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PREFACE
s

Accounting Trends & Techniques—1980, Thirty-fourth Edition, is a compilation of data obtained by a
survey of 600 annual reports to stockholders undertaken for the purpose of analyzing the accounting
information disclosed in such reports. The annual reports surveyed were those of selected industrial and
merchandising companies for fiscal periods ending between February 23, 1979 and February 3, 1980.

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. 365 of the
.companies were listed in the twenty-first (1967) edition and each retained the number assigned in that
edition. The other 235 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 888 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 American Institute of Certified Public Accountants has established the National Automated
Accounting Research System (NAARS) as an additional means of information retrieval. NAARS includes a
computerized data bank consisting of the full text of several thousand company annual reports to stock-
holders supplemented by a literature file of authoritative pronouncements. Information may be retrieved
through individual computer terminal subscription or by requesting Institute personnel to perform searches
on an AICPA terminal. For further information concerning NAARS, contact Hortense Goodman, American
Institute of Certified Public Accountants, 1211 Avenue of the Americas, New York, NY 10036. Telephone
(212) 575-6393.

Special acknowledgement is due to J. Richard Chaplin, CPA; Gregory Frydman, CPA; William A.
Godia, CPA; Phyllis C. Johnson, CPA; 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

Foods:
Meat products ............
Dairy products ............
Canning, efc...............
Packaged and bulk .......
Baking .........oeeuennnnnn.
Sugar, confections, efc...
Beverages ....................
Tobacco products ............
Textiles......cccvervenennann.
Paper products...............
Printing, publishing..........
Chemicals.....................
Drugs, cosmetics, efc. ......
Petroleum ....................
Rubber products, efc. .......
Shoes - manufacturing, mer-
chandising, efc. ...........
Building:
Cement ......ccvunvnnnnnn.

Steel and Iron................
Metal - nonferrous ..........
Metal fabricating ............
Machinery, equipment and
supplies...........oeeeeee.
Electrical equipment,
appliances .................
Electrical, electronic
equipment .................
Business equipment and
supplies................e...
Containers - metal, glass,
efC. ciiiiiiiiiiiiiiia
Autos and trucks (including
parts, accessories) .......
Aircraft and equipment,
QErOSPACE .....ovuerenenns
Railway equipment, ship-
building, efc...............
Controls, instruments, medi-
cal equipment, watches
and clocks, etc............
Merchandising:
Department stores ........
Mail order stores, variety
StOres ........coeuuenennns

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

Widely diversified, or not
otherwise classified ......

Total Companies..............
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Section 1: General
|

THIS SECTION OF THE SURVEY is concerned with gen-
eral information about the 600 companies selected for the
survey and with certain accounting information usually dis-
closed in notes accompanying the basic financial statements.

COMPANIES SELECTED FOR SURVEY

All 600 companies included in the survey are registered
with the Securities and Exchange Commission and are re-
ported in either Moody's Industrial Manual or Moody’s OTC
Industrial Manual. Ninety percent of the survey companies
have securities traded on one of the major stock
exchanges—80% on the New York and 10% 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

1979 1978 1977 1976

Less than $100,000,000 ... A] 90 101 106
Between $100,000,000 and

$500,000,000............ 129 139 153 159
Between $500,000,000 and

$1,000,000,000 ......... 98 100 96 97
Between $1,000,000,000

and $2,000,000,000 .... 115 110 110 13
More than $2,000,000,000 187 161 140 125

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




2 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:

“certified” comparative financial statements

. a 5 year summary of operations

. @ management’s analysis of the summary of operations

. a brief description of the company’s business

. a 5 year line of business breakdown

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

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

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.

N ouhAwN=

Examples of items 2, 3, 4, and 7 follow. Examples of busi-
ness segment disclosures are presented on pages 16-39.

Five Year Summary of Operations

AMERICAN BROADCASTING COMPANIES, INC. (DEC)

Consolidated Summary of Operations (dollars in
thousands, except per share amounts)

1979 1978 1977 1976 1975

Revenues™ (1).....c.ccuvirriiiiiiiiiiiniieiini e ieeen, $2,053,570 $1,783,985 $1,535,667 $1,269,795 $981,747
Expenses™
Operating expenses and cost of sales ......................... 1,312,500 1,138,383 995,354 862,190 730,613
Selling, general and administrative .....................ccce..es 379,941 339,188 282,238 236,339 199,680
Depreciation and amortization of property and equipment ... 23,897 18,367 15,208 13,696 12,871
INTErESt ..eeiiii i 17,815 16,857 16,050 15,756 12,131
TOMal @XPENSES...c.ueveereirnirniiiineeneiieiieeieenaainerannas 1,734,153 1,512,795 1,308,850 1,127,981 955,295
Earnings before income taxes™ ..............ccvvveniiiiinennnn. 319,517 271,190 226,817 141,814 26,452
Provision for income taxes ...........ccoevueerivieenrenennnn, 160,107 143,680 119,853 73,822 14,354
BOrNings™ ...ouvieiniiiii e 159,310 127,510 106,964 67,992 12,098
Discontinued operations:
Earnings from operations of discontinued theatre division, net

of income taxes (2) ......ccuvvviiieinieieiieeeiiieenennnn, — 2,49 2,831 3,755 4,998
Gain from disposal of theatre division net of income taxes of

$5,056 e s — 5,574 — — —
Earnings from discontinued operations......................... — 8,065 2,831 3,755 4,998
Net @arnings ........oeeevvniiiiiiriiiieeiiniireerenenreeenanns $ 159,310 $ 135,575 $ 109,795 $ 71,747 $ 17,096
Earnings per common and common equivalent share:
Continuing OPerations ............cc.veveeeiiienineenanenenanns $ 5.67 $ 4.60 $ 3.92 $ 2.56 $ .47
Discontinued operations ..............ccoveiiiieneneineneinennen. — .29 1N .14 .19
Net earnings per share.............c.cooeiiiiiiiiiiinenn.. $ 5.67 $ 4.89 $ 4.03 $ 2.70 $ .66
Average common and common equivalent shares (in

thousaNdS)......vueuveniiieirie e 28,080 27,700 27,266 26,544 25,853
(1) Revenues of discontinued operations excluded above.... $ — $ 66,839 $ 81,205 $ 72,386 $ 82,901
(2) Income taxes on eamings of discontinued operations .... $ — $ 1,688 $ 2,012 $ 3,332 $ 4,272

*From continuing operations



Information Required By SEC Regulations

THE ARUNDEL CORPORATION (DEC)

Consolidated Summary of Operations

Net Sales and Revenues
Construction Materials Division ...........cccveevivenerninens
Construction DIVISION ......ocvviiveiiiineeieinirrecenneene,
Real Estate Division—Continuing...............cooeeenene.

Earnings Before Administrative, General, Interest Expense
and Other
Construction Materials Division ...........c.ooveivininnenen.
Construction Division ..........ccovvvnviiinvininiiiiiinninn.
Real Estate Division—Continuing............cccvvuienennnnes

Administrative EXPENSes .........ocoeeceinininiiininiininenannn.
Interest EXPeNnse ..........covvviiiiiiniiiiiiiiiia
Other—Net......ovviiiiiii
Earnings (Loss) from Continuing Operations Before Income

TOXES cuveiniiinieeineietiiie ittt eeeanens
INCOME TAXES +.evevinininiriireeeeeeeee e eneaeeieneaes
Earnings (Loss) from Continuing Operations ...................
Discontinued Operations:

Income (Loss) Before Taxes..........cccoevevininiiinininnnns

INCOME TAXES .euvvrenirininereenieniineiniienienineninaeans

Income (Loss) After TaXes .....c.vvevreerinnervicniininnnes

Earnings (Loss) Before Extraordinary ltem.....................
Extraordinary ltem:
Tax Benefit from Utilization of Loss Carryforward.........

Net Earnings (LOSS) ...c.vveeeiriniieiniiiieiiininiiiiiniienn,
Preferred Dividend Requirements ...............c.cvvvniainen

Net Earnings (Loss) to Common Stock.............covveeninins

Earnings (Loss) per Common Share:
Average Common Shares Outstanding During the Year ...

Additional Average Shares on Conversion of Preferred
1) (11 R

From Continuing Operations
Primary .....coeeviiiiiiici e

Fully Diluted.......ocovneniiiniiiiircrns

Before Extraordinary ftem
Primary ...oveeii e

Fully Diluted......c.coueririiiinniiiiiiieieeeiieeenns

Net Earnings (Loss)
o 11 Y PPN

Fully Diluted........ccvivmeiniiiiiiniiiiiiieiincennn,
Cash Dividends Paid per Share: Common......................

Preferred—Series A.........ccovvviviiineininennens
—Series B....oevriiiiiiiiieie e

(a) Results are anti-delutive.

1979

$ 41,240
36,808
5,773

$ 83,821

$ 3,545
2,482
1,049
7,076
1,620
3,470

381

1,605
872

733

733

418
1,151

37

$ 1,114
1,696,527
72,944

$ 4
$ 41

$ 41
41

9

.66
.65
.10

2.50
1.60

A O O A P

$

R~ S -

Years Ended December 31,

1978 1977 1976
(Dollars in thousands except per share data)
34,041 $ 31,09 $ 27,025
33,483 23,372 24,415
10,590 4,048 1,724
78,114 $ 58,51 $53,164
3,180 $ 3,255 $ 2,802
1,868 3,287 4,667
7,495 2,709 817
12,543 9.251 8,286
1,581 1,402 1,280
3,465 1,846 1,732
44 (124) (23)
7,453 6,127 5,297
3,674 2,983 2,561
3,779 3,144 2,736
— (1,450) (2,000)
— (696) (960)
— (754) (1,040)
3,779 2,390 1,696
3,345 2,017 1,268
7124 4,407 2,964
37 37 37
7,087 $ 4,370 $ 2,927
1,652,291 1,647,574 1,647,574
72,944 72,944 72,944
2.27 $ 1.89 $ 1.64
2.19 $ 1.83 $ 1.59
2.27 $ 1.43 $ 1.00
2.19 $ 1.39 $ .99
4.29 $ 2.65 $ 1.78
413 $ 2.56 $ 1.72
— 3 — % —
2.50 $ 2.50 $ 2.50
1.60 $ 1.60 $ 1.60

PO P A O

$

$

$

A

O 0 A O

1975

25,417
14,083

1,647
41,147

2,59
(5,063)
882
(1,590)
1,338
1,197
(66)

(4,059)
369

(4,428)

(9.079)
(369)

(8,710)
(13,138)

(13,138)
37

(13,175)
1,654,876
73.29

(2.70)
()

(7.96)
()

(7.96)
(a)

2.50
1.60
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COMMERCIAL METALS COMPANY (AUG)

Five Year Statement of Consolidated Operations

Year ended August 31

1979 1978 1977 1976 1975

Revenues (Note B):
Netsales .......oooviiiiiiiiii s $1,141,850,819 $698,542,310 $555,616,685 $501,260,106 $471,769,002
Other revenues ............cccvevvveiniienineneensnins eevens 3,928,187 3,710,253 1,585,265 2,188,510 2,831,600

1,145,779,006 702,252,563 557,201,950 503,448,616 474,600,602
Costs and Expenses:
Costs of goods sold (Note 3) ............cevvnvuninniinnns. 1,071,548,275 657,273,203 529,991,690 471,853,268 429,631,476
Selling, general, and administrative expenses (Notes G
AN 0) ceeiinie e 35,827,009 26,623,403 23,058,705 21,843,756 21,712,529
Interest @XPense ........cc.ovvvvininiiiiiiiiiiiieeieeanns 6,188,933 4,356,820 4,302,649 2,948,201 2,893,942
Plant closing costs (Note N) .............oeevininvineenennnns — 825,456 —_ — —
Employees’ pension and profitsharing plans (Notes H and S) 3,497,628 1,469,201 604,781 1,181,947 2,179,622
1,117,061,845 690,548,083 557,957,825 497,827,172 456,417,569
Earnings (Loss) before Income Taxes .......................... 28,717,161 11,704,480 (  755,875) 5,621,444 18,183,033
Income Taxes (Notes Eand 2)...............cccvevininininenns 13,600,000 6,100,000 ( 488,000) 2,610,000 8,800,000
Net Earnings (LOSS) ......ovnvnvuininiiniiiiinin e, $ 15117,161 $ 5,604,480 $( 267,875 $ 3,011,444 $ 9,383,033
Earnings (Loss) Per Share
(Notes 1 and K):
Before November 1979 stock dividend .................. $5.86 $2.26 $(.11) $1.23 $3.89
After November 1979 stock dividend.................... $5.33 $2.05 $(.10) $1.12 $3.54
Cash dividends ...........cooviiniiiiiii e ereeieas $ .60 $ .30 $ .50 $ .56 $ .52

Alphabetic note references relate to Notes to Consolidated Financial Statements included elsewhere herein.

Numeric note references appear on the following page.

NOTES TO CONSOLIDATED STATEMENTS OF OP-
ERATIONS

(1) Per share earnings were computed on the basis of the
average number of shares of Commercial Metals Company
common stock outstanding and common stock equivalents
resulting from the stock option and purchase plans, if mate-
rial, during the respective periods after giving effect to the
25% stock dividend in 1975 and the 10% stock dividend in
1976. The number of shares used in the calculation before
the adjustment for the 10% stock dividend declared in
November 1979 were: 1975-2,411,297; 1976-2,445,113;
1977-2,473,657; 1978-2,483,877; 1979-2,578,220. After ad-
justment for this stock dividend, the number of shares used in
the calculation were: 1975-2,652,427; 1976-2,689,624;
1977-2,721,023; 1978-2,732,265; 1979-2,836,042.

Potential dilution of earnings per share resuiting from exer-
cise of employees stock options and purchase agreements
was not material for 1975 through 1978.

(2) Investment credits are applied against federal income
taxes payable in the periods in which allowable. Amounts
involved for 1979, 1978, 1977, 1976, and 1975 were
$314,000, $461,000, $406,000, $363,000, and $171,000, re-
spectively.

(3) During fiscal 1976 a subsidiary of the Company man-
ufacturing copper tubing changed its method of costing in-
ventory from the first-in, first-out method to the last-in, first-
out method. This change had the effect of reducing net in-
come by $189,000. During fiscal 1977 a subsidiary of the
Company changed its method of costing certain semi-
finished nonferrous metals from the first-in, first-out method
to the last-in, first-out method. This change had the effect of
increasing the net loss by $213,000. During 1979, the Com-
pany changed its method of costing virtually all inventories
from the first-in, first-out method to the last-in, first-out
method. This change had the effect of reducing net income
by $5,615,000. Because of this change, the current year's
financial statements are not comparable with those of any
prior year.
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DIAMOND SHAMROCK CORPORATION (DEC)

Summary of Operations

(Dollars in thousands)
Year Ended December 31,

Revenues

Sales and operating revenues ..............c.cocoeeviiiiininnn.
Interest, dividends, royalties, efc. ........c.coevevniniiinine,
Equity earnings..........c.coeueneiiiiiiiiiiii s

Cost and expense

Cost of products sold............cocoveviiiiiiiniiniiiiiiiinn,
Selling and administrative...........ccccveveviiineniiiinininn.
Research and development ..............cooiiiiiiiiiinnn.
Interest .....o.vnieeniii
Facility sales and shutdowns..............cooieiiiiiiinninian.

Income Before Tax Provision .........ccccoeveveiiiiienniencnens
Provision for inCome 1aXes ........ocvevvirenriiveeneneerananens

Income before extraordinary item and cumulative effect of
accounting change .............cocoviiiiiiiiiiiiii
Extraordinary item..........ocovuiniiininiiiiiieiieeeeeeenen
Cumuldtive effect of accounting change .......................
Net InCome .........coooiiiiiiiiiii e
Earnings per Common share, after Preferred dividends
Before extraordinary item and cumulative effect of ac-
counting change...........oeuvenieeiniiiiinireeeneaeenes
Extraordinary item............cocoviieiiiiiiiiiinein,
Cumulative effect of accounting change ....................
Net INCOME ....vviiiiiiiiiiiii e
Earnings per Common share, assuming full dilution
Before extraordinary item and cumulative effect of ac-
counting change.........ocoeuvenieeiiiiiiiineeeeennenns
Extraordinary item............cocoieieiiiiiiiniiieeeieienens
Cumulative effect of accounting change ....................
Net inCOMe .....vnieiiiininiiie e e

Dividends per Common share................ccciveveuninrennnns
Book value per Common share...........c..cevvvvieiininrnnnne.

1979

$2,356,858
22,743
14,334

2,393,935

1,811,787
192,782
41,842
71,301

2,117,112

276,223
98,100

178,123

$ 178,123

$ 3.37

$ 3.37

$1.51
$19.16

1978

$1,817,983
25,179
8,689

1,851,851

1,419,472
156,950
36,131
59,154
(13,323)
1,658,384
193,467
54,335

139,132

$ 139,132

$ 2.66

$ 2.66

$ 1.42
$17.18

1977

$1,637,995
17,753
6,023

1,661,771

1,193,273
127,919
29,266
45,423
(9.300)
1,386,581
275,190
97,522

177,668

$ 177,668

$ 3.55

$ 3.55

$ 3.42

$ 3.42

$1.175
$15.69

1976

$1,446,008
14,072
4,824

1,464,904

1,043,268
114,378
24,046
34,541
5,000

1,221,233

243,671
95,671

148,000

(1,154)
$ 146,846

$3.07

(.02)
$3.05

$ 2.89

(.02)
$ 2.87

$ .95
$13.20

1975

$1,199,063
23,056
6,002

1,228,121

888,889
97,920
19,555
26,792

1,033,156

194,965
74,264

120,701
400

$ 121,100

$2.66
.01

$2.67

$ 2.46
.01

$ 2.47

$ .80
$12.16
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GULTON INDUSTRIES, INC. (FEB)

Summary of Operations (Dollars in thousands except per
share amounts)

1979 1978 1977 1976 1975
Net Sales ..oc.eniniiiii e $133,229 $108,166 $100,519 $97,003 $98,947
Cost and expenses:
Cost Of SAIES ....euvveeeiieieieie i 94,000 77,550 72,918 71,167 75,192
Selling, general and administrative expenses.............. 30,260 24,261 22,462 20,053 19,939
Interest XPeNse ........cccevvriviiriiiiiiinniireeiienennaes 1,832 1,646 1,682 1,809 2,162
Other expenses (income}—net ..............ccevvvvnennenns (573) (578) 67) 1,111 (222)
125,519 102,879 96,995 94,140 97,071
Earnings before taxes on income and extraordinary items .. 7,710 5,287 3,524 2,863 1,876
TaXES ON INCOME. . .euiuniniiiinanniteaenrerenererenrinenneness 3,479 2,441 1,677 1,278 925
Earnings before extraordinary items........................... 4,231 2,846 1,847 1,585 951
Extraordinary items...........coooiiiiiiiiiiniiii — — 123 556 561
Net @armINgs ....ccoviniiiiii it eeas $ 4,231 $ 2,846 $ 1,970 $ 2,141 $ 1,512
Net earnings applicable to Common Stock (after preferred
dividends) .....c.oooiiiiiiii $ 4,022 $ 2,637 $ 1,761 $ 1,932 $ 1,303
Per share of Common Stock:
Earnings before extraordinary items...................o.ee $1.45 $.96 $.60 $.51 $.28
Extraordinary items..........c..coooviiiiiiiiiiii — — .05 .20 .21
Net @arnings .........ccovvviiiniiieiiiieiiiiiceeaes $1.45 $.96 $.65 $.71 $.49
Dividends per share:
Preferred S10ck ......ocuviiiiiiiiiiiiiiiiii e, $2.00 $2.00 $2.00 $2.00 $2.00
CommON STOCK ....eveerniieiniiieiie e $.325 $.225 $.05 —_ —_
Average number of common shares and share equivalents
used for computation of per share amounts-in thousands. 2,775 2,742 2,117 2,714 2,684
Depreciation and amortization ............ccoeeveiinineenn.. $ 2,39 $ 2,256 $ 2,19 $ 2,126 $ 2,166
LIBBEY-OWENS-FORD COMPANY (DEC)
Summary of Operations
(See Financial Review Page 15 for Discussion)
1979 1978 1977 1976 1975
(Dollars Expressed in Thousands, Except Per Share Data)
Net SAles ....ovuieeni i $1,208,061 $1,107,128 $978,692 $871,505 $684,105
Cost of Products Sold ............cceeevviieiiiniiiiiiiiienenss 966,568 882,362 760,312 663,840 552,695
Interest EXPENSe .........ccoeeuiiiiiniiiiiiiiii e 16,038 9,526 8,151 8,400 11,046
INCOME TAXES ..evvnenineniniiiiiieee e e 35,300 42,300 43,900 46,600 19,000
Net EQrmings......oonveveiieneiiiie e ieeeneneienenaes 58,078 65,800(a) 58,944 58,864 31,895(b)
Dividends on Series A Preferred Stock ...........c.cceeuenne. 4,817 4,818 4,830 4,992 5,164
Earnings Attributable to Common Stock...........cccoevinnnen 53,261 60,982 54,114 53,872 26,731
Per Share Data:
Primary:
*Average Shares Outstanding.............oeeevvuvennnnnn. 11,093 11,084 11,084 10,958 11,005
Per Share Amount ..........oooeiviiiiiiiiiiiiiiiieannnes 4.80 5.50 4.88 4.92 2.43
Fully Diluted:
*Average Shares Outstanding................ccceueennennes 12,615 12,605 12,608 12,542 12,638
Per Share Amount ...........c.eeeviiiiieiiienininannnnnns. 4.60 5.22 4.67 4.69 2.43
Cash Dividends Per Share:
Preferred .......ocoeiiniiiiiii i 4.75 4.75 5.75 4.75 4.75
COMMON .\eeititie et et e e et e e e aa e enaaas 2.30 2.30 2.20 2.00 1.075

() Includes charge for provision for plant closing costs—$12,000 pretax, $5,952 net, equal to $.53 per share and credit for gain on sale of
securities—$16,885 pretax, $11,820 net, equal to $1.07 per share. _
(b) Includes credit for gain on sale of securities—$5,821 pretax, $4,139 net, equal to $.38 per share.
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Management’s Analysis of Summary
of Operations

ACTION INDUSTRIES, INC. (JUN)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
SUMMARY OF OPERATIONS

Compatrison of Fiscal 1979 with Fiscal 1978

(Fiscal 1978 reclassified to conform to current classifica-
tions.)

Revenues

Net Sales. The decrease of $10,328,000 (17.6%) con-
sisted of the following:

1. Sales to Other Retailers
Promotional Program sales decreased $9,195,100 (25%).

Other Sales in this segment decreased $2,427,000 (24%).
In the first six months of the 1979 fiscal year such Other
Sales decreased approximately $3,771,000 (49%), mainly
due to the Company having discontinued, in January 1978,
selling electric light bulbs to customers who are not users of
the Company’s promotional programs. Since January, 1978
Action Tungsram, Inc., in which the Company holds a 41%
interest, has under taken sales of electric light bulbs to such
customers. In the last six months of the 1979 fiscal year,
Other Sales in this segment increased approximately
$1,344,000 (50%).

2. Sales at Retail

Sales in Company-owned stores (35 in 1979 and 34 in
1978) increased $1,705,400 (15%). Sales in departments in
stores owned by others decreased $411,300 (100%), the
Company having discontinued operating such departments.

Other Revenues. The increase of $290,500 (208%) was
due mainly to increased interest income from short-term
commercial paper.

Costs and Expenses

Cost of Products Sold. The increase as a percentage of
sales (from 68.7% in 1978 to 71.6% in 1979) was due to a
decline in the gross profit margin percentage realized on all
categories of sales.

