , and  th e  re la ted  s ta te m e n ts  o f con so lid ated  
inco m e, re ta in ed  e a rn in g s , cap ita l in e x c es s  of p a r v a lu e  and  
c h a n g e s  in financ ia l position for th e  y e a rs  then  e n d e d . O u r  
ex a m in a tio n  w a s  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c ­
ce p te d  auditing s tan d ard s  and  accord in g ly  inc luded  such  
tests  of th e  accou nting  reco rd s and  such  o th e r aud iting  p ro ­
c e d u re s  as  w e  c o n s id ered  n e c e s s a ry  in th e  c ircu m stan ces .

In o u r opin ion , th e  acco m p an y in g  con so lid ated  financial 
s ta te m e n ts  re ferred  to a b o v e  p resen t fairly  th e  financ ia l posi­
tion o f J. R ay  M cD erm o tt & C o ., Inc. a n d  sub s id iaries  at 
M arch  3 1 , 1 9 7 7  and  1 9 7 6 , a n d  th e  resu lts  o f th e ir o p era tio n s  
and  c h a n g e s  in th e ir financ ia l position for th e  y e a rs  th en  e n d ­
ed , in conform ity  w ith  g e n e ra lly  a c c ep ted  accou nting  princi­

p les app lied  on a  con s is ten t basis  a fte r re s ta te m e n t for the  
c h a n g e s , w ith w h ich  w e  concur, in accou nting  for co n tin g e n ­
c ies  and  accou nting  for th e  trans la tion  o f fo re ig n  curren cy  
tran sac tio n s  as  d escrib ed  in N o te  P  of n o tes  to  th e  consoli­
d a ted  financia l s ta te m e n ts .— Auditor’s Report.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note P—Effect of Accounting Pronouncements on Finan­
cial Statements: E ffective  fo r th e  cu rren t fiscal y e a r  th e  C o m ­
p an y  h as  ado p ted  S ta te m e n t o f F in an c ia l A ccounting  S ta n ­
d ard s  N o . 5  (F A S B  N o. 5  A ccounting  for C o n tin g en c ies ), 
S ta te m e n t o f F in an c ia l A ccou nting  S ta n d a rd s  N o. 11 (F A S B  
N o. 11 A ccounting  for C o n tin g e n c ie s — T ran s itio n  M eth o d ) 
a n d  S ta te m e n t of F in a n c ia l A c c o u n tin g  S ta n d a rd s  N o . 8  
(F A S B  N o . 8  A ccounting  for th e  T ra n s la tio n  of F ore ig n  C u r­
rency T ra n s a c tio n s  and  F ore ig n  C u rren c y  F in anc ia l S ta te ­
m en ts ).

T h e  e ffec t o f in c re as e  in n e t inco m e b efo re  ex trao rd in ary  
item s and  on net in co m e (includ ing  e a rn in g s  p e r sh a re ) for 
th e  fiscal y e a r  e n d e d  M arc h  3 1 , 1 9 7 6  w hich  h as  b ee n  re ­
s tated  and  on th e  curren t fiscal y e a r  is as  follows:

Fiscal Year Ended 
March 31, 

1977
Effect of FASB No. 5 and FASB No.

11..................................................
Effect of FASB No. 8 ........................

Net income per share:
Primary earnings and fully di­

luted earnings:
Effect of FASB No. 5 and

FASB No. 11 ...................
Effect of FASB No. 8 ...........

LIFO Adopted

$(625,454)
(274,081)

$(899,535)

1976

$ 199,042 
2,192,848  

$2,391,890

04) $ .01
02) .14
06) $ .15

T o  th e  S to ckh o ld ers  and  B oard  o f D irec tors  of 
K eysto n e  C o nso lid a ted  Industries, Inc.

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  of 
K eysto n e  C o n so lid a ted  Industries , Inc. as  o f J u n e  3 0 , 1 9 7 7  
and  1 9 7 6 , and  th e  re la ted  con so lid ated  s ta te m e n ts  of e a rn ­
ings and  re ta in ed  e a rn in g s  and  c h a n g e s  in financ ia l position  
for th e  y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in 
a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud itin g  s ta n d a rd s  and , 
accord ing ly , included such  tests  of th e  accou nting  records  
and  such  o th e r auditing  p ro ced u res  as  w e  c o n s id ered  n e c e s ­
sary  in th e  c ircu m stan ces .

In o u r opin ion, th e  financ ia l s ta te m e n ts  re ferred  to  a b o v e  
p resen t fairly th e  con so lid ated  financ ia l position o f K eysto ne  
C o nso lid a ted  Industries, Inc. a t J u n e  3 0 , 1 9 7 7  and  1 9 7 6 , and  
th e  con so lid ated  resu lts  o f its o p e ra tio n s  and  con so lid ated  
c h a n g e s  in financia l position for th e  y e a rs  th en  e n d e d , in 
c o n fo rm ity  w ith  g e n e ra lly  a c c e p te d  a c c o u n tin g  p rin c ip les  
app lied  on a  con s is ten t bas is  e x c ep t fo r th e  c h a n g e , with  
w hich  w e  concur, in th e  m eth o d  of va lu in g  inven to ries  as  
d is c u s s e d  in N o te  C  to  th e  c o n s o lid a te d  f in a n c ia l  
s ta te m e n ts .— A u d ito r’s Report.
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NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note C: Change in Accounting—Inventories— In 1 9 7 7  th e  
C o m p a n y  a d o p ted  th e  last-in , firs t-out (L IF O ) m eth o d  of va lu ­
ing d o m estic  inven to ries  from  princ ipally  th e  a v e ra g e  cost 
m etho d  u sed  in prior ye a rs . M a n a g e m e n t b e lie v e s  th e  L IF O  
m e th o d  m in im ize s  in fla tio n -in d u c e d  in v e n to ry  pro fits  and  
a c h ie v e s  a  b e tte r m atch  o f cu rren t costs w ith  cu rren t rev ­
e n u e s , a n d  con form s to w h a t is g e n e ra lly  industry practice .

T h e re  is no cu m u la tiv e  e ffec t on  prior y e a rs  b e c a u s e  th e  
J u n e  3 0 , 1 9 7 6  inven to ry  v a lu e  is th e  b eg inn ing  inventory  
v a lu e  u n d er th e  L IF O  m eth o d . T h e  c h a n g e  to  L IF O  h ad  th e  
e ffec t o f increas in g  th e  n et loss for 1 9 7 7  by $ 9 8 1 ,0 0 0  ($ .5 2  
p er s h a re ). In ven to ries  w ou ld  h a v e  b e e n  $ 1 ,9 6 2 ,0 0 0  h ig her 
at J u n e  3 0 , 1 9 7 7  if th e  a v e ra g e  cost m eth o d  h ad  b ee n  used  
fo r d o m estic  inventory  va luation .

Consolidation Policy

T o  th e  S h a re o w n e rs  and  B o ard  o f D irec tors  
T h e  K ro g er C o .

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h ee ts  of 
T h e  K ro g er C o . a n d  C o n so lid a ted  S u b s id iary  C o m p a n ie s  as  
o f D e c e m b e r 3 1 , 1 9 7 7  and  J a n u a ry  1, 1 9 7 7 , and  th e  re la ted  
con so lid ated  s ta te m e n ts  o f e a rn in g s , ac c u m u la te d  earn in g s  
and  c h a n g e s  in financ ia l position for th e  fiscal y e a rs  then  
e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c c o rd a n c e  w ith  
g e n e ra lly  a c c ep ted  aud iting  s ta n d a rd s  an d , accord ing ly , in­
c lud ed  such  tests  o f th e  accou nting  reco rd s  and  such  o th er 
aud iting  p ro ced u res  as  w e  c o n s id ered  n e c e s s a ry  in th e  cir­
cu m s ta n c es . F or fiscal 1 9 7 6  w e  did not e x a m in e  th e  financia l 
s ta te m e n ts  of T o p  V a lu e  E n terp rises , Inc., a  w h o lly -o w n ed  
sub s id iary , w hich  s ta te m e n ts  reflect total a ssets  constituting  
9 .2 %  of th e  re la ted  1 9 7 6  con so lid ated  total. T h e s e  s ta te ­
m en ts  w e re  e x a m in e d  by o th e r in d e p e n d e n t certified  public  
acco u n ta n ts  w h o s e  report th e re o n  h as  b ee n  fu rn ished  to us 
and  o u r opin ion  for fiscal 1 9 7 6  e x p re ss e d  h ere in , inso far as  it 
re la tes  to th e  a m o u n ts  included for T o p  V a lu e  E nterprises , 
Inc., is b as e d  so le ly  upon th e  report o f th e  o th er accou ntan ts .

In o u r opin ion, b as e d  upon o u r e x a m in a tio n s  and  th e  report 
of o th e r acco u n tan ts  in fiscal 1 9 7 6 , th e  financia l s ta tem en ts  
re fe rred  to  a b o v e  p resen t fairly  th e  con so lid ated  financia l 
position o f T h e  K ro g er C o . a n d  C o n so lid a ted  S ubs id iary  
C o m p a n ie s  at D e c e m b e r 3 1 , 1 9 7 7  and  J a n u a ry  1, 1 9 7 7 , and  
th e  con so lid ated  resu lts  o f th e ir o p e ra tio n s  and  c h a n g e s  in 
th e ir financ ia l position for th e  fiscal y e a rs  th en  e n d e d , in c o n ­
form ity w ith  g e n e ra lly  a c c ep ted  accou nting  princ ip les  app lied  
on a  con s is ten t bas is  a fte r re s ta te m e n t for th e  c h a n g e , w ith  
w hich  w e  concur, in th e  con solidation  policy as  d escrib ed  in 
N o tes  to C o n so lid a ted  F in an c ia l S ta te m e n ts .— Report of Cer­
tified Public Accountants.

C erta in  p artia lly -o w n ed  a ffilia ted  c o m p a n ie s  a re  inc luded  in 
th e  financia l s ta te m e n ts  on th e  equ ity  basis.

In 1 9 7 7 , th e  C o m p a n y  ad o p te d  th e  policy o f including T o p  
V a lu e  E n terp rises , Inc., a  sub s id iary  c o m p a n y , on a  consoli­
d a ted  basis . T h is  sub s id iary  had  prev iou s ly  b een  rep orted  on  
th e  equ ity  basis . T h e  c h a n g e  in con solidation  policy had  no  
effec t on 1 9 7 7  or p rev iously  rep orted  n et e a rn in g s , a lthough  
certa in  individual financ ia l s ta te m e n t c a te g o ries  w e re  re ­
s ta ted  fo r 1 9 7 6  to g ive  re tro active  e ffec t to this policy.

Depreciation Method

T o  th e  S to ckh o ld ers  and  
B oard  of D irectors  
G e o . A. H o rm el & C o m p a n y  
A ustin , M in n es o ta

W e  h av e  e x a m in e d  th e  s ta te m e n t o f con so lid ated  financ ia l 
position o f G e o . A . H o rm el & C o m p a n y  and  sub s id iaries  as  of 
O c to b e r 2 9 , 1 9 7 7  and  O c to b e r 3 0 , 1 9 7 6 , and  th e  re la ted  
s ta te m e n ts  o f con so lid a ted  e a rn in g s , c h a n g e s  in s to ckho ld ­
e rs ’ inves tm en t and  c h a n g e s  in financ ia l position for the  
y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c c o r­
d a n c e  w ith  g e n e ra lly  a c c ep ted  auditing  s ta n d a rd s  an d , a c ­
cordingly, included such tes ts  o f th e  accou nting  reco rd s and  
such  o th e r auditing  p ro ced u res  as w e  co n s id ered  n ec e s s a ry  
in th e  c ircu m stan ces .

In o u r opin ion , th e  financ ia l s ta te m e n ts  re fe rred  to a b o v e  
p resen t fairly  th e  con so lid ated  financ ia l position o f G e o . A. 
H o rm el & C o m p a n y  and  sub s id iaries  at O c to b e r 2 9 , 1 9 7 7  
a n d  O c to b e r 3 0 , 1 9 7 6 , and  th e  con so lid ated  resu lts  o f th e ir  
o p e ra tio n s  and  c h a n g e s  in th e ir finan c ia l position for th e  
y e a rs  then  e n d e d , in con form ity  w ith  g e n e ra lly  a c c ep ted  a c ­
counting  princip les con s is ten tly  app lied  during  th e  period  e x ­
cep t for th e  c h a n g e , w ith  w h ich  w e  concur, in th e  m etho d  of 
co m p u tin g  d e p re c ia tio n  of n e w ly -a c q u ire d  a s s e ts  as  d e ­
scrib ed  in N o te  B to th e  financia l s ta te m e n ts — Report of In­
dependent Auditors.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Note B—Change in Accounting Method: T h ro u g h  fiscal 
1 9 7 6 , th e  C o m p a n y  pro vid ed  for d ep re c ia tio n  of build ings by 
th e  stra igh t-line  m etho d  and  fo r d ep rec ia tio n  of e q u ip m e n t by  
an  a c c e le ra te d  m etho d  a p p ro x im atin g  th e  d o u b le -d ec lin ing  
b a la n c e  m etho d . E ffec tive  O c to b e r 3 1 , 1 9 7 6 , th e  C o m p a n y  
c h a n g e d  its m etho d  of d ep rec ia tin g  n ew ly -a cq u ire d  e q u ip ­
m en t on a  p ro sp ec tive  basis  to th e  s tra igh t line m etho d  in 
o rd er to conform  to p revailing  industry p ractice . T h e  e ffec t of 
this c h a n g e  w a s  to  in c re as e  earn in g s  b e fo re  inco m e ta x e s  by  
$ 1 ,4 0 0 ,0 0 0 , and  net ea rn in g s  by $ 7 0 0 ,0 0 0  ($ .1 5  p er sh a re ) in 
fiscal 1 9 7 7 .

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Accounting Policies (in part)— T h e  fo llow ing is a  su m m a ry  
o f th e  sign ificant accou nting  polic ies fo llow ed  in p rep arin g  th e  
C o m p a n y ’s financ ia l s ta te m e n ts . T h e s e  polic ies conform  to  
g e n e ra lly  a c c ep ted  accou nting  princ ip les  and  h a v e  b een  
con s is ten tly  app lied  a fte r re s ta te m e n t for th e  c h a n g e  in the  
consolidation  policy.

Principles of Consolidation— T h e  con so lid a ted  financia l 
s ta te m e n ts  include th e  C o m p a n y  a n d  all o f its sub s id iaries .
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Prior Year Change

T o  th e  S to ckh o ld ers  a n d  B o ard  o f D irec tors  
S to n e  C o n ta in e r C o rp oratio n

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  of 
S to n e  C o n ta in e r  C o rp o ra tio n  a n d  s u b s id ia rie s  a s  a t D e ­
c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  re la ted  con so lid ated  
s ta te m e n ts  of in co m e and  re ta in ed  e a rn in g s  and  c h a n g e s  in 
financ ia l position fo r th e  y e a rs  th en  e n d e d . O u r exa m in a tio n s  
w e re  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  auditing  
s ta n d a rd s  and , accord in g ly , included such  tes ts  o f th e  a c ­
counting  reco rd s  a n d  such  o th e r aud iting  p ro ced u res  as  w e  
co n s id ered  n e c e s s a ry  in th e  c ircu m stan ces .

In o u r opin ion , th e  a b o v e -m e n tio n e d  financ ia l s ta te m e n ts  
p re s e n t fairly th e  con so lid ated  financ ia l position o f S to n e  
C o n ta in e r C o rp o ratio n  and  sub s id iaries  at D e c e m b e r 3 1 , 
1 9 7 7  a n d  1 9 7 6 , and  th e  con so lid ated  resu lts  o f th e ir o p e ra ­
tions a n d  c h a n g e s  in th e ir financ ia l position fo r th e  y e a rs  then  
e n d e d , in conform ity  w ith  g e n e ra lly  a c c ep ted  accounting  
princ ip les  con s is ten tly  app lied  during  th e  period s  su b s e q u e n t  
to  th e  c h a n g e s , w ith  w hich  w e  concur, m a d e  as  o f J a n u a ry  1, 
1 9 7 6  by a  sub s id iary  in its m etho d s  o f accou nting  for invest­
m e n t ta x  cred its  a n d  in teres t a n d  co m m itm e n t fee s  on  funds  
b orro w ed  during  construction.—Accountants’ report.

NOTES TO CONSOLIDATED FINANCIAL STATE­
MENTS

Accounting Changes— In 1 9 7 6 , S C I c h a n g e d  its m etho d  of 
accou nting  for in ves tm en t ta x  cred its  from  th e  d efe rra l to th e  
flow -th ro ug h  m eth o d  and  c h a n g e d  its m eth o d  of accounting  
for in teres t a n d  c o m m itm e n t fe e s  on fun ds  b orro w ed  during  
construction  from  cap ita liz in g  to ex p e n s in g  such  costs  as  in­
c u r re d . T h e s e  c h a n g e s  w e r e  m a d e  to  c o n fo rm  S C I ’s 
m eth o d s  to th o se  fo llow ed  by th e  C o m p a n y  and  its o th er  
sub s id iaries . T h e  c u m u la tive  e ffec t (on  y e a rs  p rior to  1 9 7 6 ) o f 
th e s e  accou nting  c h a n g e s  is com p rised  of th e  follow ing:

(dollars in thousands except per 
share)

Investment tax credits......................
Capitalized interest and commitment 

fees, net of deferred income 
taxes of $1,271 .........................

Amount applicable to minority in­
terest ............................................

Cumulative effect of accounting 
changes.........................................

Amount
$2,224

(1,220)
1,004

(70)

$ 934

Per share 
$.44

(.24)
.20

(.01)

$.19

T h e  e ffec t o f th e  c h a n g e s  on  1 9 7 6  in co m e b efo re  c u m u la ­
tive  e ffec t o f accou nting  c h a n g e s  w a s  not s ign ificant.

SPECIAL REPORTS

statement on Auditing Standards No. 14 d iscu sses  a u ­
d ito r’s reports  coverin g  financ ia l s ta te m e n ts  p re p a re d  in a c ­
c o rd a n c e  w ith  a  c o m p re h e n s iv e  bas is  of accou nting  o th er  
than  g e n e ra lly  a c c ep ted  accou nting  princ ip les . A n  e x a m p le  
o f an  a u d ito r’s report on liquidation b as is  financ ia l s ta te ­
m en ts  follow s.

T o  th e  S to ckh o ld ers  and  B o ard  of D irec to rs  of 
A p co  O il C o rp oration:

W e  h a v e  e x a m in e d  th e  con so lid ated  s ta te m e n t o f n et a s ­
sets  in liquidation (on  a  liquidation b as is ) o f A p co  O il C o rp o ra ­
tion (a  D e la w a re  corpo ra tion ) a n d  sub s id iaries  as  o f D e ­
c e m b e r 3 1 , 1 9 7 7 , and  th e  re la ted  c o nso lid a ted  s ta te m e n t of 
c h a n g e s  in n et a ssets  in liquidation fo r th e  six m o n th s  then  
e n d e d . O u r e x a m in a tio n  w a s  m a d e  in a c c o rd a n c e  w ith  g e n ­
era lly  a c c ep ted  aud iting  s tan d ard s  an d , accord in g ly , included  
such tes ts  o f th e  accou nting  reco rd s  a n d  such  o th e r auditing  
p r o c e d u r e s  a s  w e  c o n s id e r e d  n e c e s s a r y  in th e  c ir ­
c u m stan ces , including an  e x a m in a tio n  o f th e  s u m m a ry  of 
con so lid ated  resu lts  o f o p e ra tio n s  a n d  c h a n g e s  in s tockho l­
d e rs ’ equ ity  (on  an  h istorical cost b as is ) fo r th e  s ix -m on th  
p eriod  end ing  J u n e  3 0 , 1 9 7 7 , included in N o te  L to  th e  a c ­
c o m p an y in g  s ta te m e n ts .

A s ind icated  in N o te  A  to  th e  ac c o m p a n y in g  s ta te m e n ts , on  
O c to b e r 2 7 , 1 9 7 7 , th e  C o m p a n y ’s s to ckh o ld ers  a d o p ted  a  
plan o f co m p le te  liqu idation  a n d  a lso  ap p ro v e d  th re e  a g re e ­
m en ts  for th e  s a le  by th e  C o m p a n y  o f sub stan tia lly  all o f its 
m ajo r assets . A s  a  result, e ffec tive  July 1, 1 9 7 7 , th e  C o m ­
p an y  c o m m e n c e d  reporting  its activ ities  by stating  a ssets  at 
e s tim a te d  re a liza b le  v a lu e s  a n d  ad justing  liabilities to reflect 
e s tim a te d  rem a in in g  ob liga tion s  in con s id eratio n  o f th e  a d o p ­
tion o f th e  p lan  o f liqu idation . T h e  a c c o m p a n y in g  consoli­
d a ted  s ta te m e n t o f n et as s e ts  in liqu idation  as  o f D e c e m b e r
3 1 ,  1 9 7 7 , and  th e  re la ted  con so lid ated  s ta te m e n t o f c h a n g e s  
in net a ssets  fo r th e  six m o n th s  th en  e n d e d  h av e  b e e n  p re ­
p ared  utilizing such  accou nting  co n cepts . T h e  s ta te m e n ts  do  
not purport to  p resen t, and  in o u r opin ion  do  not p resen t, th e  
con so lid ated  financ ia l position and  resu lts  of o p e ra tio n s  of 
A P C O  O il C o rp o ratio n  and  sub s id iaries  as  o f D e c e m b e r 31 , 
1 9 7 7 , a n d  fo r th e  six m o n th s  th en  e n d e d  in a c c o rd a n c e  w ith  
g en e ra lly  a c c ep ted  accou nting  princ ip les  on  an  h istorical cost 
basis.

A s d iscu ssed  in N o te  C  to th e  ac c o m p a n y in g  s ta te m e n ts , 
th e  n et assets  in liquidation exc lu d e  certa in  a ssets  for w hich  
th e  C o m p a n y  is u n ab le  to  es tim a te  re a liza b le  v a lu e s . F u r­
th e rm o re , as  s ta ted  in N o te  G  a  c o n tin g en cy  re s e rve  of 
$ 1 9 ,1 0 0 ,0 0 0  h as  b e e n  p ro vid ed  as  an  e s tim a te  o f potentia l 
fu tu re  o b lig a t io n s  a n d  lia b ilit ie s  o f th e  C o m p a n y . T h e  
am o u n ts , if any , u ltim ate ly  a v a ila b le  to  th e  s to ckho lders  re ­
sulting from  th e  sa le  o f th e  e x c lu d ed  a s s e ts  and  a fte r se ttle ­
m en t o f th e  liabilities and  o b liga tion s  w h ich  th e  con tin g en cy  
res e rve  is in tend ed  to  satis fy  a re  not p resen tly  d e te rm in a b le .

N o te  B to  th e  acco m p an y in g  s ta te m e n ts  inc ludes a  d iscu s­
sion o f s e v era l a g re e m e n ts  re lating  to  th e  sa le  o f th e  m o re  
sign ificant a ssets  o f th e  C o m p a n y . T w o  o f th e  a g re e m e n ts  
d iscu ssed  there in  w e re  co n tin g en t upon th e  rece ip t by th e  
C o m p a n y  o f s a tis fa c to ry  o rd ers  fro m  th e  D e p a r tm e n t o f 
E n erg y . O rd e rs  w e re  re ce ived  in F e b ru a ry  1 9 7 8 , w h ich  w e re  
g e n e ra lly  sa tis facto ry  w ith  re sp ect to  o n e  o f th e  a g re e m e n ts .
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H o w e v e r, th e  D e p a rtm e n t o f E n e rg y  o rd er w ith reg ard  to th e  
a g re e m e n t involving th e  C o m p a n y  a n d  O k la h o m a  R efin ing  
C o rp o ra tio n , did not g ran t certa in  req u e s te d  relief. A  notice of 
objection  has  b ee n  filed  w ith th e  D e p a rtm e n t o f E n e rg y  w hich  
e s sen tia lly  req u ests  a  reco ns id era tio n  o f th e  o rig ina l order. 
A p co  is p resently  u n ab le  to p red ict th e  o u tco m e o f this m a t­
ter. A t D e c e m b e r 3 1 ,  1 9 7 7 , con so lid ated  net a ssets  in liqu ida­
tion (n e t o f tax e s ) included a p p ro x im a te ly  $ 2 5 ,1 9 0 ,0 0 0  (of 
w hich  $ 1 1 ,3 0 0 ,0 0 0  is fo r inventory) a p p licab le  to  th e  tra n s a c ­
tion w ith  O k la h o m a  R efin ing  C o rp oratio n .

In o u r opin ion, sub jec t to th e  e ffec t o f th e  m atters  d is ­
cussed  in th e  p reced in g  tw o  p a ra g ra p h s , th e  acco m p an y in g  
con so lid ated  s ta te m e n ts  p resen t fairly  th e  con so lid ated  n et 
as s e ts  o f A P C O  O il C o rp oratio n  and  sub s id iaries  a s  o f D e ­
c e m b e r 3 1 ,  1 9 7 7 , a n d  th e ir liqu idating  tra n sac tio n s  for th e  six  
m o n th s  then  e n d e d , on a  liquidating bas is  as  d escrib ed  in 
N o te  A  to  th e  acco m p an y in g  s ta te m e n ts . A lso , in o u r opinion  
th e  s u m m a ry  o f c o n s o lid a te d  re s u lts  o f o p e ra tio n s  a n d  
c h a n g e s  in s to ckh o ld ers ’ equ ity  (on an  h istorical cost basis) 
co n ta in ed  in N o te  L fairly  s u m m a rize  th e  con so lid ated  results  
o f o p e ra tio n s  of A p co  O il C o rp o ra tio n  a n d  sub s id iaries  for th e  
six m onths en d ed  J u n e  3 0 , 1 9 7 7 , in con form ity  w ith  g en e ra lly  
a c c ep ted  accou nting  princip les app lied  on a  basis  consisten t 
w ith  th a t o f th e  p reced in g  year.—Auditors’ Report.

counting  co n cepts . U n d e r this m etho d  of accou nting , assets  
a re  reco rd ed  a t e s tim a te d  re a liza b le  v a lu e s  and  provisions  
a re  m a d e  for o b liga tion s  of th e  C o m p a n y . L iquidation  a c ­
counting  m eth o d s  w e re  ad o p te d  as  o f Ju ly  1, 1 9 7 7 ; prior to  
th a t d a te  A p co  rep orted  its con so lid ated  financ ia l position  
and  resu lts  o f o p e ra tio n s  using accou nting  princ ip les  app lic ­
a b le  to an  o n -g o in g  e n te rp rise . C o n so lid a ted  o p e ra tin g  re ­
sults a n d  c h a n g e s  in s to ckh o ld ers ’ eq u ity  fo r th e  six m onths  
e n d e d  J u n e  3 0 , 1 9 7 7  a re  s u m m a rize d  in note  L to th e  a c ­
c o m p an y in g  s ta tem en ts .

C e rta in  a ssets  held  for s a le  w hich  a re  not at this tim e  c o v ­
e red  by sa les  a g re e m e n ts  h a v e  b ee n  exc lu d ed  from  the  
s ta te m e n t of n et a ssets  in liquidation a n d  will con tin u e  to be  
exc lu d ed  until sa les  a g re e m e n ts  a re  n eg o tia ted  o r re a liza b le  
v a lu e s  ca n  re a s o n a b ly  b e  d e te rm in e d  (s e e  n ote  C ). T h e  in ­
v e s tm en ts  in m a rk e ta b le  securities  a re  reco rd ed  at q uoted  
m a rk e t v a lu e  as  o f th e  d a te  o f th e s e  s ta te m e n ts . L iabilities, 
including tra d e  p ay a b les , no tes  p ay a b le , re tirem en t and  o th er  
e m p lo y e e  b en efits , inco m e tax e s , etc . h av e  b een  reco rd ed  to  
th e  e x te n t th e y  a re  know n o r m a y  b e  re a s o n a b ly  e s tim ated . 
A dditionally , an  am o u n t h as  b ee n  re s e rve d  for u n a s c erta in e d  
c la im s a n d  con tin gen t liabilities (s e e  n o te  G ).

NOTES TO LIQUIDATION FINANCIAL STATEMENTS
Note A: Accounting Policies and Basis of Presentation 

Plan  of L iquidation
O n  O c to b e r 2 7 , 1 9 7 7 , th e  ho lders  o f a  m ajority  o f th e  o u t­

s tan d in g  sh a re s  o f co m m o n  stock o f A p co  O il C o rp oratio n  
(th e  “C o m p a n y ”) a d o p ted  a  P lan  o f C o m p le te  L iquidation  
and  D issolution  (th e  “ P la n ”) of th e  C o m p a n y  and  th e re b y  
also  ap p ro ved  th re e  a g re e m e n ts  for th e  sa le  by th e  C o m p an y  
of sub stan tia lly  all o f its m a jo r a ssets  (s e e  n ote  B). P u rsu ant  
to th e  P lan , the  C o m p a n y  will a ttem p t to sell all th e  assets  o f 
th e  C o m p a n y  and  th e  p ro ce e d s  of th e  s a les , to g e th e r w ith  
th o se  assets  w hich  can n o t b e  sold , will b e  d istributed  to or for  
th e  b en e fit o f th e  s to ckho lders  in cance lla tio n  and  red em p tio n  
of th e  ou ts tan d ing  C o m m o n  S to ck  o f th e  C o m p an y , a fte r  
p ay m e n t of, o r provision for th e  p a y m e n t of, accru ed  and  
co n tin gen t c la im s and  liabilities.

T h e  P lan  co n tem p la te s  th a t n o n -o p era tin g  as s e ts  w hich  
p ro ve  both u n m ark e ta b le  at a  p rice a c c e p ta b le  to m a n a g e ­
m en t w ith in  a  tw e lv e -m o n th  period  fo llow ing th e  adoption  of 
th e  P lan , and  not d is trib u tab le  in kind to s to ckho lders, will be  
distributed  to a  liqu idating  trust a long  w ith  all co rp o ra te  books  
and  records, and  fun ds and  as s e ts  re ta in ed  to m e e t u n a s c e r­
ta in ed  and  con tin gen t liabilities and  liqu idating  e x p e n s e s  (se e  
n ote  G ). T h e  liqu idating  tru s te e  will u n d ertak e  to d isp ose  of 
all ass e ts  d istributed  to  th e  liqu idating  trust as  effic iently  as  
possib le . T h e  liqu idating  tru s tee  will p ay  and  settle  th e  o b lig a ­
tions of th e  C o m p a n y , including its liability as  tra n s fe re e  of 
A p c o , p a y  th e  e x p e n s e s  o f th e  liq u id a tin g  tru s te e , p ay  
liquidating d istributions and  unco llec ted  d iv idends to stock­
h o lders  w h o  do  not s u rre n d e r th e ir s tock w ith in  th e  tw e lve -  
m onth  p eriod , a n d  a ttem p t to con vert unsold  a ssets  to cash  
for distribution to s to ckho lders  o f a n y  am o u n ts  in th e  liqu idat­
ing trust th a t a re  not re a s o n a b ly  req u ired  to  b e  re ta in ed  to  
m e e t u n a s c erta in e d  and  co n tin g en t liabilities and  ex p e n se s .

B asis of P resen ta tio n
T h e  ac c o m p a n y in g  con so lid ated  financ ia l s ta te m e n ts  as  of 

D e c e m b e r 3 1 , 1 9 7 7  and  for th e  six m o nths then  e n d e d , re ­
flect th e  tran sac tio n s  of th e  C o m p a n y  utilizing liquidation a c ­

REPORTS ON COMPARATIVE FINANCIAL 
STATEMENTS

statement on Auditing Standards No. 15 “p ro vid es  g u id ­
a n c e  to  an  aud ito r reporting  on  financ ia l s ta te m e n ts  o f o n e  or 
m o re  prior period s  th a t a re  p resen ted  on a  c o m p a ra tiv e  basis  
w ith  financ ia l s ta te m e n ts  o f th e  curren t p erio d .” E x a m p le s  
illustrating vario us  a s p ec ts  o f reporting  on o n e  o r m o re  prior 
p eriod s  follow .

Qualification As To Prior Period Statements 
Removed

T o  th e  S h a re h o ld ers  and  
B oard  of D irectors  o f 
T h e  A nsul C o m p a n y

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  of 
T h e  A nsul C o m p a n y  and  its sub s id iaries  as  o f D e c e m b e r 31 , 
1 9 7 7  and  1 9 7 6 , and  th e  re la ted  con so lid a ted  s ta te m e n ts  of 
o p era tio n s , of s h a re h o ld e rs ’ equ ity  and  of c h a n g e s  in fin a n ­
cial position for th e  y e a rs  th en  e n d e d . O u r e x a m in a tio n s  w e re  
m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c e p te d  aud iting  s ta n ­
d ard s  a n d  accord in g ly  included such  tes ts  o f th e  accounting  
reco rd s and  such  o th er aud iting  p ro ce d u re s  as  w e  consid ­
e re d  n e c e s s a ry  in th e  c ircu m stan ces .

In o u r report d a te d  M arch  9, 1 9 7 7 , o ur opin ion  on th e  1 9 7 6  
financia l s ta te m e n ts  w a s  q ua lified  as  bein g  sub jec t to th e  
effec ts  on  th e  1 9 7 6  financ ia l s ta te m e n ts  o f such ad ju stm ents , 
if any , as  m ight h a v e  b ee n  req u ired  had  th e  C o m p a n y ’s B e l­
g ian  s u b s id ia ry ’s n eg otia tio ns  to re fin a n c e  its d eb t a rra n g e ­
m en ts  b ee n  unsuccessfu l. A s e xp la in ed  in N o te  5 , th e  d eb t 
a rra n g e m e n ts  w e re  ren eg o tia ted  in A u gu st, 1 9 7 7  an d , a c ­
cordingly, o ur p resen t opin ion  on  th e  1 9 7 6  financia l s ta te ­
m en ts , as  p re s e n te d  h ere in , is no lo n g e r q ua lified  w ith  re ­
spect to this m atter.
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In o u r opin ion , th e  financ ia l s ta te m e n ts  e x a m in e d  by us 
p re s e n t fairly th e  financia l position of T h e  A nsul C o m p an y  
and  its sub s id iaries  at D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  
resu lts  o f th e ir o p e ra tio n s  and  th e  c h a n g e s  in th e ir financia l 
position for th e  y e a rs  th en  e n d e d , in con form ity  w ith  g en e ra lly  
a c c e p te d  a c c o u n tin g  p r in c ip le s  c o n s is te n tly  a p p lie d .—  
Report of Independent Accountants.

A rm co  S tee l C o rp oratio n ,
Its S h a re h o ld ers  a n d  D irectors:

W e  h av e  e x a m in e d  th e  s ta te m e n ts  o f con so lid ated  fin an ­
cial position of A rm co  S tee l C o rp o ratio n  and  con so lid ated  
sub s id ia ries  as  of D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  
re la ted  con so lid ated  s ta te m e n ts  of inco m e, s h a re h o ld e rs ’ 
equ ity , and  c h a n g e s  in financ ia l position for th e  y e a rs  then  
e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c c o rd a n c e  w ith  
g e n e ra lly  acc ep ted  aud iting  s ta n d a rd s  an d , accord ing ly , in­
c luded  such  tests  o f th e  accou nting  reco rd s  a n d  such  o th er  
aud iting  p ro ced u res  as  w e  co n s id ered  n ec e s s a ry  in th e  c ir­
c u m stan ces .

In o u r report d a te d  F eb ru a ry  11 , 1 9 7 7 , o ur opin ion  on th e  
1 9 7 6  financia l s ta te m e n ts  w a s  q ua lified  as  being  sub jec t to  
th e  effec ts  on th e  financia l s ta te m e n ts  o f such  ad ju stm ents  
as  m ight h a v e  b ee n  req u ired  had  th e  o u tc o m e  of th e  litigation  
reg ard ing  R e s e rv e  M in ing  C o m p a n y  ( “ R e s e rv e ”) and  th e  
reso lution  of certa in  inco m e tax  m atters  b ee n  know n. A s  
m o re  fully d iscu ssed  in N o tes  10  and  11 th e  litigation w a s  
reso lved  in favo r of R e s e rv e  and  m a n a g e m e n t is n ow  of th e  
opin ion  th a t se ttle m e n t o f th e  inco m e ta x  m atters  w ill h av e  no  
m ateria l e ffec t on  A rm c o ’s financia l position o r resu lts  o f o p ­
era tio n s . A ccord ing ly , o ur p resen t opin ion  on  th e  1 9 7 6  fin a n ­
cia l s ta te m e n ts  is d iffe ren t from  that e x p re s s e d  in o u r p rev i­
ous report.

In o u r opin ion, th e  a b o v e -m e n tio n e d  financ ia l s ta tem en ts  
p resen t fairly th e  financ ia l position of A rm co  S te e l C o rp o ra ­
tion and  con so lid ated  sub s id iaries  at D e c e m b e r 3 1 ,  1 9 7 7  and  
1 9 7 6 , and  th e  resu lts  o f th e ir o p e ra tio n s  and  c h a n g e s  in the ir 
financia l position fo r th e  y e a rs  then  e n d e d , in con form ity  with  
g en e ra lly  a c c ep ted  accou nting  princ ip les  con s is ten tly  app lied  
during  th e  period  s u b s e q u e n t to  th e  c h a n g e  w ith  w hich  w e  
concur, m a d e  as  o f J a n u a ry  1, 1 9 7 6 , in th e  m eth o d  of c o m ­
puting d ep rec ia tio n  on s te e lm ak in g  fac ilities  as  d escrib ed  in 
N o te  1 to th e  financ ia l s ta te m e n ts .— Accountants’ Opinion.

S to ckh o ld ers  a n d  B oard  o f D irectors  
N atio n a l G yp su m  C o m p a n y

W e  h av e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  of 
N a tio n a l G yp su m  C o m p a n y  and  sub s id iaries  as  o f D e c e m b e r  
3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  re la ted  con so lid ated  s ta te m e n ts  
of in co m e, re ta in ed  e a rn in g s  a n d  c h a n g e s  in financ ia l p os i­
tion for th e  y e a rs  th en  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  
in a c c o rd a n c e  w ith  g en e ra lly  a c c ep ted  auditing  s tan d ard s  
and , accord ing ly , included such  tests  o f th e  accou nting  rec ­
ords and  such o th e r auditing  p ro ced u res  as  w e  con s idered  
n e c e s s a ry  in th e  c ircu m stan ces .

O u r p rev iou s  opin ion  d a te d  F eb ru a ry  14 , 1 9 7 7 , on th e  
1 9 7 6  con so lid ated  financ ia l s ta te m e n ts  w a s  q ua lified  sub ject 
to th e  e ffects , if any , of th e  u ltim ate  reso lution  o f th e  anti-trust 
action  m o re  fully d escrib ed  in th e  L itigation foo tn ote  to th e  
financ ia l s ta te m e n ts . A ltho ug h  not con c lu d ed , th e  p otentia l 
e ffec t o f this m a tte r is not co n s id ered  m ate ria l to th e  financia l

position o f th e  C o m p an y . A ccord ing ly , w e  h a v e  re m o v e d  th e  
qualification  from  o ur opin ion  on th e  1 9 7 6  financ ia l s ta te ­
m ents .

In o u r opin ion, th e  financ ia l s ta te m e n t re ferred  to  a b o v e  
p resen t fairly th e  con so lid ated  financ ia l position o f N a tio n al 
G yp su m  C o m p an y  and  sub s id iaries  at D e c e m b e r 3 1 , 1 9 7 7  
and  1 9 7 6 , and  th e  con so lid ated  resu lts  o f th e ir o p era tio n s  
and  c h a n g e s  in th e ir financ ia l position for th e  y e a rs  then  e n ­
d ed , in conform ity  w ith g e n e ra lly  a c c ep ted  accou nting  princi­
p les app lied  on a  con sisten t basis.

Change In Auditors

B oard  of D irectors  and  S to ckh o ld ers  
A T I, Inc.

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t o f A T I, 
Inc. and  sub s id iaries  as  o f S e p te m b e r 2 4 , 1 9 7 7  and  th e  re ­
la ted  s ta te m e n ts  o f o p e ra tio n s , s to c k h o ld e rs ’ e q u ity  a n d  
c h a n g e s  in financia l position for th e  y e a r  then  e n d e d . O u r  
e x a m in a tio n  w a s  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c ­
c ep ted  auditing  s tan d ard s  an d , accord in g ly , included such  
tests  o f th e  accou nting  reco rd s  and  such  o th e r aud iting  p ro ­
c e d u re s  as  w e  co n s id ered  n e c e s s a ry  in th e  c ircu m stan ces .

In o u r opin ion, th e  financ ia l s ta te m e n ts  re fe rred  to ab o v e  
p re s e n t fairly th e  financia l position o f A T I, Inc. a t S e p te m b e r  
2 4 , 1 9 7 7 , and  th e  results o f its o p e ra tio n s  and  c h a n g e s  in its 
financ ia l position for th e  y e a r  then  e n d e d , in conform ity  w ith  
g en e ra lly  ac c ep ted  accou nting  princ ip les  w hich  e x c e p t for 
th e  c h a n g e , w ith  w hich  w e  concur, in th e  a m o rtiza tio n  of th e  
e x c es s  of cost o v e r equ ity  in n et as s e ts  acq u ired  as  d iscu s­
sed  in N o te  1 to  th e  con so lid ated  financ ia l s ta te m e n ts , h av e  
b een  app lied  on a  basis  con s is ten t w ith  th a t o f th e  p reced in g  
y e a r . T h e  f in a n c ia l s ta te m e n ts  fo r th e  p rio r y e a r  w e re  
e x a m in e d  by o th e r certified  public accou ntan ts .