Operating Expenses. The increase as a percentage of
revenues (from 27.7% in 1978 to 33% in 1979) was due
primarily to the greater impact of fixed expenses on the lower
level of revenues.

Interest Expense. The increase of $181,600 (9%) was due
mainly to an increase in the average amount of Long-Term
Debt and in the interest rate on that Debt, and to increased
interest charges related to capitalized equipment leases.

Earnings (Loss) Before Income Taxes and Equity in Net
Earnings (Loss) of Minority Owned Entities. The decrease in
earnings of $4,309,600 (from earnings of 0.3% to a loss of
8.5% as a percentage of revenues) reflects the combined
effect of all the above.

Taxes on Income (Loss). The difference in the effective tax
credit rate of 6.0% in 1978 and the effective tax credit rate of
39% in 1979 was due primarily to higher investment tax and
job tax credits in 1978 and to a difference in various other
nondeductible items.

Earnings (Loss) Before Equity in Net Earnings (Loss) of
Minority Owned Entities. The decrease in earnings of
$2,696,600 (from earnings of 0.3% to a loss of 5.2% as a
percentage of revenues) reflects the combined effect of all
the above.

Equity in Net Earnings (Loss) of Minority Owned Entities.
The increase in earnings of $322,500 (from a loss of $90,600
in 1978 in earnings of $231,900 in 1979) reflects the Com-
pany’s 41% interest in the net earnings of Action Tungsram,
Inc. and its 50% interest in the net loss of Actrol Supply Co.,
Inc., which incurred start-up costs in connection with the set-
ting up of a Home Center store which opened for business in
April, 1979.

Net Earnings (Loss). The decrease in earnings of
$2,374,100 (from earnings of 0.1% to a loss of 4.7% as a
percentage of revenues) reflects the combined effect of all
the above.

Comparison of Fiscal 1978 with Fiscal 1977

(Both years reclassified to conform to current classifica-
tions.)

Revenues

Net Sales. The decrease of $5,970,900 (9%) consisted of
the following:

1. Sales to Other Retailers
Promotional Program sales decreased $3,426,600 (9%).

Other Sales in this segment decreased $21,000 (less than
1%). In the last six months of the 1978 fiscal year such Other
Sales decreased approximately $1,667,000 (39%), mainly
due to the Company having discontinued, in January 1978,
selling electric light bulbs to customers who are not users of
the Company’s promotional programs. Since January, 1978
Action Tungsram, Inc., in which the Company holds a 41%
interest, has undertaken sales of electric light bulbs to such
customers.

2. Sales at Retail

Sales in Company-owned stores (34 in 1978 and 33 in
1977) increased $1,270,400 (13%.) Sales in departments in
stores owned by others decreased $3,793,700 (90%), the
Company having discontinued operating such departments.

Other Revenues. The increase of $188,600 was due
mainly to interest income from short-term commercial paper
and to a gain on the sale of certain production equipment.

Costs and Expenses

Costs of Products Sold. The increase as a percentage of
sales (from 66.4% in 1977 to 68.7% in 1978) was due to a
decline in the gross profit margin percentage realized on
Sales to Other Retailers, offset in part by an increase in the
gross profit margin percentage realized on Sales at Retail.

Operating Expenses. The increase as a percentage of
revenues (from 25.7% in 1977 to 27.7% in 1978) was due
primarily to increased fixed expenses in anticipation of higher
sales than were realized and to increased distribution costs.

Interest Expense. The increase of $1,074,204 (from 1.5%
to 3.5% as a percentage of revenues) was due principally to
the increase in Long-Term Debt and in the interest rate on
that Debt.
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Earnings (Loss) Before Income Taxes and Equity in Net
Earnings (Loss) of Minority Owned Entities. The decrease of
$3,955,560 (from 6.4% to 0.3% as a percentage of revenues)
reflects the combined effect of all the above.

Taxes on Income. The decrease in the effective tax rate
from 46.3% to (6.0%) was due primarily to investment tax and
job tax credits.

Earnings (Loss) Before Equity in Net Earnings (Loss) of
Minority Owned Entity. The decrease of $2,046,590 (from
3.4% to 0.3% as a percentage of revenues) reflects the com-
bined effect of all the above.

Equity in Net Earnings (Loss) of Minority Owned Entities.
This reflects the Company’s 41% interest in the net loss of
Action Tungsram, Inc., which was formed in January, 1978.
The loss incurred by that company was due primarily to the
impact of start-up costs.

Net Earnings. The decrease of $2,137,234 (from 3.4% to
0.1% as a percentage of revenues) reflects the combined
effect of all the above.

AIR PRODUCTS AND CHEMICALS, INC. (SEP)

MANAGEMENT'S ANALYSIS

1979 Compared to 1978

In fiscal 1979, sales were $1,229.9 million, 18% higher
than the prior year. Net income of $97.5 million increased
28% over 1978.

The combined worldwide sales of merchant and tonnage
industrial gases increased 15% over the prior year primarily
due to higher volumes. Operating income was up 11% mainly
as a result of the volume increases and the strengthening of
European currencies in relation to the dollar. This gain re-
flects the dampening effect of increased operating costs not
fully recovered in the marketplace. In addition, both operating
and net income were reduced by provisions of $2.5 million for
the termination of the operations of a major customer in
Puerto Rico and $1.0 million for the insolvency of the sole
customer of a French joint venture.

Equipment and services sales were 52% above 1978
primarily as a result of increased shipments of LNG heat
exchangers, a higher level of intersegment transfers and
sales of other services. Operating income rose substantially
as a result of sales to third parties. Improved margins in
metallurgical products and services which experienced
losses in 1978 also contributed to this gain. Operating in-
come also improved by $5.5 million ($3.4 million after taxes)
because the medical equipment product line, which was sold
early in fiscal 1979, incurred losses in 1978.

Sales of the chemicals segment were 18% above last year
as a result of volume and price improvements in most product
lines. Despite these gains, operating income and related
margins declined primarily because of the lower income from
fertilizer products, and operating difficulties with the polyvinyl
alcohol plant.

Catalytic sales and operating income were well above last
year. This improvement resulted from increased contract
completions, which include an intercompany contract, and
higher interest income.

Consolidated interest income short-term investments in-
creased by more than $6 million over 1978.

Pre-tax foreign exchange gains were lower in 1979. More
importantly, on an after-tax basis these gains were $1.3 mil-
lion compared with an $0.8 million loss in 1978.

The reduction in the U.S. statutory income tax rate and the
effect of foreign currency translation were the major reasons
for the lower effective tax rate of 44.4% in 1979 compared to
50.0% in 1978.

1978 Compared to 1977

In fiscal 1978, sales were $1,039.1 million, which was 10%
over 1977 sales of $947.2 million. Net income of $76.2 million
rose 13% over 1977’s amount of $67.7 million.

Worldwide industrial gas sales, both merchant and ton-
nage, increased 18% over 1977 primarily due to higher vol-
umes. Operating income was up 16%. The income gain was
the result of improvements in all major products except
domestic oxygen and nitrogen, which experienced margin
declines caused by higher costs not fully recovered in the
marketplace. In addition, the strengthening of foreign curren-
cies in relation to the U.S. dollar caused an increase in sales
and a significant increase in income of the European opera-
tions as expressed in U.S. dollars.

Equipment and services sales and operating income de-
creased 12% and 46%, respectively. In 1978, shipments of
LNG heat exchangers, and sales of environmental products,
were lower. Higher sales were achieved in domestic air sep-
aration plants and other cryogenic equipment. Medical
equipment continued in a loss condition. Losses were also
experienced in metallurgical products and services. Certain
assets of the medical equipment product line were revalued
downward by $2,500,000 in 1978.

Chemicals sales and operating income increased 4% and
5%, respectively. Volume increases were achieved in most
products. Gains in operating income in amines and polyvinyl
chloride resins were mostly offset by the weak fertilizer
market and the absence in 1978 of auto catalysts sales. The
contract for auto catalysts supply was completed in 1977.
Lower margins were earned in polyvinyl alcohol due to added
costs associated with the plant expansion, and higher operat-
ing costs.

Catalytic, Inc. sales were down 20% and operating income
decreased 8%. This reflects the previously low levels of con-
struction activity which affected contract completions during
the period.

The increase in other income is attributable primarily to the
significant increase in foreign exchange gains. These gains
resulted from the company’s parallel hedging program. After
considering the associated tax effect, the impact of foreign
exchange gains and losses on 1978 net income was minimal.

The effective tax rate for 1978 was 50% compared to
45.5% in 1977. Much of the difference in tax rates is due to
variations in the amount of non-taxable foreign exchange
translation losses.
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CENTRONICS DATA COMPUTER CORP. (JUN)

FINANCIAL STATEMENT ANALYSIS
1979 vs. 1978

Revenues

The increase in revenues of $46.5 million or 62% reflects
growth of sales of newer printer products, principally the 700
Series partially offset by decreases in sales of older series
printers. Increases are also reflected in sales of accessories,
parts, and service income. Interest income increased
$794,000 or 46% as additional funds, generated by the Com-
pany’s wholly-owned domestic subsidiary operating in Puerto
Rico, were invested.

Costs and Expenses

Cost of sales, as a percentage of sales, increased from
56% to 61% as a result of lower gross profit margins on
newer printer products sales, increased manufacturing costs
associated with the introduction of these products, and ex-
pansion of manufacturing facilities and staff, primarily in New
Hampshire where the Company’s printer assembly opera-
tions were moved into new facilities.

Selling expenses increased $1.2 million or 23% world-
wide. Domestically, the increase was $.7 million due to con-
tinued expansion of marketing efforts and promotional pro-
grams related to new products and increases in sales com-
missions and related expenses. An additional $.5 million in-
crease was due to the expansion of international sales opera-
tions.

General and administrative expenses, including provision
for doubtful accounts, increased $3.6 million or 57%. Domes-
tically, the increase was $1.9 million due to expansion of
administration, data processing, accounting, personnel
staffs, related facilities and equipment. An additional $.9 mil-
lion increase was due to the expansion of international staffs,
facilities and related expenses. The provision for doubtful
accounts increased $.8 million.

Interest expense increased $3.9 million due to higher av-
erage borrowing and a higher average interest rate.

Income Taxes

The effective tax rate increased from 18% to 20% partially
due to increased volumes and product mix changes for the
Company’s wholly-owned subsidiaries operating in Puerto
Rico and Ireland. This resulted in a decrease in tax benefit
from unrepatriated tax exempt earnings of the Puerto Rico
Subsidiary partially offset by an increased tax benefit from
unrepatriated tax exempt earnings of the Ireland Subsidiary.
In addition, tax benefits were realized from the effect of cer-
tain foreign subsidiaries’ prior year losses used in the current
period and a decrease in the maximum federal income tax
rate as a result of the Revenue Act of 1978. See footnote 9 of
the accompanying Financial Statements for additional infor-
mation regarding the foregoing tax benefits.

1978 vs. 1977

Revenues

The increase in revenues of $17.0 million or 29% reflects
growth of sales of the newer 700 Series of printer products,
partially offset by decreases in sales of the older series prin-
ters. Revenues from the sale of parts, accessorites and ser-
vice increased as a result of customers ordering more op-
tional items with their printers and a greater population of

units in the field. Interest income increased as additional
funds generated by the company’s wholly-owned domestic
subsidiary operating in Puerto Rico were invested.

Costs and Expenses

Cost of sales as a percentage of sales increased from 52%
to 56% as a result of increased manufacturing costs as-
sociated with the introduction of new printer products and
expansion of facilities and staff in New Hampshire, Puerto
Rico and Ireland.

Selling expenses increased $1.5 million or 38% world-
wide. Domestically, the increase was $1.2 million due to con-
tinued expansion of marketing efforts and promotional pro-
grams related to new products and increases in sales com-
missions and related expenses. An additional $.3 million in-
crease was due to the expansion of international sales opera-
tions.

General and administrative expenses increased $2.3 mil-
lion or 56%. Domestically, the increase was $1.1 million due
to expansion of administration, data processing, accounting,
personnel staffs, related facilities and equipment. An
additional $1.2 million increase was due to the expansion of
international staffs, facilities and related expenses.

Interest expense increased $1.9 million due to higher av-
erage borrowings and a higher average interest rate.

Income Taxes

The effective tax rate decreased from 24% to 18% due
primarily to an increase in unrepatriated tax exempt earnings
of the Company’s wholly-owned domestic subsidiary operat-
ing in Puerto Rico, and foreign subsidiary operating in Ire-
land, and an increase in tax benefits from the Company's
wholly-owned domestic international sales corporation
(DISC) subsidiary. See footnote 9 of the Consolidated Finan-
cial Statements for additional information regarding the
foregoing tax benefits.

COOPER INDUSTRIES, INC. (DEC)

MANAGEMENT'S ANALYSIS OF OPERATING RE-
SULTS '

1979. The predominant cause of the change from 1978 in
each revenue and cost classification is the inclusion of the
results of operations of the Gardner-Denver Company, pur-
chased April 30, 1979. The Company’s revenues increased
62% as a result of the acquisition and 16% from internal
growth balanced throughout the Company'’s traditional busi-
ness lines. Gross margins excluding the effect of Gardner-
Denver, were comparable to those achieved in 1978, as were
selling and administration expenses as a percentage of
sales. The improvement in the consolidated gross margin is
attributable to the inclusion of Gardner-Denver. Consolidated
selling and administrative expense increased in relation to
sales as a consequence of including the Gardner-Denver
operations. Depreciation and amortization exceeds that of
1978 as a resuit of including both depreciation on the plant
and equipment of Gardner-Denver and amortization of
goodwill resulting from the acquisition. The higher level of
interest expense relates to funds borrowed in connection with
the acquisition and, to a lesser extend, to borrowings of
Gardner-Denver assumed in the acquisition. The lower effec-
tive income tax rate is attributable to the 2% reduction in the
United States statutory rate.
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Increases in primary (23%) and fully diluted (21%) net in-
come per common share result from the factors described
above and are less than the increase in net income because
of the additional common and preferred shares issued in the
acquisition of Gardner-Denver.

1978. The company achieved revenue and net income
growth during the year of 15% and 27%, respectively. Each
of the Company’s business lines contributed to the increase
in revenues with the most significant gains registered by
Energy Services (21%) and Hand Tools (14%). Operating
income improvements of 35% and 29% were recorded by
Hand Tools and Energy Services, respectively, while Aircraft
Services’ earnings declined 10%. The gain in Hand Tools’
earnings was principally attributable to gross margin im-
provements resulting from reductions in product costs
realized at new facilities placed in service in late 1976 and
during 1977, as well as reduced relocation and start-up costs
of the plant modernization programs. Energy Services’ earn-
ings improvements were accomplished through increased
shipments of both units and parts and effective control of
administrative costs. The decline in Aircraft Services’ operat-
ing income resulted from reduced earnings from aircraft
completions and refurbishments and higher selling and ad-

ministrative costs associated with new marketing programs

and administrative reorganizations.

On a consolidated basis, selling and administrative ex-
penses increased 15% as a result of the Aircraft Services
costs discussed above, increased Hand Tools expenses
consistent with revenue growth, and charitable contributions
in excess of those for 1977. Depreciation expense increased
18%, reflecting substantial capital additions by all business
lines in recent years. Interest expense was 13% less than in
1977 due to reduced levels of borrowing.

EVANS PRODUCTS COMPANY (DEC)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
RESULTS OF OPERATIONS

Record revenues and earnings in 1978 were followed by
another record year in 1979. All-time high earnings were re-
ported by the Retail, Homes, Shelter Products and Transpor-
tation Systems and Industrial Groups in 1979. Building prod-
ucts related businesses benefited from a favorable home im-
provement market in both years, and strong new residential
construction activity in 1978. The Transportation Systems
and Industrial Group had its eighth consecutive year of rec-
ord earnings in 1979. Railcar and truck trailer leasing and
manufacturing activities, as well as specialty steel castings
operations, all experienced increased earnings.

The impact of market conditions and other factors on each
of the Company’s major operations for 1979 and 1978 is
summarized in the following analysis.

Retail: The number of retail stores in operation at the end
of each year increased from 268 in 1977 to 272 in 1978 and
328 in 1979. In addition to the purchase of 40 Lindsley stores
in 1979, there were 23 new stores opened and 7 stores
closed. While store additions, particularly the Lindsley pur-
chase, have contributed to increased operating results, gains
in 1979 and 1978 were also attributable to steadily increasing
sales to the home improvement and maintenance market.
Higher sales volume, favorable pricing and cost controls re-
sulted in improved profit margins in both years.

Homes: Home deliveries rose from 3,768 in 1977 to 4,090
in 1978 and 4,436 in 1979. Significant revenue and earnings
gains in 1979 and 1978 resulted from increased deliveries as
well as improved average selling prices associated with in-
creased sales of larger homes and selling price adjustments.
Earnings increased despite a rise in interest costs caused by
higher interest rates and expanded borrowings to support
construction loans to customers.

Shelter Products: The aluminum door and window opera-
tions, benefiting from continuing strong demand for energy
conserving products, were chiefly responsible for the reve-
nue and earnings gains in 1979, and also contributed to 1978
increases. While revenues from kitchen cabinet sales were
up significantly in 1979, earnings were lower because of
sharp increases in raw material costs. Kitchen cabinet opera-
tions provided more than half of the Group’s revenues and
earnings gains in 1978. Excellent market conditions and ex-
panded production capacity were chiefly responsibie for the
1978 improvement.

Fiber Products: Battery separator and glass fiber roofing
operations accounted for most of the revenue gains in 1979.
A strike at a major customer’s operations, softening demand
for automotive batteries related to unseasonably mild fourth
quarter weather and lower auto sales, coupled with rising
operating costs, caused the Group’s profit margins and earn-
ings to decline in 1979.

In 1978 ali product lines reported higher revenues, primar-
ily from increased unit sales. Price increases were largely
offset by higher production costs, but profit margins improved
from better plant capacity utilization, resulting in significant
earnings gains.

Forest Products: In 1979 the declining housing market ad-
versely affected lumber and plywood sales realizations and
volume, particularly commodity plywood, resulting in a sub-
stantial drop in earnings. Rising costs, especially for stum-
page, led to fourth quarter losses for the Canadian opera-
tions; however, they were profitable for the year. The Aber-
deen, Washington, plywood mill reported earnings gains,
benefiting from increased operating efficiencies. The Group’s
earnings include an operating loss of $1.5 million in 1979 and
an operating profit of $1.2 million in 1978 for the Missoula,
Montana, complex which is being discontinued.

In 1978 strong demand for lumber and plywood, as-
sociated with high levels of new residential construction activ-
ity, resulted in increased sales volume and prices. Earnings
rose substantially as improved sales realizations and operat-
ing rates as well as an increased emphasis on specialty
products more than offset higher raw material and labor
costs.

Transportation Systems & Industrial: Leasing has been an
important contributor to the Group’s earnings improvement
over the past two years. The lease fleet's profitability has
benefited from expansion, maturation and more favorable re-
newal rentals. The number of railcars and truck trailers in the
lease fleet at the end of each year increased from 23,502 and
2,287in 1977, 10 24,460 and 3,244 in 1978 and to 26,487 and
4,892 in 1979, respectively. Lease fleet additions also gener-
ated investment tax credits of $11.4 million in 1979 and $7.5
million in 1978. (See “Taxes on Earnings on page 36.) Man-
ufacturing profits on railcar and truck trailer additions to the
lease fleet are deferred, lowering current earnings while en-
hancing the future profitability of the fleet.
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In 1979 railcar manufacturing plants operated at or near
capacity, except for the Washington, Indiana, plant which has
been closed as the result of a strike since November 10. High
operating rates and an increased number of specialty railcars
contributed to improved profit margins for the railcar opera-
tions in total. Increased demand in the railcar market pro-
duced strong year-to-year gains in 1978 revenues and earn-
ings from railcar and component manufacturing.

Revenues and earnings from truck trailer production have
benefited over the past two years from favorable market con-
ditions and the 1978 start-up of a new production facility,
which will eventually allow current unit production to double.
The profit margin increased in 1979 with higher operating
rates and improved efficiencies from the new plant's second
year of operation.

In 1979 customer demand for specialty steel castings ex-
ceeded capacity, producing favorable revenue and earnings
comparisons despite start-up costs for the new Duluth finish-
ing operation. In 1978 earnings declined as a result of a strike
at the Minneapolis foundry, which reduced pretax earnings
by about $3 million, offset partially by favorable market condi-
tions.

Estimated Losses of Discontinued Facilities: The
$4,250,000 charge in 1979 resulted from the Company’s de-
cision to discontinue operations at the Missoula, Montana,
forest products complex.

Interest Expense: Higher prime interest rates and in-
creases in average debt outstanding were primarily respon-
sible for increased interest expense in 1979 and 1978. Inter-
est expense in 1978 also included $2 million relating to an
income tax settlement.

Unallocated Other Expenses: Unallocated other expenses
in 1978 included foreign exchange losses of $1,474,000 due
primarily to the effect of the decline in the value of the Cana-
dian dollar on Canadian operations.

Taxes on Earnings: Lower effective income tax rates in
1979 and 1978 reflect increased investment tax credits,
primarily attributable to increased lease fleet additions. Also
in 1979 the Federal income tax rate was reduced from 48% to
46%, and in 1978 the Company had a $2 million tax benefit
from a Federal income tax settiement.

Extraordinary Iltem: The extraordinary item in 1978 was
due to the utilization of previously unrecognized Canadian
tax benefits arising from timing differences between financial
and tax reporting.

Earnings Per Share: During 1979 the Company exchanged
$2.10 Cumulative Junior Preferred Stock for 350,000 shares
of its common stock. If this transaction had not taken place,
preferred dividends would not have increased in 1979. Dur-
ing 1977 and 1978 the Company purchased for cash 559,000
and 343,000 shares, respectively, of its common stock for the
treasury. If these transactions had not taken place, interest
expense for the years 1979, 1978 and 1977 would have been
lower. Earnings per share, restated to reflect these adjust-
ments, would have been $4.36, $3.72 and $2.82 for 1979
1978 and 1977, respectively.

Subsequent Event: See Notes to Financial Statements,
page 42.

FAIRCHILD INDUSTRIES, INC. (DEC)

MANAGEMENT DISCUSSION AND ANALYSIS OF
CONSOLIDATED STATEMENTS OF EARNINGS

For a detailed statement of the Corporation's operating
results, see Business Segment Information (Note 8).

Sales

Sales for 1979 exceeded those for 1978 by $174 million
(32 percent); the gain was mainly the result of the increased
delivery of units of military aircraft (A-10), commercial aircraft
(Metro and Merlin turboprops), commercial aircraft compo-
nents (Boeing 747) and accessories and increased sales
from domestic communications satellite business. Sales in
1978, as compared to 1977, increased by $144 million (36
percent), predominantly as a result of the increase of military
and commercial aircraft sales.

Other Income

Other income in 1979 was $4.3 million (170 percent) more
than in 1978, principally because of the sale of certain indus-
trial facilities and land as well as higher interest income and
dividends on an investment in 1979. Other income for 1978
was $603,000 (19 percent) less than in 1977, due principally
to higher interest income in 1977.

Cost of Sales

Cost of sales as a percentage of sales decreased to 80.2
percent in 1979 from 81.0 percent in 1978. This improvement
was due primarily to increased deliveries on military and
commercial aircraft and improved manufacturing perfor-
mance on commercial aircraft. Cost of sales as a percentage
of sales decreased to 81.0 percent in 1978 from 85.2 percent
in 1977. This improvement was due essentially to increased
deliveries and improved manufacturing performance on the
military and commercial aircraft programs. To a lesser extent,
the improvement in 1978 from 1977 was aided by the reduc-
tion of satellite lease costs by American Satellite Corporation.