D e c e m b e r 2 2 , 1 9 7 7

T h e  B oard  of D irectors  
A T I, Inc.

W e  h a v e  e x a m in e d  th e  b a la n c e  s h e e t of A T I, Inc. and  
s u b s id ia rie s  as  of S e p te m b e r  2 5 , 1 9 7 6  a n d  th e  re la ted  
s ta te m e n ts  o f o p era tio n s , s to ckh o ld ers ’ equ ity  and  c h a n g e s  
in financ ia l position for th e  y e a r  then  e n d e d . O u r e x a m in a tio n  
w a s  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  auditing  
s tan d ard s  and , accord ing ly , inc luded  such  tests  o f th e  a c ­
counting  records and  such  o th e r aud iting  p ro ce d u re s  as  w e  
co n s id ered  n e c e s s a ry  in th e  c ircu m stan ces .

In o u r opin ion , th e  acco m p an y in g  finan c ia l s ta te m e n ts  p re ­
sen t fairly  th e  financ ia l position o f A T I, Inc. and  sub s id iaries  
at S e p te m b e r 2 5 ,  1 9 7 6  and  th e  results of th e ir o p e ra tio n s  and  
c h a n g e s  in th e ir financia l position for th e  y e a r then  e n d e d , in 
c o n fo rm ity  w ith  g e n e ra lly  a c c e p te d  a c c o u n tin g  p rinc ip les  
app lied  on a  basis  con s is ten t w ith th a t o f th e  p reced in g  y ear.

D e c e m b e r 8 , 1 9 7 6

(ex c e p t for N o te  3 , for w hich  th e  d a te  is D e c e m b e r 2 3 , 
1 9 7 6 )



Reports on Comparative Financial Statements 393

T o  th e  B oard  o f D irec tors  and  
S to ckh o ld ers  o f G e n e s c o  Inc.

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t of 
G e n e s c o  Inc. a n d  its sub s id iaries  as  o f July 3 1 , 1 9 7 7 , and  the  
re la ted  con so lid ated  s ta te m e n ts  o f ea rn in g s , of s to ckh o ld ers ’ 
equ ity , o f add itio na l p aid -in  cap ita l, o f re ta in ed  e a rn in g s  (d e f­
icit) and  of c h a n g e s  in financ ia l position for th e  y e a r. O u r  
e x a m in a tio n  w a s  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c ­
ce p te d  auditing  s tan d ard s  a n d  accord in g ly  included such  
tests  o f th e  accou nting  reco rd s and  such  o th e r aud iting  p ro ­
c e d u re s  as  w e  c o n s id ered  n e c e s s a ry  in th e  c ircu m stan ces . 
T h e  con so lid ated  financ ia l s ta te m e n ts  o f G e n e s c o  Inc. for th e  
y e a r  e n d e d  July 3 1 , 1 9 7 6  w e re  e x a m in e d  by o th e r auditors  
w h o s e  report d a te d  A u gu st 2 3 , 1 9 7 6  (A u g u st 3 1 , 1 9 7 7  as  to  
th e  e ffec t o f th e  rec lass ifica tio ns  d escrib ed  in th e  s u m m a ry  of 
accou nting  polic ies) e x p re ss e d  an  unq ua lified  opin ion  on  
th o se  s ta tem en ts .

T h e  accou nting  policy for costs re la ted  to retail s to re  c los­
ings w a s  c h a n g e d  in 1 9 7 7 , as  d escrib ed  in th e  s u m m a ry  of 
a c c o u n tin g  p o lic ies  a n d  a c c o m p a n y in g  n o te  to  fin an c ia l 
s ta te m e n ts  on o p e ra tio n s  to b e  d ives ted  and  retail s to re  c los­
ings.

In o u r o p in io n , th e  c o n s o lid a te d  f in a n c ia l s ta te m e n ts  
e x a m in e d  by us p re s e n t fa ir ly  th e  f in a n c ia l p o s itio n  o f 
G e n e s c o  Inc. a n d  its con so lid ated  sub s id iaries  a t July 31 , 
1 9 7 7 , and  th e  resu lts  of th e ir o p e ra tio n s  and  th e  c h a n g e s  in 
th e ir financ ia l position for th e  y e a r, in con form ity  w ith  g e n e r­
ally a c c ep ted  accou nting  princ ip les  w h ich , e x c e p t for th e  
c h a n g e , w ith  w h ich  w e  concur, re ferred  to  in th e  p reced in g  
p a ra g ra p h  h av e  b ee n  app lied  on a  b asis  con sisten t w ith th a t 
o f th e  p reced in g  year.—Independent Accountants’ Report.

T o  th e  S to ckh o ld ers  and  B oard  of D irec tors  of 
U nion C a m p  C o rp oratio n

In o u r opin ion, th e  acco m p an y in g  con so lid ated  b a lan ce  
s h e e t and  th e  re la ted  con so lid ated  s ta te m e n ts  o f inco m e, of 
re ta in ed  earn in g s  and  of c h a n g e s  in finan c ia l position p resent 
fairly th e  financia l position of U n ion  C a m p  C o rp oratio n  and  its 
con so lid ated  sub s id iaries  at D e c e m b e r 3 1 , 1 9 7 7 , and  th e  
resu lts  o f th e ir o p e ra tio n s  and  th e  c h a n g e s  in th e ir financia l 
position for th e  y e a r, in conform ity  w ith  g en e ra lly  acc ep ted  
accou nting  princ ip les  app lied  on a  bas is  con s is ten t w ith  tha t 
o f th e  p reced in g  y e a r. O u r e x a m in a tio n  of th e s e  s ta te m e n ts  
w a s  m a d e  in a c c o rd a n c e  w ith g e n e ra lly  a c c ep ted  auditing  
s ta n d a rd s  and  accord in g ly  included such  tests  o f th e  a c ­
counting  records a n d  such o th e r aud iting  p ro ced u res  as  w e  
co n s id ered  n ec e s s a ry  in th e  c ircu m stan ces .

T h e  con so lid ated  financia l s ta te m e n ts  o f U nion  C a m p  C o r­
p oration  and  its con so lid ated  sub s id iaries  fo r th e  y e a r 1 9 7 6  
w e re  e x a m in e d  by o th er in d e p e n d e n t acco u n tan ts , w h o s e  
report d a te d  F e b ru a ry  14, 1 9 7 7  e x p re ss e d  an  unqualified  
opin ion  on th o se  s ta te m e n ts .— Report of Independent Ac­
countants.

Opinion Expressed On More Than One Prior Period

T o  th e  B oard  of D irec tors  a n d  S to ckh o ld ers  o f A S A R C O  
Inco rp ora ted

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  of 
A S A R C O  In co rp ora ted  a n d  C o n so lid a ted  S u b s id iaries  as  of 
D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  re la ted  con so lid ated  
s ta te m e n ts  o f e a rn in g s , add itio na l c ap ita l, re ta in ed  earn in g s  
a n d  c h a n g e s  in financia l position for e a c h  of th e  five  y e a rs  in 
th e  period  e n d e d  D e c e m b e r 3 1 , 1 9 7 7 . O u r e x a m in a tio n s  
w e re  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  auditing  
s ta n d a rd s  an d , accord in g ly , included such  tests  of th e  a c ­
counting  reco rd s and  such o th e r aud iting  p ro ced u res  as  w e  
co n s id ered  n e c e s s a ry  in th e  c ircu m stan ces .

In o u r o p in ion , th e  con so lid ated  financ ia l s ta te m e n ts  re ­
fe r re d  to  a b o v e  p re s e n t  fa ir ly  th e  f in a n c ia l p o s itio n  o f 
A S A R C O  Inco rp ora ted  a n d  C o n so lid a ted  S u b s id iaries  at D e ­
c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , and  th e  resu lts  o f th e ir o p e ra ­
tions and  th e  c h a n g e s  in th e ir financ ia l position for e a c h  of 
th e  five  y e a rs  in th e  period  then  e n d e d , in con form ity  w ith  
g en e ra lly  acc ep ted  accou nting  princ ip les  app lied  on a  con s is ­
ten t b asis .— A u d ito rs ’ Report.

T o  th e  B oard  of D irec tors  a n d  S h a re h o ld e rs  of 
C olt Industries Inc:

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t of C olt 
Industries  Inc. (a  P e n n s y lv a n ia  corpo ra tion ) and  sub s id iaries  
as  of D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , a n d  th e  re la ted  consoli­
d a te d  s ta te m e n ts  o f e a rn in g s , re ta in ed  e a rn in g s , cap ita l in 
exc es s  of p ar v a lu e  a n d  c h a n g e s  in financ ia l position for th e  
five  y e a rs  e n d e d  D e c e m b e r 3 1 , 1 9 7 7 . O u r ex a m in a tio n  w a s  
m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c e p te d  aud iting  s ta n ­
d ard s , and  accord in g ly  inc luded  such tes ts  o f th e  accounting  
reco rd s and  such o th e r aud iting  p ro ce d u re s  as  w e  con s id ­
e re d  n ec e s s a ry  in th e  c ircu m stan ces .

In o ur opin ion , th e  acco m p an y in g  finan c ia l s ta te m e n ts  p re ­
sen t fairly  th e  financ ia l position of C o lt Industries  Inc. and  
sub s id iaries  as  o f D e c e m b e r 31 , 1 9 7 7  and  1 9 7 6 , and  th e  
resu lts  o f th e ir o p e ra tio n s  a n d  c h a n g e s  in th e ir financ ia l posi­
tion for th e  five y e a rs  e n d e d  D e c e m b e r 3 1 , 1 9 7 7 , in confor­
m ity w ith  g en e ra lly  a c c ep ted  accou nting  princip les con s is ­
ten tly  app lied  during  th e  p eriod s .— Auditors’ Report.
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OPINIONS EXPRESSED ON 
SUPPLEMENTARY STATEMENTS OR 
SCHEDULES

Table 6-6 shows that occasionally the annual reports of the 
survey companies present either an auditors’ report which 
expresses an opinion on both the basic financial statements 
of a company and supplementary statements or schedules, 
or an auditor’s report which expresses an opinion on the 
basic financial statements and an auditors’ report which ex­
presses an opinion on supplementary statements or 
schedules. Examples of auditors’ reports expressing opin­
ions on statements and schedules other than basic financial 
statements follow.

Financial Statements of Subsidiaries

The Board of Directors 
Anderson, Clayton & Co.:

We have examined the consolidated balance sheets of 
Anderson, Clayton & Co. and Consolidated Subsidiaries and 
the combined balance sheets of the Nonconsolidated Inter­
national Subsidiaries of Anderson, Clayton & Co. as of June 
30, 1977 and June 30, 1976 and their related statements of 
income, retained earnings and changes in financial position 
for the years then ended. Our examination was made in ac­
cordance with generally accepted auditing standards, and 
accordingly included such tests of the accounting records 
and such other auditing procedures as we considered neces­
sary in the circumstances.

In our opinion, the aforementioned financial statements 
present fairly the respective financial positions of Anderson, 
Clayton & Co. and Consolidated Subsidiaries and of the 
combined Nonconsolidated International Subsidiaries of An­
derson, Clayton & Co. at June 30, 1977 and June 30, 1976 
and the results of their operations and the changes in their 
financial positions for the years then ended, in conformity 
with generally accepted accounting principles applied on a 
consistent basis after restatement, for the change, with which 
we concur, in the method of accounting for foreign currency 
translations in the combined financial statements of the non­
consolidated subsidiaries as described in Note 1 to the com­
bined financial statements.—Accountants’ Report.

TABLE 6-6: OPINION EXPRESSED ON 
SUPPLEMENTARY STATEMENTS OR 
SCHEDULES

Board of Directors and Shareholders 
of Evans Products Company:

We have examined the balance sheets of Evans Products 
Company and Consolidated Subsidiaries and the combined 
balance sheets of the Company’s Finance and Leasing Sub­
sidiaries as of December 31, 1977 and 1976, and the related 
statements of earnings, shareholders’ investment and 
changes in financial position for the years then ended. Our 
examinations were made in accordance with generally ac­
cepted auditing standards, and accordingly included such 
tests of the accounting records and such other auditing pro­
cedures as we considered necessary in the circumstances.

Num ber of Companies

Financial statem ents of sub­
sidiaries ...............................

1 9 7 7

19

1 9 7 6

3 0

1 9 7 5

3 4

1 9 7 4

31
Financial statem ents o ther 

than those of subsidiaries  
(pension trust fund, price
le v e l).........................................

Historical summaries or five  
year summaries of oper­
ations .....................................

4

11

4

11

4

11

4

8
Other— financial highlights,

pro form a da ta , etc. . . . 6 10 5 8

In our opinion, the financial statements referred to above 
present fairly the financial position of Evans Products Com­
pany and Consolidated Subsidiaries and the combined finan­
cial position of the Company’s Finance and Leasing Sub­
sidiaries at December 31, 1977 and 1976, and the respective 
results of their operations and the changes in their financial 
position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis 
after restatement for the change, with which we concur, in the 
accounting for leases as described in the Notes to Financial 
Statements.—Accountants’ Report.

Board of Directors and Shareholders 
Fruehauf Corporation 
Detroit, Michigan

We have examined the accompanying consolidated bal­
ance sheets of Fruehauf Corporation and consolidated sub­
sidiaries as of December 31, 1977, and December 31, 1976, 
and the related statements of net earnings, earnings retained 
for use in the business, additional paid-in capital, and 
changes in financial position for the years then ended. We 
have also examined the accompanying consolidated balance 
sheets of Fruehauf Finance Company and consolidated sub­
sidiaries as of December 31, 1977, and December 31, 1976, 
and the related statements of net earnings and earnings re­
tained for use in the business and changes in financial posi­
tion for the years then ended. Our examinations were made 
in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting rec­
ords and such other auditing procedures as we considered 
necessary in the circumstances.

In our opinion, the consolidated financial statements re­
ferred to above present fairly the financial position of 
Freuhauf Corporation and consolidated subsidiaries and the 
financial position of Freuhauf Finance Company and consoli­
dated subsidiaries at December 31, 1977, and December 31, 
1976, and the respective results of their operations and 
changes in their financial position for the years then ended, in 
conformity with generally accepted accounting principles 
applied on a consistent basis.—Accountants’ Report.
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T o  th e  B oard  o f D irec tors  and  
S h a re h o ld e rs  o f R . H . M a c y  & C o ., Inc.
N e w  Y o rk , N Y  1 0001

W e  h a v e  e x a m in e d  th e  con so lid ated  s ta te m e n ts  o f fin a n ­
cial condition  o f R. H . M a c y  & C o ., Inc. and  con so lid ated  
sub s id iaries  as  o f July 3 0 , 1 9 7 7  and  Ju ly  3 1 , 1 9 7 6 , and  th e  
re la ted  s ta te m e n ts  of ea rn in g s , re ta in ed  e a rn in g s , add itional 
p aid -in  cap ita l a n d  c h a n g e s  in financ ia l position for th e  y e a rs  
then  e n d e d , a n d  th e  con so lid ated  s ta te m e n ts  o f financia l 
condition  o f M a c y  C red it C o rp . and  sub s id iary  as  o f July 3 0 , 
1 9 7 7  a n d  July 3 1 , 1 9 7 6 , a n d  th e  re la ted  s ta te m e n ts  o f e a rn ­
ings, re ta in ed  e a rn in g s  a n d  c h a n g e s  in financ ia l position for 
th e  y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c ­
c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s tan d ard s , and  
accord in g ly  inc luded  such  tes ts  o f th e  accou nting  records  
and  such  o th e r aud iting  p ro ced u res  as  w e  c o n s id ered  n e c e s ­
sary  in th e  c ircu m stan ces .

In o u r opin ion , th e  financ ia l s ta te m e n ts  re fe rred  to  ab o v e  
p re s e n t fairly  th e  con so lid ated  finan c ia l position o f R. H. 
M ac y  & C o ., Inc. and  con so lid ated  sub s id iaries  a n d  M ac y  
C red it C o rp . and  sub s id iary  a s  o f Ju ly  3 0 , 1 9 7 7  a n d  July 3 1 , 
1 9 7 6 , and  th e  resu lts  o f th e ir o p e ra tio n s  and  c h a n g e s  in the ir  
financ ia l position for th e  y e a rs  then  e n d e d , in con form ity  w ith  
g e n e ra lly  a c c ep ted  accou nting  princ ip les  app lied  on  a  con s is ­
ten t b as is .— Independent Auditors’ Report.

T o  T h e  B oard  o f D irec tors  of 
S e a rs , R o eb u ck  a n d  C o.:

W e  h a v e  e x a m in e d  th e  s ta te m e n ts  o f financ ia l position of 
A lls ta te  In su ran ce  C o m p a n y  and  con so lid ated  sub s id iaries  
as  of D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  re la ted  s ta te ­
m en ts  o f inco m e, cap ita l and  c h a n g e s  in financia l position for 
th e  y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c ­
c o rd a n c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s tan d ard s , and  
accord in g ly  included such  tes ts  o f th e  accou nting  records  
and  such  o th er aud iting  p ro ced u res  as  w e  c o n s id ered  n e c e s ­
sary  in th e  c ircu m stan ces .

In o u r opin ion, th e  financia l s ta te m e n ts  re fe rred  to  a b o v e  
p re s e n t fa irly  th e  fin a n c ia l position  o f A lls ta te  In s u ra n c e  
C o m p a n y  and  con so lid a ted  sub s id ia ries  at D e c e m b e r 3 1 , 
1 9 7 7  a n d  1 9 7 6 , a n d  th e  resu lts  o f th e ir  o p e ra tio n s  a n d  
c h a n g e s  in th e ir financ ia l position fo r th e  y e a rs  th en  e n d e d , in 
co n fo rm ity  w ith  g e n e ra lly  a c c e p te d  ac c o u n tin g  p rin c ip les  
app lied  on a  con s is ten t b as is .— Report of Certified Public 
Accountants.

aud iting  p ro ced u res  as  w e  c o n s id ered  n e c e s s a ry  in th e  cir­
c u m stan ces .

In o u r o p in ion , th e  a fo re m e n tio n e d  financ ia l s ta te m e n ts  
p re s e n t fairly  th e  con so lid ated  financia l position o f A lu m inu m  
C o m p a n y  of A m e ric a  a n d  con so lid a ted  sub s id iaries  at D e ­
c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6  and  th e  con so lid a ted  resu lts  of 
th e ir o p e ra tio n s  and  c h a n g e s  in th e ir con so lid a ted  financ ia l 
position for th e  y e a rs  th en  e n d e d , in con form ity  w ith  g en e ra lly  
a c c ep ted  accou nting  princ ip les  app lied  on a  con s is ten t basis.

In add ition, w e  h a v e  read  th e  financ ia l in fo rm ation  included  
in th e  F in anc ia l h ighlights on th e  inside front c o v e r and  in th e  
H istorical s u m m a ry  u n d er th e  caption s , “ E a rn in g s ,” “ F in a n ­
cial p osition” a n d  “S h a re  d a ta ” on p a g e s  2 8  a n d  2 9  o f this  
a n n u a l report, h av e  c o m p a re d  it to  d a ta  ta k e n  from  th e  a u ­
d ited  financ ia l s ta te m e n ts , su b jec ted  it to  aud it p ro ced u res , 
a n d  verified  its m a th e m a tic a l accu racy . In o u r o p in ion , such  
d a ta  is fairly  s ta ted  in re la tion  to th e  a u d ited  financ ia l s ta te ­
m en ts  tak e n  a s  a  w h o le— Independent auditors’ report.

T o  th e  B oard  o f D irec tors  a n d  S h a re h o ld ers  
o f G ian t Food  Inc.

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t of 
G ia n t Foo d  Inc. a n d  sub s id iaries  as  o f F eb ru a ry  2 6 ,  1 9 7 7  and  
F eb ru a ry  2 8 , 1 9 7 6 , and  th e  re la ted  con so lid ated  s ta te m e n ts  
o f inco m e, re ta in ed  e a rn in g s  a n d  c h a n g e s  in financ ia l posi­
tion for th e  fifty -tw o  and  fifty -th ree  w e e k  periods, resp ective ly , 
then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c c o rd a n c e  w ith  
g e n e ra lly  a c c ep ted  aud iting  s ta n d a rd s  a n d , accord in g ly , in­
c luded  such  tests  o f th e  accou nting  reco rd s  and  such  o th er  
aud iting  p ro ce d u re s  as  w e  c o n s id ered  n e c e s s a ry  in th e  c ir­
c u m stan ces .

In o u r opin ion , th e  financ ia l s ta te m e n ts  re ferred  to  a b o v e  
p resen t fairly  th e  con so lid ated  finan c ia l position o f G ian t 
Food  Inc. and  sub s id iaries  as  o f F eb ru a ry  2 6 , 1 9 7 7  and  F e b ­
ruary  2 8 , 1 9 7 6 , and  th e  con so lid ated  resu lts  o f th e ir o p e ra ­
tions a n d  c h a n g e s  in th e ir fin an c ia l position  for th e  fifty-tw o  
and  fifty -th ree  w e e k  p eriod s , resp ective ly , then  e n d e d , in c o n ­
form ity w ith  g e n e ra lly  a c c e p te d  accou nting  princ ip les  app lied  
on a  con s is ten t basis . A lso , in o ur o p in ion , th e  f iv e -y e a r  
s u m m a ry  of con so lid ated  o p e ra tio n s  p resen ts  fairly  th e  in­
fo rm atio n  included th e re in — A c c o u n ta n ts ’ report.

Historical Summaries or Five Year Summaries of 
Operations

T o  th e  S h a re h o ld ers  and  
B oard  o f D irectors  
A lu m in u m  C o m p a n y  o f A m erica :

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e ts  of 
A lu m in u m  C o m p a n y  o f A m e r ic a  a n d  c o n s o lid a te d  s u b ­
s id iaries  as  o f D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6  and  th e  re la ted  
s ta te m e n ts  of con so lid a ted  in co m e a n d  re ta in e d  earn in g s  
and  c h a n g e s  in con so lid ated  financ ia l position for th e  yea rs  
then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a c c o rd a n c e  w ith  
g e n e ra lly  a c c ep ted  aud iting  s ta n d a rd s  a n d , accord in g ly , in­
c lud ed  such  tests  o f th e  accou nting  reco rd s  a n d  such  o th er

T o  th e  S h a re h o ld ers  a n d  th e  B oard  o f D irec tors  of 
H erc u le s  Inco rp ora ted  
W ilm in gton , D e la w a re

W e  h a v e  e x a m in e d  th e  con so lid ated  b a la n c e  s h e e t of H e r­
c u les  In c o rp o ra te d  a n d  s u b s id ia ry  c o m p a n ie s  a s  o f D e ­
c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 , and  th e  re la ted  con so lid ated  
s ta te m e n ts  o f inco m e, s to ckh o ld ers ’ eq u ity  and  c h a n g e s  in 
financia l position for th e  tw o  y e a rs  th en  e n d e d . O u r e x a m in a ­
tions w e re  m a d e  in a c c o rd a n c e  w ith  g e n e ra lly  a c c e p te d  a u ­
diting s tan d ard s  a n d , accord ing ly , inc luded  such tes ts  o f th e  
accou nting  reco rd s  and  such  o th e r aud iting  p ro ce d u re s  as  
w e  co n s id ered  n e c e s s a ry  in th e  c ircu m stan ces .

In o u r o p in ion , th e  a fo re m e n tio n e d  con so lid ated  financ ia l 
s ta te m e n ts  (p a g e s  3 -A  to 7 -A  and  10 -A  to  15 -A ) p resen t fairly  
th e  con so lid ated  financ ia l position o f H e rc u le s  Inco rp ora ted  
a n d  sub s id iary  c o m p a n ie s  a t D e c e m b e r 3 1 , 1 9 7 7  a n d  1 9 7 6 ,
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and  th e  con so lid ated  resu lts  of th e ir o p e ra tio n s  a n d  c h a n g e s  
in financ ia l position for th e  y e a rs  then  e n d e d , in conform ity  
w ith  g en e ra lly  a c c ep ted  accou nting  princ ip les  app lied  on a  
con s is ten t basis  a fte r re s ta te m e n t for th e  c h a n g e , w ith  w hich  
w e  concur, in th e  p resenta tio n  o f th e  s ta te m e n t o f c h a n g e s  in 
financ ia l position as  d escrib ed  in a  foo tn ote  to  th a t s ta tem en t.

In addition, w e  h a v e  read  th e  o p e ra tin g  and  financ ia l re ­
v ie w  inform ation  in th e  te n -y e a r d ig est on  p ag e s  8 -A  and  9 -A , 
h av e  c o m p a re d  it w ith  d a ta  ta k e n  from  aud ited  con so lid ated  
financia l s ta te m e n ts , sub jec ted  it to aud it p ro ced u res , and  
verified  its m a th e m a tic a l accu racy . In o u r o p in ion , such in­
fo rm atio n  is fairly s ta ted  in re la tion  to  th e  aud ited  consoli­
d a ted  financia l s ta te m e n ts  tak e n  as  a  w h o le  for th e  re s p e c ­
tive  y e a rs .— Auditors’ Report.

Financial Statements of Pension Fund

B oard  of D irectors  
R epu b lic  S tee l C o rp oratio n  
C le v e la n d , O h io

W e  h av e  e x a m in e d  th e  s ta te m e n t o f a ssets  o f th e  T rust 
Fund  u n d er th e  1 9 5 0  and  1 9 7 0  P en s io n  P lan s  of R epub lic  
S te e l C o rp oratio n  as  o f D e c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  
th e  re la ted  s ta te m e n t of c h a n g e s  in fund  b a la n c e  for th e  
y e a rs  then  e n d e d . O u r e x a m in a tio n s  w e re  m a d e  in a cco r­
d an c e  w ith  g e n e ra lly  a c c ep ted  aud iting  s ta n d a rd s  and , a c ­
cordingly, included such tests  o f th e  accou nting  reco rd s  and  
such  o th e r auditing p ro ced u res  as  w e  c o n s id ered  n ec e s s a ry  
in th e  c ircu m stan ces .

In o u r opin ion, th e  financia l s ta te m e n ts  re ferred  to  ab o v e  
p resen t fairly th e  financia l position o f th e  T ru st Fun d  at D e ­
c e m b e r 3 1 , 1 9 7 7  and  1 9 7 6 , and  th e  c h a n g e s  in fund  b a lan ce  
for th e  y e a rs  th en  e n d e d , in conform ity  w ith  g e n e ra lly  a c ­
ce p te d  accou nting  princip les app lied  on  a  con s is ten t basis.



397

Appendix of 600 Companies

List of 600 Companies on Which Tabulations are Based

(In this edition, companies have been assigned the same number as in the Thirty-first (1977) edition. Twenty-nine companies 
included in the 1977 edition have been eliminated and their numbers left unused. The companies selected as replacements have 
been assigned numbers 809 to 833, inclusive. Companies numbered out of alphabetical order are shown in italics and have been 
given an additional listing in alphabetical order.)

Co. No.

* Month 
in which 

fiscal year 
ends Co. No.

* Month 
in which 

fiscal year 
ends

11
13
16
17
18
19
20 
21 
22 
23 
25

26
28

ACF Industries, Incorporated— see 3 29
AEL Industries, Inc.—see 701 30
AMAX, Inc.—see 35
AM ETEK, Inc.—see 47 31
AM F Incorporated—see 33 32
AM P Incorporated and Pamcor, Inc.—s ee  49  33
ASARCO Incorporated—see 43 34
ASG Industries, Inc.—see 40 35
ATI, Inc.—see 602 36
Abbott Laboratories...................................................... 12 39
ACF Industries, Incorporated................................... 12 40
American Stores Company .....................................  3 41
Acm e-C leveland Corporation—see 809 42
Action Industries, Inc.—see 756 43
Adams-Millis Corporation...........................................  12
Adam s-Russell Co., Inc.—see 741
Addressograph Multigraph Corporation................. 7 44
Air Products and Chemicals, Inc.............................. 9 45
Airco, Inc..........................................................................  12 47
Akzona Incorporated—see 30
A lbertson’s, Inc.—see 603 48
Alco Standard Corporation—see 771 49
Allegheny Ludlum Industries, Inc.............................  12
Allied Chemical Corporation .................................... 12 51
Allied Stores Corporation...........................................  1 53
Allis-Chalmers Corporation.......................................  12 55
Alpha Portland Industries, Inc...................................  12 56
Aluminum Company of Am erica..............................  12
The Amalgamated Sugar Com pany....................... 12 58
Amerada Hess Corporation......................................  12 59
American Air Filter Company, Inc............................  10
American Bakeries Com pany................................... 12 60
American Biltrite Inc.....................................................  12 62
Am erican Brands, Inc.—see 45 64
Am erican Broadcasting Com panies, 65

Inc.—see 810 66
Am erican Building M aintenance Industries—  67

see 605 68
American Can Com pany............................................  12 69
American Cyanamid Com pany................................  12 71

The American Distilling Company...................
Akzona Incorporated..............................................
Am erican Garden Products, Inc.—see 778
American Home Products Corporation...........
American Hospital Supply Corporation..........
AMF Incorporated...................................................
American Maize-Products Company..............
AMAX Inc....................................................................
American Motors Corporation..........................
American Standard Inc..........................................
ASG Industries, Inc..................................................
American Seating Company............................
The American Ship Building Company..........
ASARCO Incorporated..........................................
Am erican Standard inc.—see 39  
Am erican Stores Com pany—see 4
Amster Corporation.................................................
American Brands, Inc.............................................
AMETEK, Inc..............................................................
Am pco-Pittsburgh Corporation—see 486
Ampex Corporation..........................................
AMP Incorporated and Pamcor, Inc.................
Am star Corporation— see 44
AMSTED Industries Incorporated....................
Anchor Hocking Corporation............................
Anderson, Clayton & Co...................................
Anheuser-Busch, Incorporated........................
The Ansul Com pany—see 607
Archer Daniels Midland Company..................
Arden-Mayfair, Inc............................................
Arm ada Corporation—see 67
Armco Steel Corporation..................................
Armstrong Cork Company..............................
The Arundel Corporation.................................
Arvin Industries, Inc..........................................
Ashland Oil, Inc................................................
Armada Corporation..............................................
Associated Dry Goods Corporation................
Atlantic Richfield Company.............................
Avco Corporation..............................................

9
12

12
12
12
12
12

9
12
12
12

9
12

6
12
12

4
12

9
12
6

12

6
12

12
12
12
12

9
12

1
12
11

*Months numbered in sequence, January through December

1
3
4

5

6 
8 
9
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C o . N o .

*M o n th  
in w hich  

fiscal y e a r  
end s

......  12

C o . N o .

* M onth  
in w hich  

fiscal y e a r  
e n d s

7 2  A von  Products , In c ..........................................................
Baird-Atom ic, Inc.—see 793

7 4  B a k e r In tern atio na l C o rp o ra tio n ..............................
7 5  T h e  B ard en  C o rp o ra t io n .............................................
7 6  B as ic  In c o rp o ra te d .........................................................
7 7  B a tes  M an u fac tu rin g  C o m p an y , In co rp o ra ted .
7 8  Congoleum Corporation..............................................
7 9  B ausch  &  L om b  In c o rp o ra te d ..................................
8 0  B ayu k  C ig ars  In c o rp o ra te d .......................................
81 B ea trice  F o o d s  C o ..........................................................
8 3  B e e c h  A ircraft C o rp o ra tio n .........................................

Beehive International—see 811
8 4  Squibb Corporation........................................................

Belden Corporation—see 610
8 5  B eld ing  H e m in w a y  C o m p a n y , In c ..........................
8 6  Bell &  H o w ell C o m p a n y ..............................................
8 7  B em is  C o m p a n y , In c ......................................................
8 8  T h e  B end ix  C o rp o ra tio n ..............................................
8 9  B e th le h e m  S te e l C o rp o ra tio n ...................................

Bird & Son, Inc.—see 92
91 T h e  B lack a n d  D e c k e r M an u fac tu rin g

C o m p a n y ........................................................................
9 2  Bird & Son, Inc..................................................................
9 5  Bliss &  L au gh lin  Industries  In c o rp o ra te d ...........
9 6  B lu e  B ell, In c .......................................................................

Bobbie Brooks, Incorporated—see 611
9 7  T h e  B oeing  C o m p a n y ..................................................

Boise Cascade Corporation—see 612
1 0 0  B o rd en , In c ..........................................................................
101 B o rg -W a rn e r C o rp o ra tio n ...........................................

Bowne & Co., Inc.—see 718
Brenco, Incorporated—see 652

1 0 3  B riggs & S tra tton  C o rp o ra tio n ..................................
1 0 4  T h e  Bristol B rass  C o rp o ra tio n ..................................
1 0 5  B ris to l-M yers  C o m p a n y ...............................................

Bristol Products, Inc.—see 742
1 0 6  B rockw ay G la s s  C o m p an y , In c ................................
1 0 7  B row n & S h a rp e  M an u fac tu rin g  C o m p a n y .......
1 0 8  B row n G ro u p , In c .............................................................

Browning-Ferris Industries, Inc.—see 795
1 0 9  B run sw ick C o rp o ra tio n .................................................

Buckbee-M ears Com pany—see 653
1 1 0  B u cyru s -E rie  C o m p a n y ...............................................
1 1 3  B urlington Industries , In c .............................................
1 1 4  B u rn dy  C o rp o ra tio n .......................................................
1 1 5  B u rroughs C o rp o ra tio n .................................................

CBS Inc.—see 152
CMI Corporation—see 797  
CPC International Inc.—see 172 
Cadence Industries Corporation—see 572  
Caesars W orld, Inc.—see 779

1 1 6  Del Monte Corporation..................................................... 5
1 1 8  C a m p b e ll S o u p  C o m p a n y ..............................................  7
1 2 0  C a n n o n  M ills  C o m p a n y .................................................... 12
1 2 3  C a rn a tio n  C o m p a n y ........................................................... 12
1 2 4  C a rr ie r C o rp o ra tio n ............................................................... 10

Castle & Cooke, Inc.—see 780
1 2 6  C a te rp illa r T ra c to r C o .......................................................... 12
1 2 7  C e la n e s e  C o rp o ra tio n  .....................................................  12

9
10
12
12
12
12
12
2
9

12

12
12
12

9
12

9
12
12

9

12

12
12

6
12
12

12
12
10

12

12
9

12
12

1 2 8

1 3 0

131

1 3 3
1 3 5

1 3 6
1 3 7
1 3 8

1 3 9
1 4 0
141

1 4 2
1 4 4
1 4 5

1 4 6
1 4 7  
1 4 9
151
1 5 2

1 5 3

C e n tra l S o y a  C o m p an y , In c ........................................
Centronics Data Com puter Corp.—see 796
C e rta in T e e d  C o rp o ratio n  ............................................
Certified Corp.—see 812
T h e  C e s s n a  A ircraft C o m p a n y ...................................
Cham pion International Corporation—  

see 566

8

12

9

12
10

12
7

12

1 5 7
1 5 8
1 5 9  
1 6 3  
1 6 5
1 6 7
1 6 8
1 6 9
1 7 0
171
1 7 2
1 7 3
1 7 4
1 7 5
1 7 6
1 7 7

1 8 0
1 8 3
1 8 4
1 8 5

C h am p io n  S p a rk  P lug  C o m p a n y .............................
Paxall, Inc..............................................................................
Chicago Bridge & Iron Com pany—see 654
C h ic a g o  P n e u m a tic  T o o l C o m p a n y .......................
C h o c k  Full O ’N uts  C o rp o ra tio n .................................
C h rys le r C o rp o ra tio n ......................................................
Citation M anufacturing Com pany, Inc.—  

see 743

C ities  S e rv ic e  C o m p a n y .................................................... 12
C ity  S to re s  C o m p a n y .........................................................  1
C la rk  E q u ip m e n t C o m p a n y .............................................  12
Clarostat Mfg. Co., Inc.—see 615
T h e  C le v e la n d -C liffs  Iron C o m p a n y ...........................  12
C luett, P e a b o d y  & C o ., In c ..................................................  12
T h e  C o c a -C o la  C o m p a n y .....................................................  12
Coleco Industries, Inc.—see 813
C o lg a te -P a lm o liv e  C o m p a n y ..............................................  12
C ollins &  A ikm an  C o rp o ra tio n ........................................ 2
C o lon ia l S to res  In c o rp o ra te d .............................................  12
C o lt Industries In c .................................................................  12
CBS Inc...........................................................................................  12
Combined Communications Corporation—  

see 781
C o m b ustion  E n g in e e rin g , In c .............................................  12
Commercial Metals Company—see 814 
Compugraphic Corporation—see 798 
ConAgra, Inc.—see 406 
Congoleum Corporation—see 78 
Conroy, Inc.—see 815

North American Philips Corporation..............................  12
C o n so lid a ted  F o o d s  C o rp o ra tio n .................................  6
Sears Industries Inc.................................................................  12
T h e  C o n tin en ta l G ro u p , In c .................................................  12
C o n tin en ta l O il C o m p a n y .....................................................  12
C ontro l D a ta  C o rp o ra tio n .....................................................  12
C o o k  P a in t a n d  V a rn is h  C o m p a n y  ................................ 11
C o o p e r Industries , In c .............................................................  12
C o p p e rw e ld  C o rp o ra tio n ....................................................... 12
C o rn ing  G la s s  W o r k s .............................................................  12
CPC International Inc..............................................................  12
C ra d d o c k -T e rry  S h o e  C o rp o ra tio n ..............................  9
C ra n e  C o ........................................................................................  12
C ro w n  C e n tra l P e tro leu m  C o rp o ra t io n ......................... 12
C ro w n  C o rk  &  S e a l C o m p a n y , In c ..................................  12
C ro w n  Z e lle r b a c h ...................................................................... 12
Culbro Corporation—see 245
C u m m in s  E n g in e  C o m p a n y , In c .......................................  12
C u rtiss -W rig h t C o rp o ra tio n  ................................................ 12
C u tle r-H a m m e r, In c ..................................................................  12
C yc lop s  C o rp o r a t io n ............................................................... 12

*Months numbered in sequence, January through December
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C o. N o.

1 8 6

1 8 7
1 8 8

1 8 9

191

1 9 3
1 9 5
1 9 7

1 9 8
1 9 9

201
202

2 0 4

2 0 5
2 0 6
2 0 7
2 0 8

2 1 3
2 1 4
2 1 5

* M onth  
in w hich  

fiscal y e a r  
end s

...... 12

C o. No.

D an  R iver In c ........................................................................
Dana Corporation—see 656  
Dart Drug Corporation—see 744 
Dart Industries Inc.—see 467  
Day Mines, Inc.—see 782
D a y c o  C o rp oratio n  .............................................................  10
D e e re  & C o m p a n y  .............................................................  10
Del Monte Corporation— see 116 
Den-Tal-Ez, Inc.—see 783
D enn ison  M an u fac tu rin g  C o m p a n y  .........................  12
Dentsply International Inc.—see 799
D ia m o n d  In tern atio na l C o rp o r a t io n ...........................  12
Diamond Sham rock Corporation—see 658
D ic ta p h o n e  C o rp o ratio n  ....................................................... 12
W a lt D isn ey  P ro d u c t io n s ......................................................  9
T h e  D o w  C h e m ic a l C o m p a n y ..........................................  12
Doyle Dane Bernbach Inc.—see 616
D rav o  C o rp o ratio n  ................................................................... 12
D re s s e r Industries , In c .......................................................  10
Dun & Bradstreet Com panies, Inc.—see 784
The Duplan Corporation.................................................... 9
E .l. du P o nt d e  N e m o u rs  & C o m p a n y ......................... 12
The Duplan Corporation— see 201 
Duplex Products Inc.—see 800 
Dynam ics Corporation of Am erica—see 785 
ELTRA Corporation—see 213
E a g le -P ic h e r Industries, In c ................................................. 11
Easco Corporation—see 206
T h e  E as te rn  C o m p a n y  .........................................................  12
Easco Corporation .............................................................  12
E a s tm a n  K o d ak  C o m p a n y  .............................................  12
E aton  C o rp oratio n  ............................................................... 12
Electric Hose & Rubber Com pany—  

see 617
ELTRA Corporation ............................................................  9
E m erso n  E lectric  C o ............................................................ 9
E m h a rt C o rp o ratio n  ................................................................  12
Em pire Gas Corporation—see 721 
Engelhard M inerals & Chem icals  

Corporation—see 659  
Esmark, Inc.—see 535 
Ethan Allen, Inc.—see 746 
Ethyl Corporation—see  660

2 1 8
220

221
222

2 2 5
2 2 6
2 2 7
2 2 8  
2 2 9

2 3 0

E van s  P roducts  C o m p a n y  .............................................
E x -C e ll -O  C o rp oratio n  ......................................................
Exxon Corporation—see 518
FDI, Inc.— see 733
FMC Corporation—see 231
Fairchild  C a m e ra  a n d  In s tru m en t C o rp o ra tio n ....
Fairchild  Industries , In c ......................................................
Falcon Seaboard Inc.—see 801
F ed d e rs  C o rp o ratio n  .........................................................
F e d e ra te d  D e p a rtm e n t S to res , In c .............................
T h e  F ire s to n e  T ire  & R u b b e r C o m p a n y ..................
F irst N a tio n a l S to res  In c ....................................................
M . H . F ish m an  C o . In c .......................................................
Fluor Corporation—see 802
John Fluke Mfg. Co., Inc.—see 723
T h e  F lin tko te  C o m p a n y ....................................................