Depreciation and Amortization

Depreciation and amortization increased $733,000 (7 per-
cent) in 1979 despite the additional $2 million of amortization
expense related to Fairchild KLIF, Inc. in 1978. The 1979
increase is due predominantly to a full year’s depreciation on
numerical-control machine tool equipment in support of the
A-10 program, continued placement in service of domestic
communications satellite equipment of American Satellite
Corporation and electronic data processing equipment at the
Corporate office. In 1978, depreciation and amortization in-
creased $4.2 million (61 percent) as compared to 1977, due
primarily to 1) an additional provision of amortization expense
in 1978 of $2 million which decreased the excess of the cost
of the investment in Fairchild KLIF, Inc. over net assets at the
acquisition date, 2) continuing investments in American
Satellite Corporation’s domestic communications system and
3) continuing investments in support of the A-10 program.

General Administrative, Marketing and Development

General, administrative, marketing and development ex-
penses in 1979 increased $13.1 million (31 percent) over
1978. A substantial portion of the increase was related di-
rectly to marketing and development expenditures for
follow-on military aircraft and commercial aircraft component
programs, a fatigue-testing program for commercial aircraft
and a major spacecraft proposal. The balance of the increase
was due to an expanded level of business throughout the
Corporation. In 1978, these expenses increased $9.4 million
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(28 percent) over 1977 due to increased marketing and de-
velopment expenditures and a higher business volume.

Interest

Interest expense was $2 million (52 percent) greater in
1979 as compared to 1978, predominantly as a result of
higher interest rates and a $27,500,000 bank term loan (re-
paid in October and November 1979) to finance the purchase
of common stock of Bunker Ramo Corporation (Note 3),
offset by lower borrowings during 1979 to support the Corpo-
ration’s operations.

Provision for Income Taxes

The effective income tax rate in 1979 was 46.8 percent, as
compared to 51.3 percent in 1978, or 51.4 percent before an
extraordinary item, and 47.4 percent in 1977. The lower ef-
fective tax rate in 1979 resulted primarily from a lower federal
corporate statutory tax rate (46 percent versus 48 percent),
the decrease in non-deductible amortization expense in
1979, an additional provision required in 1978 due to the loss
of capital gains benefits taken in prior years and dividends
received on an investment in 1979 of which only 15 percent is
taxable. The higher effective tax rate in 1978 as compared to
1977 resulted primarily from a higher amount of income sub-
ject to the full statutory tax rate in 1978, increased provision
of non-deductible amortization expense and a relatively
lesser effect from investment tax credits.

Net Earnings

Net earnings for 1979 were $15.4 million (63 percent)
higher than those for the previous year and 1.1 percent
higher (5.6 percent versus 4.5 percent) as a percentage of
sales. This increase was due primarily to increased deliveries
of military and commercial aircraft, commercial aircraft com-
ponents and accessories, improved manufacturing perfor-
mance on commercial aircraft and the sale of industrial
facilities and land. The net earnings for 1978 included an
extraordinary item of $1.4 million (after taxes) resulting from
the Debenture exchange as discussed in Note 5 to the Fi-
nancial Statements.

Net earnings for 1978 were $15 million (156 percent)
higher than for 1977 and 2.1 percent higher as a percentage
of sales, due principally to increased deliveries and improved
manufacturing performance on the military and commercial
aircraft programs, the extraordinary item of $1.4 million men-
tioned above as well as reduced satellite lease costs by
American Satellite Corporation.

Description of Company’s Business

CLARK EQUIPMENT COMPANY (DEC)

DESCRIPTION OF BUSINESS

The Company is a highly integrated manufacturer of capital
goods. Its present business is axles and transmissions and
related components, material handling equipment and con-
struction machinery. Approximately one-third of the output of
axles, transmissions and related components is transferred
to other product plants and used in the production of material
handling equipment and construction machinery, where it is
estimated that such axles, transmissions and components
represent between 20% and 30% of manufacturing costs.
The rental of products and the sale of replacement parts are

important phases of the Company’s operations. Sales to the
United States Government account for less than 2% of total
sales.

Specified financial information by industry segments and
geographic areas for the five years ended December 31,
1979 is summarized as follows (in millions of dollars) and is
discussed on Page 14.

GEO. A. HORMEL & COMPANY (OCT)

COMPANY PROFILE

Geo. A. Hormel & Company is a federally-inspected food
processor which slaughters livestock for processing into
meat and meat products which are sold at the wholesale
trade level.

The principal products of the Company are meat and meat
products—boneless hams, sausage items, wieners, sliced
bacon, luncheon meats, stews, chilis, hash and meat
spreads—which are sold fresh, frozen, cured, smoked,
cooked or canned. The Company’s products are sold in all 50
states by salesmen operating in assigned territories coordi-
nated from district sales offices located in most of the larger
cities, and by brokers and distributors who handle carload lot
sales.

Hormel operates 20 plants for slaughtering and/or process-
ing and has 12 distribution plants located along the West
Coast, South Atlantic Coast, Gulf Coast and Hawaii. In addi-
tion, the Company operates in international areas, including
the Philippines, Okinawa, Dominican Republic, and in vari-
ous European countries through Hormel International, a
wholly-owned subsidiary.

Hormel employs over 8,300 people and has approximately
4,700 stockholders.

KIMBERLY-CLARK CORPORATION (DEC)

DESCRIPTION OF THE COMPANY

Kimberly-Clark, its consolidated subsidiaries and equity
companies are principally engaged in a single, worldwide
manufacturing and marketing business. This business
primarily involves the use of fibers to serve many diverse
markets. Since land is a main source of fiber, the company
owns or controls extensive forestiand.

Essentially, the company converts fibers into products
which serve the needs of people in many areas of the world.
Mostly, these are cellulose fibers derived from trees, other
plants and reclaimed materials, and they are formed in a
papermaking process. However, synthetic fibers and other
methods of forming are of growing importance in the de-
velopment of new products and markets. With a few impor-
tant exceptions, the company emphasizes products of rela-
tively high value derived from technology, creativity, imaginat-
ive packaging and well-known brand names rather than
commodity products.

Major Product Classes. Kimberly-Clark products are
grouped into three major classes: Consumer and Service;
Newsprint, Pulp and Forest Products; and Paper and
Specialties.

Consumer and Service is the largest of the three classes,
accounting for more than 60 percent of sales. Products in this
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class include facial tissue, bathroom tissue, feminine napkins
and tampons, disposable diapers, and household towels
which are sold worldwide under a variety of brand names
including Kleenex, Kotex and New Freedom. This class in-
cludes not only products for use in the home but also the
same or similar products for away-from-home markets (in-
dustrial, commercial and institutional markets), as well as
products such as industrial wipers.

Also in this class are nonwoven materials made by a pro-
cess of bonding or interlocking fibers, yarns or filaments.
These materials have characteristics similar to some woven
textiles. Nonwoven fabrics are used in Kimberly-Clark prod-
ucts for the health care, industrial wiping, infant care and
menstrual care markets, and are also sold as a base material
to other converters.

In the Consumer and Service Class, products for home use
are sold directly to supermarkets, mass merchandisers, drug
stores, variety stores and department stores; and also to
wholesalers, brokers and distributors. Other products in this
class are sold directly to end users and converters and
through wholesalers.

The Newsprint, Pulp and Forest Products Class accounts
for slightly more than 20 percent of sales. Products in this
class include lumber, pulp, groundwood printing papers and
newsprint. Newsprint and lumber are among the few impor-
tant commodity products made by Kimberly-Clark for sale to
others.

In the Newsprint, Pulp and Forest Products Class, news-
print and groundwood printing papers are sold directly to
newspaper and other publishers and through sales agents;
lumber is sold to retailers, distributors and other customers.
Substantially all of the pulp produced by the company is con-
sumed in its operations, but small amounts occasionally are
sold directly to other companies.

The Paper and Specialties Class accounts for a little over
15 percent of sales. Products in this class include capacitor
papers, dielectric films and metallized products for electrical
and electronic markets; cigarette papers, reconstituted to-
bacco and other products for tobacco markets; cotton content
and premium sulphite correspondence, cover and text pa-
pers; thin and lightweight specialties for use in bibles, forms
and carbon papers; adhesive-coated papers, films and foils;
specialty envelopes; saturated base papers for abrasives,
labels and tape; and other products which require unusual
technology in their development or application.

Products in the Paper and Specialties Class are sold
through paper merchants, brokers, sales agents and other
resale agencies. Some products are also sold directly to us-
ers, converters, manufacturers, publishers and printers.

In addition to these product classes, the company is en-
gaged in some comparatively small and unrelated activities
such as aircraft maintenance, finishing and refurbishing, and
machinery design, fabrication and installation.

Employees and Stockholders. In its worldwide consoli-
dated operations, Kimberly-Clark has 30,838 employees as
of December 31, 1979. The company had 24,639 stockhold-
ers as of the same date.

HAMPTON INDUSTRIES, INC. (DEC)

DESCRIPTION OF BUSINESS

Hampton Industries, Inc., founded in 1925, is a major pro-
ducer of wearing apparel. Its principal products include men'’s
and boys’ shirts, women'’s and girls’ blouses, pajamas, robes
and a line of related imported items and outerwear. The
Company’'s domestic manufacturing and distribution
facilities, all of which are company-owned, are located in the
Southeastern part of the United States.

While the majority of the Company's products are sold
under either private or store labels, sales of its branded mer-
chandise has increased significantly in recent years. The
principal name brands manufactured and distributed by the
Company are “McGregor for Boys” in the boys’ shirt field and
“Sasson” in the women'’s blouse field.

The Company'’s principal sales offices and showrooms are
located in New York City and Kinston, North Carolina. In
addition, sales offices and showrooms are maintained by the
Company sales agents in Los Angeles, Miami, Boston, Bal-
timore, Chicago and Dallas. The Company'’s 3,200 custom-
ers include most of the major national and regional chain
department and specialty stores. The Company'’s two largest
customers account for approximately 19% of its total sales
volume. This percentage has remained relatively constant
over the past few years.

Advance bookings of orders are important in terms of un-
derstanding the Company’s business in that the levels
thereof have a significant effect on its ability to plan produc-
tion and control inventory. The Company has experienced a
tremendous surge in orders since the end of December when
they totalled $21,500,000. During the latter part of March
1980, the amount had increased to $53,000,000. Such
amounts were $27,000,000 and $39,000,000 at those re-
spective dates a year ago.

NATIONAL STEEL CORPORATION (DEC)

BUSINESS AND PRODUCTS

National Steel Corporation and its subsidiaries are primar-
ily engaged in the manufacture and sale of iron and steel and
aluminum products. Principal steel products include hot- and
cold-rolled sheets and strip, galvanized sheets, tinplate, pig
iron, and a variety of other steel products. Aluminum products
include primary aluminum and a wide range of finished
aluminum products such as foil, siding, building products and
extruded forms. The Corporation is vertically integrated in its
steel operations and has reserves of iron ore and coal sub-
stantially in excess of its anticipated requirements.

Steel products accounted for approximately 94% of total
sales during each of the last five years. The distribution of
sales, revenue, and identifiable assets between steel and
aluminum products for 1979 and 1978 is set forth in Note H
on page 29.

The automotive industry accounted for approximately
26%2% of total steel shipments by tonnage during 1979 and
the container industry accounted for approximately 17v2%.
The remainder of steel products and aluminum production
are sold to a wide variety of users.

See pages 15 and 27 in regard to the Corporation’'s recent
entry into the financial services field.
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Market Price and Dividend Data

THE AMERICAN DISTILLING COMPANY (SEP)

MARKET PRICES OF COMMON STOCK AND DIVI-
DENDS PAID

The Company’s Common Stock is traded on the New York
Stock Exchange. The foliowing table sets forth the high and
low sale prices of the Common Stock as reported on the New
York Stock Exchange for each quarterly period within the
past two fiscal years of the Company ending September 30,
1979:

Fiscal Quarters High Low
1979
First quarter..........coooviiiiiiiiiniiieieieans $113% $ 8%
Second quUOrter..........ccvvvviriiiiiininianae., 113% 92
Third quarter..........c.ocovvviiiiiiiiiiinenene., 14, N
Fourth quarter..............coveiviiieiiiininninnis 15% 12%
1978
First quarter.........ccccceeviinnincinennnnnnnnns $9% $8
Second QUOMEr.......c.oevvuieniiiiiiaieainnn, 9% 8
Third quarter........cccooeviiiiiiiieienns 13% 8
Fourth quarter........c.ccoooeiiveinineninnn.. 12% 9%

No dividends have been paid in any of the foregoing periods.

CASTLE & COOKE, INC. (DEC)

COMMON STOCK DATA (UNAUDITED)

1979 1978
Cash Cash
Dividends Market  Dividends Market
Paid Price Paid Price
Quarter Per Share Range  Per Share Range
First .......... $.19 $14%-16% $17% $14 -15%
Second ....... 19 13%-15"% A7% 14%-18
Third ......... 19 14%-16% A7V 15%-20Y
Fourth ........ 19 12%-18 7%  14%-19%
Year .......... $.76 $12%-18 $.69 $14 -20%

Note: Adjusted for stock dividends (current annual cash dividend rate
is $.80).

CONROY, INC. (AUG)

STOCK INFORMATION

Conroy’s common stock is listed on the American Stock
Exchange (Symbol-CRY). The market prices shown below
are the highest and lowest prices for each quarter as reported
by the Exchange.

In fiscal 1978, a semi-annual dividend of 7 cents per share
was paid on October 3, 1977. Thereafter dividends were de-
clared on a quarterly basis with payments of 4 cents per
share being made on January 25, 1978, April 25, 1978, and
July 25, 1978.

In fiscal 1979, quarterly dividends of 4 cents per share
were paid on October 25, 1978, January 25, 1979, April 25,
1979, and July 25, 1979.

Market Prices

High Low
Fiscal 1979
Fourth—June-August, 1979 ..................eo. 5 3%
Third—March-May, 1979 ........c.coviviinens 4% 3%
Second—December, 1978-February, 1979 .... 5% 32
First—September-November, 1978............. 5% 3%
Fiscal 1978
Fourth—June-August, 1978 ..................... 5% 4
Third—March-May, 1978............c.coienie 5% 4V
Second—December, 1977-February, 1978.... 4% 3%
First—September-November, 1977............. 37} 3V

COOPER INDUSTRIES, INC. (DEC)

DIVIDEND AND STOCK INFORMATION

Dividends: Cash dividends paid to common shareholders
during 1979 totaled $.92 a share ($.23 per quarter) compared
to $.77 a share ($.18 for the first three quarters and $.23 for
the fourth quarter) in 1978. (Dividend figures are adjusted to
reflect the two-for-one common stock split of March 21,
1980.)

On February 19, 1980, the Board of Directors declared an
increase in the quarterly cash dividend on common shares to
$.27 or $1.08 on an annual basis. This rate represents a 17
percent increase ofer the amount paid in 1979. The first quar-
terly dividend of $.27 a share will be paid March 20 to share-
holders of record March 3.

During both 1979 and 1978, the annual share dividend for
Series B Preferred stock was $2.50 ($.625 per quarter). Divi-
dends paid during 1979 on the $2.90 Series Preferred stock
(which has an annual share dividend of $2.90 and a quarterly
dividend of $.725) totaled $1.935 (rounded) a share since
issuance on May 1.

Stock Information: Cooper Industries common stock
(symbol—CBE) is listed on the New York and Pacific stock
exchanges. Series B Preferred stock and $2.90 Series Pre-
ferred stock are listed on the New York Stock Exchange.

On February 19, 1980, the Board of Directors authorized a
two-for-one stock split of common shares. Common share-
holders of record on March 21 will receive one additional
share of common stock for each share held on that date.
Series B Preferred stock and $2.90 Preferred stock will be
convertible into twice the number of common shares as be-
fore the spilit.

The high and low quarterly sales prices for the past two
years of common and preferred shares, as reported in The
Wall Street Journal, (and not adjusted for the two-for-one
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stock split authorized in February 1980) are as follows:
1979 (by quarter)

COMMON ..ot e e aes
Series B Preferred...........coovvviiiiiiiiiiiiieene

$2.90 Preferred ........ccoovivinininiiiiie s

COMIMION L.ttt e et et eee e eeenaeaeeenaes

Series B Preferred...........cccoovviniiiiiiiiiiiiiieeeees

*Beginning May 1, 1979.

DAYTON MALLEABLE INC. (AUG)

COMMON STOCK PRICES AND DIVIDENDS PER
SHARE

Fiscal 1978 Price Range*
High Low Dividends
Quarter ended December 4............. 26 23 $.25
Quarter ended March 5................. 25Y% 20 .25
Quarter ended June 4 ................... 26 22V .25
Quarter ended August 31 ............... 27 22 .75
$1.50
Fiscal 1979
Quarter ended December 3............. 27 21 $25
Quarter ended March 4................. 24 21 .25
Quarter ended June 3 ................... 25 222 .25
Quarter ended August 31............... 25 19% .75
$1.50

*Common Stock trade Over-the-Counter (DMAL). Prices indicated are
the mean of bid and asked quotations.

KUHLMAN CORPORATION (DEC)

STOCK AND DIVIDEND INFORMATION

The common stock of Kuhiman Corporation is listed on the
New York Stock Exchange and is quoted daily by the Ex-
change in most of the major newspapers. The table to the
right shows the price range per share for the last two years,
and dividends declared per share for the two-year period.
There were 2,041,700 shares of common stock outstanding
at December 31, 1979 including 16,000 shares held in
Treasury.

Common Stock

Price Range
1979 1978
Quarter ............... High Low High
First..oooveveninnnnen. 16% 14% 15%2
Second................ 15% 13% 19%
Third.....ccoeneennnns 14% 12% 18%2
Fourth................. 13% 9% 172

*Extra Dividend

High
Low
High
Low
High
Low

High
Low
High
Low

Low
14
14%
16%

13%

$ 51.00
46.13
$170.00
168.00

$ 46.00
40.63
$157.50
150.00

1979
Amount

$.20
.20

.20
.20

$.80

$ 55.75
46.25
$182.00
180.00
$ 34.50"
31.63"

$ 60.00
43.00
$194.50
172.00

3

$ 60.50
53.63
$210.00
193.00
$ 37.00
33.75

3
$ 56.50
46.25

$196.00
196.00

Dividends Declared

Per Share

Date Paid
April 10
July 10

Oct. 10
Jan. 10
1980

1978

Amount
$.175
75
.25
175
.20
.25

$1.225

15

$ 66.25
56.00
$247.00
210.00
$ 39.50
34.75

$ 50.00
41.50
$155.00
155.00

Date Paid
April 10
July 10
Sept. 8
Oct. 10
Jan, 10

1979
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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 1979 financial
statements of the survey companies.

Industry Segments

BORG-WARNER CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Sales to major customers

Sales to Ford Motor Company were approximately 11% of
consolidated sales in 1978. No other single customer ac-
counted for more than 10% of consolidated sales in either
1979 or 1978.

Industry segments

Borg-Warner manufacturing operations are classified
among four principal industry segments: Air Conditioning,
Chemicals & Plastics, Industrial Products, and Transporta-
tion Equipment. General corporate assets primarily include
cash, marketable securities, and investments and advances.
The nature of continuing operations within each segment is

TABLE 1-3: SEGMENT INFORMATION

Number of Companies
1979 1978 1977
Industry segments

Revenue .........coovviviininiininnanes 457 445 324
Operating income or loss ............ 410 397 287
Identifiable assets..................... 452 444 307
Depreciation expense ................ 450 439 303
Capital expenditures.................. 443 432 299
Geographic areas
Revenue ..........cocevvineniininnenn. : 210 205 169
Operating income or loss ............ 174 168 118
Identifiable assets..................... 214 205 161
Depreciation expense ................ 20 24 19
Capital expenditures.................. 22 26 19
Export sales.........cceoveeieeniiniannns 88 101 59

Sales to major customers ............... 85 85 59

discussed in pages 4 through 12. Financial highlights for
these segments are as follows for the years ended December
31, 1976 through 1979.

Sales
(millions of dollars) 1979 1978 1977 1976

Air Conditioning... $ 570.3 $ 516.9 $ 439.2 §$ 352.5
HES oeveeeenanes 595.4 472.1 421.8 399.1

Industrial Products 552.3 4741 434.3 410.4
Transportation

Equipment ...... 986.5 844.5 718.5 652.4
Sales of seg-
ments........ $2,704.6 $2,307.6 $2,013.8 $1,814.4
Earnings

Air Conditioning... $ 24.5 $ 425 $ 409 $ 254
Chemicals & Plas-

1([2-JOP 56.6 43.4 241 37.0
Industrial Products 79.5 71.5 71.0 53.3
Transportation

Equipment ...... 81.9 89.2 .9 64.5
Operating profit of

segments ....... 242.5 246.6 207.9 180.2
Financial Services. 211 16.1* 12.8* 10.6*
Protective Ser-

Vices ............ 6.2* 1.9*

Affiliates at equity 8.7 6.9 4.9 .8
General corporate

expense ........ (22.7) (24.1) (25.4) (17.9)

Interest expense .. (33.1) (26.7) (25.8) (26.0)

Earnings before
taxes of con-
tinuing oper-
ations ........ $ 2227 $ 220.77 $ 174.4" $ 1477
*Earnings for the financial and protective services companies are
reflected on an after tax basis.
Identifiable assets
Air Conditioning... $ 257.0 $ 226.7 $ 198.7 $ 1843
Chemicals & Plas-

{1 OO 303.6 262.2 241.4 222.7
Industrial Products 314.0 281.0 242.9 222.5
Transportation

Equipment ...... 479.0 398.7 353.7 344.8

Identifiable assets

of segments.... 1,353.6 1,168.6 1,036.7 974.3
Financial Services. 156.5 134.4 115.7 104.8
Protective Ser-

Vices............ 125.1 121.7 112.0
Affiliates at equity 413 34.3 29.3 23.7
General corporate

assets........... 140.2 1771 140.8 228.1

Identifiable as-

sets of con-
tinuing oper-
ations ........ $1,816.7 $1,636.1 $1,434.5 $1,330.9

Capital expenditures and depreciation by industry segment
are as follows for the years ended December 31, 1976
through 1979.



Capital expenditures
(millions of dollars)

Air Conditioning...
Chemicals & Plas-

Industrial Products

Transportation
Equipment ......

Corporate .........

Total ...........
Depreciation
Air Conditioning...
Chemicals & Plas-

Industrial Products

Transportation
Equipment ......

Corporate .........

Total

1979
$11.2

33.0
26.4

54.2
5.9

$130.7
$ 6.4
15.0
1.3

24.2
2.7

$59.6

Geographic segments

Borg-Warner sales, operating profit, and identifiable assets
by major geographic area are summarized as follows for the
years ended December 31, 1976 through 1979.

Sales undffiliated cus-
tomers
(millions of dollars)

United States......
Australia ..........
Canada ............
Europe
Other foreign......
Total continuing
operations ...

Sales inter-segment
United States......
Austrdlia ..........
Canada ............
Europe
Other foreign......

Total continuing
operations ...

Operating profit
United States......
Austrdlia ..........
Canada ............ :
Europe
Other foreign......

Total continuing
operations ...

Identifiable assets
United States......
Austradlia ..........
Canada ............
Europe
Other foreign......

Total continuing
operations ...