12
11

12
12

10
1

10
3

12

12

231

2 3 2
2 3 3

2 3 5
2 3 6

2 3 9
2 4 0
241
2 4 5
2 4 6
2 4 7
2 4 8

2 4 9
2 5 0

2 5 2
2 5 3
2 5 4
2 5 5
2 5 6
2 5 7

2 5 8
2 5 9

2 6 2
2 6 3
2 6 4

2 6 5

2 6 7
2 6 9

2 7 2
2 7 3

2 7 4
2 7 5
2 7 6

2 7 8
2 7 9
2 8 0  
2 8 2

FMC Corporation ...........................................................
Food Fair, Inc.—see 618
F oo te  M in era l C o m p a n y  .............................................
Ford M o to r C o m p a n y  .................... ...............................
Forem ost-M cKesson, Inc.—see 662  
Franklin Mint Corporation—see 803
F reep o rt M in e ra ls  C o m p a n y ......................................
F ru eh a u f C o rp o ra tio n .....................................................
GAF Corporation—see 240 
GATX Corporation— see 239  
Gam ble-Skogm o, Inc.—see 724 
Gearhart-Ow en Industries, Inc.—see 758
GATX Corporation ..........................................................
GAF Corporation .............................................................
General Host Corporation ..........................................
Culbro Corporation .......................................................
G e n e ra l D y n am ics  C o rp oratio n  .............................
G e n e ra l E lectric  C o m p a n y ........................................
G e n e ra l F oo d s  C o rp o ratio n  .....................................
General Host Corporation—see 241
G e n e ra l M ills, In c .............................................................
G e n e ra l M otors  C o rp oratio n  ...................................
General Recreation, Inc.—see 787
G e n e ra l R e frac to ries  C o m p a n y ..............................
G e n e ra l S ig n a l C o rp o ra tio n ......................................
T h e  G e n e ra l T ire  & R u b b e r C o m p a n y  ..............
G e n e s c o  In c ........................................................................
G e o rg ia -P a c ific  C o rp o r a t io n .....................................
G e rb e r Products  C o m p a n y  ......................................
Getty Oil Com pany—see 620 
Giant Food Inc.—see 621
G idd ing s  & Lew is, In c ....................................................
T h e  G ille tte  C o m p a n y  .................................................
G loucester Engineering Co. Inc.— see 759
G old b la tt B ros., In c .........................................................
T h e  B F G o o d rich  C o m p a n y  ......................................
T h e  G o o d y e a r T ire  &  R u b b e r C o m p a n y ..........
Gould Inc.—see 816 
W .R. Grace & Co.—see 622
T h e  G ra n d  U n ion  C o m p a n y .....................................
Granger Associates— see 623
G ran itev ille  C o m p a n y ..................................................
T h e  G re a t A tlantic  &  P acific  T e a

C o m p an y , In c ................................................................
The Greyhound Corporation—see 735
G ru m m a n  C o rp o ra tio n  ...............................................
G u lf O il C o rp oratio n  .....................................................
G ulf & W estern Industries, Inc.—see 624 
Gulton Industries, Inc.—see 788 
HMW  Industries, Inc.—see 276  
HON Industries Inc.—see 726 
W. F. Hall Printing Com pany—see 275
H alliburton  C o m p a n y ...................................................
W. F. Hall Printing Company..................................
HMW Industries, Inc......................................................
Hampton Industries, Inc.—see 703
H a rn is c h fe g e r C o rp o ratio n  .......................................
H arris  C o rp oratio n  ........................................................
H arsco  C o rp o ratio n  .....................................................
H a rt S c h a ffn e r &  M a rx  ..............................................

* M onth  
in w hich  

fiscal y e a r  
end s

......  12

12
12

12
12

12
12
12
12
12
12

3

5
12

12
12
11

7
12

3

12
12

1
12
12

3

12

2

12
12

12
3
1

10
6

12
11

*Months numbered in sequence, January through December
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* Month 
in which 

fiscal year 
ends Co. No.

* Month 
in which 

fiscal year 
ends

284 Hazeltine Corporation .....................................
285 H. J. Heinz Company......................................
286 Hercules Incorporated.....................................
287 Hershey Foods Corporation............................

Heublein, Inc.—see 789
288 Hewlett-Packard Company .............................
290 Hobart Corporation...........................................
292 Holly Sugar Corporation .................................

Hom asote Com pany—see 666
293 Honeywell Inc.....................................................
295 The Hoover Company.....................................
296 Geo. A. Hormel & Company...........................
297 Houdaille Industries, Inc....................................
299 Hudson Pulp & Paper Corp..............................

Hum ana Inc.—see 702
Philip A. Hunt C hem ical Corporation—  

see 736
300 Norton Simon inc...............................................

IC Industries, Inc.—see 761
IPCO Hospital Supply Corporation—  

see 627
304 Ingersoll-Rand Company ................................
305 Inland Steel Company.....................................

Insilco Corporation—see 313
307 Interco Incorporated ........................................
308 Interlake, Inc.......................................................
309 International Business Machines Corporation.
310 International Harvester Company...................
311 International Minerals & Chemical

Corporation ...................................................
International M ultifoods Corporation—  

see 667
312 International Paper Com pany.........................
313 Insilco Corporation ...........................................

International Telephone and Telegraph
Corporation—see 668

314 Interstate Brands Corporation.........................
Iowa Beef Processors, Inc.— see 670

315 Jantzen, Inc........................................................
Jewel Com panies, inc.—see 671

316 Jim Walter Corporation ...................................
317 Johns-Manville Corporation ............................
318 Johnson & Johnson ........................................

Johnson Products Co., Inc.—see 817
320 Joslyn Mfg. and Supply Co..............................
321 Joy Manufacturing Company ..........................

K m art Corporation—see 331
322 Kaiser Aluminum & Chemical Corporation....
323 Kellogg Com pany............................................
326 Kennecott Copper Corporation .......................
327 Keystone Consolidated Industries, Inc............
328 Walter Kidde & Company, Inc..........................
329 Kimberly-Clark Corporation.............................

King Optical Corporation—see 790 
Knape & Vogt M anufacturing Com pany—

see 762
330 Koppers Company, Inc.....................................

Kraft, Inc.—see 397
331 K mart Corporation .........................................

Kroehler Mfg. Co.—see 818

12
4

12
12

10
12
3

12
12
10
12
12

12
12

2
12
12
10

12
12

5

8

8
12
12

12
9

12
12
12
6 

12 
12

12

1

332
333

334

336

338
340
341
344
345 
347

349

350
352
354

355
356

357
358
359
361
362
363
364 
366

367
368
369
372
373
374
375
376
377

378

The Kroger Co.......................................................  12
Kuhlman Corporation ........................................... 12
The LTV Corporation—see 628 
La M aur Inc.—see 673  
LaBarge, Inc.—see 704 
Lafayette Radio Electronics Corporation—  

see 672
Lear Siegler, Inc..................................................... 6
Lee Enterprises, Incorporated—see 763 
Lenox, Incorporated—see 804 
Leslie Fay Inc.—see 674
Leslie Salt Co.........................................................  12
Levi Strauss & C o.-see 749
Libbey-Owens-Ford Company ............................  12
Liggett Group Inc...................................................  12
Eli Lilly and Company .......................................... 12
Litton Industries, Inc..............................................  7
Lockheed Corporation.......................................... 12
Lone Star Industries, Inc.......................................  12
Louisville Cem ent Com pany— see 630  
Lowe’s Com panies, Inc.—see 706
Lukens Steel Company.......................................  12
Lykes Corporation—see 707 
Lynch Corporation—see 751 
Lynnwear Corporation—see 764 
MCA Inc.—see 364  
M W A Com pany—see 635
The Macke Company........................................... 9
R. H. Macy & Co., Inc...........................................  7
P. R. Mallory & Co., Inc........................................  12
M alone & Hyde, Inc.—see 675
Marathon Oil Company .......................................  12
Maremont Corporation ......................................... 12
M arhoefer Packing Com pany, Inc.—  

see 631
The Marley Com pany—see 819 
Marriott Corporation—see 805
Marshall Field & Company .................................  1
Martin Marietta Corporation ................................  12
Masonite Corporation ........................................... 8
The May Department Stores Company ............  1
Oscar Mayer & Co. Inc.........................................  12
The Maytag Company.......................................... 12
MCA Inc..................................................................  12
McCormick & Company, Incorporated ............... 11
J. Ray M cDerm ott & Co., Inc.—see 632 
M cDonald’s Corporation—see 820
McDonnell Douglas Corporation.........................  12
McGraw-Edison Company ..................................  12
McGraw-Hill, Inc..................................................... 12
The Mead Corporation ......................................... 12
Medusa Corporation............................................. 12
Melville Corporation ............................................. 12
Merck & Co., Inc....................................................  12
Meredith Corporation ........................................... 6
Metro-Goldwyn-Mayer Inc..................................... 8
Microform  Data System s, inc.—see 821
Midland-Ross Corporation ..................................  12
Herm an Miller, Inc.—see 766 
Milton Roy Com pany—see 737

*Months numbered in sequence, January through December

6

6
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* M onth  
in w hich  

fiscal y e a r  
end s

3 8 0  M in n es o ta  M in ing  a n d  M an u fac tu rin g 4 3 0
C o m p a n y ............................................................................. 12 431

381 M irro  A lu m in u m  C o m p a n y  ............................................. 12 4 3 2
3 8 2 M obil C o rp o ratio n  ................................................................ 12 4 3 3
3 8 3 M o h a sc o  C o rp o ratio n  ........................................................ 12 4 3 4
3 8 4 T h e  M o h a w k  R u b b e r C o m p a n y .................................. 12 4 3 6
3 8 5 M o n san to  C o m p a n y  .......................................................... 12 4 3 7

M orse Electro Products Corp.—see 677 4 3 8
Mosinee Paper Corporation—see 752 4 3 9

3 8 9 M otoro la , In c ............................................................................. 12
3 9 0 M o u n t V e rn o n  M ills, In c ..................................................... 12 441

M ulti-Am p Corporation—see 767 4 4 3
3 9 2 M u n s in g w e a r, In c .................................................................. 12 4 4 5
3 9 3 G . C . M u rp h y  C o m p a n y  ..................................................

The Murray Ohio M anufacturing
1

4 4 7
Com pany—see 806 

NCR Corporation—see 395  
NL Industries, Inc.—see 400

4 4 8

3 9 4 N ab isco , In c ..............................................................................
The Narda M icrow ave Corporation— see 768

12
451

National Can Corporation—see 637 4 5 2
3 9 5 NCR Corporation................................................................. 12 4 5 3
3 9 7 Kraft, Inc...................................................................................... 12 4 5 4
3 9 8 N atio n al D istillers and  C h em ic a l C o rp o ra tio n  .... 12 4 5 5
3 9 9 N atio n al G y p s u m  C o m p a n y .......................................... 12 4 5 6
4 0 0 NL Industries, Inc.................................................................. 12 4 5 7
401 N atio n al P res to  Industries , In c ....................................... 12 4 5 8
4 0 2 N atio n a l S ta rc h  a n d  C h em ic a l C o rp o r a t io n .......... 12 4 5 9
4 0 3 N atio n al S te e l C o rp o r a t io n ............................................. 12 4 6 0
4 0 5 N atio n al T e a  C o ..................................................................... 12 4 6 2
4 0 6 ConAgra, Inc................................................................... 5
4 0 7 N e p tu n e  In tern atio na l C o rp o ratio n  ...........................

New England Nuclear Corporation—
12 4 6 3

see 679 4 6 5
A. C. N ieisen Com pany—see 680 4 6 7
North Am erican Philips Corporation— 4 6 8

see 157
4 1 3 Rockwell International Corporation ....................... 9 4 6 9
4 1 5 N orthrop  C o rp o ratio n  ........................................................ 12 4 7 0

Northwest Industries, Inc.—see 738 
Norton Sim on Inc.—see 300

4 7 2

Occidental Petroleum  Corporation—see 681 4 7 4
Ogden Corporation—see 639
Ohio Ferro-Alloys Corporation— see 682

4 7 5

4 1 6 O lin  C o rp o ra tio n  ...................................................................
Opelika M anufacturing Corporation—see 807

12
4 7 6

4 1 9 O u tb o ard  M a rin e  C o rp o ratio n  ...................................... 9
4 2 0 O w en s-Illin o is , In c .................................................................

Oxford Industries, Inc.—see 640  
PPG Industries, Inc.—see 443 
Paccar Inc.—see 822

12

4 7 9
Pall Corporation—see 709 4 8 0
The Pantasote Com pany—see 641 481

4 2 3 P a rk er-H a n n ifin  C o rp oratio n  ......................................... 6
4 2 4 T h e  P a rk e r P e n  C o m p a n y .............................................

Paxall, Inc.—see 135
The Penn Traffic Com pany— see 683

2 4 8 3

4 2 7 J. C . P e n n e y  C o m p an y , In c ............................................ 1 4 8 4
4 2 9 P e n n w a lt C o rp o r a t io n ........................................................ 12 4 8 5

Pennzoil Com pany—see 775 4 8 6

* M onth  
in w hich  

fiscal y e a r  
end s

P e o p le s  D rug  S to res , In co rp o ra ted  ..........................
P e p s iC o , In c ............................................................................
P e t In c o rp o r a te d ..................................................................
P fize r In c ....................................................................................
P h e lps  D o d g e  C o rp o ra tio n  ..........................................
Philip  M orris  In c o rp o r a te d .............................................
Phillips P e tro leu m  C o m p a n y ........................................
P h o e n ix  S te e l C o rp o r a t io n ............................................
T h e  P illsbury  C o m p a n y ..................................................
Pioneer Hi-Bred International, Inc.—see 823
P itn e y -B o w e s , In c ................................................................
PPG Industries, Inc.....................................................
T h e  Pittston C o m p a n y  ....................................................
Pneum o Corporation—see 824
P olaro id  C o rp o ratio n  ........................................................
P o rtec , In c ................................................................................
Potlatch Corporation—see 685 
Pratt-Read Corporation—see 713 
Prem ier Industrial Corporation—see 825
T h e  P ro c te r &  G a m b le  C o m p a n y  ............................
P u llm an  In co rp o ra ted  ......................................................
P u ro lato r, In c ..........................................................................
T h e  Q u a k e r O a ts  C o m p a n y .........................................
Q u a k e r S ta te  O il R efin ing  C o rp o ra tio n  ................
R C A  C o rp o ra tio n  ................................................................
R a ls to n  P u rin a  C o m p a n y ..............................................
R a n c o  In c o rp o ra te d ..........................................................
T h e  R a th  P ack in g  C o m p a n y .......................................
R a y b e s to s -M a n h a tta n , In c ..............................................
R a y th eo n  C o m p a n y  .........................................................
Reeves Brothers, Inc.—see 710
R e lia n c e  E lectric  C o m p a n y ..........................................
Reliance Universal Inc.—see 826
R epu b lic  S tee l C o rp o ra tio n  ..........................................
Dart Industries Inc........................................................
R exn o rd  In c .............................................................................
R. J. Reynolds Industries, Inc.—see 470
R eyn o ld s  M eta ls  C o m p a n y ..........................................
R. J. Reynolds Industries, Inc..................................
R ic h a rd s o n -M e rre ll In c ......................................................
Rival M anufacturing Com pany— see 827
Sybron Corporation ...................................................
H . H . R o b ertso n  C o m p a n y  ....................................... .
Rockwell International C o rp o ra t io n -  

see 413
R o h m  and  H a a s  C o m p a n y  ..........................................
Rowe Furniture Corporation—see 769 
Russ Togs, Inc.—see 687  
SCM Corporation—see 483 
SCOA Industries Inc.—see 496
S a fe w a y  S to res , Inco rp o ra ted  ...................................
S t. J o e  M in e ra ls  C o rp o ra tio n  ......................................
S t. R eg is  P a p e r C o m p a n y  ...........................................
Sav-A-Stop Incorporated—see 711
SCM Corporation .......................................................
Schlum berger Lim ited—see 776 
Scope Industries—see 730
Scott P a p e r C o m p a n y .....................................................
Scovill M an u fac tu rin g  C o m p a n y  ...............................
Ampco-Pittsburgh Corporation.............................

9
12

3
12
12
12
12
12

5

12
12
12

12
12

6
12
12
6

12
12

9
9
9

12
12

10

12
12
10

12
12
6

12
12

12

12
12
12

12
12
12

*Months numbered in sequence, January through December

C o . N o. C o . No.
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* M onth  
in w hich  

fiscal y e a r
C o . N o . ends

4 8 8  G . D. S e a r le  & C o ................................................................. 12
Sears Industries, Inc.—see 159

4 8 9  S e a rs , R o eb u ck  and  C o .................................................... 1
Seligm an & Latz, Inc.—see 808
Service Corporation International—see 828 
Seton Com pany—see 688

4 9 4  S h e ll O il C o m p a n y  .............................................................  12
4 9 5  T h e  S h e rw in -W illia m s  C o m p a n y  ...............................  12
4 9 6  SCOA Industries Inc............................................................  1
4 9 7  T h e  S ig n a l C o m p an ie s , In c .............................................  12
4 9 8  S ig n o d e  C o rp oratio n  .........................................................  12

Sim kins Industries, Inc.—see 689
4 9 9  S im m o n s  C o m p a n y ............................................................ 12
5 0 0  S im plic ity  P a tte rn  C o . In c .................................................  1
5 0 2  T h e  S in g e r C o m p a n y  ....................................................... 12
5 0 4  A . O . S m ith  C o rp oratio n  .................................................  12
5 0 5  S n a p -o n  T o o ls  C o rp o r a t io n ............................................ 12
5 0 6  S o la  B asic  Industries , In c .................................................  3
5 0 9  S p arto n  C o rp o ratio n  ..........................................................  6

Spencer Com panies, Inc.—see 691
The Sperry and Hutchinson Com pany—  

see 644
5 1 0  S p erry  R a n d  C o rp o ra tio n  ................................................ 3
5 1 2  S q u a re  D  C o m p a n y  ..........................................................  12

Squibb Corporation—see 84
5 1 3  A. E. S ta le y  M an u fa c tu rin g  C o m p a n y  ..................... 9

Stanadyne, Inc.—see 522
5 1 4  S ta n d a rd  B ran d s  In c o rp o ra te d ..................................... 12

Standard Container Com pany—see 753 
Standard M otor Products, Inc.—see 645

5 1 6  S ta n d a rd  O il C o m p a n y  o f C a l i fo r n ia ......................... 12
5 1 7  S tan d ard  O il C o m p a n y  (In d ia n a ) ...............................  12
5 1 8  Exxon Corporation .............................................................  12
5 1 9  T h e  S ta n d a rd  Oil C o m p a n y

fan  Ohio Corporation) .................................................  12
521 S tan d ard  P re s se d  S tee l C o ............................................. 12

The Standard Register Com pany—see 712
5 2 2  Stanadyne, Inc........................................................................  12

Stange Co.—see 829
5 2 4  T h e  L. S . S ta rrett C o m p a n y ..........................................  6

Sterling Drug Inc.—see 693
Sterndent Corporation—see 777

5 2 5  J. P. S te v e n s  & C o ., In c .................................................... 10
5 2 6  S te w a rt-W a rn e r C o rp o ra tio n  .........................................  12
5 2 7  S to k e ly -V a n  C a m p , In c ......................................................  5
5 2 8  S to n e  C o n ta in e r C o rp oratio n  .......................................  12

Struthers W ells Corporation—see 694
5 2 9  S tu d e b a k e r-W o rth in g to n , In c ............ .............................. 12
5 3 0  S u n  C h em ic a l C o rp o r a t io n .............................................  12

Sun Com pany, Inc.— see 532
531 S u n stran d  C o rp o ratio n  .....................................................  12
5 3 2  Sun Company, Inc................................................................  12
5 3 4  T h e  S u p e rio r O il C o m p a n y  ...........................................  12

Superm arkets General Corporation—
see 646

Suprem e Equipm ent & System s Corp.—  
see 830

5 3 5  Esmark, Inc................................................................................ 10
Sybron Corporation— see 474
TRW  Inc.— s ee 548

* M onth  
in w hich  

fiscal y e a r
C o . N o. end s

5 3 7  T e c u m s e h  Products  C o m p a n y  ...................................  12
Teledyne, Inc.—see 695
Tem tex Industries, Inc.—see 831 
Tenneco Inc.—see 647

5 3 8  T e x a c o  In c .................................................................................  12
Texas Instrum ents Incorporated— see 540

5 3 9  T e x a s g u lf In c ............................................................................ 12
5 4 0  Texas Instruments Incorporated ...............................  12
541 T ex tro n  In c ................................................................................  12
5 4 3  T im e  Inco rp ora ted  ............................................................... 12
5 4 4  T h e  T im k e n  C o m p a n y ......................................................  12
5 4 5  T o b in  P ack in g  C o ., In c ....................................................... 10

J, W alter Thom pson Com pany—see 791
Trans Union Corporation—see 554

5 4 7  T ria n g le  Industries , In c .......................................................  12
Triangle Pacific Corp.—see 648

5 4 8  TRW Inc....................................................................................... 12
5 4 9  T w e n tie th  C e n tu ry -F o x  F ilm  C o rp o ra tio n  .............. 12

Tyson Foods, Inc.—see 740
U and I Incorporated—see 575

5 5 0  U M C  Industries , In c .............................................................. 12
UV Industries, Inc.—see 569

551 U n ion  C a m p  C o rp o ratio n  ................................................ 12
5 5 2  U nion  C a rb id e  C o rp o ra tio n  ............................................ 12
5 5 3  U n ion  O il C o m p a n y  of C a l i fo r n ia ...............................  12
5 5 4  Trans Union Corporation ................................................ 12

Unifi, Inc.— see 770
Uniroyal, Inc.—see 567

5 5 5  United Technologies Corporation ............................. 12
United Brands Com pany—see 601
United Foods, Inc.—see 649

5 6 0  U n ited  M erc h a n ts  and  M an u fa c tu re rs , In c ............  6
United Nuclear Corporation—see 792 

5 6 2  T h e  U n ited  P ie c e  D y e  W o rks  .....................................  12
5 6 4  U n ited  S ta te s  G yp su m  C o m p a n y  ..............................  12
5 6 5  U .S . Industries , In c ...............................................................  12
5 6 6  Champion International Corporation .......................  12
5 6 7  Uniroyal, Inc..............................................................................  12
5 6 8  T h e  U n ited  S ta te s  S h o e  C o rp oratio n  ...................... 7
5 6 9  UV Industries, Inc..................................................................  12
5 7 0  U n ited  S ta te s  S te e l C o rp o ra tio n  ................................. 12
571 U n ited  S ta te s  T o b a c c o  C o m p a n y ..............................  12
5 7 2  Cadence Industries Corporation ...............................  12

United Technologies Corporation—see 555
5 7 4  U n iversal L ea f T o b a c c o  C o m p an y ,

In c o rp o r a te d ....................................................................... 6
5 7 5  U and I Incorporated ........................................................ 2
5 7 6  V a ria n  A sso c ia tes , In c ........................................................  9

Velvet-O ’Donnell Corporation— see 754
5 7 8  T h e  V e n d o  C o m p a n y  ....................................................... 12
5 8 0  W a lg re e n  C o ...........................................................................  8

Jim W alter Corporation—see 316
5 8 2  W a rd  F oo ds , In c .................................................................... 12

W arner Com m unications Inc.—see 728
5 8 4  W a rn e r-L a m b e rt C o m p a n y  ..........................................  12

W aste M anagem ent, Inc.—see 832
5 8 6  Westinghouse Electric Corporation ..........................  12
5 8 7  W e s t P o in t-P e p p e re ll, In c .................................................  8

W estinghouse Electric Corporation—
see 586

*Months numbered in sequence, January through December
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* M onth  
in w hich  

fiscal y e a r
C o . N o . end s

5 8 8  W e s tv a c o  C o rp o r a t io n ......................................................  10
5 8 9  W e y e rh a e u s e r C o m p a n y  ...............................................  12
5 9 0  W h e e lin g -P itts b u rg h  S te e l C o rp o ra tio n  .................. 12

W hirlpool Corporation—see 650
W hite Consolidated Industries, Inc.—  

see 698
591 W h ite  M o to r C o rp o r a t io n .................................................  12

W hittaker Corporation—see 699
The W illiam s Com panies—see 833 
W inn-Dixie Stores, Inc.—see 714 
W innebago Industries, Inc.—see 715 

5 9 4  F. W . W o o lw o rth  C o ............................................................  1
5 9 6  W m . W rig le y  Jr. C o m p a n y  .............................................  12
5 9 7  T h e  W u rlitze r C o m p a n y  ..................................................  3
5 9 8  X e ro x  C o rp oratio n  ............................................................... 12
6 0 0  Z en ith  R ad io  C o rp o r a t io n ................................................ 12

ADDED FOR 1968 EDITION
601 United Brands Company.................................................  12
6 0 2  ATI, Inc......................................................................................... 9
6 0 3  Albertson’s, Inc.......................................................................  1
6 0 5  American Building Maintenance Industries......... 10
6 0 7  The Ansul Company...........................................................  12
6 1 0  Belden Corporation.............................................................  12
611 Bobbie Brooks, Incorporated ....................................  4
6 1 2  Boise Cascade Corporation ..........................................  12
6 1 5  Clarostat Mfg. Co., Inc.......................................................  12
6 1 6  Doyle Dane Bern bach, Inc..............................................  12
6 1 7  Electric Hose & Rubber Company............................. 8
6 1 8  Food Fair, Inc..........................................................................  7
6 2 0  Getty Oil Company............................................................... 12
621 Giant Food Inc........................................................................  2
6 2 2  W. R. Grace & Co.................................................................  12
6 2 3  Granger Associates ............................................................ 8
6 2 4  Gulf & Western Industries, Inc....................................... 7
6 2 7  IPCO Hospital Supply Corporation ...........................  6
6 2 8  The LTV Corporation........................................................... 12
6 3 0  Louisville Cement Company..........................................  12
631 Marhoefer Packing Company, Inc............................... 10
6 3 2  J. Ray McDermott & Co., Inc.........................................  3
6 3 5  MWA Company ...................................................................  6
6 3 7  National Can Corporation ..............................................  12
6 3 9  Ogden Corporation .............................................................  12
6 4 0  Oxford Industries, Inc.......................................................... 5
641 The Pantasote Company .................................................  12
6 4 4  The Sperry and Hutchinson Company ...................  12
6 4 5  Standard Motor Products, Inc.......................................  12
6 4 6  Supermarkets General Corporation ..........................  1
6 4 7  Tenneco Inc..............................................................................  12
6 4 8  Triangle Pacific Corp........................................................... 12
6 4 9  United Foods, Inc.................................................................. 2
6 5 0  Whirlpool Corporation ........................................................ 12

ADDED FOR 1969 EDITION
6 5 2  Brenco, Incorporated .........................................................  12
6 5 3  Buckbee-Mears Company..............................................  12
6 5 4  Chicago Bridge & Iron Company...............................  12
6 5 6  Dana Corporation................................................................. 8

* M onth  
in w hich  

fiscal y e a r
C o. N o. end s

6 5 8  Diamond Shamrock Corporation................................. 12
6 5 9  Engelhard Minerals & Chemicals

Corporation ........................................................................ 12
6 6 0  Ethyl Corporation..................................................................  12
6 6 2  Foremost-McKesson, Inc................................................ 3
6 6 6  Homasote Company ..........................................................  12
6 6 7  International Multifoods Corporation ........................  2
6 6 8  International Telephone and Telegraph

Corporation ........................................................................  12
6 7 0  Iowa Beef Processors, Inc..............................................  10
671 Jewel Companies, Inc........................................................  1
6 7 2  Lafayette Radio Electronics Corporation ...............  6
6 7 3  La Maur Inc..............................................................................  12
6 7 4  Leslie Fay Inc..........................................................................  4
6 7 5  Malone & Hyde, Inc............................................................. 6
6 7 7  Morse Electro Products Corp.  ................................  3
6 7 9  New England Nuclear Corporation ...........................  2
6 8 0  A. C. Nielsen Company ..................................................  8
681 Occidental Petroleum Corporation............................. 12
6 8 2  Ohio Ferro-Alloys Corporation......................................  12
6 8 3  The Penn Traffic Company.............................................  1
6 8 5  Potlatch Corporation .........................................................  12
6 8 7  Russ Togs, Inc........................................................................  1
6 8 8  Seton Company.....................................................................  12
6 8 9  Simkins Industries, Inc.......................................................  9
691 Spencer Companies, Inc..................................................  5
6 9 2  Stanley Home Products, Inc...........................................  12
6 9 3  Sterling Drug Inc.................................................................... 12
6 9 4  Struthers Wells Corporation...........................................  11
6 9 5  Teledyne, Inc............................................................................ 12
6 9 8  White Consolidated Industries, Inc........................   12
6 9 9  Whittaker Corporation ........................................................ 10

ADDED FOR 1970 EDITION
701 AEL Industries, Inc................................................................ 2
7 0 2  Humana Inc............................................................................... 8
7 0 3  Hampton Industries, Inc....................................................  12
7 0 4  LaBarge, Inc............................................................................. 12
7 0 6  Lowe’s Companies, Inc.....................................................  7
7 0 7  Lykes Corporation................................................................ 12
7 0 9  Pall Corporation.....................................................................  7
7 1 0  Reeves Brothers, Inc........................................................... 6
711  Sav-A-Stop Incorporated .................................................  8
7 1 2  The Standard Register Company ..............................  12
7 1 3  Pratt-Read Corporation.....................................................  6
7 1 4  Winn-Dixie Stores, Inc........................................................  6
7 1 5  Winnebago Industries, Inc...............................................  8

ADDED FOR 1971 EDITION
7 1 8  Bowne & Co., Inc.................................................................  10
721 Empire Gas Corporation .................................................  6
7 2 3  John Fluke Mfg. Co., Inc..................................................   9
7 2 4  Gamble-Skogmo, Inc..........................................................  1
7 2 6  HON Industries Inc..............................................................  12
7 2 8  Warner Communications Inc..........................................  12
7 3 0  Scope Industries ..................................................................  6

*Months numbered in sequence, January through December
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* M onth  
in w hich  

fisca l y e a r
C o . N o . end s

ADDED FOR 1972 EDITION
7 3 3  FDI, Inc....................................................................................... 4
7 3 5  The Greyhound Corporation..........................................  12
7 3 6  Philip A. Hunt Chemical Corporation .......................  12
7 3 7  Milton Roy Company .........................................................  12
7 3 8  Northwest Industries, Inc..................................................  12
7 4 0  Tyson Foods, Inc...................................................................  9

ADDED FOR 1973 EDITION
741  Adams-Russell Co., Inc.....................................................  9
7 4 2  Bristol Products, Inc............................................................  12
7 4 3  Citation Manufacturing Company, Inc......................  6
7 4 4  Dart Drug Corporation ....................................................... 3
7 4 6  Ethan Allen, Inc.....................................................................  9
7 4 9  Levi Strauss & Co................................................................  11
751 Lynch Corporation................................................................  12
7 5 2  Mosinee Paper Corporation ..........................................  12
7 5 3  Standard Container Company......................................  9
7 5 4  Velvet-O’Donnell Corporation ........................................ 10

ADDED FOR 1974 EDITION
7 5 6  Action Industries, Inc.........................................................  6
7 5 8  Gearhart-Owen Industries, Inc......................................  1
7 5 9  Gloucester Engineering Co., Inc..................................  6
761  IC Industries, Inc.................................................................... 12
7 6 2  Knape & Vogt Manufacturing Company................  6
7 6 3  Lee Enterprises, Incorporated......................................  9
7 6 4  Lynnwear Corporation........................................................  11
7 6 6  Herman Miller, Inc................................................................. 5
7 6 7  Multi-Amp Corporation....................................................... 4
7 6 8  The Narda Microwave Corporation...........................  6
7 6 9  Rowe Furniture Corporation ..........................................  11
7 7 0  Unifi, Inc......................................................................................  6

ADDED FOR 1975 EDITION
771 Alco Standard Corporation.............................................  9
7 7 5  Pennzoil Company............................................................... 12
7 7 6  Schlumberger Limited........................................................ 12
7 7 7  Sterndent Corporation........................................................ 12

ADDED FOR 1976 EDITION
7 7 8  American Garden Products, Inc................................... 10
7 7 9  Caesars World, Inc..................  7
7 8 0  Castle & Cooke, Inc.............................................................  12
781 Combined Communications Corporation...............  12
7 8 2  Day Mines, Inc........................................................................  12
7 8 3  Den-Tal-Ez, Inc........................................................................ 12
7 8 4  Dun & Bradstreet Companies, Inc..............................  12
7 8 5  Dynamics Corporation of America ............................. 12
7 8 7  General Recreation, Inc..................................................... 12
7 8 8  Gulton Industries, Inc..........................................................  2
7 8 9  Heublein, Inc............................................................................  6
7 9 0  King Optical Corporation.................................................  12
791 J. Walter Thompson Company.....................................  12
7 9 2  United Nuclear Corporation............................................ 3

* M onth  
in w hich  

fisca l y e a r
C o . N o . end s

ADDED FOR 1977 EDITION
7 9 3  Baird-Atomic, Inc.................................................................. 9
7 9 5  Browning-Ferris Industries, Inc.....................................  9
7 9 6  Centronics Data Computer Corp.................................. 6
7 9 7  CMI Corporation....................................................................  12
7 9 8  Compugraphic Corporation............................................ 9
7 9 9  Dentsply International Inc.................................................  12
8 0 0  Duplex Products Inc............................................................  10
801  Falcon Seaboard Inc........................................................... 12
8 0 2  Fluor Corporation .................................................................  10
8 0 3  Franklin Mint Corporation ................................................ 12
8 0 4  Lenox, Incorporated ............................................................  12
8 0 5  Marriott Corporation............................................................ 7
8 0 6  The Murray Ohio Manufacturing

Company ............................................................................  12
8 0 7  Opelika Manufacturing Corporation..........................  9
8 0 8  Seligman & Latz, Inc...........................................................  10

ADDED FOR 1978 EDITION
8 0 9  Acme-Cleveland Corporation ........................................ 9
8 1 0  American Broadcasting Companies, Inc................  12
811  Beehive International.........................................................  9
8 1 2  Certified Corp........................................................................... 6
8 1 3  C o /e c o  Industries, Inc.........................................................  12
8 1 4  Commercial Metals Company......................................  8
8 1 5  Conroy, Inc................................................................................  8
8 1 6  Gould Inc....................................................................................  12
8 1 7  Johnson Products Co., Inc..............................................  8
8 1 8  Kroehler Mfg. Co...................................................................  12
8 1 9  The Marley Company.........................................................  10
8 2 0  McDonald’s Corporation..................................................  12
821  Microform Data Systems, Inc......................................... 7
8 2 2  Paccar Inc.................................................................................. 12
8 2 3  Pioneer Hi-Bred International, Inc...............................  8
8 2 4  Pneumo Corporation........................................................... 11
8 2 5  Premier Industrial Corporation......................................  5
8 2 6  Reliance Universal Inc........................................................ 11
8 2 7  Rival Manufacturing Company.....................................  12
8 2 8  Service Corporation International...............................  4
8 2 9  Stange Co..................................................................................  12
8 3 0  Supreme Equipment & Systems Corp...................... 7
831  Temtex Industries, Inc......................................................... 8
8 3 2  Waste Management, Inc...................................................  12
8 3 3  The Williams Companies..................................................  12

Com panies Included in Thirty-first Edition Not Included  
in this Edition of the Survey

10  A lan  W o o d  S te e l C o m p a n y  
5 7  A p co  O il C o rp o ratio n  
7 3  T h e  B ab co ck  & W ilco x  C o m p a n y  

111 T h e  B udd C o m p a n y  
1 2 2  T h e  C a rb o ru n d u m  C o m p a n y  
1 3 4  C h e m e tro n  C o rp oratio n  
1 5 0  G re a t W e s te rn  U n ited  C o rp oratio n  
1 6 0  C o n so lid a ted  P a c k a g in g  C o rp oratio n  
271  G ru e n  Industries , Inc.

*Months numbered in sequence, January through December
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C o . N o .

291  H o ffm an  E lec tro n ics  C o rp oratio n
3 0 6  Inm on t C o rp o ra tio n
3 3 5  Leh igh  P o rtland  C e m e n t C o m p a n y
4 1 7  O ’S u llivan  C o rp oratio n
4 5 0  P ra tt &  L am b e rt, Inc.
511 S p ra g u e  E lectric  C o m p a n y  
5 2 3  S ta n ra y  C o rp o ra tio n  
6 7 6  M o lycorp , Inc.
6 7 8  M o tt’s S u p e r M ark e ts , Inc.
6 9 7  V ic to r C o m p to m e te r C o rp oratio n  
7 1 6  A b e rd e e n  M an u fa c tu rin g  C o rp oratio n  
7 1 9  T h e  M a p le  P la in  C o m p an y , Inc.
7 3 9  S M C  Industries , Inc.
7 4 7  F  &  B /C E C O  Industries , Inc.
7 5 0  J. B. L ippincott C o m p a n y  
7 6 5  M P B  C o rp oratio n
7 7 2  C o m m o n w e a lth  O il R efin ing  C o m p a n y , Inc.
7 7 3  K a is e r Industries  C o rp oratio n
7 8 6  F ie ld s  P las tics  a n d  C h em ic a ls , Inc.
7 9 4  B ally  M an u fac tu rin g  C o rp oratio n
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Index

A C C O U N T A N T S , C H A N G E  IN , 3 9 2 , 3 9 3

A C C O U N T A N T S ’ R E P O R T , see A u d ito rs ’ R ep o rts

A C C O U N T IN G  C H A N G E S
A u dito rs ’ opin ion  q ua lified  a s  to  con s is ten cy , 3 8 6 -3 9 0
D ep rec ia tio n  m e th o d , 5 2 , 5 3 , 3 8 9
D oubtfu l a cco u n t a llo w a n c e , 51
E rro r correction , 3 2 4
G oo dw ill am o rtiza tio n , 51
Inven to ries , 1 2 7 , 1 3 0 , 3 2 0 , 3 8 8 , 3 8 9
In ves tm en t ta x  cred it, 5 3 , 3 9 0
L e a s e s , 5 2 , 1 9 7 -2 0 8 , 3 1 6 -3 1 8 , 3 8 6 , 3 8 7
P en s io n  p lan , 2 6 1 , 2 6 2
R epo rtin g  entity, 3 8 9
S a le s  returns, 3 2 0 , 321
S u ccessfu l effo rts  m eth o d , 3 1 8 , 3 1 9
T ran s la tio n  o f fo re ig n  cu rren c ies , 3 8 6 , 3 8 7
U n e a rn e d  fin a n c e  c h a rg e s , 51

A C C O U N T IN G  IN T E R P R E T A T IO N S  (A IC P A )
D iscon tin ued  o p era tio n s , 2 9 8  
E xtrao rd in ary  item s, 3 0 2  
In ves tm en t cred it, 2 8 4  
T a x e s  on undistributed  e a rn in g s , 2 8 8

A C C O U N T IN G  P O L IC IE S , 4 5 -5 0

A C C O U N T IN G  P R IN C IP L E S  B O A R D  O P IN IO N S  (A IC P A )  
N o. 8— P en s io n s , 2 5 5
N o . 10— Liquidation  p re fe re n c e  o f p re fe rred  stock, 2 1 9
N o . 11— S ta te m e n t p resen ta tio n  o f in co m e ta x e s , 2 7 8
N o . 12— A llo w a n c es  d ed u cted  from  assets , 1 2 5
N o . 12— C ap ita l c h a n g e s , 3 2 7
N o . 12— D isc losu re  o f d e p re c ia b le  a s sets , 1 4 6
N o . 12— D isc losu re  o f d ep rec ia tio n , 1 4 6
N o . 15— C ap ita l s tructures, 2 1 5
N o . 15— E arn in g s  p e r s h a re , 3 0 3
N o . 15— S to ck  d iv id end s  a n d  splits, 3 0 9
N o . 16— B u sin ess  com bin atio ns , 5 8
N o . 17— In tan g ib le  assets , 1 6 6
N o . 18— Equity m etho d  fo r investm ents , 1 5 5
N o . 19— C h a n g e s  in financia l position, 3 4 3 , 3 5 0 , 3 5 6 , 3 6 9

N o . 2 0 — A ccou nting  c h a n g e s , 51
N o . 2 1 — Im p uted  in terest, 1 6 4
N o . 2 2 — D isc losu re  of accou nting  polic ies , 4 5
N o s. 2 3  and  24— T a x e s  on  undistributed  earn in g s , 2 8 8
N o. 2 5 — C o m p e n s a to ry  p lans, 2 6 4
N o . 3 0 — D iscon tin ued  o p era tio n s , 2 9 8
N o . 3 0 — E xtrao rd in ary  item s, 3 0 2
N o. 3 0 — U n u su a l item s, 2 3 8

A C C O U N T IN G  P R IN C IP L E S  B O A R D  S T A T E M E N T S  
(A IC P A )

N o . 4— D efin ition  of e x p e n s e s , 2 4 5  
N o. 4— D efin ition  o f re v e n u e , 2 3 8

A C C O U N T IN G  R E S E A R C H  B U L L E T IN S  (A IC P A )
N o . 4 3  C h a p te r  3 A  C u rren t liabilities, 1 7 6
N o . 4 3  C h a p te r 3 A  M a rk e ta b le  securities , 111
N o . 4 3  C h a p te r 3 A  N o n cu rren t a s sets , 1 6 4
N o. 4 3  C h a p te r  4  Inven to ries , 1 2 5
N o . 4 3  C h a p te r  9 C  D e p re c ia tio n  accou nting , 271
N o. 4 3  C h a p te r 11 U .S . G o v e rn m e n t con tracts , 2 9 5
N o. 4 3  C h a p te r  13 B  S to ck  option p lan s , 2 2 6
N o . 4 5  C o nstruction  C o ntrac ts , 2 9 5
N o. 51 C o nso lid a tio n  o f sub s id iaries , 5 4