1979

$1,910.7
198.1
134.3
454.9
6.6

$2,704.6

$242.5

$ 850.3
112.5
68.0
318.9
3.9

$1,353.6

1978 1977
$ 91 $ 89
46.9 22.5
22.2 16.8
30.7 23.0
5.0 2.3
$113.9 $73.5
$6.2 $5.5
14.9 13.3
10.0 9.8
210 20.4
2.2 1.3
$54.4 $50.3

1978 1977

$1,674.3 $1,478.8

166.7  145.6
107.0  100.3
355.2  285.0
4.4 4.1
$2,307.6 $2,013.8
$65.7  $57.6
.8 .3

2.6 1.0
5.1 3.6
$74.2  $62.5
$195.9  $179.8
19.6 17.6
11.0 7.5
20.3 3.0
(.2) —
$246.6  $207.9

$ 746.7 $ 680.6

101.9 86.5
46.7 40.2
270.5 266.7
2.8 2.7

$1,168.6 $1,076.7

Segment Information

1976
$ 3.5

6.6
12.0

12.9
6

$35.6

$4.9

10.9
7.5

19.1
5

$42.9

1976

$1,288.2
150.7
97.0
254.4
241

$1,814.4

$54.7

—w
—~owvow

$60.4

$148.8
17.1
10.4

(1.4)
$180.2
$606.7

86.9

44.0

2171
19.6

$974.3
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CERTAINTEED CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Significant Accounting Policies:
Industry Segments

The Company's industry segments are building materials,
fiber glass products, and piping products. “Building materi-
als” is comprised of the manufacture and sale of roofing, vinyl
siding and millwork products and the wholesale distribution of
these and other materials. “Fiber glass products” is com-
prised of the manufacture and sale of residential, industrial
and automotive insulations and fiber glass reinforcements.
“Piping products” is comprised of the manufacture and sale
of PVC and asbestos-cement piping and the jobber distribu-
tion of pipe and pipe system components.

Reference is made to the separate schedule included in
this report on page F-18 entitled “Financial Information About
Industry Segments.” The information included in that
schedule for 1979 and 1978 is an integral part of the financial
statements.

FINANCIAL INFORMATION ABOUT INDUSTRY SEG-

MENTS
1975 1976 1977 1978 1979
(Dollars in Millions) Unaudited
Net Sales:
Building materials............ccoiuiiiiiiiiii e $257.8 $306.8 $353.6 $376.7 $402.8
Fiber glass products ............ccooiiiiriiniiiiii e 159.4 198.6 258.0 280.2 259.7
PIping Products .......oouiiiiiii it aa s 140.3 166.8 216.5 254.7 275.6
Intersegment sales...........coooviiuiiiiiiiniiiiiii e (4.5) (7.2) (10.0) (16.2) (21.9)

$553.0 $665.0 $818.1 $895.4 $916.2

Operating Profit:

Building materials.............cccoiuiiiiiiiiii e $ 29.3 $ 37.7 $ 455 $ 45.8 $ 42.0
Fiber glass products .........covuiuininiiieeeiiiei et 29.2 33.1 54.1 31.5 (13.3)
Piping products ........ouiiiiiiiiiiii e 8.8 11.9 18.5 27.9 25.9
67.3 82.7 118.1 105.2 54.6

General COrporate EXPENSES .........c.vuueeeniiernenrenanersererieinenerenaeaeens (6.0) (7.4) (10.6) (14.7) (11.9)
61.3 75.3 107.5 90.5 42.7

Interest expense, net of interest income ............cccoeviiiiiiiiiiiniiinnns (12.3) (11.9) (12.5) (11.9) (21.6)
Other INCOME, NET ... .o.iuinitiireiiiieiieie e e e reenenanes 2.2 4.7 2.4 10.4 2.6
Profit before inCOMe 1aXeS .........coevviriiiiiiiiiieiieiiireeneenenen $ 51.2 $ 68.1 $ 974 $ 89.0 $ 23.7

Depreciation and Amortization:

Building materials.............ccoooiiiiiii $ 3.9 $ 4.2 $ 44 $ 5.6 $ 6.6
Fiber glass products ..........oceivniniriririiiiieeeiii e e e riane 8.1 9.0 13.9 19.3 30.5
Piping products ........c.oiuiiiiii e 5.6 6.3 7.0 7.1 6.7
General COrPOTaTR ........evuieeineniteeeie e ie e et ee e e e ae e .4 .6 1.1 .9 1.1

$ 18.0 $ 201 $ 26.4 $ 32.9 $ 449

Capital Expenditures:

Building materials..........c..cooeiiiiiiiiii e $ 50 $ 124 $ 20.8 $ 15.3 $13.7
Fiber glass products .......c.eveeiniiiirtiiiiiei e e eaes 17.2 38.3 49.6 118.1 58.7
Piping praducts ........c.ioiiiiii e 6.7 3.4 6.7 8.7 12.5
General COMPOTATE .....vuiuirererreitiireeeereeeenenenenereneerenaenerananannes 2.0 6.6 4.3 3.4 1.6

$ 30.9 $ 60.7 $ 81.4 $145.5 $ 86.5

Identifiable Assets at end of year:

Building materials.........coovevriiiiiiiiiie e $112.1 $126.9 $145.7 $170.1 $169.3
Fiber glass products ..........cc.oeiiiieniiiiii e 136.1 169.5 218.6 307.6 341.0
Piping products ......ouueniinieiii e 109.8 116.1 131.3 146.1 159.7
General corporate (includes short-term investments)...............c.......... 70.9 62.3 115.7 45.9 50.3

$428.9 $474.8 $611.3 $669.7 $720.3
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DIAMOND INTERNATIONAL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 14 (in part): Other Matters
Financial Data by Business Segments appears on pages
30 and 31.

FINANCIAL DATA BY BUSINESS SEGMENTS

(in millions of dollars)

Inter- Net

Total Segment Customer

1979 Sales Sales Sales
Lumber .......coiviiiinnn $ 155 $20 $ 135
Retail .......covenieninianss 356 1 355
Packaging ................... 464 2 462
Pulp and Paper .............. 199 n 188
Specialty Printing ............ 66 — 66
Other ..ccovvvnviniiiennenneee 83 6 77

Total Segments............ $1,323 $40 1,283
Corporate Office .............

Interest Expense .............

Total .ooevvveiieeeeinnn, $1,283
Total Foreign included above $ 83
1978
Lumber .........cooooiiinniis $ 151 $19 $ 132
Refail ......cccovvneniinenne. 248 1 247
Packaging ................... 424 3 4
Pulp and Paper .............. 173 10 163
Specialty Printing............ 69 — 69
Other .....oevvivneiniinnneee 80 4 76

Total Segments............ $1,145 $37 1,108
Corporate Office .............

Interest Expense..............

Total ....cccvvviinninnenn. $1,108

Total Foreign included above $ 74

Depreciation,

Operating Total Capital Depletion,
Income Assets Expenditures Amortization
$ 18 $ 77 $7 $7
28 141 9 3
33 298 48 16
8 201 26 n
n 37 1 1
7 38 3 2
105 792 94 40
(3) 28 2 1
9
$ 93 $820 $96 $41
$ 13 $ 59 $2 $4
$ $ 77 $7 $7
19 140 5 2
31 247 23 15
15 181 20 10
10 34 1 2
5 42 1 1
101 Al 57 37
(4) 31 1 1
(5
$ 92 $752 $58 $38
$ N $ 50 $2 $4

FMC CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11: Industry segments

FMC operates worldwide in six industry segments: food
and agricultural machinery and chemicals; industrial chemi-
cals; material and natural resources handling equipment;
construction and power transmission products; government
and municipal equipment; and special products. The opera-
tions in each of these segments are described on pages 20
and 21 of this annual report.

Industry segment sales include both sales to unaffiliated
customers and intersegment sales which are recorded at
normal selling prices. Such intersegment sales are not signif-
icant to the total revenue of any individual industry segment.
Operating profit is defined as total revenue less operating
expenses. In computing operating profit, none of the follow-
ing items have been added or deducted: general corporate
income and expenses, interest expense, income taxes,



20

equity in net earnings of affiliated companies, or minority

Section 1: General

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 companies.

No single customer accounted for more than 10% of sales
in 1979 or 1978, except for various agencies of the U.S.
government which in the aggregate totaled $337,433,000 in
1979. In 1978, sales to these agencies aggregated
$286,929,000. These sales were made primarily by the gov-
ernment and municipal equipment segment.

Operations by indus-
try segment
(Dollars in thousands)

Food and

agricultural

machinery

and

chemicals

Year ended

December 31, 1979:

Sales ................. $617,309

Operating profit...... $ 41,640
Other* ...............
Income before income
taxes...............

Identifiable assets.... $455,199

Corporate assefs.....

Total assets at De-
cember 31, 1979.

Depreciation ......... $ 24,152
Capital expenditures. $ 35,860

Year ended
December 31, 1978:

Sales ................. $536,801

Operating profit...... $ 49,566

Other* ...............

Income before income
taXeS.......ou.n....

Identifiable assets.... $411,460

Corporate assefs.....

Total assets at De-
cember 31, 1978.

Depreciation ......... $ 21,776
Capital expenditures. $ 31,365

Industrial
chemicals

$762,273
$ 86,615

$710,231

$ 46,811

$144,923

$680,151

$ 84,282

$584,103

$ 40,761
$ 89,970

Material and
natural
resource
handling
equipment

$726,159
$ 44123

$372,013

$ 11,853

$ 30,294

$658,095

$ 64,7N

$354,148

$ 10,501
$ 20,733

Construction
and power
transmission
products

$559,928
$ 21,206

$410,364

$ 16,037

$ 36,136

$458,237

$ 21,244

$394,081

$ 14,914
$ 28,757

Government
and
municipal
equipment

$525,196
$ 63,782

$172,460

$ 6,197

$ 25,987

$500,092

$ 51,085

$127,330

$ 5,69
$ 15,386

Special
products

$139,113
$ 6,636

$ 66,373

$ 2,258

$ 42

$106,099

$ 3,697

$ 60,166

$ 2,097
$ 2,920

Eliminations
$(22,494)

$ 375

$ (999)

$(26,709)
$ (584)

$ (1,372)

FMC
consolidated

$3,307,484
$ 264,377
(69,387)

$ 194,990

$2,185,642
249,132

$2,434,774

$2,912,766
$ 274,081
(64,815)

$ 209,266
$1,929,916
318,912

$2,248,828

“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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GENERAL MILLS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note Sixteen: Segment Information

General Mills classifies its operations into five major prod-
uct segments—Food Processing; Restaurant Activities;
Creative Products; Fashion Activities; and Specialty Retailing
and Other. These segments are similar to those which have
been reported in prior years as “Major Product Groups” ex-
cept that Fashion Activities was previously reported as part of
Apparel, Accessories, Specialty Retailing and Other; and
Crafts, Games and Toys has been renamed Creative Prod-
ucts.

Data for General Mills’ product segments are shown below.
Both transfers between segments and export sales are im-
material. Corporate expenses include interest expense, profit
sharing and general corporate expenses. Corporate assets
consist mainly of cash, time deposits, marketable securities
and investments in unconsolidated companies.

Specialty
Retailing
and Other

276.4
15.7
135.1
13.0
3.2

Consolidated

(in Millions)
Food Restaurant Creative Fashion
Processing Activities Products Activities
Fiscal 1979
Sales ...ooviiiiiiiiinanen, $2,062.4 436.3 609.5 360.4
Operating profits.......... $ 193.2 42.6 59.7 20.3
Identifiable assets......... $ 686.5 217.3 387.5 241.2
Capital expenditures...... $ 68.9 31.0 25.9 9.8
Depreciation expense .... $ 31.9 1.9 18.8 3.7
Fiscal 1978
Sales ......oceeiiiiininnnn. $1,861.6 354.9 492.3 298.1
Operating profits........... $ 169.0 35.9 62.7 39.5
ldentifiable assets......... $ 673.8 193.6 337.2 202.0
Capital expenditures...... $ 58.2 34.5 26.0 10.2
Depreciation expense .... $ 26.6 8.7 13.3 2.8
(@ Includes $1.8 relating to the discontinued Specialty Chemicals operations.
A summary of sales, profits and indentifiable assets, by
geographic areas in which the company operates, is shown
below. Transfers between areas are not material.
(In Millions)
Other Unallocated
Western Corporate
U.S.A. Hemisphere Europe Other Items
Fiscal 1979
Sales ............ $3,187.5 161.8 377.8 17.9 —
Operating profits  $ 299.4 16.6 14.20) 1.3 (67.7)
Identifioble as-
sets ........... $1,384.2 97.6 172.6 13.2 167.6
Fiscal 1978
Sales ............ $2,735.6 152.8 339.0 15.6 —
Operating profits  $ 286.5 1.7 16.1 1.3 (70.4)
Identifiable as-
sets ........... $1,245.7 90.5 191.1 7.0 78.4

(@) Includes the $4.4 gain an the sale of Smiths U.K. (see Note 12).

Total

3,745.0
263.9

1,835.2
3,243.0
245.2

1,612.7

General
Corporate
ltems

(67.6)
167.6
5.5
1.0

(70.4)

78.4
6.6(0)

2.0

21

Consolidated
Total

3,745.0
263.9
1,835.2
154.1
70.5

3,243.0
245.2
1,612.7
140.5
56.1
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HARSCO CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 13: Information by Industry Segment and Geo-
graphic Area

The following financial information is presented in accor-
dance with the provisions of Financial Accounting Standards
Board Statement No. 14:

INDUSTRY SEGMENT
(In millions) 1979 1978
Net Sales to Unaffiliated Customers

Primary Metals ........................ $317.4 $268.1
Construction.........ovveiviiiinnnns 264.9 2241
Fabricated Metals...................... 236.2 170.7
Defense.......cccocevvininininiiiininns 126.8 151.9
Total covinreiiiiiiceas $945.3 $814.8
Segment Operating Profit
Primary Metals ........................ $ 47.2 $ 47.9
Construction .......coevvviiinininnnnens 21.8 20.2
Fabricated Metals...................... 28.5 20.0
Defense........coveeenininininnnnnnns 10.4 6.5
Subtotal.......ooviiiiiii 107.9 94.6
General corporate expense, net...... 4.2) (2.8)
Interest income, efc., net............. 9 1.8
Interest expense.....................e. (8.9) (7.0)
Equity in net income of unconsolidated
foreign companies .................. 3.5 3.5
Income before provision for income
PAXES . e ererinenrieerinineinnenss $ 99.2 $ 90.1
Identifiable Assets at December 31
Primary Metals ........................ $171.6 $151.2
Construction ........coceveeviienennnnn. 141.4 111.7
Fabricated Metals...................... 144.2 94.7
Defense.......cccoovvvvviiiiininininenns 64.7 58.8
Subtotal......coeviniiii 521.9 416.4
Corporate assets....................... 40.9 53.7
Investments in unconsolidated foreign
COMPANIES . ..eeenevrneenanaanannens 11.2 10.0
Total assets ..........coevvveeninnnnns $574.0 $480.1
Depreciation
Primary Metals ................eeneen $ 18.3 $ 16.7
Construction........ccovvveneininennne. 9.4 7.6
Fabricated Metals...................... 3.9 2.8
Defense.........coevvvvvniierininnnnnn. 1.4 1.1
Corporate........ccovevvinininenannnne i .2
$ 33.7 $ 284
Capital Expenditures
Primary Metals ...............coeeiiee $ 30.2 $ 247
Construction........cvvvvivevnininnnnnns 26.3 8.4
Fabricated Metals* .................... 7.9 5.1
Defense........coovveveviieeninennennnns 3.1 6.5
Corporate........cooeveinininieninnnns 3.9 .2
$71.4 $ 449

*Excludes property, plant and equipment from acquired companies of
$9.4 and $2.5 for 1979 and 1978, respectively.
Segment operating profit is total identifiable sales, interest
income and other income (net) less operating expenses. In

computing segment operating profit, the following items are
excluded: general corporate expenses and revenues, inter-
est expense, income taxes and equity in net income of un-
consolidated foreign companies. Identifiable assets are those
assets used in each segment. Corporate assets are princi-
pally cash, short-term investments and property. There are
no significant intersegment sales.

GEOGRAPHIC AREA

(In millions) 1979 1978
Net Sales to Unaffiliated Customers

United States.............oeevvnenenen. $860.5 $753.8

International..........c.coevveininnn.n. 84.8 61.0

Total cevenininiiiieeeiiiieeeae, $945.3 $814.8

Geographic Operating Profit

United States..........c..couvvveenenen. $ 87.0 $77.8
International............cccooviinnnis 20.9 16.8
Total o $107.9 $ 94.6
Identifiable Assets at December 31
United States...........ccovenveninnnn, $455.4 $377.3
International..............coenvnvennnnn. 66.5 39.1
Total .o $521.9 $416.4
Export Sales and Major Customer Infor-
mation
Export sales from the United States . $ 28.8 $ 29.0
Sales to U.S. Government agencies.. $122.6 $136.0

JOHNS-MANVILLE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS .

Note 12: Business Segment Informatioh

See “Results By Major Business Segments and Geo-
graphic Areas” on pages 26 and 27 for summarized financial
information relating to the Company’s operations in different
businesses and geographic areas during 1979 and 1978.
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RESULTS BY MAJOR BUSINESS SEGMENTS AND
GEOGRAPHIC AREAS
(All figures are in thousands)

The following tables summarize financial information relat-
ing to the Company’s operations within different industries:
Years Ended December 31

1979 1978 1977 1976
Revenues:
Fiber Glass ProductS. .........covveiiriieiieiiii et eieeeeeeneareeenennes $ 573,198 $ 514,287 $ 407,242 $ 357,823
FOrest Products (€) .....ouerirenieeiiintieieiieeenereeeeeieeeneeearaenenenaes 497,398
Pipe Products and SyStems ............ccuuiiieeiiiiiniiiiiiniiieei e 304,856 303,334 273,512 217,526
ROOFING ProduCtS ........vveiiiiiiin ettt e 272,677 253,807 203,612 171,197
Non-Fiber Glass INSUlAtiONS .........oeeneiniiiii e ineaeees 267,862 231,190 195,223 158,721
Asbestos FIber .....vvineinii s 168,199 157,29 160,682 154,625
Industrial and Specialty Products and Services.............coeveeiniiiiieiaiins 308,390 290,845 301,173 309,450
Corporate revenues, net (f)..........ccoeieiiiniiiiiiiiiii 11,020 19,894 12,447 (22,574)
Elimination of intersegment sales (@)...........c.c.ocevviiniiiiiiiiniiiiiiinenene. (106,238) (94,059) (74,096) (55,568)

$2,297,362 $1,676,589 $1,479,795 $1,291,200
Income From Operations:

Fiber Glass ProdUCES.........oevuiueriveereniniireeiererseieneeanentaraeaneneaesaes $ 95,650 $ 107,279 $ 81,661 $ 59,823
FOrest ProdUucts (B) .......vuveeireeieiereeiiersenirereearaeaeetenentaieaenanionenss 50,320

Pipe Products and SySTemS .........c.cevvemiinieniiiiiiiniiiiieeieie e 17,983 25,861 23,552 (2,688)
ROOFING ProduCTS ... ..cvueeeiie it 14,360 23,219 13,754 8,363
Non-Fiber Glass INSulations ...........coeviiiiiiiieirieer i irencieiaens 27,190 35,484 28,237 18,457
Asbestos FIber .......ouviiieii i s 56,477 54,592 59,815 60,237
Industrial and Specialty Products and Services..............ooeviiiiiiiiiianienee 43,474 35,91 25,431 18,741
Corporate expense, net (F) .........oooeiiniiiiiiiiiii e (23,436) (22,97) (24,290) (48,556)
Eliminations and adjustments (€)..........ccveiiiiiiiiiiniiiiniii e (1,751) 944 3,492 1,997

$ 280,267 $ 260,319 $ 211,652 $ 116,374
Depreciation and Depletion:

Fiber Glass Products...........cuerirerireeiiiniieierenrareeeeenenaaeneneneenenans $ 21,474 $ 17,995 $ 13,716 $ 10,598
Forest Products (€) ...v.ovevevevrinenieererniiineerereeiencneiarieniareaiaenieness 26,921

Pipe Products and Systems ..........c.icveuieiieniiiiiiiiiii e 5,996 5,629 5,698 5,795
ROOFING ProdUCTS .......iuiiiieiieeiie e e et e e e e eai e ean e eaeanes 2,343 1,964 1,818 1,688
Non-Fiber Glass INSUlatioNS .........cccoiieuiriiiiiiieeiienieeen i eenees 5,548 4,554 4,175 4,149
ASDESI0S FIDBI ..o\ttt it a e 5,891 5,856 5,674 4,743
Industrial and Specialty Products and Services..............coocvvieiiiiininnnnn. 4,872 4,343 5,198 5,274
(0T T |- PPN 1,798 2,060 2,296 2,156

$ 74,843 $ 42,401 $ 38,575 $ 34,403
Additions to Property, Plant and Equipment:

Fiber Glass Products............oiuieueiiniiiiiieeie e eenre et reneeenenneanes $ 84,740 $ 109,554 $ 57,70 $ 20,224
FOrest Products (B) .......oovveirieeiirreeeniieeiinneeeeeneneereneaeerenansacuoness 35,793

Pipe Products and Systems .............ccoeiiiiiiiiiiiiiiiii e 14,280 8.515 6,624 8,685
RoOfiNg Products..........ceveuiiiiiiiiiiiieiiiiiiciici e 11,497 5,065 3,707 4,034
Non-Fiber Glass INSulotioNs ...........cocviiiinieiiiiiiiiens © 23,313 19,923 6,974 5,579
Asbestos FIDEE ..........oeuiiniiiiii i 5,440 10,761 10,232 9,419
Industrial and Specialty Products and Services...........c..cooevvuiniiiininininn, 9,264 12,416 9,389 10,693
COMPOTTIR ..o eeetaenetiieiereeteen et treteaeaneneastasenetetnentantaraneneneneanns 4,994 7.773 5,436 14,433

$ 189,321 $ 174,007 $ 100,153 $ 73,067
December 31

1979 1978 1977 1976
Assets:
Fiber Glass Products.........ovviveieuieenenninineiieieneraeeeneinenenrenesnenns $ 561,625 $ 474,575 $ 361,545 $ 308,043
FOrest Products (8) ......cceeeeneieiiiiiieiriiieiriieienereeeitieieneneaieenennes 826,447 805,798
Pipe Products and Systems .......cc.vuveiiiiiiriiirreeee e 193,303 204,440 197,138 188,772
Roofing Products........couinieiiiiri i 112,11 92,288 83,404 72,838
Non-Fiber Glass INSuUlations ..........couevriiiiiiiieiiieiieeneiereireeneieennenes 190,612 156,990 130,868 122,265
Asbestos FIDEr ... ..o e 146,045 137,232 141,034 129,582
Industrial and Specialty Products and Services............coccvinieieniinininnnnns 190,419 188,863 177,199 194,078
Corporate (d)......ouieeeiiniei ettt 208,688 245,630 321,494 245,326
Eliminations and adjustments (C).........ocevinieiiineiiiiiiiiiieeans (104,870) (88,861) (78,882) (72,704)

$2,324,380 $2,216,955 $1,333,800 $1,188,200
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The following tables set forth the Company’s operations by

geographic area:
Years Ended December 31

1979 1978 1977 1976
Revenues:
1Ty 0 IR 1o -1 PO PR $1,802,860 $1,315,728 $1,147,680 $ 997131
L0 T 1 TP 289,117 267,007 270,510 267,623
OV SBAS «.uvuvreseeeeeesiteneeeereneniererenentenenesstnenerensisenensnsaresenensnss 308,751 195,400 152,436 148,312
Corporate revenues, net (f)..........couviiieiiiiiiiiiiiieiii e venenenene 11,020 19,894 12,447 (22,574)
Elimination of intergeographic sales (b)............ccoveviiiiiiiiiiiiiiineennnnens (114,386) (121,440) (103,278) (99,292)

$2,297,362 $1,676,589 $1,479,795 $1,291,200
Income From Operations:

United SHOTES .. ..eeniiii i aes $ 192,540 $ 185,227 $ 157,902 $ 84,723
L0011 T PPN 57,366 61,456 54,571 53,987
L0 T 3T L 55,845 35,668 19,978 24,254
Corporate expense, net (f) ..........coveiniiiiiiiii e eaens (23,436) (22,971) (24,290) (48,556)
Eliminations and adjustments (€)........c.oveviiiirnieniinniieiieeiierieeneieeanes (2,048) 939 3,49 1,966

$ 280,267 $ 260,319 $ 211,652 $ 116,374
December 31

1979 1978 1977 1976

Assets:
United StaTES ...t tiet it eeaens $1,661,749 $1,538,673 $722,479 $ 676,011
CaNOAG. - et eeaaaa 229,598 210,174 216,162 206,850
OV BTSBUS «euvieetintteninie et eteteeeetenenrneneeenerenenreseneerresrneneanenens 328,998 311,238 152,734 132,935
CorPorate (d).....evrereniiniiiiieetieee e e e e eaanan 208,688 245,630 321,494 245,326
Eliminations and adjustments (C)...........oevivviniiiiniiiieirieie e (104,653) (88,760) (79,069) (72,922)
$2,324,380 $2,216,955 $1,333,800 $1,188,200

Notes:

o/ Intersegment sales were as follows
(at prices approximating market):
Years Ended December 31

1979 1978 1977 1976
Fiber Glass Products............eiuiiueiueeuniieieiiieieeineieieeieeeaereeeennas $ 46,725 $ 32,666 $ 20,626 $13,304
ROOFING ProdUCES ... cuiviitiiiiit e ae s 539 504 530 255
Asbestos FIDEr ..........veuiiuiiniiiiiiie e 36,565 41,109 35,308 29,186
Industrial and Specialty Products and Services................cccoeviiieniininnns 22,409 19,780 17,632 12,823
$106,238 $ 94,059 $74,096 $55,568
b/ Intergeographic sales were as follows
(at prices approximating market):
United STOTeS .....ienee i eaes $ 34,649 $ 28,679 $ 28,751 $33,363
€aNAAG. it ans 77,459 85,339 72,477 65,601
OVEISEAS ....vnneeiieeniteerieire et etneterasensttearesteeneetneaneenaennenns 2,278 7,422 2,050 328
$114,386 $121,440 $103,278 $99,292

¢/ Includes the elimination of intersegment and intergeographic inventory profits and the adjustment of business segment and geographic inventories,
which are carried at standard costs, to the historical inventory bases used in consolidation.

d/ Corporate assets are principally cash, marketable securities, prepaid income taxes, investments in and advances to associated companies, and the
assets of the real estate subsidiary.

e/ The “Forest Products” segment was acquired in a purchase acquisition of Olinkraft, Inc. and has been included in the consolidated balance sheet at
December 31, 1978. The results of the Olinkraft operations have been consolidated in the statement of consolidated earnings beginning January 1,
1979.

f/ Includes a $30 million charge in 1976 for asset dispositions, reduction of intangibles and Flextran pipe claims.

LIBBEY-OWENS-FORD COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note N: Business Segments and Foreign Operations

Financial data concerning the Company’s business seg-
ments and foreign operations for 1979 and 1978 are pre-
sented on pages 16-18 of this report and should be consid-
ered a part of these financial statements.
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BUSINESS SEGMENTS INFORMATION

The company operates in three principal industries: Glass
Division—flat glass products principally for the transportation
and construction industries; Aeroquip Corporation—fluid
power and fluid system components serving many major
markets including aircraft, aerospace, marine, construction,
mining, logging, machine tool, farm and transportation
equipment; LOF Plastics Inc.—laminated and molded plastic
products for the transportation, construction and furniture in-
dustries. The company’s organization and management re-
sponsibilities are structured in a similar manner. Refer to the
inside front cover of this annual report for further information
about the company’s business, products and markets.

Operating earnings are net sales less operating expenses,
excluding interest and general corporate expenses. General

corporate expenses include corporate officers’ salaries and
related expenses, general legal expenses, proxy and related
shareholder costs less corporate earnings. Identifiable as-
sets by business segment include all assets directly identified
with those operations. Corporate assets consist primarily of
cash, short-term and other investments, corporate headquar-
ters building and related assets.

Sales from all of the company’s business segments to
domestic and foreign operations of General Motors Corpora-
tion and its affiliates were $342.0 million in 1979, $342.1
million in 1978, $341.2 million in 1977, $311.1 million in 1976
and $225.2 million in 1975.

Following is a tabulation of business segment information for
each of the past five years 1979-1975 respectively. Also see
notes to Consolidated Financial Statements.

Year Ended December 31

1979 1978 1977 1976 1975
“(In Millions)
Net Sales
Glass DiviSion .......c.oeviiiviiniiiiiriieiieeieeeaenans $ 630.5 $ 617.9 $574.2 $527.8 $408.7
Aeroquip Corporation.............coeeeueeeninirininierinennnns 419.9 340.9 2771 240.2 226.1
LOF Plastics INC. .....c.uvvnieninneininniiieieiieienneieanns 148.1 142.5 121.8 99.5 46.5
Other....c.ooeiiiiii i 12.0 7.4 71 5.2 3.8
Eliminations—Intersegment .............c.cccovvvviniinnnnnen. (2.4) (1.6) (1.5) (1.2 (1.0)
Total Sales .......oovviviiieniiiiiiiiieiinr e $1,208.1 $1,107.1 $978.7 $871.5 $684.1
Operating Earnings
Glass DiviSion .........coeveveiniiiieiiiieieeee s $ 44.7 $ 49.2 $ 61.6 $74.0 $ 26.0
Aeroquip Corporation............cceuveeriinininneniinennens. 55.2 51.1 39.4 344 29.3
LOF Plastics INC. .......ouveniniiiitiiiiiieieeeeee e, 10.7 10.9 1.1 7.5 0.0
Other. .. 1.8 1.1 0.9 0.3 (0.5)
Total Operating Earnings .............c..cooiiiiiiiini.. 112.4 112.3 113.0 116.2 54.8
Corporate Expenses—Net............ccoeveeiiiiiiiiiiinnnnn.. 4.1) (2.9) (3.0) 2.7) 0.3
Interest EXpPense .........ocvivieiiiiiiiniiieiiieieeieeeens (16.0) 9.5) 8.2) (8.4) (11.0)
Equity in Undistributed Earnings of Affiliates.................. 1.1 33 1.0 0.4 1.0
Provision for Plant Closing CostS............c.cvvverreerunnns. (12.0)
Gain on Sale of Securities ..............cceviiiiiiiiiiiennnn.. 16.9 5.8
Earnings Before Income Taxes..............coeeuvvvinenns $ 934 $ 108.1 $102.8 $105.5 $ 50.9
Identifiable Assets
Glass DiviSION .........eeiiniiiiiiiiniiiieiieeeeieiennes $ 423.0 $ 3374 $318.6 $290.8 $294.4
Aeroquip Corporation............cceuveveneiiieneiieneinene. 309.0 262.6 216.6 191 180.9
LOF Plastics INC. ......vveninnneriniiiieiieeineiinecineennnens 67.9 711 7.4 59.8 58.4
Other... ... 9.3 7.9 6.4 6.6 4.9
General corporate Gssets ..............ceveeiieuniiiiennns 21.7 34.4 29.9 70.0 27.0
Investment in affiliates .................coviiiiiiiiininan, 13.8 11.9 9.4 7.9 7.5
Total ASSEIS ....cuvvneneiniiiiiiiiieiiie e eeieeeaneaas $ 844.7 $ 7253 $652.3 $626.2 $573.1
Depreciation Expense
Glass DiviSioN .........couevuiiiiiiiiiieiieiii e, $ 242 $ 220 $ 20.9 $ 225 $ 22.8
Aeroquip Corporation...............cevveiiiiiineniniiennnns. 8.4 6.8 6.3 6.0 5.4
LOF Plastics INC. .....c.ovuiviiiiiiiiiiiiieiicieeeiee s 3.4 3.5 3.2 3.2 1.8
Other. ..o 0.5 0.4 0.3 0.3 0.3
General corporate assets ...........cccveuveriinienneinnnens 0.7 0.6 0.6 0.4 0.5
Total Depreciation EXpense ............ccccevvvevvinininnns $ 37.2 33.3 $ 31.3 $ 324 $ 30.8
Capital Expenditures
Glass DiVISION .....vuvninininiiiiiiiiiceiieeeeeae, $ 97.5 $ 423 $ 21.6 $ 141 $ 49
Aeroquip Corporation............c..vevueieeeniinenneinnennnn. 26.3 15.5 9.6 7.4 8.7
LOF Plastics INC. ......cvvvneniniiiiiiiiieiececeaen 3.9 2.8 7.8 2.1 12.2
Other. ..o 0.6 1.2 0.6 0.3
General corporate assets ..............cccceevrereeneninnnns 0.1 2.2 ' 0.3
Total Capital Expenditures .....................ccoevnene, $ 1284 $ 64.0 $ 39.6 $ 24.2 $ 25.8
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FOREIGN OPERATIONS

The following summary of financial data pertains to the
company and its foreign operations. The geographic group-
ings of foreign operations have been based on similarities of
business environments and geographic proximity.

United
(In Millions) States
1979
Sales to unaffiliated customers ..................cceenne $ 978.8
Transfers between geographic areas ...................... 28.6
Total Sales ..oeevininiriiii e $1,007.4
Net earnings (10SS) .........cccoevvvviiiiiiiiiiniiiinennnnn $ 340
Identifiable aSSets.........cccvevviiiieiiiiiiiiieees 648.5
Total ASSETS o..uineririii i eaeaeas 726.0
Total liabilities ...........cocoeviriiiiiiiiiniie, 288.6
1978
Sales to unaffiliated customers ....................ccveeee. $ 924.8
Transfers between geographic areas ...................... 24.1
Total Sales ..vveenii $ 948.9
Net @arnings ......c.ocovuvinieriniininiiieieiieneeineenees $ 50.7
Identifiable assets............ccocveviiiiiiiiiiie, 563.0
Total ASSETS ..vinenririiiiinini e eneaas 636.9
Total liabilities ........coovieiriiiiiiiii s 214.6
1977
Sales to unaffiliated customers ...............ccoevvennnne. $ 8144
Transfers between geographic areas ...................... 29.6
Total Sales .......cuevnineiiiniiiiiiiiir e $ 844.0
Net @arnings ........oevevineneereniiniiieiinreinenenanennns $ 47.7
Identifiable assets........c.oeviiiiiiiiniiiiens 522.5
Total ASSEIS ..viueeiriiiiiiee e 585.4
Total liabilities ........ccoceiviniriiiiiiiiceeene, 186.1
1976
Sales to unaffiliated customers ................coceeivnens $ 7271
Transfers between geographic areas ...................... 24.5
Total Sales ....c.ovvineieiii e $ 751.6
Net @arnings «....oovvvireiiiiiiiiiieiirtrererneiieenens $ 454
Identifiable assets..............ccoiiiiiiiiii e 509.5
TOtal ASSES cvvvireriieireiiiiirieiei et ieieereaenens 568.4
Total liabilities .......ccovviiiiii e 193.3

Total sales by geographic area (before eliminations) in-
clude both sales to unaffiliated customers and transfers be-
tween areas. These transfers are accounted for at prices
comparable to unaffiliated customer prices.

United States sales include export sales to unaffiliated
foreign customers of $51 million, $47.4 million, $43.2 million
and $35 million in years 1979, 1978, 1977 and 1976 respec-
tively.

Foreign currency exchange losses, resulting primarily from
translation of foreign subsidiaries’ financial statements, re-
sulted in losses of $685,000 (6 cents per share), $410,000 (4
cents per share), $3.1 million (28 cents per share) in years
1979, 1978 and 1977 respectively and $770,000 (7 cents per
share) gain in 1976.

Canada

$107.0
1.3
$108.3
$ 10.6
7.4
71.4
26.7

$ 88.2
0.1
$ 88.3
$ 4.8
60.1
62.8
22.1

$ 87.2
0.2
$ 87.4
$ 4.1
47.7
47.7
11.8

$ 79.3
0.2

$ 79.5
$ 6.3
45.6

45.6
12.0

Western
Europe

$111.0

2.6
$113.6
$ 140
115.5
116.8

60.4

$ 82.0
1.3
$ 83.3
$ 9.5
97.7
98.7
52.6

$ 66.1
0.3
$ 66.4
$ 6.3
80.4
81.6
49.2

$ 54.2
0.7
$ 54.9
$ 6.1
67.7
68.8
43.1

Other
$11.3

$11.3
$(0.7)
12.2
12.2
6.0

$12.0

$12.1
$07
15.3
15.3
8.4

$11.0

$11.0
$1.0
13.9
13.9
8.5

$10.9

$10.9
$ 1.1
n.7
1n.7

7.9

Eliminations

$
32.5

$32.5

$
16.7
81.7
44.1

25.5
$25.5
$(0.1)

22.7

88.4

51.6

30.1
$30.1

$ 0.2
21.5
76.3
46.9

25.4
$25.4

16.2
68.3
42.5

Consolidated

$1,208.1

$1,208.1

$

58.1
830.9
844.7
337.6

$1,107.1

$1,107

$

65.8
713.4
725.3
246.1

978.7

978.7

58.9
643.0
652.3
208.7

871.5

871.5

58.9
618.3
626.2
213.8
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Foreign Operations
THE DOW CHEMICAL COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Note R: Geographic and Industry Segments—The Com-
pany conducts its worldwide operations through separate
geographic area organizations which represent major

United Europe/
States Africa
Year ended December 31, 1979:
Sales to unoffiliated customers............... $4,583 $2,663
Transfers between areqs..................... 816 188
Total sales and transfers.................. $5,399 $2,851
Operating income ...........coceeuvenincennns $ 685 $ 349
Profit (loss) before income taxes............ $ 626 $ 334
Identifiable assets at December 31, 1979 . $4,851 $2,458
Year ended December 31, 1978:
Sales to unoffiliated customers .............. $3,646 $1,813

Transfers between areas..................... 606 123

Total sales and transfers.................. $4,252 $1,936
Operating iNCOMe .........ccveuvninaneninnnn.. $ 682 $ 212
Profit (loss) before income taxes............ $ 617 $ 218
Identifiable assets at December 31, 1978 . $4,330 $2,058

Transfers between areas are valued at cost plus a markup.
There were no direct sales to foreign customers from domes-
tic operations.

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

markets or combinations of related markets. The results for
all areas for 1979 and 1978 were (in millions):

Elimingtions

and

Latin Corporate
Canada Pacific  America Brazil Assets  Consolidated
$ 630 $627 $476 $276 $ 9,255

44 4 18  $(1,070)
$ 674 $627 $480 $294 $(1,070) $ 9,255
$ 66 $117 $102 $ 15 $ 1,334
$ 135 $130 $101 $ 4 $ (7 $ 1,313
$1,317 $636 $364 $614 $ 12 $10,252
$ 439 $404 $337 $249 $ 6,888

25 1 2 9 $ (766)
$ 464 $405 $339 $258 $ (766) $ 6,888
$ 44 $ 55 $ M $17 $ 1,05
$ 28 $ 73 $ 38 $ (6) $ 968
$ 922 $536 $261 $625 $ 57 $ 8,789

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 1979 and 1978 were (in mil-
lions):

Eliminations
Bioproducts/ and
Chemicals/ Plastics/ Consumer Corporate
Metals Packaging Products Assets Consolidated
Year ended December 31, 1979:
Sales to unaffiliated customers ..............ccceeeevennnene. $4,786 $3,458 $1.0m $ 9,255
Intersegment transfers ...........c.cocveiiiiiiiiiiiiiiininn, 1,170 37 39 $(1,246)

Total sales and transfers..........c.coooeiviinieinnns.. $5,956 $3,495 $1,050 $(1,246) $ 9,255
Operating iNCOME ........vuuenereneeeeriineneereeenenenenes $ 578 $ 693 $ 63 $ 1,334
Identifiable assets ot December 31, 1979 ................. $5,668 $2,206 $1,033 $ 1,345 $10,252
Depreciation ........c.cceivivenieiiiiiiiie e $ 428 $ 154 $ 52 $ 634
Additions 10 Property..........ccveerevinineineninenennenen. $ 992 $ 205 $ 7N $ 1,268

Year ended December 31, 1978:
Sales to unaffiliated customers.................cceveninnnn. $3,535 $2,479 $ 874 $ 6,888
Intersegment transfers ..............ccovveereeriineeenennnn. 862 40 9 $ ()

Total sales and transfers..........cccovvvveiiieneernnnn.. $4,397 $2,519 $ 883 $ (91) $ 6,888
Operating iNCOME ........c.veuiniiniiiieieieeieiiienenes $ 543 $ 414 $ 94 $ 1,051
Identifiable assets at December 31, 1978 ................. $4,868 $1,911 $ 874 $ 1,136 $ 8,789
Depreciation ..........cc.eeueeiiiiiiiiiiiiiieeeaes $ 376 $ 137 $ 49 $ 562
Additions 10 property..........ccovieiiiiiieiiiiiieeeeneanes $ 841 $ 180 $ 54 $ 1,075

Transfers between industry segments are generally valued
at standard cost.

It is not practicable to estimate what the impact might be

upon the revenue or profitability of geographic areas or indus-
try segments if transfers/purchases had been made at the
prevailing market prices.
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FMC CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 13: Operations by geographic area

(Dollars in thousands)

Latin America

United States
Year ended December 31, 1979:

Sales to unaffiliated customers ................... $2,865,740
Transfers between geographic areas ............ 47,973
Total sales......covveviviiiiiiiiiiiiiiiiinnn, $2,913,713
Operating profit...........coveveeiiiiiiiiiniinn., $ 237,525
Other* e

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

Identifiable assets..............oovevviiininiinias $1,822,554

Corporate assets.........c.ceeiveeeniineninnennnns
Total assets at December 31, 1979 .............

Year ended December 31, 1978:

Sales to unaffiliated customers.................... $2,535,925
Transfers between geographic areas ............ 49,136
Total sales........cc.oeveeiiiiiiiiiiiiiiiiens $2,585,061
Operating profit.........ccoceeviiiiiniiininiinnnn, $ 246,619
Other* .o

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

Identifiable assets..............cocoviiiniinn, $1,612,998

Corporate assets..........coeveeueveenineincnnnn.s.
Total assets at December 31, 1978.............

and Canada

$150,904
7231

$158,135
$ 4,152

$133,588

$140,249
6,463

$146,712
$ 12,184

$116,546

Western
Europe

$270,177
16,043

$286,220
$ 24,678

$217,733

$219,249
11,354

$230,599
$ 15,884

$187,000

Asia,
Africa
and others

$20,663
286

$20,949
$ 1,774

$19,234

$17,347
160

$17,507
$ 1,374

$17,212

Eliminations

$ —_

(71,533)
$(71,533)
$ (3,752)

$ (7.467)

(67,1 1?3;
$(67,113)
$ (1,980)

$ (3,841)

FMC
consolidated

$3,307,484
$3,307,484
$ 264,377

(69,387)
$ 194,990
$2,185,642

249,132
$2,434,774

$2,912,766

$2,912,766
$ 274,081

(64,815)
$ 209,266
$1,929,916

318,912
$2,248,828

*Includes general corporate expenses and other income, interest expense and equity in net earnings of offiliated companies as shown in the

accompanying consolidated statement of income.

Export sales to unaffiliated customers are summarized by
destination of sale as follows:

(Dollars in thousands)

Lotin Middle

America Western East and

and Canada Europe Africa

1979 oeeiiienns $127,479 $105,651 $ 81,657
1978 ............. $108,566 $136,433 $163,791

The net assets and net income of consolidated foreign
subsidiaries (including investments in, and equity in earnings
of, foreign affiliates) were as follows:

1979 1978

(Dollars in thousands)
Net assets at year end.............. $189,133 $165,297
Net income ...........cc.ccveninnnnn. $ 25,246 $ 15,727

Dividends of $6,052,000 in 1979 and $6,404,000 in 1978
were received from such foreign operations. Foreign cur-
rency exchange adjustments amounted to a gain of
$5,110,000 in 1979 and a loss of $8,355,000 in 1978. Income
taxes have not been provided for the equity in undistributed
earnings of foreign subsidiaries ($73,150,000 at December
31, 1979).

Asia and
others Total
$147,61 $462,398
$ 65,558 $474,348



HUGHES TOOL COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-

MENTS

Note 11: Operations in Different Industries and Geo-

graphic Areas

The Company operates principally in two industries, the
manufacture and sale of tools and equipment for oil and gas
and other extractive industries and the providing of cement-
ing, stimulation and drilling fluids services for oil and gas
wells. Operations in these industries and the respective geo-
graphic locations in which revenues were generated are

summarized below (in thousands):

Segment Information

Industry Segments

Oilfield,
Mining and
Construction
Tools and
Equipment
1979
Sales to unaffiliated customers()... $571,994
Transfers between segments or
geographic areas®) ............... $ 4,994
Operating profit..............c....... $131,920
Equity in net loss of doffiliates.......
General corporate expenses........
Interest expense........c..c..cc.uene.
Income before provision for in-
€OMe 1aXeS......ceuvenennens
Identifiable assets.................... $628,801
Investment in and advances to of-
filiates@d) ......coeovveeveneniinnss
Total assets ...........ccoeueen.
Depreciation and amortization...... $ 18,763
Capital expenditures................. $ 59,338
U.S. export sales to unaffiliated
CUSTOMErsS .....oevviineiiinnnnnnns
1978
Sales to unaffiliated customersqy... $476,541
Transfers between segments or
geographic areas® ............... $ 1,901
Operating profit...................... $103,445
Equity in net income of dffiliates ...
General corporate expenses........
Interest expense.....................
Income before provision for in-
come taxes........coeeennnn.
Identifiable assets.................... $496,801
Investment in and advances to aof-
filiates@) .......coeveiiiiinns
Total assets .............c.....n.
Depreciation and amortization....... $ 15,999
Capital expenditures................. $ 42,183
U.S. export sales to unaffilioted
CUSTOMErsS ....ovvvveeeeviiiinennnns

() No single customer accounts for 10% of consolidated revenue.
@ Intersegment sales and transfers are recorded based on the prevailing market price.

Oilfield
Services

$232,567

$ 35,001

$344,942

$ 16,812
$ 50,512

$182,864

$ 31,660

$167,055

$ 12,742
$ 34,679

Consolidated

$804,561

$166,921
(66)
(1,669)
(28,632)

$136,554
$973,743

7,940
$981,683
$ 35,575
$109,850

$123,59

$659,405

$135,105

141
(1,021)
(14,114)

$120,111
$663,856

5,532
$669,388

$ 28,741
$ 76,862

$106,262

United
States

$580,141

$ 39,873
$107,775

$687,229

$489,186

$ 26,731
$ 94,472

$459,732

Geographic Areas

Mexico,
Central
and
South
America

$128,862

$ 2,641
$ 35,644

$159,588

$ 21,030

$ 90,025

$ 5,163
$ 23,641

$111,696

$ 18,058

Europe,
Middle
East,

and Africa

$50,227

$ 2,451
$11,70

$87,085

$46,110

$48,802

$ 2,161
$12,794

$60,012

$47,599

@) The .Company’s offiliates, operating in Mexico, Central and South America, are not vertically integrated with either segment.

29

Other
$45,331

$ 1
$11,761

$39.841

$56,451

$31,392

$ 51
$ 4,198

$32,416

$40,605
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INTERNATIONAL MINERALS & CHEMICAL
CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(Dollars in millions except per share amounts)

Operations by Geographic Area (See Table 2 on page 51.)

Transfers of product between geographic areas are at
prices approximating those charged to unaffiliated custom-
ers.