A C C O U N T IN G  S E R IE S  R E L E A S E S , see S ecu rities  a n d  
E x c h a n g e  C o m m iss io n

A C C O U N T IN G  S T A N D A R D S  E X E C U T IV E  C O M M IT T E E  
S a le  o f re c e iv a b le s  w ith  reco u rse, 1 2 0

A C C O U N T S  P A Y A B L E , s e e  L iabilities

A C C O U N T S  R E C E IV A B L E , s e e  R e c e iv a b le s

A C C U M U L A T E D  D E P R E C IA T IO N , s e e  D ep rec ia tio n

A C Q U IS IT IO N S , s e e  P o o lings o f In terests: P u rc h a se  M eth o d

A C T U A R IA L  V A L U A T IO N S , s e e  P en s io n  and  R e tire m e n t  
P lan s

A D D IT IO N A L  P A ID -IN  C A P IT A L , s e e  S to ckh o ld ers ’ Equity

A D J U S T M E N T S , P R IO R  P E R IO D , s e e  R e s ta te m e n t o f Prior 
P eriod  S ta te m e n ts

A D V E R T IS IN G  A G E N C Y  
C o n so lid a ted , 5 4

A D V A N C E S
C u rren t assets , 1 4 3 -1 4 5

A F F IL IA T E D  C O M P A N IE S , s e e  Inves tm en ts

A G R E E M E N T S , s e e  C o ntrac ts

A L L O C A T IO N  O F  IN C O M E  T A X E S , s e e  In co m e T a x e s

A N N U A L  R E P O R T S  T O  S T O C K H O L D E R S  
S E C  re q u irem en ts , 2

A S S E T S
A d justm ents , s e e  W rite -d o w n s , W rite -o ffs  
D e p re c iab le , s e e  P rop erty , P lan t, a n d  E q u ip m en t  
In tang ib le , s e e  In tang ib le  A ssets  
P led g ed , s e e  C o lla tera l

A U D IT  C O M M IT T E E , 4 7

A U D IT IN G  S T A N D A R D S  E X E C U T IV E  C O M M IT T E E  
A d d res s e e , 3 7 5  
A u dito rs ’ s tan d ard  report, 3 7 6  
C h a n g e  in accou nting  princ ip le, 3 8 6  
C o m p a ra tiv e  financia l s ta te m e n ts , 391  
D e p a rtu re s  from  s tan d ard  report, 3 7 6  
D isclosure , 4 5  
O th e r aud ito rs , 3 7 7  
Q u a lified  op in ions, 3 7 9  
R e la te d  party  tran sac tio n s, 8 8  
S p e c ia l reports, 3 9 0  
S u b s e q u e n t ev e n ts , 8 2  
U n certa in ties , 3 8 0

A
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AUDITORS’ REPORTS
Accounting changes, 386-390
Addressee, 375
Auditors’ standard report, 376
Comparative financial statements, 382, 385, 391-393
Current value financial statements, 102
General purchasing power statements, 100
Going concern qualifications, 383, 384
Other auditors, 376-379
Predecessor auditors, 392, 393
Prior period qualification removed, 391, 392
Qualified opinions, 379-390
Special report, 390, 391
Supplementary statements or schedules, 394-396 
Title of, 375 
Uncertainties, 379-386 
Updated opinion, 382, 391, 392

B

BAD DEBTS, 51, 125
BALANCE SHEET 

Form, 109 
Title, 109

BANK SUBSIDIARIES, 55, 56, 378
BONDS, see Liabilities
BONUS PAYMENTS, see Employees
BUSINESS COMBINATIONS, see Poolings of Interests; 

Purchase Method
BUSINESS DESCRIPTION, 2, 12-14 
BUSINESS SEGMENTS, see Segment Information

CAPITAL STOCK, see Stockholders Equity 
CAPITAL STRUCTURE, 215-225, 235, 236 
CAPITAL SURPLUS, see Stockholders’ Equity 
CARRYBACKS/CARRYFORWARDS, see Income Taxes 
CASH

Current assets, 109-111 
Noncurrent assets, 172

CASH FLOW, 368
CASH SURRENDER VALUE, 174
CASUALTIES, 255, 303
CHANGES IN ACCOUNTING, see Accounting Changes

CLAIMS
Contracts, 119 
Unassorted, 73

CLASSIFICATION OF COMPANIES 
Fiscal year endings, 42 
Industrial groups, 1 
Revenues, 1

COLLATERAL 
Cash, 110
Facility production, 191, 192 
Inventories, 123, 124, 196 
Investment, 84 
Property, 84, 188, 190, 192 
Receivables, 121, 123, 124, 192, 196 
Subsidiary stock, 191, 192, 196

COMMERCIAL PAPER 
Current asset, 110, 113 
Current liability, 177, 178 
Noncurrent liability, 187

COMMITMENTS
Additional payments based on future earnings of acquired 

companies, 62, 81 
Capital expenditures, 79, 80 
Employment contracts, 80, 81 
Joint venture formation, 82 
Letters of credit, 82
Loan agreement restrictions, 77, 78, 186-196, 216
Purchase agreement, 79-81, 157
Purchase option, 82
Resale of property, 199
Royalty agreement, 82
Sales agreement, 81

COMMODITY FUTURES CONTRACT, 140, 141
COMMON STOCK, see Stockholders’ Equity
COMPANIES SELECTED FOR SURVEY, 1
COMPARATIVE FINANCIAL STATEMENTS 

Auditors’ standard report, 376 
Change in fiscal period, 41-43 
More than one prior period, 394 
SEC requirement, 2, 44

COMPENSATING BALANCES, 110, 111, 176, 177, 186, 
190-196

COMPENSATION, see Employees
COMPREHENSIVE ALLOCATION, see Income Taxes
CONGLOMERATE COMPANIES, see Segment Information
CONSOLIDATION OF SUBSIDIARIES 

Consolidation policies, 54-58 
Dissimilar activities, see Banks, Finance Companies, 

Insurance Companies, Leasing Companies, Real 
Estate Companies 

Eliminations, 193 
Ownership interest changed, 244 
Reporting entity change, 389 
Sale of subsidiary, 85 
Work of other auditors, 377, 378

CONTINGENCIES, see Gain Contingencies and Loss 
Contingencies 

Definition, 64

c
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C O N T R A C T S
C o m p le te d  con trac t m e th o d , 4 8 , 2 9 5 , 2 9 8
E m p lo ym en t, 8 0 , 81
F o rw ard  e x c h a n g e , 2 9 3 , 2 9 4
G o v e rn m en t, 1 3 9 , 2 9 7 , 2 9 8
G u a ra n te e , 6 9
Inven to ry  costs, 1 3 8 -1 4 0
L icen se  fe e  a g re e m e n t, 2 4 0
P e rc e n ta g e  of com ple tion  m etho d , 1 4 2 , 1 4 3 , 2 9 5 -2 9 8
P u rc h a s e  a g re e m e n ts , 7 9 -8 1
R e c e iva b le s , 1 1 8 , 1 1 9
R en eg o tia tio n  A ct o f 1 9 5 1 , 7 0 , 7 2 , 2 9 7
R o ya lty  p ay m e n ts , 8 2
S a le s  a g re e m e n t, 81
S ecu rities  re p u rc h a s e  a g re e m e n ts , 1 1 2 , 1 1 3  
S e rv ic e , 4 6
T im in g  d iffe ren ce , 2 7 8 , 2 8 3  

C O R R E C T IO N  O F  E R R O R , 3 2 4  

C O S T  O F  G O O D S  S O L D , 2 4 5 -2 4 7  

C O S T -P L U S -F IX E D -F E E  C O N T R A C T S , see C o ntrac ts  

C O S T  R E C O V E R Y  M E T H O D , 1 6 3 , 1 6 4  

C O S T S , see E x p e n s e s

C R E D IT  A G R E E M E N T S
L o n g  term , 18 6 , 1 8 7 , 19 0 , 1 9 2 -1 9 6  
S h o r t  te rm , 1 7 6 , 1 7 7 , 1 9 0 , 1 9 3 -1 9 6  
S u b s e q u e n t ev e n t, 8 4

C U R R E N T  V A L U E  F IN A N C IA L  S T A T E M E N T S , 1 0 0 -1 0 2

D E B T , see L iabilities

D E F A L C A T IO N , 7 7

D E F E N S E  C O N T R A C T S , see C o ntrac ts

D E F E R R E D  C O M P E N S A T IO N , s e e  E m p lo y e es

D E F E R R E D  C R E D IT S
E x c e s s  o f fa ir v a lu e  o ve r cost, 2 1 3  
G a in  from  s a le  o f property , 2 1 3  
M em b e rs h ip  re v e n u e , 2 1 4  
Production  p ay m e n ts , 2 1 3  
T u ition  inco m e, 2 1 3 , 2 3 9

D E F E R R E D  IN C O M E  T A X E S  
C u rren t asset, 1 4 2  
C u rren t liability, 1 7 7 , 1 8 3 , 1 8 4  
N o n cu rren t as s et, 1 7 3  
N o n cu rren t liability, 2 0 8 , 2 0 9

D E P L E T IO N  
C o a l lands, 2 7 7
Oil and  g as  p roperty , 1 5 3 , 1 5 4 , 2 7 7  
T im b e r, 1 4 9

D E P O S IT S
C u rren t asset, 1 4 5  
N o n cu rren t liability, 2 1 3

D E P R E C IA B L E  A S S E T S , see P rop erty , P lan t and  
E q u ip m e n t

D E P R E C IA T IO N
A ccou nting  c h a n g e , 5 2 , 5 3 , 3 8 9
A cc u m u la te d , 1 4 7
D eclin ing  b a la n c e , 4 6 , 2 7 2 -2 7 4
D efin ition , 271
S tra ig h t line, 2 7 1 , 2 7 2
S u m  o f th e  y e a rs  digits, 2 7 4 -2 7 6
U nit o f production  m eth o d , 2 7 6 , 2 7 7
U n it-o f-th ro ug hp ut, 2 7 7

D E S C R IP T IO N  O F  B U S IN E S S , 1 2 -1 4  

D IF F E R E N C E S , T IM IN G , s e e  In co m e T a x e s  

D IS A B IL IT Y , see P en s ion  a n d  R e tire m e n t P lan s

D IS C  S U B S ID IA R Y , s e e  D o m estic  In tern atio na l S a le s  
C o rp oratio n  

D IS C L O S U R E
A ccou nting  polic ies, 4 5
A m ortiza tio n  o f in tang ib les , 1 6 6
C h a n g e s  in financ ia l position, 3 4 3 , 3 5 0 , 3 5 6 , 3 6 9
C h a n g e s  in s to ckh o ld er equ ity  accou nts , 3 2 7
C o m p lex  cap ita l s tructures, 2 1 5
C o nso lid a tio n  policy, 5 4
C o ntrac ts , 2 9 5
D e p re c iab le  assets , 1 4 6
D e p rec ia tio n , 1 4 6
D iscon tin ued  o pera tio n s , 2 9 8
D iv idend  d a ta , 2
E arn in g s  p er s h are , 3 0 3
F ore ig n  curren cy  e x c h a n g e , 2 9 2
Identification  o f c o m p a n y  d irectors  a n d  officers , 2
In c o m e  ta x  c o m p o n en ts , 2 7 8
Interim  financ ia l d a ta , 1 0 3
L ea s e s , 1 9 7
Liquidation  p re fe re n c e , 2 1 9  
M a rk e t price d a ta , 2  
M a rk e ta b le  securities , 111 
N o tes  to financia l s ta te m e n ts , 4 5  
P en sion  p lan , 2 5 5
R e c e iva b le s  sold w ith  reco u rse, 1 2 0  
R e la te d  party  transaction s, 8 8  
R e p la c e m e n t cost d a ta , 9 0  
S E C  re q u irem en ts , 2  
S e g m e n t info rm ation , 2 , 16
S to ck  d iv id end s  o r splits s u b s e q u e n t to  b a la n c e  sh e e t  

d ate , 3 0 9
S to ck  option a n d  p u rch a s e  p lans, 2 2 6  
U ndistribu ted  e a rn in g s , 2 8 8  
U n u su al c h a rg e  o r cred it, 2 3 8 , 2 4 5  
W o rk  of o th e r acco u n tan ts , 3 7 7  

D IS C O N T IN U E D  O P E R A T IO N S
D ispo sa l of assets , 2 4 4 , 2 5 0 , 2 5 1 , 2 5 3  
P lan  of liqu idation , 3 9 0 , 391  
P lan t c losing  costs, 18 5 , 211  
P rod uct lines, 2 4 4 , 2 5 0 , 2 5 1 , 2 5 3  
S e g m e n ts  o f bus iness , 2 9 8 -3 0 1
S ta te m e n t o f c h a n g e s  in financia l position, 3 4 9 , 3 5 3 , 3 5 4 ,  

3 7 4
S u b s e q u e n t e v e n t, 8 6  
U n certa in ty , 3 8 5

D IV E R S IF IE D  C O M P A N IE S , see S e g m e n t Inform ation

D
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DIVIDENDS
Cash, 309-314, 325
Pooled company, 315, 321, 322, 332
Restrictions, 77, 78, 186, 188, 190, 191, 194, 196, 216
SEC data requirement, 2, 15
Statement of changes in financial position, 359, 362
Stock, 309, 312-315

DOLLARS IN THOUSANDS OR MILLIONS, 44
DOMESTIC INTERNATIONAL SALES CORPORATION 

Estimate change, 290 
Taxes accrued, 46, 48, 70, 280, 284 
Taxes not accrued, 281-290

DOUBTFUL ACCOUNTS, 51, 125

EXPENSES, 245-255
Casualty losses, 255, 303 
Cost of goods sold, 245-247 
Definition, 245
Discontinued operations, see Discontinued Operations
Engineering, 248
Excise tax, 251
Extraordinary items, 302, 303
Flood loss, 255, 303
Interest, 248, 249
Litigation settlement, 253, 254
Marketing, 249
Nonproductive acreage costs, 250 
Promotional, 141, 174, 249 
Proxy contest, 252, 253 
Relocation, 253
Research and development, 250
Sales agreement, 81
Strike, 254
Tender offer, 254
Unusual events, 244, 253, 254
Write-downs, 244, 252-254
Write-offs, 251, 254

EXPLORATION COSTS
Successful efforts method, 318, 319

EXTRAORDINARY ITEMS, 302, 303
Statement of changes in financial position, 354, 355, 359, 

361

EARNED SURPLUS, see Retained Earnings
EARNINGS PER SHARE 

Dual presentation, 305-308 
Primary amount only, 304, 305

EMPLOYEES
Bonus plans, 229, 268, 269
Deferred compensation, 210, 236, 269, 270
Employee stock ownership plan, 234
Employment contracts, 80, 81
Incentive compensation, 211, 231, 265, 266
Issuance of stock, 331-335
Liability accruals, 179, 180, 210, 211
Pension plans, see Pension and Retirement Plans
Profit sharing plans, 266, 267
Savings plans, 270, 333
Severance pay, 211
Stock appreciation units, 227, 231
Stock compensation plans, 226, 231, 267, 268
Stock option plans, 49, 226-232, 334
Stock purchase plans, 210, 228, 230, 232, 233
Tandem appreciation plan, 49
Tax Reduction Act Stock Ownership Plan, 285-287

ENGINEERING DRAWINGS, 169 
ENVIRONMENT

Compliance with environmental standards, 72, 73, 251 
Pollution control bonds, 186 
Pollution control funds, 78-80, 172

ERRORS, CORRECTION OF, 324 
ESTIMATE CHANGES, 51, 290 
EXCESS OF COST OVER FAIR VALUE, 166-168 
EXCESS OF FAIR VALUE OVER COST, 213 
EXCISE TAXES, 251

FACTORING
Receivables, 124

FEES
Finance company, 240 
Franchise, 239 
Legal, 169, 170 
License, 239, 240 
Membership, 214

FIFO, see Inventories
FIFTY PERCENT OWNED COMPANIES 

Investee, 155-158
FILMS, 135, 145
FINANCE COMPANIES

Auditors’ report expresses opinion on financial 
statements, 394, 395 

Investee, 56, 159 
Revenue, 240

FINANCIAL ACCOUNTING STANDARDS BOARD 
STATEMENTS

No. 2—Research and development costs, 171 
No. 5— Definition of contingencies, 64 
No. 8— Foreign currency translation, 291 
No. 12—Marketable equity securities, 111 
No. 13— Leases, 51, 197 
No. 14— Segment reporting, 2, 16 
No. 16— Prior period adjustments, 315 
No. 21—Nonpublic enterprises, 16
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F IN A N C IA L  H IG H L IG H T S
A u d ito rs ’ report e x p re s s e s  o p in ion , 3 9 5

F IN A N C IA L  S T A T E M E N T S  
C o m b in e d , 3 9 4  
C o m p a ra tiv e , 4 4  
C u rren t va lu e , 1 0 0 -1 0 2  
G e n e ra l purch as ing  p o w er, 9 8 -1 0 0  
L iquidation  b asis , 3 9 0 , 391  
N o te s , 4 5  
P e n s io n  trust, 2 6 2  
R o un d in g  of am o u n ts , 4 4

F IR S T - IN , F IR S T -O U T , see Inven to ries

F IS C A L  P E R IO D S
A p p e n d ix  o f 6 0 0  c o m p a n ie s , 3 9 7  
B u sin ess  com bin atio ns , 5 8 -6 1 , 3 2 1 , 3 2 2  
C h a n g e  in, 4 1 -4 3  
D efin ition , 4 3 , 4 4  
M on th s , 41
N a tu ra l b u s iness  y e a r, 41 

F IV E  Y E A R  S U M M A R Y  O F  O P E R A T IO N S , 2 -5  

F IX E D  A S S E T S , s e e  P rop erty , P lan t, a n d  E q u ip m e n t

F L O W  O F  F U N D S  A N A L Y S IS , s e e  S ta te m e n t o f C h a n g e s  in 
F in an c ia l Position

F L O O D  L O S S , 2 5 5 , 3 0 3  

F O O T N O T E S , 4 5  

F O R E IG N  O P E R A T IO N S
A u d ito rs ’ report e x p re s s e s  opin ion  on  s e p a ra te  financia l 

s ta te m e n ts  o f n on co n so lid a ted  fo re ig n  sub s id iaries , 
3 9 4

C o nso lid a tio n  polic ies, 5 4 -5 8
H e d g in g  to m in im ize  fo re ig n  e x c h a n g e  fluc tuations, 2 9 3 , 

2 9 4
In ves tm en ts , 1 5 6 , 1 6 3 , 1 6 4  
J a p a n , 1 6 3 , 1 6 4  
L IF O  ad o p te d , 1 3 0
S e g m e n t in fo rm ation , 16 , 19 , 2 2 , 2 6 , 3 1 -3 7
T ra n s la tio n , 2 9 1 -2 9 4 , 3 8 7 , 3 8 8
U n ited  K in gd om  in co m e ta x e s , 2 1 1 , 281

F R A N C H IS E  
F e e s , 2 3 9
In tang ib le  A sse t, 1 7 0

F U N D S  S E G R E G A T E D  F O R  D E S IG N A T E D  P U R P O S E S ,  
1 7 2

F U N D S  S T A T E M E N T S , see S ta te m e n t o f C h a n g e s  in 
F in anc ia l Position

G A IN  C O N T IN G E N C IE S  
C a rry fo r wards, 7 4 , 7 5  
L itigation , 7 6 , 7 7 , 3 8 1 , 3 8 5

G A IN S , s e e  R e v e n u e

G E N E R A L  P U R C H A S IN G  P O W E R  S T A T E M E N T S , 9 8 -1 0 0  

G L O S S A R Y  O F  A C C O U N T IN G  T E R M S , 5 0 , 51 

G O IN G  C O N C E R N  B A S IS , 3 8 3 , 3 8 4

G O O D W IL L
A ccou nting  c h a n g e , 51
B a la n c e  s h e e t p re s e n ta tio n , 1 6 6 -1 6 8
P u rc h a s e  m e th o d , 6 2 -6 4

G R O U P  A N N U IT Y  P L A N , s e e  P en s io n  a n d  R e tire m e n t  
P lan s

G U A R A N T E E S  A N D  W A R R A N T IE S  
C o n trac ts , 6 9  
D eb t, 6 8 , 6 9  
E S O T  loan , 2 3 4  
L e a s e s , 7 0
P a te n t p u rch a s e  price , 1 7 0  
P en s io n  b en efits , 6 8 , 6 9 , 2 5 8 , 2 5 9  
P roduct, 1 8 3 , 211  
R e v e n u e s , 6 9

H

H E D G IN G
C o m m o d ities , 1 4 0 , 141  
F o re ig n  e x c h a n g e , 2 9 3 , 2 9 4

H IS T O R IC A L  S U M M A R IE S  O F  F IN A N C IA L  D A T A  
A u d ito rs ’ rep ort e x p re s s e s  o p in ion , 3 9 5 , 3 9 6