Net earnings of consolidated foreign subsidiaries
amounted to $56.3 million in 1979 and $30.4 million in 1978.
Net assets of such subsidiaries were $194.8 million at June
30, 1979 ($213.8 million at June 30, 1978), including retained
earnings of $164.4 million at June 30, 1979 ($186.8 million at
June 30, 1978). A substantial portion of these retained earn-
ings is considered to be permanently invested.

Sales from the United States to unaffiliated customers in
other geographic areas for 1979 and 1978 were as follows:

1979 1978

Lotin America ........coveveniininnns $ 72.0 $ 42.2
Europe ...covvviiiiiiiiii 59.3 80.7
Far East.....c.ccoovivininininnnnn. 96.2 90.1
(071171 P 8.4 21.5

$235.9 $234.5
Table 2 United States Canada Europe Other Eliminations Consolidated
1979
Sales to unaffiliated customers ............. $1,186.4 $128.4 $142.5 $17.4 $1,474.7
Transfers between geographic areas ...... 102.0 120.4 2.5 2.7 $(227.6)

Total sales..........ccuvereiiniiieiinnnnn. 1,288.4 248.8 145.0 20.1 (227.6) 1,474.7
Operating earnings .................c........ 164.0 94.4 7.9 7.1 273.4
Corporate income and expense, net ....... (24.3)
Interest charges................ovvvevvnnnnnn. (35.3)
Earnings before income taxes .............. 213.8
Identifiable assets.................ccvuvenens 1,209.9 137.9 81.0 31.3 ( 5.9 1,454.7
Corporate aSsets.......cceveveevnerennnennnns 82.9

Total assets at June 30, 1979 .......... $1,537.6

United States Canada Europe Other Eliminations Consolidated
1978
Sales to unaffiliated customers ............. $1,119.7 $ 96.1 $128.8 $19.8 $1,364.4
Transfers between geographic areas ...... 92.6 72.8 2.1 1.8 $(169.3)

Total sales...........coevvviveiiininnnnnnns 1,212.3 168.9 130.9 21.6 (169.3) 1,364.4
Operating arnings .............ccccveueenenn. 196.4 41.7 5.6 10.8 .2 254.7
Corporate income and expense, net ....... (18.7)
Interest charges...........c.cevvevivvnnennnn. (37.1)
Eamnings before income taxes .............. 198.9
Identifiable assets...........cccevvveinnnnin. 1,117.0 152.9 93.0 26.8 ( 2.8) 1,386.9
Corporate assets........coeevvvnenniinenenns 75.0

Total assets at June 30, 1978 .......... $1,461.9

Foreign currency translation losses in 1979 and 1978, included in corporate expense, amounted to $.1 million and $.9 million, respectively.
Note: For additional details on Operations by Geographic Area, see page 49.
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SCOVILL INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note L—Information concerning geographic distribution of
operations and assets is as follows:

Fiscal Year Ended
December 30, December 31, December 25,
1979 1978 1977*

(In millions of dollars)
Sales to unaffiliated
customers

United States........ $670.6 $598.8 $547.1
Europe .............. 146.6 55.6 42.1
Other countries ..... 124.4 101.9 83.4
Consolidated ..... $941.6 $756.3 $672.6
Transfers between
Geographic areas
United States........ $12.0 $ 10.0 $ 84
Europe .............. 2.5 2.4 1.4
Other countries ..... 4 4 .2
Eliminations ......... (14.9) (12.8) (10.0)
Consolidated ..... $ — $ — $ —
Total Revenue
United States........ $682.6 $608.8 $555.5
Europe .............. 149.1 58.0 43.6
Other countries ..... 124.8 102.3 83.5
Eliminations ......... (14.9) (12.8) (10.0)
Consolidated ..... $941.6 $756.3 $672.6
Operating Income**
United States........ $ 57.8 $ 56.1 $ 53.1
Europe .............. 16.2 7.2 4.4
Other countries ..... 13.7 12.4 5.4
Consolidated ..... $ 87.7 $ 75.7 $ 62.9
Identifiable Assets
United States........ $659.7 $619.8 $493.2
Europe .............. 121.2 48.8 37.2
Other countries ..... 85.4 76.8 61.4
Eliminations ......... (293.6) (260.0) (186.5)
Consolidated ..... $572.7 $485.4 $405.3

*Not reported upon.
**Before interest, income taxes and minority interest.

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

U.S. operations sales include $18,377,000 in 1979,
$15,946,000 in 1978 and $13,287,000 in 1977 for export
(primarily to Canada).

Accumulated unremitted earnings and liabilities of foreign
branches and consolidated foreign subsidiaries were as fol-
lows:

Fiscal Year Ended
December 30, December 31, December 25,
1979 1978 1977*

(In millions of dollars)
Accumulated unremit-
ted earnings......... $46.1 $34.5 $27.5
Liabilities .............. $96.3 $56.2 $46.0

*Not reported upon.

SPS TECHNOLOGIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 14 (in part): Industry Segment and Geographic Area
Information

Geographic Areas (Thousands of dollars)

1979 1978
Sales:

United States...........ccooeneene $215,659 $153,903
EUFrOPe ...evvveinieiiiiiiniininns 63,723 48,970
Other .....vvveiiiiieiieniinns 16,850 12,908
Interarea ...........coeeeviiinnennn (19,278) (19,478)
Net sales ..........oceeennnnes $276,954 $196,303

Operating Income:
United States...................... $ 26,027 $ 10,796
Europe ..o, 6,464 4,119
Other ..o 3,764 2,514
Eliminations ..............c...oel 187 445
Operating income .............. $ 36,442 $ 17,874
Interest expense ..............coeeues 6,559 4,191
Earnings before income taxes ...... $ 29,883 $ 13,683

Identifiable Assets:
United States...........c........e. $109,663 $ 87,928
Europe ...c.oviviiiiiiiiiiiiienns 60,402 44,461
(0]1,1-1 SO 15,393 12,344
Total assets .......c.....eenene. $185,458 $144,733

Depreciation and Amortization and Capital Additions:

Depreciation and
Amortization Capital Additions
1979 1978 1979 1978

United States......... $6,102 $4,338 $ 8,236  $4,312
Europe ............... 1,952 1,588 2,447 1,366
Other ................. 241 241 505 295

Total .............. $8,295 $6,167 $11,188 $5,973

THE SINGER COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 16 (in part): Financial Information for Business Seg-
ments and Geographic Areas

Financial information for the Company's business seg-
ments and geographic areas for the two years ended De-
cember 31, 1979 and 1978 is incorporated herein by refer-
ence to “Business—Financial Information for Business Seg-
ments” and “Financial Information by Geographic Areas” in-
cluded on page 8 to 11.

FINANCIAL INFORMATION BY GEOGRAPHIC AREAS

The Company’s operations are conducted in many interna-
tional locations and are grouped into four major geographic



32 Section 1: General

areas for financial reporting purposes. Latin America includes
the operations of South America, Central America, and
Mexico. Included in Africa and Far East are the operations
located in Africa, the Pacific and Asian regions, the Middle
East, and certain other areas. Certain financial information
for each of the four years in the period ended December 31,
1979 is as follows:

Net Sales to Unaffiliated Customers

United STOES ... .uieiiiii e r e e e
Europe and €anada .............oeiiiiiiiiiii e
Latin AMEIIC .. vuvneeneii et ce e ee e e e aes

Net Sales between Geographic Areas

United STOTES......oeitiiieiiiiii e aes
Europe and €anada ...........coeuiiniiiiinii e
Latin AMERICO ...ouvninitii et e er e

Total (eliminated in consolidation)............ovvvviniiinininiiiiiinennnes

Operating Income

United States............covriiiiiiiiiiiiiii e
Europe and €Canada .............oeevniiiniiiiiiinii e
Latin AMErica .......coiivviiiniiiii e

Operating Income before General Corporate Expenses....................
Less General Corporate EXpenses............c..cevueeenreneeinrnennennnnns

TOtal et e

Assets

United STOTES .....oeiiiiii e
Europe and €anada.............ccoiiiiiiiiii e
Latin AMEIICA ... vireeit it ier et eeaerennenens

OPerating ASSETS ... ..vuuiniineririiieineretaeteteteetenreeteenreearnns
COMPOrate GSSETS......euuirnreniiniieeiierieenraternesteetnereerersesernees
DiscONtinUEd GSSeS.........oeuirireeniriinie et eeie e eeaeaes

TOMAl e e a e

Net Assets

United STA1ES .....iieiiii e
Europe and €anada..........cccoveniiiiiieiiiini e
Latin AMErIC . ..vverieinii i

L+ P

Net sales between geographic areas, which are eliminated
in consolidation, consist principally of the transfer of con-
sumer sewing machines and related products of marketing
locations in the respective geographic areas and are gener-
ally at amounts designed to recover the cost of production
plus a reasonable return.

Operating income of each geographic area is determined
by deducting from net sales the related cost of sales and
selling and administrative expenses directly attributable to
the geographic area. The net change in the intercompany
profit in inventories for each of the four years in the period
ended December 31, 1979 was not material. Assets by geo-
graphic area include those assets which are specifically iden-
tifiable with the operations in the respective geographic area.

Year Ended December 31,
1979 1978 1977 1976

(Amounts in Millions)

$1,481.8 $1,429.5 $1,306.3 $1,169.8
580.5 537.6 520.4 506.1
249.4 215.8 190.4 194.3
286.4 286.3 267.7 244.5
2,598.1 $2,469.2 $2,284.8 $2,114.7
$ 464 $ 451 $ 432 $ 37.8
64.1 62.5 63.8 58.7
10.8 11.6 8.7 10.2
24 .8 2.2 1.5

$ 1237 $ 120.0 $ 179 $ 108.2
$ 420 $ 801 $ 104.2 $ 913
17 24.4 20.7 23.3
46.9 42.7 36.2 25.8
41.7 33.9 32.1 32.7
147.7 181.1 193.2 173.1
21.0 20.2 19.5 21.5

$ 126.7 $ 160.9 $ 173.7 $ 1516
$ 624.3 $ 584.7 $ 567.3 $ 5105
317.4 308.7 282.3 312.5
151.0 146.5 141.2 133.0
203.3 189.9 183.9 176.6
1,296.0 1,229.8 1,174.7 1,132.6
186.4 205.6 193.7 227.9
— — 93.5 228.5
$1,482.4 $1,435.4 $1.461.9 $1,589.0
$ 125.8 $ 185.8 $ 1.8 $ 108.4
72.7 147.1 112.8 100.0
85.0 74.6 86.0 86.6
112.8 94.8 86.8 78.3

$ 396.3 $ 502.3 $ 4574 $ 3733

Net assets of operations located outside of the United
States include all assets, net of liabilities, identified with the
operations in each geographic area, except that substantially
all of the Company’s long-term debt is reflected as obliga-
tions within the United States.

Export sales from the United States were less than 10
percent of net sales for each of the four years in the period
ended December 31, 1979.

The cumulative equity in undistributed income of foreign
subsidiaries was $87.9 million, $133 million, $144.2 million,
and $115.7 million at December 31, 1979, 1978, 1977, and
1976, respectively.
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STANDARD OIL COMPANY OF CALIFORNIA (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2: Geographic Segments (Millions of Dollars) The
following tables summarize the geographic distribution of the
Company’s sales and other operating revenues, net income
and identifiable assets:

Other Other
United Western Eastern International  Adjustments & Consolidated
States  Hemisphere Europe  Hemisphere Marine Eliminations Worldwide
1979
Sales and Other Operating Revenues
Petroleum .
Products .......ocveviniiininnn, $11,236 $1,080 $4,259 $ 2,068 $ — $18,643
Crude Oil ...ooveviiniiiiiiieene, 605 1,57 51 8,013 — 10,240
Natural Gas .......ccoevenvninnens 489 134 15 7 — 645
Other Petroleum Revenues....... 216 22 19 5 58 320
Total Petroleum................ 12,546 2,807 4,344 10,093 58 29,848
Chemicals .....vvvvnevinnnecinnennn, 707 194 133 9 —_ 1,043
Total woeeniiieiie e, $13,253 $3,001 $4,477 $10,102 $ 58 30,891
Corporate and Other................. 47
Consolidated Total ................ $30,938
Memo: Inter-area sales........... $ 238 $1,055 $ 65 $ 7,037 $524 $(8,919) —_
Net Income :
Petroleum ...........ocoiiiiiiiinin, $ 646 $ 513 $ 190 $ 261 $(14) $ 1,596
Chemicals .........cooovveviieennnnnn. 12 18 8 ‘ 1 —_ 39
Total oovrniiiei $ 658 $ 531 $ 198 $ 262 $(14) 1,635
Corporate ond Other................. 150
Consolidated Total ................ $ 1,785
Identifiable Assets
Petroleum .........coceeiniiiinnnn. $ 7,088 $2,374 $2,034 $ 4,395 $916 $(1,869) $14,938
Chemicals ..........ccoevvivnennnenn. 602 99 70 26 — (19) 778
Total ovenriiieiiiiiiiiieenees $ 7,690 $2,473 $2,104 $ 4,421 $916 $(1,888) 15,716
Corporate and Other................. 2,387
Consolidated Total ................ . $18,103
1978
Sales and other Operating Revenues
Petroleum )
Products .........ccvvvvinininnnns $ 8,231 $ 772 $3,195 $ 1,436 $ — $13,634
Crude Oil ......coeeenininnnnnnnn, 494 1,188 36 7,215 — 8,933
Natural Gas ...........ccoeevnnen 379 m 9 7 — 506
Other Petroleum Revenves....... 130 10 10 2 39 191
Total Petroleum................ 9,234 2,081 3,250 8,660 39 23,264
Chemicals .........ccccevveinininnnn.. 586 158 81 6 —_ 831
Total coerniniiiie, $ 9,820 $2,239 $3,331 $ 8,666 $ 39 24,095
Corporate and Other................. 1
Consolidated Total ................ $24,106
Memo: Inter-area sales .......... $ 195 $ 479 $ 38 $ 3,492 $388 $(4,592) —
Net Income
Petroleum .............ccoiiiiils $ 467 $ 99 $ (59 $ 49N $ 3 $ 1,001
Chemicals ........cccoeviiininininnn. 8 10 7 — 25
TOtal e $ 475 $ 109 $ (59) $ 498 $ 3 1,026
Corporate and Other................. 63
Consolidated Total ................ $ 1,089
Identifiable Assets
Petro[eum ........................... $ 6,115 $1,824 $1,715 $ 3,683 $919 $ (955) $13,301
Chemicals ............coeeuveeninnn.. 516 74 49 26 — (16) 649
Total ..o, $ 6,631 $1,898 $1,764 $ 3,709 $919 $ (971) 13,950
Corporate and Other................. 2,367

Consolidated Total ................ $16,317
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Export Sales

McDONNELL DOUGLAS CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note B: Segment Financial Data

Financial data related to commercial aircraft, military air-
craft, space systems and missiles, and all other industry
segments are shown below. These data were developed by
classifying each division and subsidiary according to its prin-
cipal products (except for allocations necessary to segregate
commercial and military aircraft operations) and combining
related operations into industry segments, and so the seg-
ment data include immaterial amounts related to other prod-
ucts and services. Intersegment transfers were immaterial
and were made at cost. Sales and other income, earnings
and assets of these segments are reconciled to the consoli-
dated financial statements amounts in the tables presented
below.

The commercial aircraft segment's products were primarily
DC-series transport aircraft, spare parts and related services,
sold to airline customers worldwide. The military aircraft
segment’s products include the design, development and
production of attack and fighter aircraft, and transport aircraft
(including military versions of the DC-series). The attack and
fighter aircraft cover a full spectrum of missions (air superior-
ity, close-support, reconnaissance, electronic counter-
measures, etc.) and include land-based and aircraft-carrier-
based versions and the latest in vertical-take-off-and-landing
technology. The space systems and missiles segment’s
products include advanced studies and development and
production of satellite launching vehicles, planetary probes
and missions, space shuttle components and payloads,
space manufacturing processes, ballistic missile defense
systems and tactical and strategic missiles. The caption, All
Other, presents non-reportable segments which are engaged
in computer sales and services, electronics, and other indus-
tries.

Earnings

Military aircraft...........

Years Ended 31 December

$ 232,099,446

1979 1978
Sales and other income

Military aircraft........... $2,349,477,077  $2,321,556,701
Commercial aircraft....... 1,968,260,343 970,594,318

Space systems and mis-
siles.....cooeiiiniinnin, 791,914,904 728,733,097
All other.........cooceeets 222,043,558 171,053,860
Operating income....... 5,331,695,882 4,191,937,976
Net earnings of MDFC.... 14,310,658 12,209,567
Non-operating income .... 79,835,307 53,904,144
$5,425,841,847  $4,258,051,687

$ 230,339,665

Commercial aircraft....... (55,593,002) (60,336,866)
Space systems and mis-
siles......coevveienanni. 54,786,888 59,171,381
All other................... 7,024,211 3,135,306
Earnings from opera-
HONS ...vneeniinnann, 238,317,543 232,309,486
Net earnings of MDFC.... 14,310,658 12,209,567
Non-operating income and
eXPENses ............... 72,124,848 46,758,009
General corporate ex-
Penses .......c.......... (3.473,318) (3,025,858)
Interest and debt expense (10,774,639) (6,823,370)
Income taxes.............. (111,402,067) (120,321,562)

Space systems and mis-

$ 199,103,025

$ 161,106,272

Assets
Military aircraft........... $1,402,086,087 $1,287,851,748
Commercial aircraft....... 2,055,111,516 1,814,062,858

siles....c.ooeveniniennn, 503,808,252 376,875,389
All other................... 366,489,525 184,498,206
Assets used in opera-
fions ...eiiiennnnen, 4,327,495,380 3,663,288,201
Less applicable progress
payments ............... (1,573,006,058) (1,361,272,603)
Investment in and ad-
vances to MDFC ....... 232,772,187 164,931,529
Corporate assets, princi-
pally cash ond short-
term investments ...... 393,342,931 631,282,245

Depreciation and amortiza-
tion

$3,380,604,440

$3,098,229,372

Military aircraft........... $ 16,668,624 $ 14,669,159
Commercial aircraft....... 21,732,459 24,472,559
Space systems and mis-

siles...oiviniiinnininnne. 9,215,285 6,694,332
All other................... 29,845,286 14,155,598

Facilities acquired
Military aircraft...........

$ 32,537,546

$ 23,556,959

Commercial aircraft....... 28,680,266 14,636,130
Space systems and mis-

siles...oeiniiiinneninnn, 28,984,326 18,188,095
All other................... 83,099,036 82,195,362

All segments made sales to U.S. Government agencies

(including sales to foreign governments through foreign mili-
tary sales contracts with U.S. Government agencies),
amounting to approximately $3,002,000,000 in 1979 and
$2,864,000,000 in 1978. No other single customer accounted
for 10% or more of consolidated revenues in 1979 or 1978.
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Note M: Foreign Operations and Export Sales

The only material foreign operation of MDC is a Canadian
subsidiary almost exclusively engaged in producing com-
mercial aircraft components for shipment to the United States
for assembly into complete aircraft.

All business segments made sales to foreign customers,
although a significant portion of the export sales were
through foreign military sales contracts with the U.S. Gov-
ernment. Foreign sales for 1979 and 1978, by geographical
area, are shown in the table below:

Years Ended 31 December

1979 1978

North America ............... $ 136,576,980 $ 90,038,470
South America ............... 91,742,846 33,828,127
Europe ....coeeviniiniinnen. 764,012,550 470,626,332
Asia/Pacific .................. 563,631,285 318,148,006
Mideast/Africa .............. 232,460,884 231,135,751
$1,788,424,545 $1,143,776,686

Industry Segment Engineering and construction

1979 1978 1977
Identifiable assets................ $ 221,055 $ 221,560 $ 172,994
Capital expenditures............. 5,586 8,149 7,695
Depreciation...................... 3,655 2,821
Equity in earnings of leasing,
financing and insurance sub-
sidiaries .............ooeiinens 2,072 2,114 302
Investments in and advances to
leasing, financing and insur-
ance subsidiaries ............. 7,947 5,875 3,761

Geographic Area United States

2,470

PULLMAN INCORPORATED (DEC)

NOTES TO CONSOLIDATED  FINANCIAL

STATEMENTS

Note 16: Information concerning industry segments,
foreign operations, export sales and major customers

Operating revenues and profit information by industry
segment for the years ended December 31, 1979 and 1978
as well as a description of each industry segment is provided
in the “Summary of Operations” on page F1 of this annual
report. Total revenues reported in the Consolidated State-
ment of Income and Retained Earnings are reconciled to
operating revenues, as noted in the Summary of Operations
and below, by adding thereto other revenues—net. Other
financial information follows:

Transportation equipment Other industries
1979 1978 1977 1979 1978 1977

(Thousands)
$601,569 $548,935 $396,955 $ 70,172 $ 49,970 $48,871
48,812 33,210 25,981 24,278 913 1,114
19,908 16,053 12,882 2,498 878 934
26,971 18,727 14,089 3,944 2,854 —_
188,456 163,985 145,569 42,044 32,204 _—

Western Europe Other areas

1979 1978 1977 1979 1978 1977 1979 1978 1977
Operating revenues.............. $2,535,334 $1,724,490 $1,375,299 $525,214 $733,205 $475,061 $147,800 $114,560 $89,017
Operating profit.................. 125,165 89,608 51,308 22,278 16,937 20,992 8,744 5,342 2,479
Identifiable assets................ 653,935 541,837 416,225 185,491 230,525 163,606 53,370 48,103 38,989
The leasing, financing and insurance subsidiaries operate principally in the United States.
1979 1978 1977
Other Information (Thousands)
Reconciliation of total company assets to combined identifiable assets
Total cOMPANY ASSES .....ovneeiiie it $1,299,397 $1,181,109 $918,234
Less: Investments in and advances to leasing, financing and insurance sub-
SIAIOIES ...oeeeiiiie ettt e b e aaaes (238,447) (202,064) (149,330}
Total net assets of discontinued operations ..............ccccceverniinnriinnnnnn. (137,821) (99,286) (50,762)
Tolal COrPOrate USSES.....uvnirinieeeieitieeietineinee et et eeneenenenenes (30,333) (59,294) (99,322)
Combined identifiable assets...............ccoiuiiiiiiiiiiriiii e $ 892,796 $ 820,465 $618,820
Foreign exchange gains (losses), including those of nonconsolidated subsidiaries ..... $ (4,429) $ 1,994 $  (900)
Export sales included in operating revenues
Mifidle BOSt .. $ 58,224 $ 28,000 $ 14,000
ASIO .. e e 55,630 139,000 189,000
Latin AMENICa ....oeneeie it 76,068 70,000 64,000
ABFICO ..ottt eaaa s 428,776 224,000 62,000
L0111 USROSt 11,127 8,000 16,000
TOtAl Lo e $ 629,825 $ 469,000 $345,000

Sales to a foreign government included in revenues of the engineering and construction

£3= T 41T | U

$ 471,000 $ 251,000 $ —
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Major Customers

ARVIN INDUSTRIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 13—Business Segment Information:

The Company has four business segments:
Automotive—manufacture of mufflers, exhaust and tail pipes,
catalytic converters, corrosion resistant coatings and other
metal tubular parts, interior trim parts and exterior trim mould-
ings, vinyl-metal truck and bus parts, and restraint systems
and tire testing services; Appliance and Mardware—
manufacture of AM/FM stereo phonographs and tape
players, fan-forced fireplace heat exchangers, portable elec-
tric heaters, electric fireplaces, wind turbine home attic ven-
tilators, and various painted and vinyl-laminated steel

Section 1: General

appliance housings; Government and Utilities—
aerodynamic, environmental, thermal and flight research,
manufacture of airport radar transmission cameras, security
systems for power generating plants, airborne video rec-
orders and bulkhead panels for U. S. Navy and Coast Guard
ships; Commercial and Industrial—coated metal for various
uses in products such as commercial refrigeration, water
coolers, freezers, video recorders, etc. Summarized financial
information by business segment is as follows:

Appliance Government Commercial
1979 And And And
(Dollars in thousands) Automotive Hardware Utilities Industrial Total
Sales to unaffiliated customers .................ocovvviiinl. $325,613 $88,118 $44,326 $35,154 $493,21
Operating profit.........coovviiiiiiiiiiiiin e, $ 30,594 $ 7,059 $ 1,866 $ 3,197 $ 42,716
Corporate charges (including interest) ......................... 10,752
Earnings before income taxes .................ccovuevvunneennn. $ 31,964
ldentifiable assets at year end ..................oooiiinnl, $184,676 $37,692 $24,261 $21,935 $268,564
COrporate aSSetS........ovuveuierineiiiiiireiieiiiiireeainaans, 34,562
Total e $303,126
Depreciation and amortization ..............oeeeviiniininiinns, $ 10,554 $ 1,524 $ 633 $ 652
Additions to property, plant and equipment................... $ 17,943 $ 2,158 $ 1,257 $ 2,336
*Consists primarily of cash, temporary investments, prepaid expenses, efc.
Appliance Government Commercial
1978 And And And
(Dollars in thousands) Automotive Hardware Utilities Industrial Total
Sales to unaffiliated customers .............ccovveiiiiiniinnens $340,722 $87,578 $32,910 $27,869 $489,079
Operating profit...........cocevvvniniiiiiiiiiiiner e $ 42,017 $11,385 $ 1,281 $ 1,835 $ 56,518
Corporate charges (including interest) ................c.cu.nes 11,401
Earnings before income taXes ................eeeeriviunnnnnnns $ 45,117
Identifiable assets at yearend ...................cooiienils $185,705 $40,175 $23,976 $15,472 $265,328
Corporate aSSEtS......ovivvniieniiniiiriireieieneiienenierenens 42,720*
Total oo $308,048
Depreciation and amortization..............ccovivviiviinennn. $ 10,019 $ 1,292 $ 606 $ 495
Additions to property, plant and equipment................... $ 19,105 $ 1,823 $ 4,764 $ 1,852
*Consists primarily of cash, temporary investments, prepaid expenses, etc.
Sales between business segments (affiliated customers)
were insignificant and are thus not separately reported.
Foreign operations of the Company were not material and
are not separately set forth.
Sales to two customers exceeded 10% of net sales during
1979 and 1978 and are included in the Automotive segment
as:
1979 1978
Percent of Percent of
Amount Net Sales Amount Net Sales
$118,598 24.0% $142,111 29.1%
118,292 24.0 88,606 18.1
$236,890 48.0% $230,717 47.2%



Segment Information

EX-CELL-O CORPORATION (NOV)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 15: SEGMENT INFORMATION
(Tabular amounts in thousands of dollars)
Industry Segments

The description of the industry segments of the Company
appears on the inside front cover of the Annual Report.
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Sales and
Operating Revenues(o) Operating Profit
Segments: 1979 1978 1979 1978
Industrial EQUIPMENt .......coovininiiiiiiere s $321,798 $259,021 $ 37.1290) $20,750
Automotive Components............ccccvveininenenineerennnnnes 241,642 187,214 19,940 17,546
ACTOSPACE .. ceenininiinitit ittt ee e aee e teereanenes 167,008 116,716 21,068 16,606
OFANONCE ..eevvnneniineieeineeeirirerrn st ereteeneenetneenes 81,022 58,954 12,546 9,294
Other Products ..........oovnvenvenvinviiieiiniereeiceienenns 150,397 107,887 14,603 10,366
TOMOl et e 961,867 729,792 105,286 74,562
COrpOrate EXPENSES ..........vvvveeieernreeeeerineererrrnnreensnenes (17,643) (9.058)
INterest eXPeNSe .......c.cvvvreieeiriiiiiireeeeeeierrieeneaneanen (5,769) (4,695)
Miscellaneous income, net..........ccceveueviiniiniinininienenns 19,094 14,259
Consolidated............ccoeuviriiiiiiiriiiiieieree e, $961,867 $729,792 $100,968 $75,068
Identifiable Capital
Assets Expenditures Depreciation
Segments: 1979 1978 1979 1978 1979 1978
Industrial Equipment ...................... $236,168 $217,465 $10,360 $11,187 $15,193 $18,113
Automotive Components.................. 133,109 117,246 11,396 6,340 6,896 5,491
Aerospace ........ccceveerireninennineninnn 77,089 56,885 7,694 3,038 2,352 1,892
Ordnance ........c.coveuevieneninnenneninnes 24,012 39,873 734 2,083 399 268
Other Products ................cceeenenne. 94,240 67,739 8,320 7,267 2,281 1,439
Total eviiiiiiieeie e 564,618 499,208 38,504 29,915 27,121 27,203
Corporate(c).......coevvvevernernennenneannnn. 54,227 34,435 3,440 (1,825) (142) (127)
Consolidated............................ $618,845 $533,643 $41,944 $28,090 $26,979 $27,082
(a)Sales between segments are immaterial.
(b)Does not include charge of $5.0 million for phase out of machine tool plant. (See note 13.)
(c)Primarily cash and investments.
Foreign Operations
Sales and
Operating Revenues(a) Operating Profit
1979 1978 1979 1978
United States Operations.............ccoovvenieneiineneenennnnn, $859,249 $664,132 $ 89,243 $66,795
International OpPerations.............ccuvevneeiiniininnieerneennen. 102,618 65,660 16,043 7,767
TOtal coiniiei it e 961,867 729,792 105,286 74,562
Corporate EXPENSes ............uevvvvunneeernnneeiriireeerrnnnens (17,643) (9,058)
Interest EXPense .........ccovviviiiiiiiiiiiiiiiieiciiie e (5,769) (4,695)
Miscellaneous Income, net..............cccovevvieniiiiiieniininnnns 19,094 14,259
Consolidated.............cooeviiiiiiiiiii e $961,867 $729,792 $100,968 $75,068
Identifiable Assets
1979 1978
United States Operations............ $508,267 $451,852
International Operations............. 56,351 47,356
Total .ovvvniniiiiniiiiiiee, 564,618 499,208
Corporate(b) ........coeeuennnnnennn. 54,227 34,435
Consolidated........................ $618,845 $533,643

(a)Sales between geographic areas are immaterial.
(b)Primarily cash and investments.
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Undistributed earnings of foreign affiliated companies in-
cluded in consolidated reinvested earnings amounted to ap-
proximately $7,926,000 at November 30, 1979 and
$6,278,000 at November 30, 1978.

Currency exchange gains or losses included in the results
of operations for 1979 and 1978 were not significant.
Export Sales

Sales by geographic area are as follows:

Total Asia
1979 $137,223 $44,771
1978, 93,162 24,612

Of these amounts, management estimates that approxi-
mately $66,500,000 in 1979 and $50,000,000 in 1978 were
obtained through the services of sales representatives to
whom commissions of approximately $6,100,000 and
$4,000,000 were paid or accrued in 1979 and 1978, respec-
tively.

Major Customers

Sales to two major customers exceeded 10% of total sales
and operating revenue in 1979 and 1978; amounts and re-
lated business segments follow:

Percent of
Total Sales Total
1979, 16.2 $155,527
15.3 147,055
1978 16.7 $121,855
13.8 100,867

Western Middle East
Canada Europe & Africa Other
$29,499 $28,099 $21,116 $13,738
20,802 19,336 17,263 11,149
Industrial Automotive
Equipment Components Aerospace Other
$55,839 $92,651 $ 6,172 $865
1,105 141 144,997 812
$43,363 $71,488 $ 6,409 $595
3,342 152 96,978 395

SPARTON CORPORATION (JUN)

SEGMENT INFORMATION

The Corporation’s operations have been classified into four
major segments. (1) Defense and commercial electronic
products include sonobuoys (anti-submarine warfare devices
used by the U.S. Navy and other free world military estab-
lishments), high reliability switches and printed circuit boards,
pressure transducers, miniature hybrid thick-film circuits, and
other electro-mechanical devices. (2) Auto parts and marine
accessories include electric and air horns for passenger cars,
trucks and boats, automotive stampings for a variety of pas-
senger car and truck uses, buzzers for telecommunication
applications, and other automotive parts and marine devices.
(3) Conveyors and automated materials handling systems
include automated tire mounting and inflating systems for
automotive assembly plants, and highly engineered con-
veyors and other materials handling equipment for the au-
tomotive and other industries. (4) Oil and gas operations in-
clude the exploration for and production of crude oil and
natural gas.

Segment information for the five years ended June 30,
1979 is as follows:
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Sales and operating revenues:
Defense and commercial electronic products................
Auto parts and marine ACCESSOries.........ccoeuvurnrenenene.
CONVEYOTS ....euiiiinenieieeniitiee e ten e aenes
Ol aNd GOS . oueieiiiriiiiii e e ea e

Operating profit (loss):
Defense and commercial electronic products................

1979

$47,381,109
23,851,993
10,350,607
2,015,747

$83,599,456

$ 6,417,977

Years ended June 30

1978 1977 1976 1975
$46,260,044  $41,722,093  $38,999,410  $35,025,609
19,368,292 18,022,120 16,866,670 15,133,375
11,528,533 5,817,039 5,270,551 9,590,386
1,896,696 2,059,625 1,650,516 1,047,592
$79,053,565 $67,620,877  $62,787,147  $60,796,962

$ 5,981,457 $ 5,312,245 $ 4,608,484 $ 4,768,152

Auto parts and marine aCCESSOMIES.........c.evurervnernnnen 3,641,688 2,733,035 2,985,054 2,573,521 2,200,778
CONVEYOTS ....euiiieniiineeneireeeteieieeneneanenraarneenene 1,267,336 428,313 272,959 547,677 1,843,648
00l aNd S ..euenininiii e (1,169,183) (4,990,263) (829,682) (1,022,960) (623,908)
10,157,818 4,152,542 7,740,576 6,706,722 8,188,670

General corporate eXPeNSes ...........ceeeeuveeenrureeeunennens (1,083,654) (932,890) (851,496) (821,843) (838,643)
Income from operations ............cveveeviievniiiieniininennnns 9,074,164 3,219,652 6,889,080 5,884,879 7,350,027
Interest EXPeNSe .......cvvvrveerireiniiiieneiiie e enreeienaene (526,127) (589,041) (331,273) (334,860) (446,075)
Other income (EXPENSE)......ceuvveriririreenreirirnenenainenes 320,696 (45,230) (27,059) (13,253) (100,451)

Income before provision for income taxes and extraordinary
Credit ..oeniieitii e

Identifiable assets:

$ 8,868,733

$ 2,585,381 $ 6,530,748 $ 5,536,766 $ 6,803,501

Defense and commercial electronic products............... $28,262,020  $19,549,855  $16,937,341  $17,639,761  $17,399,861
Auto parts and marine accessories...............oc.uevnen.. 12,720,721 9,986,183 9,175,277 8,563,196 9,075,455
CONVEYOIS .. .eeeeneieiiiie e et ieetret et eene e renaenenens 3,879,200 4,674,969 3,955,496 1,996,905 3,392,227
Ol aNA GOS . .enveeneiiiee e 6,289,914 6,017,109 9,623,442 7,352,983 3,404,764
Other. ..o 1,986,916 3,720,042 1,964,434 2,973,845 1,898,088

$53,138,771  $43,948,158  $41,655,990  $38,526,690  $35,170,395

Provision for depreciation and depletion:

Defense and commercial electronic products............... $ 720,388 ¢ 681,014 $ 583,854 $ 543,057 $ 517,647
Auto parts and marine GCCESSOMIES.....vvivririrernrninenes 294,708 275,029 274,198 294,470 287,938
CONVEYOTS ....eneieeiiiei et ettt et e e e eneane 62,647 71,156 68,452 75,976 83,950
Oil and gas.....oeveneniiiiri e 498,539 599,833 312,186 142,495 54,467
Other. . 4,569 4,484 4,550 4,069 3,997

$ 1,580,851 $ 1,631,516 $ 1,243,240 $ 1,060,067 $ 947,999

Capital expenditures:

Defense and commercial electronic products............... $ 863,757 $ 1,676,285 $ 712,724 $ 604,134 $ 632,17
Auto parts and marine accessories...........oveevvevennnns 696,126 234,503 275,408 91,228 306,437
CONVEYOIS ...ueuieninitiieie e er e e e e eeaeraeenanas 64,900 126,851 14,096 7,41 25,115
Oil GNG GAS ..ueeneininiiii e 772,573 901,397 3,095,702 567,995 682,963
Other. .. — 10,140 7,634 — 9,538

$ 2,397,356 $ 2,949,176 $ 4,105,564 $ 1,270,768 $ 1,656,224

Total direct sales on prime contracts to United States gov-
ernment agencies approximated $30,600,000 for 1979 and
$29,500,000 for 1978, principally from the defense and
commercial electronic products segment. Total sales to Gen-
eral Motors Corporation approximated $13,700,000 for 1979
and $12,100,000 for 1978, of which 45% and 55%, respec-
tively, relates to the conveyors and automated materiais
handling systems segment, and the remainder to the auto
parts and marine accessories segment. No other customer
accounted for 10% or more of consolidated sales and reve-
nues in 1979 or 1978.

Sales of sonobuoys for the years 1979-1975, contributed
approximately 43%, 43%, 45%, 48% and 48%, respectively,
to total sales and operating revenues; sales of horns contrib-
uted approximately 13%, 13%, 14%, 13% and 16%, respec-
tively. Intersegment sales were not significant in any of the
years.

Operating profit is total revenue less operating expenses.
In computing operating profit, none of the following items has
been added or deducted: general corporate expenses, inter-
est expense (except amounts specifically attributable to the
oil and gas segment), income taxes, or the extraordinary
credit in 1979 and 1978.

As more fully discussed in Note 2 to the consolidated fi-
nancial statements, the results of operations for the oil and
gas segment for the year ended June 30, 1978 reflect a
provision for loss on a receivable of $3,550,916.

The sales and operating revenues, and income (loss) be-
fore provisions for income taxes for the three years ended
June 30, 1977 is the same information as previously reported
under line of business disclosures except that general corpo-
rate expenses previously allocated to the various segments
have been separately disclosed.
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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 twenty-five survey companies used a
52-53 week fiscal year.

During 1979, four 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

DUPLEX PRODUCTS INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note A (in part)

In 1979 the company changed its accounting period from a
fiscal year ending October 31 to one which ends the last
Saturday in October. As a result of this change, fiscal year
1979 ended on October 27, 1979. This change had no mate-
rial effect upon the company’s 1979 financial statements.

JOHNSON CONTROLS, INC. (SEP)
Consolidated Statements of Financial Position
September 30, December 31,
1979 1978

Consolidated Statements of Income

Year Ended
Pro Forma
(Unaudited)
September 30, September 30, December 31,
1979 1978 1978

Consolidated Statements of Changes
in Financial Position

Year Ended

September 30, December 31,
1979 1978

Consolidated Statements of Shareholders’ Equity

Nine Months
Ended Year Ended
September 30, December 31,
1979 1978

TABLE 1-4: MONTH OF FISCAL YEAR END
1979 1978 1977 1976

January ........ccoeiiiieiinn 21 25 22 21
February.........ccoenenenenn. 15 14 12 13
March.......ccovviiniininnnen 12 12 16 19
April oo 8 9 7 7
MOY e 10 N 10 "
June...ocoiiiiiiiii 39 38 38 37
July o 13 13 15 13
August ....ooiieiiiiiniinnen. 20 19 19 16
September.................... 45 44 43 41
October.........cvvveveninnnns 27 30 32 31
November .................... n 12 13 10

Subtotal ......ccccoevererenrnnes 221 227 227 219
December..................... 379 373 373 381

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

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Summary of Significant Accounting Poli-
cies

Fiscal Year Change—In 1979 the Company changed its
fiscal year-end from December 31 (calendar year) to Sep-
tember 30. Results of operations for the fiscal quarter ended
December 31, 1978, summarized in Note 14, are included in
the Consolidated Statements of Income for both the year
ended September 30, 1979 and the year ended December
31, 1978. Pro forma (unaudited) results of operations for the
year ended September 30, 1978 are presented in the Con-
solidated Statements of Income for comparative purposes
only.

Definition of Fiscal Year

ARVIN INDUSTRIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Accounting Policies

Fiscal Year: The Company's fiscal year ends on the Sun-
day nearest December 31.

THE MAY DEPARTMENT STORES COMPANY (JAN)

SUMMARY OF SIGNIFICANT ACCOUNTING POLI-
CIES

Fiscal Year—The Company's fiscal year ends on the
Saturday closest to January 31. Fiscal year 1979 ended on
February 2, 1980, and included 52 weeks. Fiscal year 1978
ended on February 3, 1979, and included 53 weeks.
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J.C. PENNEY COMPANY, INC. (JAN)

SUMMARY OF ACCOUNTING POLICIES

Definition of Fiscal Year. JCPenney's fiscal year ends on
the last Saturday in January. Fiscal year 1979 ended January
26, 1980; fiscal year 1978 ended January 27, 1979. Each
year comprised 52 weeks. The accounts of several sub-
sidiaries, including JCPenney Financial Services, are on a
calendar year basis.

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.

TABLE 1-5: ROUNDING OF AMOUNTS

1979 1978 1977 1976

To nearest dollar ............ 134 161 184 200
To nearest thousand dollars:
Omitting 000.............. 274 254 233 211
Presenting 000 ........... 141 139 146 157
To nearest million dollars ... 51 46 37 32
Total Companies .............. 600 600 600 600

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 Securi-
ties and Exchange Commission requirement that Form
10-K’s covering fiscal years ending after December 30, 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.
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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.
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 publication in the sections dealing with such
topics.

TABLE 1-6: NOTES TO FINANCIAL STATEMENTS

1979 1978 1977 1976
General and direct refer-

ENCES t.vvvrvrneninneninnnnn 341 343 336 346
General reference only...... 250 247 255 235
Direct reference only........ 6 7 7 14
No reference to notes....... 3 3 2 5

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




42 Section 1: General

DISCLOSURE OF ACCOUNTING
POLICIES

APB Opinion No. 22 states a conclusion of the Accounting
Principles Board “that information about the accounting poli-
cies 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 follow.

BORDEN, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1: Summary of Significant Accounting Policies

The significant accounting policies followed by the Com-
pany, as summarized below, are in conformity with generally
accepted accounting principles.

Principles of Consolidation—The consolidated financial
statements include the accounts of Borden, Inc. and all sub-
sidiaries, after elimination of material intercompany accounts
and transactions. The Company’s proportionate share of the
net earnings of unconsolidated 20% to 50% owned com-
panies is included in income. The carrying value of these
companies approximates Borden’s interest in their underlying
net assets. Investments of less than 20% ownership are car-
ried at cost.

Intangibles—The excess cost of investments over net tan-
gible assets of businesses acquired is carried as Intangibles
in the Consolidated Balance Sheets. It is the Company’s pol-
icy to carry intangibles arising prior to November, 1970 at
cost until such time as there may be evidence of diminution in
value or the term of existence of such value becomes limited.
Intangibles arising after October, 1970 are being amortized
over a forty-year period.

Inventories—Inventories are stated at the lower of cost or
market. Cost is determined generally using the average cost
and first-in, first-out methods.

Property and Equipment—Land, buildings and machinery
and equipment are carried at cost.

Depreciation is recorded on the straight-line basis by
charges to cost and expenses at rates based on the esti-
mated useful lives of the properties (average rates for
buildings—3%; machinery and equipment—7%).

Major renewals and betterments are capitalized. Mainte-
nance, repairs and minor renewals are expenses as incurred.
When properties are retired or otherwise disposed of, the
related cost and accumulated depreciation are removed from
the accounts. Gains or losses from normal retirements and
disposals are credited or charged to accumulated deprecia-
tion, while gains and losses from other retirements and dis-
posals are credited or charged to income.

TABLE 1-7: DISCLOSURE OF ACCOUNTING
POLICIES

Number of Companies
1979 1978 1977 1976

Depreciation methods ....... 595 589 581 586
Consolidation basis .......... 589 589 584 584
Inventory pricing............. 559 555 557 556
Interperiod tax allocation ... 541 544 546 543
Property ........ccoceninine 506 514 504 505
Employee benefits ........... 376 355 360 360
Earnings per share calcula-

oM. 336 amn 295 299
Amortization of intangibles . 304 309 320 307
Translation of foreign cur-

TENCY..ovveninnenrininanens 188 213 238 301
Leasing transactions ......... 117 116 N/C N/C

N/C—Not Compiled.

The Company leases certain property and equipment
(primarily buildings and transportation equipment) under
operating and capital leases as defined by the Financial Ac-
counting Standards Board in their Statement No. 13. Prop-
erty and equipment, meeting the definition of capital leases,
are capitalized and accounted for accordingly, with the corre-
sponding obligations carried as a liability. All other lease
agreements are classified and accounted for as operating
leases with payments expensed as incurred.

Income Taxes—The provision for income taxes includes
federal, foreign and state and local taxes currently payable
and deferred taxes arising from timing differences between
income for financial statements and income tax purposes.
These timing differences principally result from additional de-
ductions available through the use of accelerated methods of
depreciation for tax purposes.

Investment tax credits are applied as reductions of income
taxes in the year realized.

United States income taxes have not been provided on
undistributed earnings of foreign subsidiaries, or on the earn-
ings of a Domestic International Sales Corporation (DISC)
that are eligible for tax deferral, because the Company pre-
sently plans to reinvest such earnings indefinitely.

Pension Plans—Substantially all of the Company's em-
ployees in the United States and Canada are covered under
one of the Company’s pension plans or one of the union-
sponsored plans to which the Company<¢ontributes. Pension
expenses for the Company’s plans, determined for domestic
employees in accordance with the funding requirements of
the Employee Retirement Income Security Act of 1974, com-
prises current service costs and amortization of prior service
costs, effectively, over a thirty year period. It is the Com-
pany’s policy to fund pension costs accrued for qualified
plans.

Development and Promotion Expenses—Research and
development expenditures are expensed as incurred as are
advertising and promotion expenditures.
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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.

CLUETT, PEABODY & CO,, INC. (DEC)

SUMMARY OF SIGNIFICANT ACCOUNTING POLI-
CIES

Principles of Consolidation—The Company's consolidated
financial statements include the accounts of all domestic and
foreign subsidiaries after elimination of intercompany ac-
counts and transactions. Investments in affiliates in which the
Company has approximately a 20% but not more than a 50%
interest are accounted for under the equity method.

Collateral Advances—Two of the Company’s subsidiaries
contractually manufacture and warehouse products for ship-
ment at the discretion of a customer. The related inventories
and accounts receivable are used as collateral for cash ad-
vances obtained under security agreements with banks.
Such advances are liquidated as accounts receivable are
collected. The customer has related agreements with the
banks covering the purchase of products collateralizing the
advances. The Company deducts collateral advances from
related accounts receivable and inventories.

Inventories—Inventories are stated at the lower of cost or
market. Cost is determined principally by the average
method, except for retail stores which use the last-in, first-out
(LIFO) method (Note 2). Market represents net realizable
value with respect to finished gopds and work in process and
replacement cost with respect to materials and supplies.

Plant and Equipment—Plant and equipment are carried at
cost less accumulated depreciation and amortization. Depre-
ciation is computed evenly over the estimated useful lives of
the assets. Leasehold improvements are amortized evenly
over the lesser of the terms of related leases or lives of the
improvements.

Leases—Leases which meet certain criteria are classified
as capital leases, and assets and liabilities are recorded at
amounts equal to the lesser of the present value of the
minimum lease payments or the fair value of the leased
properties at the beginning of the respective lease terms.
Such assets are amortized evenly over the related lease
terms or their economic lives. Interest expense relating to the
lease liabilities is recorded to effect constant rates of interest
over the terms of the leases. Leases which do not meet such
criteria are classified as operating leases and related rentals
are charged to expense as incurred.