IN C E N T IV E  C O M P E N S A T IO N , s e e  E m p lo y e es  

IN C O M E , s e e  R e v e n u e

IN C O M E  P E R  S H A R E , s e e  E arn in g s  P e r  S h a re

IN C O M E  S T A T E M E N T  
F o rm , 2 3 7
S e g m e n t in fo rm ation  p resen ta tio n , 2 8  
T itle , 2 3 7

IN C O M E  T A X E S
A ss e s sm e n ts , 7 0 , 7 1 , 2 1 0 , 3 8 5  
C a rry b a c k s /C a rry fo rw a rd s , 7 4 , 7 5 , 3 0 2 , 3 0 3  
C o n so lid a ted  returns, 2 7 9 , 2 8 2  
D e fe rre d  in co m e tax e s , s e e  D e fe rre d  In c o m e  T a x e s  
In c o m e  s ta te m e n t p resen ta tio n , 2 7 8 -2 8 4  
In ves tm en t cred it, s e e  In v e s tm e n t C red it 
P u erto  R ico , 281  
R efu n d  c la im s, 7 6 , 1 1 5 , 1 1 6
T a x  b en efit re la ted  to  e m p lo y e e  b en e fit p lans, 3 3 1 , 3 3 3 , 

3 3 8
U n d istribu ted  earn in g s , s e e  U n dis tribu ted  E arn in g s  
U n ited  K ingdom , 2 1 1 , 281

IN D E B T E D N E S S , s e e  L iabilities  

IN D U S T R IA L  R E V E N U E  B O N D S , 191

IN D U S T R Y  C L A S S IF IC A T IO N
C lassificatio n  of c o m p a n ie s  in su rvey , 1 
L IF O  inven to ries , 1 2 7

G
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INDUSTRY PRACTICE
Installment receivables, 118
Liquor inventories, 134, 137
Long term contracts, 138, 139, 143, 295
Sales with right to return, 135
Tobacco inventories, 134

INFLATION
Current values, 100-102 
Price level data, 98-100 
Replacement cost data, 51, 90-98

INSTALLATION COSTS, 271
INSTALLMENT METHOD, 213
INSTALLMENT RECEIVABLES, see Receivables
INSURANCE

Cash surrender value, 174 
Proceeds, 303

INSURANCE COMPANIES 
Consolidated, 211 
Investee, 55, 56 
Separate auditors’ report, 395

INSURED PENSION PLANS, see Pension and Retirement 
Plans

INTANGIBLE ASSETS
Engineering drawings, 169 
Franchise costs, 170 
Goodwill, 166-168 
Leasehold rights, 171 
Licenses, 168, 169, 171 
Patents, 168-170 
Trademarks, 169

INTEREST
Capitalized, 249 
Expense, 248, 249 
Imputed, 165, 188-190 
Interest method amortization, 189 
Revenue, 241

INTERESTS, POOLING OF, see Poolings of Interests
INTERIM PERIODS

Quarterly financial data, 103-108
INTERPERIOD TAX ALLOCATION, see Income Taxes
INVENTORIES

Average cost, 133-136
Commitment, 79-81
FIFO, 125, 126
Films, 135
Hedging, 140, 141
Industry groups using LIFO, 127
LIFO, 125, 127-133
LIFO adopted or extended, 127, 130
LIFO discontinued, 320
Market basis, 140, 141
Production cost, 137-140
Repurchased, 247
Retail method, 137
Standard cost, 136, 137
Tobacco, 134
Uncertainty as to realization, 383

INVESTIGATIONS 
Business activities, 67 
Business combination, 63 
Income taxes, 70 
Pricing policy, 65, 74

INVESTMENT TAX CREDIT 
Accounting change, 53 
Carryforward, 74, 75, 279 
Methods, 278, 284-287 
Reclassified, 208
Tax Reduction Act Stock Ownership Plan, 285-287

INVESTMENTS
Control is temporary, 57, 58 
Cost method, 57, 161 
Cost recovery method, 163, 164 
Equity method, 49, 155-160, 301 
Finance subsidiaries, 56, 159 
Insurance subsidiaries, 55, 56 
Leasing subsidiaries, 56 
Lower of cost or market, 161-163 
Marketable securities, see Marketable Securities 
Real estate subsidiaries, 56, 57, 159 
Statement of changes in financial position, 346, 349, 362, 

365, 366, 371 
Subsequent event, 87 
Work of other auditors, 377, 378

JOINT VENTURES
Commitment to establish, 82 
Formation, 87 
Terminated, 366

LAND DEVELOPMENT, see Real Estate Companies 
LAST-IN, FIRST-OUT, see Inventories 
LAWSUITS, see Litigation 
LEASES

Accounting change, 52, 197-208, 316-318, 386, 387
Guarantee, 70
Leasehold rights, 171
Lessee, 197-208
Lessor, 242, 243
Leveraged, 285
Short term, 146
Statement of changes in financial position, 344, 351, 367, 

372

J
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L E A S IN G  C O M P A N IE S
A u dito rs ’ rep ort e x p re s s e s  opin ion  on  financia l 

s ta te m e n ts , 3 9 4  
In v e s tee , 5 6

L E T T E R S  O F  C R E D IT , 6 9 , 8 2 , 1 9 4

L IA B IL IT IE S
A s s ig n m e n t o f d eb t, 7 8  
C u rren t, 1 7 6 -1 8 5  
D e b t e x c h a n g e d  fo r stock, 3 3 5  
D e b t restructuring  p lan , 3 8 4  
E m p lo y e es , 1 7 9 , 1 8 0 , 2 1 0 , 211  
G u a ra n te e s , 6 8 , 6 9  
Long term  d eb t, 1 8 5 -1 9 3  
N o ncu rren t, 2 0 9 -2 1 3  
R eclass ified , 1 8 8
R estric tions im p o sed  by loan  a g re e m e n ts , 7 7 , 7 8  
S u b s e q u e n t e v e n t, 8 4

L IC E N S E S  
F e e s , 2 3 9
In tan g ib le  as s et, 1 6 8 , 1 6 9 , 171  

L IF O , s e e  Inven to ries  

L IN E  O F  C R E D IT , see C red it A g re e m e n ts  

L IQ U ID A T IO N
Liquidation  p re fe re n c e , 2 1 6 -2 1 8 , 2 2 1 , 2 2 2  
P lan  o f liqu idation , 3 9 0 , 391

L IT IG A T IO N
A u dito rs ’ report q ua lified , 3 8 0 -3 8 2 , 3 8 5  
C o n tin g en c ies , 6 4 -6 9 , 7 6 , 7 7  
L eg a l fee s , 1 6 9 , 1 7 0  
S e ttlem en ts , 2 5 3 , 2 5 4  
S u b s e q u e n t e v e n t, 6 5 , 6 9 , 8 5

L O A N S , see L iabilities

L O S S  C A R R Y B A C K S , s e e  In c o m e  T a x e s

L O S S  C A R R Y F O R W A R D S , s e e  In co m e T a x e s

L O S S  C O N T IN G E N C IE S
C o m p lia n c e  w ith  en v iro n m en ta l s tan d ard s , 7 2 , 7 3  
G u a ra n te e s , 6 8 -7 0  
Investiga tio ns , 6 3 , 6 5 , 6 7 , 7 0 , 7 4  
Litigation, 6 4 -6 9
Q u an tity  p u rch a s e  d iscount a g re e m e n t, 7 3  
R e c e iva b le s  sold  w ith  reco u rse, 7 1 , 1 2 0 -1 2 3  
R en e g o tia tio n  p ro ceed in g s , 7 0 , 7 2 , 2 9 7  
S trike , 7 3
T a x  a s s es s m e n ts , 7 0 , 71 
U n as s e rte d  c la im s, 7 3

L O S S E S , s e e  E x p e n s e s

M A R K E T A B L E  S E C U R IT IE S  
C u rren t assets , 1 1 1 -1 1 4  
N o n cu rren t a s set, 1 6 0 -1 6 3  
S a le , 2 4 4

M E M B E R S H IP  F E E S , 2 1 4

M E R G E R S , s e e  P o olings o f In terests; P u rc h a s e  M eth o d  

M IL L IO N S , A M O U N T S  T O  N E A R E S T , 4 4

M IN O R IT Y  IN T E R E S T S  
B a la n c e  sh e e t, 2 0 9 , 2 1 0  
In c o m e  s ta te m e n t, 2 5 0 , 301

M O R T G A G E  P A Y A B L E , s e e  L iabilities  

M O V IN G  C O S T S , 2 5 3

N

N A T U R A L  B U S IN E S S  Y E A R , s e e  F iscal P eriod s  

N O N C A N C E L A B L E  L E A S E S , s e e  L ea s e s  

N O T E S  P A Y A B L E , s e e  L iabilities  

N O T E S  R E C E IV A B L E , s e e  R e c e iva b le s  

N O T E S  T O  F IN A N C IA L  S T A T E M E N T S , 4 5

O B L IG A T IO N S , s e e  Liabilities

O IL  A N D  G A S  P R O D U C T IO N  C O M P A N IE S  
N o np ro d u ctive  a c re a g e  costs, 2 5 0  
Production  p ay m e n ts , 2 1 3  
S u ccessfu l efforts  m e th o d , 15 3 , 3 1 8 , 3 1 9

O P E R A T IO N S
F o reig n , s e e  F ore ig n  O p e ra tio n s  
M a n a g e m e n t ana lys is , 2 , 5 -1 2  
S u m m a ry  of, 2 -5

O P IN IO N S , s e e  A u d ito rs ’ R ep o rts

O P IN IO N S , A P B , s e e  A ccou nting  P rinc ip les  B oard  O p in ion s  

O P T IO N S
P u rc h a s e  o f m inority  in terest, 8 2  
S tock, 4 9 , 2 2 6 -2 3 2 , 3 3 4

M

M A N A G E M E N T  A N A L Y S IS  O F  S U M M A R Y  O F  
O P E R A T IO N S , 2 , 5 -1 2

M A R K E T  P R IC E  D A T A , 2 , 15

P A ID -IN  C A P IT A L , s e e  S to ckh o ld ers ’ E quity  

P A T E N T S , 1 6 8 -1 7 0  

P A Y A B L E S , s e e  L iabilities
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PENSION AND RETIREMENT PLANS 
Accounting change, 261, 262 
Adopted, 263 
Amended, 261, 262 
Costs, 255-264 
Funding deficiency, 261 
Funding excess, 261, 262 
Guarantees, 68, 69, 258, 259 
Separate auditors’ report, 396 
Statement of changes in assets, 262 
Supplemental payments to retired employees, 264 
Termination, 185, 263 
Union sponsored, 257, 258, 260

PERFORMANCE SHARE PLAN, see Employees 
PLANT, see Property, Plant and Equipment 
PLEDGED ASSETS, see Collateral 
POLLUTION, see Environment
POOLINGS OF INTERESTS

Business combinations, 58-61, 321-323
Subsequent event, 83
Work of other auditors, 378, 379

POST BALANCE SHEET DISCLOSURES, see Subsequent 
Events

PREFERRED STOCK, see Stockholders’ Equity 
PREPAID EXPENSES, 141, 142 
PRICE LEVEL INFORMATION, 98-100 
PRIOR PERIOD

Adjustment of prior period amounts, 253 
Prior period adjustments, 324

PRO FORMA FINANCIAL DATA 
Accounting change, 53 
Purchase method, 62-64, 83 
Subsequent events, 78

PRODUCTION PAYMENT, 213 
PROFIT SHARING, see Employees 
PROMOTIONAL COSTS, 141, 174, 249
PROPERTY, PLANT AND EQUIPMENT, 146-154 

Capitalized leases, 152 
Commitments, 79, 80 
Depreciation, see Depreciation 
Dispositions, 243, 244, 250, 251 
Held for sale, 144, 173, 174 
Idle facilities, 151, 152 
Installation costs, 271 
Segregated funds, 172
Statement of changes in financial position, 357 

PROXY CONTEST COST, 252, 253
PUERTO RICO 

Income taxes, 281 
Write-down, 252

PURCHASE DISCOUNTS, 73
PURCHASE COMMITMENTS, see Commitments
PURCHASE METHOD

Additional shares issued, 339
Business combinations, 62-64
Contingent consideration, 62, 81
Statement of changes in financial position, 363, 364
Subsequent event, 83

Q

QUALIFIED OPINIONS—CONSISTENCY 
LIFO, 388, 389 
Prior year change, 390 
Reporting entity, 389
Translation of foreign currencies, 386, 387

QUALIFIED OPINIONS— UNCERTAINTIES 
Debt restructuring plan, 384 
Discontinued operations, 385 
Going concern, 383, 384 
Income taxes, 385 
Litigation, 380-382, 385 
Valuation or realization of assets, 383

QUARTERLY FINANCIAL INFORMATION, 103-108

REAL ESTATE COMPANIES 
Consolidated, 54 
Investee, 56, 57, 159 
Revenue, 240

REARRANGEMENT OF FACILITIES, 253
RECEIVABLES 

Current, 115-124 
Doubtful accounts, 51, 125 
Factor agreement, 124 
Noncurrent, 164 
Pledged, 121, 123, 124 
Sold without recourse, 122, 123 
Sold with recourse, 71, 72, 120-123 
Uncertainty as to realization, 383

RECLASSIFICATIONS 
Debt, 188 
Income taxes, 281 
Investment tax credit, 208 
Liability, 212

REFERENCE TO OTHER AUDITORS, 376-379
REINCORPORATION, 337
RELATED PARTY TRANSACTIONS, 88, 89, 212, 252
RELOCATION COSTS, 253
RENEGOTIATION

Renegotiation Act of 1951, 70, 72, 297
REPLACEMENT COST, 51, 90-98
REPURCHASE AGREEMENTS, 112, 113
RESERVES

Use of term, 214
RESTATEMENT OF PRIOR PERIOD STATEMENTS 

Change in accounting principles, 316-321 
Correction of errors, 324 
Poolings of interests, 321-323

RESTRICTIONS, 77, 78, 186, 188, 190, 191, 194, 196, 216
RESTRUCTURING OF DEBT, 384

R
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RETAIL LAND SALES, see Real Estate Companies 
RETAINED EARNINGS

Adjustments to opening balance, see Restatement of 
Prior Period Statements 

Balance sheet title, 215-225, 235, 236 
Dated, 225
Dividends, see Dividends 
Spin-off, 326, 327 
Statement of changes, 309 
Treasury stock transactions, 324-326

RETIREMENT BENEFITS, see Pension and Retirement 
Plans

REVENUE, 238-245
Adjustment of prior period amounts, 253 
Contracts, 295-298 
Credit sales, 51, 118, 244 
Deferred, see Deferred Credits 
Definition, 238
Discontinued operations, see Discontinued operations
Export sales, 16, 26, 37-39
Extraordinary items, 302, 303
Guarantee, 69
Interest, 241
Lessor, 242, 243
License agreement, 240
Mail order sales, 141
Membership fees, 214
Receivables sold with recourse, 120
Revenue of survey companies, 1
Royalties, 240
Sale of assets, 243, 244
Sales captions, 238-240
Sales returns, 320, 321
Sales to major customers, 16, 39-41
Sales with right to return, 135
Salvage jobs, 145
Service contracts, 46
Services, 239
Television licensing agreements, 135
Tuition, 213, 214, 239
Unusual events or transactions, 244, 253

REVOLVING CREDIT AGREEMENTS, see Credit 
Agreements

RIGHTS
Film broadcasts, 145 
Franchise, 170 
Leasehold, 171

RISK, 211, 212
ROUNDING OF AMOUNTS, 44
ROYALTIES

Income, 240-242 
Prepaid, 175

SALE-AND-LEASEBACK, see Leases
SALES, see Revenues
SALVAGE JOBS IN PROCESS, 145
SAVINGS PLANS, see Employees
SECURITIES, see Investments; Marketable Securities
SECURITIES AND EXCHANGE COMMISSION 

Annual reports to stockholders, 2 
Cash flow, 368
Comparative financial statements, 2, 44 
Finance-related operations, 54 
Income tax expense, 278 
Long term contracts, 295 
Notes to financial statements, 45 
Quarterly financial data, 103 
Replacement cost data, 90 
Segment information, 2

SEGMENT INFORMATION 
Export sales, 16, 26, 37-39 
Foreign operations, 16, 19, 22, 26, 31-37 
Industry segments, 16-41 
Major customers, 16, 39-41

SERVICE REVENUE, 239 
SEVERANCE PAY, 211 
SHORT-TERM DEBT, see Liabilities 
SHUT DOWN, see Discontinued Operations
SOURCE AND USE OF WORKING CAPITAL, see 

Statement of Changes in Financial Position
SPECIAL ITEMS, see Extraordinary Items 
SPIN-OFFS, 326, 327, 365 
STANDARD COST, see Inventories 
STANDARDS OF REPORTING, see Auditors’ Reports 
START-UP COSTS, 175
STATEMENT OF CHANGES IN FINANCIAL POSITION 

Business combination, 363, 364 
Changes in working capital elements, 347, 369-374 
Common stock, 360, 361, 368 
Cumulative effect of accounting change, 356 
Debt, 357-359, 364
Discontinued operations, 349, 353, 354, 374
Dividends, 359, 362
Extraordinary items, 354, 355, 359, 361
Form, 343-374
Investment tax credit, 367
Investments, 346, 349, 362, 365, 366, 371
Leases, 344, 351, 367, 372
Operating Losses, 347, 352
Property, 357
Spin-off, 365
Tax benefits related to stock options, 355, 372 
Title, 343

s
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STATEMENT OF FINANCIAL POSITION, see Balance 
Sheet

STATEMENT OF INCOME, see Income Statement
STATEMENT ON AUDITING STANDARDS, see Auditing 

Standards Executive Committee
STOCK APPRECIATION RIGHTS, 227, 231
STOCK COMPENSATION PLANS, see Employees
STOCK DIVIDENDS, 309, 312-315
STOCK OPTION AND STOCK PURCHASE PLANS 

Employee stock ownership plans, 234 
Stock option plans, 49, 86, 226-232, 334 
Stock purchase plans, 210, 228, 230, 232, 233 
Tax benefits, 334, 335, 338

STOCK SPLITS, 328-331
STOCKHOLDERS’ EQUITY 

Additional paid-in capital, 327 
Balance sheet title, 215 
Capital structures, 215-225, 235, 236 
Common stock, 215-225, 235, 236 
Conversions of debt, 335 
Conversions of preferred stock, 336 
Employee benefit plan issuances, 331-335 
Par value reduced, 342 
Preferred stock, 216-222, 235, 236 
Private offering, 340, 341 
Public offering, 339, 340 
Purchase adjustment, 339 
Retained earnings—see Retained Earnings 
Statement of changes, 327 
Stock splits, 328-331
Tax benefits related to stock options, 334, 335, 338
Tender offer, 324, 325
Treasury stock—see Treasury Stock

STRIKE
Contingency, 73 
Expense, 254

SUBSEQUENT EVENTS, 82-87 
Business combinations, 83 
Investment, 87 
Joint venture formation, 87 
Litigation, 65, 69, 85 
Offer to purchase stock, 84 
Sale of assets, 85, 86 
Stock dividend, 86 
Stock option plan adopted, 86, 231 
Stock splits, 86

SUCCESSFUL EFFORTS METHOD, 153, 318, 319
SUMMARY OF OPERATIONS, 2-5

TIMING DIFFERENCES, see Income Taxes 
TOOLING COSTS, 175 
TRADE PRACTICES, see Industry Practices 
TRADEMARKS, 169
TRANSLATION OF FOREIGN CURRENCIES, 291-294 

Accounting change, 387, 388 
Hedging, 293, 294

TREASURY STOCK
Balance sheet presentation, 215-225, 234-236 
Issued, 325, 331, 332 
Purchased, 324-326 
Retired, 324, 326, 337

TUITION INCOME, 213, 214, 239

U

UNASSERTED CLAIMS, 73 
UNAUDITED DATA

Business combinations, 58-64, 322, 323 
Quarterly financial data, 103-108 
Replacement cost data, 90-98 
Subsequent event, 83

UNBILLED COSTS, 142-144
UNCERTAINTIES, see Gain Contingencies, Loss 

Contingencies, and Qualified Opinions
UNCOLLECTIBLE ACCOUNTS, 51, 125 
UNCONSOLIDATED SUBSIDIARIES, see Investments
UNDISTRIBUTED EARNINGS 

Estimate change, 290 
Taxes accrued, 50, 280, 284, 288, 289 
Taxes not accrued, 279-290

UNEARNED FINANCE CHARGES, 51
UNITED KINGDOM TAXES, 211, 281
UNUSUAL GAINS AND LOSSES, 238, 244, 253, 254

w

WARRANTIES, see Guarantees and Warranties 
WORKING CAPITAL

Changes in working capital elements, 347, 369-374 
WRITE-DOWNS, 244, 252-254 
WRITE-OFFS, 251, 254

TAX REDUCTION ACT STOCK OWNERSHIP PLAN, 
285-287

TENDER OFFER, 254, 324, 325 
THOUSANDS, AMOUNTS TO NEAREST, 44 YEAR ENDINGS, see Fiscal Periods

T
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