Cost in Excess of Net Assets Acquired—The cost in ex-
cess of the net assets of companies acquired is amortized
over various periods up to forty years.

Income Taxes—Deferred income taxes represent tax ef-
fects of items reported for tax purposes in periods different
from those used for book purposes and include income on

retail installment sales, obligations under capital leases, cer-
tain deferred charges and provisions for depreciation, ac-
crued retirement, deferred compensation awards, doubtful
accounts, inventory valuation allowances, and dispositions
and relocations. Deferred income taxes are not provided on
that portion of the earnings of foreign subsidiaries deemed to
be permanently invested. The Company treats the invest-
ment tax credit as a reduction of the provision for income
taxes in the year in which the credit arises.

Retirement Plans—The Company and most of its sub-
sidiaries have retirement plans which, with union plans, cover
substantially all employees. Under Company plans, pension
costs accrued are funded and prior service costs are amor-
tized over periods not in excess of thirty years.

Earnings Per Share—Primary earnings per share is com-
puted by dividing net income, less the dividend requirement
of preferred stock, by the average common shares outstand-
ing during the year including average common shares at-
tributable to dilutive stock options. Fully diluted earnings per
share is computed using such average shares increased by
the number of shares that would result from the conversion of
convertible debentures and preferred stock. Conversion is
assumed only if it has a dilutive effect on earnings per share.
For purposes of computing fully diluted earnings per share,
net income is increased by interest (net of income taxes) on
the convertible debentures when such debentures are dilu-
tive and is decreased by the dividend requirement of the
preferred stock when such stock is antidilutive.

Stock Options and Stock Appreciation Rights—The Com-
pany makes no charges to expense with respect to stock
options. As options are exercised, common stock is credited
with the par value of the shares sold and paid-in capital
is credited with the excess of sales price over par value.
Charges to expense are made for stock appreciation rights
granted to option holders. The charge is measured by the
difference between the average market price of the common
stock and the stock option price. Credits to income are limited
to amounts previously provided for the increase in average
market value.

FMC CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1: Principal accounting policies

Principles of consolidation. The financial statements re-
flect the consolidation of all subsidiaries except those
excluded because of the different nature of their operations,
of which only FMC Finance Corporation (see Note 6) is signif-
icant.

Foreign currency translation. Balance sheet accounts of
foreign subsidiaries are translated at rates of exchange in
effect at the end of the year, except that inventories, invest-
ments, property, plant and equipment and intangibles are
translated at approximate rates of exchange in effect at the
dates the assets were acquired. Income statement accounts
are translated at the approximate rates of exchange in effect
during the year, except for cost of sales and depreciation
which are at historical rates. Translation gains and losses are
charged or credited directly to income (see Note 13).
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Marketable securities. Marketable securities are stated at
cost, which approximates market.

Revenue recognition for long-term contracts. Sales are
recorded under most production contracts as deliveries are
made. Sales under cost reimbursement contracts for re-
search, engineering, prototypes, repair and maintenance and
certain production contracts are recorded as costs are in-
curred and include estimated fees in the proportion that costs
incurred to date bear to total estimated costs. The fees under
certain government contracts may be increased or de-
creased in accordance with cost or performance incentive
provisions which measure actual performance against estab-
lished targets or other criteria. Such incentive fee awards or
penalties are recognized at the time the amounts can be
reasonably determined.

Inventories. Inventories are stated at the lower of cost or
realizable value. Substantially all domestic inventories other
than those relating to long-term contracts are stated on a
last-in, first-out (LIFO) cost basis (see Note 3). Inventoried
costs relating to long-term contracts are stated at the actual
production cost incurred to date, reduced by amounts iden-
tified with revenue recognized. The costs attributed to units
delivered under long-term contracts (except cost reimburse-
ment contracts noted above) are based on the estimated
average cost of all units expected to be produced. For sub-
stantially all other inventories, primarily non-U.S., the first-in,
first-out (FIFO) method is used to determine cost.

Inventory costs include manufacturing overhead, less, for
most inventories, depreciation, factory administration, prop-
erty taxes and certain other fixed expenses.

Investments in affiliated companies. The investments in
FMC Finance Corporation, which is 100% owned, and other
affiliated companies are stated at cost plus FMC's equity in
undistributed earnings since acquisition. Income tax is not
provided on such equity in undistributed earnings, as it is
intended that such funds remain invested in those com-
panies, or because the potential tax effect of a distribution
would not be material.

Property, plant and equipment. Property, plant and
equipment is capitalized at cost. Depreciation for financial
reporting purposes is provided principally on a straight-line
basis using lives which approximate those permitted by the
1962 Internal Revenue Service guideline regulations. Be-
cause of the diversity of facilities it is not practical to list
herein the various rates used in computing annual deprecia-
tion.

Maintenance and repairs are charged to expense in the
year incurred. Renewals are charged to plant and equipment
accounts which have been relieved of items renewed or re-
placed. Betterments are capitalized. Gains and losses on
normal retirements of property are credited or charged to
accumulated depreciation, and gains and losses on abnor-
mal retirements are reflected in the income statement.

Patents and deferred charges. Purchases of patents are
capitalized and amortized over their remaining legal lives.
Debt expense is amortized over the term of the debt.

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

($32,357,000 at December 31, 1979) are not being amortized
as management believes that there has been no diminution
of value.

Income taxes. Income tax provisions are based on income
reported for financial statement purposes, adjusted for trans-
actions that will never enter into the computation of income
taxes payable. Deferred taxes result from timing differences
in the recognition of revenue and expense for tax and finan-
cial statement purposes. Deferred taxes are not provided on
Domestic International Sales Corporation (DISC) income, as
management intends to follow policies assuring permanent
deferral as allowed under current regulations, nor on undis-
tributed earnings of subsidiaries, as it is intended that such
earnings remain invested in those companies, or, if distrib-
uted, the tax effect would not be material.

Investment tax credits are recognized as a reduction of the
provision for income taxes in the year in which the assets are
placed in service.

Research and development and start-up expenses. Re-
search and development expenses are charged against in-
come in the year incurred, as are start-up expenses related to
new products and facilities.

Retirement plan costs. Current service costs are accrued
and funded on a current basis. Prior service costs are amor-
tized and funded principally over a period of 30 years from
the dates such costs were established.

Earnings per share. Primary earnings per share of com-
mon stock are computed by dividing the net earnings appli-
cable to common stock by the weighted average number of
shares of common stock and common stock equivalents (in-
centive plan shares and stock options) outstanding during the
year—32,415,582 in 1979 and 32,398,816 in 1978. Fully di-
luted earnings per share of common stock are computed
using (1) the average number of shares of common stock and
common stock equivalents outstanding during the year and
(2) shares of common stock issuable upon conversion of
convertible debentures and preferred stock. The average
number of shares used in the fully diluted computation was
36,673,382 in 1979 and 36,872,938 in 1978. The fully diluted
computation also adds back to net income the after-tax inter-
est on convertible debentures and eliminates preferred stock
dividends.

GETTY OIL COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1: Summary of Significant Accounting Policies

Principles of Consolidation

The accounts of corporations in which Getty owns more
than 50 percent of the common or voting stock are consoli-
dated in the financial statements, along with Getty's interests
in assets, liabilities and operations of unincorporated joint
ventures. Corporations in which Getty has common or voting
stock ownership of 20 percent, but not over 50 percent, are
accounted for by the equity method. Getty’s equity in the
earnings or losses of the latter companies is included in the
dividends, interest and other income caption in the consoli-
dated statement of income. Investments in companies in
which Getty owns less than 20 percent are carried at cost,
with dividends recorded in income as received.
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Translation of Foreign Subsidiary and Affiliate Accounts

Accounts of foreign subsidiaries and affiliates are stated in
United States dollars. Cash, receivables, payables and long-
term debt are translated at the current rate of exchange at the
fiscal year end of the subsidiary or affiliate. Inventories, other

current assets, property, plant and equipment and the related .

depreciation, depletion and amortization are translated at the
rates which were in effect when the assets were acquired.
Deferred taxes are translated at the average rate in the year
of deferral. Income accounts are translated at average rates
except for depreciation, depletion and amortization charges,
which are translated at the rates which were in effect when
the related assets were acquired. Net foreign exchange
losses in 1979 were $3,209,000, compared with net foreign
exchange gains in 1978 of $1,566,000. These net losses and
gains are included in the dividends, interest and other income
caption in the consolidated statement of income.

Research and Development Costs

Expenditures for research and development activities are
charged to expense as incurred. These amounts are not ma-
terial.

Inventories

Crude oil and refined products are carried at the lower of
cost or market (principally last in, first out). Cost elements of
refined products are crude oil and manufacturing costs. Ma-
terials and supplies are valued at or below cost.

Leasehold Costs

Undeveloped leasehold acquisition costs are capitalized
and amortized at rates which should provide full amortization
upon abandonment of unproductive leases. Costs of aban-
doned leases are charged to the accumuiated amortization
accounts and costs of productive leases are transferred to
the developed property accounts.

Development Costs

Both tangible and intangible costs of drilling and develop-
ing producing wells and related facilities, including develop-
ment dry holes, are capitalized and amortized on a unit-of-
production basis within each operating field. Costs of de-
veloping solid mineral reserves and related facilities, includ-
ing both tangible and intangible expenditures, are capitalized
and amortized on a unit-of-production basis with each mining
area.

Exploratory Costs

Exploratory costs, including exploratory dry holes,
geophysical costs and delay rentals, are charged to expense.

Depreciation and Depletion

Depreciation and depletion of developed oil and gas prop-
erties are provided on a unit-of-production basis within each
operating field. Included in depreciation and depletion are
depreciable investments, intangible drilling costs and
leasehold costs. The costs of other categories of property,
plant and equipment are generally depreciated on a straight-
line basis over the estimated useful lives of the assets.

Disposal of Property, Plant and Equipment

Upon normal retirement or replacement of oil and gas
properties, the gross book value of such facilities (less sal-
vage) is charged to the depreciation and depletion reserve
and eliminated from the property accounts. Gains or losses
arising from abnormal retirements or sales of oil and gas
properties are credited or charged to income. Gains or losses

on disposition of facilities other than oil and gas properties
are credited or charged to income, except dispositions of
partial units, which are treated as adjustments to the applica-
ble reserve accounts. These gains or losses are included in
the dividends, interest and other income caption in the con-
solidated statement of income. :

Maintenance and Repairs
Replacement costs of major portions of plant and equip-

‘ment, which increase capacities or extend useful lives, are

capitalized. Expenditures for maintenance, repairs and minor
replacements are charged to operating expenses.

Income Taxes

Deferred income taxes are recognized for income and ex-
pense items which are reported for tax purposes in different
years than for financial reporting purposes. Foreign tax cred-
its and investment tax credits are recorded as a reduction of
income tax expense in the year utilized. Getty follows the
practice of filing a consolidated United States tax return
which includes domestic subsidiaries in which it owns 80
percent or more.

REPUBLIC STEEL CORPORATION (DEC)

ACCOUNTING POLICIES

Consolidation:

The consolidated financial statements include the ac-
counts of the Corporation and its significant United States
and Canadian subsidiaries. Investments in associated com-
panies (unconsolidated subsidiaries, companies in which an
interest of 20 percent to 50 percent is held, partnerships, and
corporate joint ventures) are carried at equity in net assets.

Short-Term Money Market Investments:

Investments are valued at cost and accrued interest which
approximates market.

Properties, Plants and Equipment:

Properties, plants and equipment are carried at cost. Sig-
nificant renewals and betterments are capitalized while repair
and maintenance expenditures are charged to costs. Depre-
ciation for all plants and equipment, including capitalized
leases, is computed by facility group using the straight-line
method at composite rates designed to amortize cost over
the estimated economic lives. Furnace lining expenditures
are capitalized and amortized to cost over estimated produc-
tion. Upon retirement or disposal of a complete facility group,
the related asset and allowance accounts are eliminated and
any profit or loss is included in operations. Upon retirement or
disposal of components of a facility group, proceeds are cred-
ited to the allowance account.

Mine Development:

Development expenditures for new mining properties are
capitalized and amortized over their estimated useful lives;
however, mine development expenditures related to operat-
ing mines are charged to income as incurred. Mineral royal-
ties are charged to cost at tonnage rates calculated to amor-
tize the total royalties over the estimated recoverable ton-
nage.

Natural Gas Development:

Expenditures for acquisition and development of natural
gas and oil mineral interests in properties and related support
equipment and facilities are capitalized. Amortization of pro-
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ducing properties is computed at rates applied to the units of
production on the basis of estimated recoverable reserves.
Transmission lines and related equipment are depreciated
principally by the straight-line method. All other operating
costs are charged to income as incurred.

Research and Development:

Research and development expenditures, which are
charged to expense as incurred, were $18,930,000 in 1979
and $15,050,000 in 1978.

Pension Costs:

The Corporation and consolidated subsidiaries have non-
contributory pension plans which cover substantially all em-
ployees. It is the Corporation’s policy to fund actuarially de-
termined pension costs, which include amortizatoin of prior
service cost (principally over 30-year periods) as accrued.

Net Income Per Share:

Net income per share of common stock is based on the
average number of shares outstanding during the year.

Income Taxes:

Federal income taxes are reduced by the investment tax
credit using the flow-through method. Deferred income taxes
are provided to recognize the effect of timing differences be-
tween financial statement and income tax accounting, princi-
pally for depreciation and investment tax credit carryfor-
wards.

ACCOUNTING CHANGES

Table 1-8 summarizes the nature of accounting changes
disclosed by the survey companies in 1979 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 1979 was
changing the cost basis of inventories to LIFO. The reason
disclosed by many companies for changing to LIFO was
LIFO provided a better method of accounting for inventories
during the present period of inflation.

Other frequently disclosed accounting changes listed in
Table 1-8—capitalization of leases entered into before
January 1, 1977 and capitalization of interest—constitute
early compliance with requirements enunciated in FASB
statements which will become effective during the period
1980-1982. Statement of Financial Accounting Standards
No. 14 will become mandatory for pre January 1, 1977 leases
effective for fiscal years beginning after December 31, 1980.
Statement of Financial Accounting Standards No. 34 will
require capitalization of interest on construction for fiscal
years beginning after December 15, 1979.

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 year financial statements fol-
low. Examples of accounting changes involving a restate-
ment of prior year financial statements are presented in con-
nection with Table 4-3.

TABLE 1-8: ACCOUNTING CHANGES

Number of Companies
1979 1978 1977 1976
LIFO method adopted or ex-

tended .........eeunneneen. 48 14 10 13
Actuarial cost methods or

assumptions ............... 42 32 37 75
Lease capitalization.......... 33 98 97 N/C
Interest capitalization......... 33 N/C N/C N/C
0il and gas operations ...... 25 9 N/C N/C
Change in reporting entity .. 8 3 7 14
Other......cccovvviiiiinninnns 34 17 40 139

N/C—Not Compiled.

Change in Accounting Estimates

AKZONA INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Summary of significant policies

Depreciation and depletion—For financial reporting pur-
poses, depreciation of property, plant and equipment is calcu-
lated on the straight-line basis over the estimated useful lives
of the respective assets. The estimated lives used are: build-
ings and structures—14 to 50 years; machinery and
equipment—>5 to 25 years. During 1979, the Company re-
duced its estimate of useful lives to reflect technological
changes with respect to certain machinery and equipment,
which reduced net income for the year by $1,400,000 ($.12
per share). Depletion of salt deposits is calculated on the
basis of estimated recoverable tons of salt. Upon the sale or
the other retirement of properties, the cost and accumulated
depreciation or depletion are removed from the accounts and
any gain or loss is included in income. Repair and mainte-
nance costs are expensed as incurred.

FIRST NATIONAL SUPERMARKETS, INC. (MAR)

NOTES TO FINANCIAL STATEMENTS

Note 2 (in part): Summary of Significant Accounting and
Reporting Policies:

Property and Equipment—Depreciation and amortization
are computed principally by the straight-line method, based
on the shorter of the estimated useful asset lives or lease
term. Estimated useful lives are:

Buildings .....coonininiiiii e 33-v5 years
Store fixtures and equipment...........c..ocoeuinennn... 3-15 years
Leasehold improvements and other machinery and

CQUIPMENT ..titieetiiiriierireeineneieerrnannanenans 3-25 years

Effective April 2, 1978, the Company reduced the deprecia-
tion rate of certain store fixtures and equipment from 12V2%
to 10% to more closely approximate the economic lives of
these assets. The effect of this change in estimate was to
increase income before provision for Federal income taxes
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and net income by approximately $600,000 or $.15 per share
for the fiscal year ended March 31, 1979.

Maintenance and repairs are charged to expense as in-
curred and betterments and replacements are capitalized.
When assets are sold or otherwise disposed of, the cost and
accumulated depreciation are removed from the accounts,
and the resultant gain or loss is recorded.

CELANESE CORPORATION (DEC)

NOTES
(millions, except per share)
Note R: Retirement income plans

1975 1976 1977 1978 1979
Charged to operations:

USe e, $21 $19 $19 $28 $37
Non-U.S. ............... 2 2 2 2 3
Total ...coevvvininnins $23 $21 2 $30 $40

The Corporation has various retirement income plans cov-
ering substantially all employees. The expenses of these
plans are funded as accrued and are based on the entry-
age normal actuarial cost method. All plans, except the
Executive Pension Plan, are fully funded with respect to ac-
crued (which includes vested) benefits. Actuarial assump-
tions for the largest plan include an average retirement age of
63 and turnover based on experience.

In 1979, for all U.S. plans, the Corporation changed its
investment return assumption from 6.0% to 6.75%; changed
its pay increase assumptions of 8.5% for salaried and 7% for
hourly employees to 6.25%; and reduced the period for amor-
tization of prior service costs from 20 to 15 years. The net
effect of these changes was to reduce pension expense by
$12 million and increase net income by $.42 per share, or $6
million.

Retirement benefit improvements in the largest plan, which
the Board of Directors adopted subject to stockholder ap-
proval, increased 1979 pension expense by $14 million and
reduced net income by $.45 per share, or $7 million. In 1978,
certain plan changes and Social Security law amendments

increased pension expense by $6 million and reduced net

income by $.20 per share, or $3 million.

Unfunded prior service costs at December 31, 1979,
amounted to approximately $160 million.

PHELPS DODGE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11: Pension Plans—Total pension costs amounted to
$17.2 million in 1979 and $22.7 million in 1978. The actua-
rially computed value of vested benefits under plans covering
certain employees as of the latest valuation date exceeded
the market value of those plans’ assets at December 31,
1979 by approximately $49.6 million.

The Corporation adopted, in the fourth quarter of 1979,
revised actuarial assumptions, effective January 1, 1979, the

net effect of which was to reduce pension costs by $5.1 mil-
lion for the year and increase net income by $3.3 million ($.16
per share).

Change in Accounting Principles

ALLIS-CHALMERS CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Inventories—In the fourth quarter of 1979, the Company
changed its method of determining cost for certain U.S. in-
ventories from the first-in, first-out (FIFO) method to the last-
in, first-out (LIFO) method effective January 1, 1979.
Additional U.S. inventories will be changed to the LIFO
method effective from January 1, 1980. The change is being
made over two years to provide adequate time for implemen-
tation. The Company believes the LIFO method more closely
relates current costs with current revenues in periods of con-
tinuing high inflation. At December 31, 1979, the cost of 50%
of total inventories (12% in 1978) is determined by the LIFO
method. The effect of the change was to reduce inventories
at December 31, 1979 by $13.5 million and reduce 1979 net
income by $7 million, or $.55 per share. The change had no
effect on prior years’ financial statements because the inven-
tory value at December 31, 1978 is consistent with the valua-
tion under the LIFO method. The current cost of inventories
valued on LIFO exceeded the carrying amount by $50.5 mil-
lion at December 31, 1979.

COMMERCIAL METALS COMPANY (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note A (In Part): Summary of Significant Accounting
Policies

Inventories—Inventories are stated at the lower of cost or
market. Effective with the year ended August 31, 1979, the
Company changed its method of determining inventory cost
from the first-in, first-out method (FIFO) to the last-in, first-out
method (LIFO) for virtually all inventories not on LIFO. At
August 31, 1978, 12.8% of inventory is stated at LIFO cost.
Management believes LIFO more clearly reflects income by
providing a better matching of current cost and current reve-
nue. In addition, the adoption of LIFO conforms the Com-
pany’s inventory cost method to the predominant method
used in the industry. This change and its effect on net earn-
ings ($000s omitted, except per share data) and earnings per
share for 1979 are as follows:

Earnings per share

Before After
Net stock stock
earnings dividend dividend
Net earnings before the
change..................... $20,732 $8.04 $7.31
Reduction of earnings for the
change..................... 5,615 2.18 1.98
Net earnings ................. $15.117 $5.86 $5.33

There is no cumulative effect of the change on the prior
year because beginning inventory on September 1, 1978 at
LIFO is that which was reported on a FIFO basis at August
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31, 1978. Because of the change, the current year’s financial
statements are not comparable with those of any prior year.

The adjustment to reduce inventories from replacement
cost to cost on the LIFO method was approximately
$13,013,000 and $752,000 at August 31, 1979 and 1978,
respectively.

LIGGETT GROUP INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 2: Change to the LIFO Method of Inventory
Valuation—The Company adopted the last-in, first-out (LIFO)
method of inventory valuation for its tobacco, beverage al-
cohol, and home cleaning products inventories during 1979.
The change was made to more nearly match current costs
with current sales and thereby reduce the impact of inflation
on earnings. Previously, the cost of these inventories was
determined principally using the average cost method. The
effect of this change to LIFO was to reduce 1979 earnings
from continuing operations and net earnings by $4.8 million,
equal to $.57 per share of common stock, and fourth quarter
earnings from continuing operations and net earnings by $1.2
million, equal to $.14 per share of common stock. Previously
reported earnings from continuing operations and net earn-
ings for the first, second, and third quarters of 1979 have
each been reduced by $1.2 million, equal to $.14 per share of
common stock. The effect of this change to LIFO on 1979
operating income by product group was to reduce Cigarettes’
operating income by $1.7 million, Chewing and Smoking To-
baccos’ operating income by $2.2 million, Spirits and Wines'’
operating income by $5.3 million, and Sporting Goods and
Other products’ operating income by $.1 million.

Pro forma amounts for retroactive application of LIFO are
not determinable, and there is no cumulative effect on re-
tained earnings at the beginning of the year, since the De-
cember 31, 1978 inventories as previously reported are also
the amount of the beginning inventories under the LIFO
method.

THE GOODYEAR TIRE & RUBBER COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Accounting Change—Iinterest—Effective January 1, 1979
the Company adopted the policy of capitalizing interest as a
component of the cost of significant construction projects in
accordance with a recent Statement of the Financial Account-
ing Standards Board. In conformity with the provisions of the
Statement, $18,904,000 of the $222,934,000 total interest for
the year was capitalized which had the effect of increasing
net income $10,918,000 ($.15 per share).

PHELPS DODGE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2: Accounting Change—Effective January 1, 1979,
in accordance with a recent Statement of Financial Account-
ing Standards, the Corporation adopted, prospectively, the
policy of capitalizing interest cost as a part of the cost of
constructing and developing significant assets. Prior to 1979,
all interest costs were charged to expense as incurred. Total
1979 interest cost amounted to $51.9 million of which $11.8
million was capitalized, which, together with interest cost
capitalized by companies accounted for on the equity
method, increased 1979 net income by $13.5 million($.65 per
share).

REPUBLIC STEEL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

NOTE C (In Part): Properties, Plants and Equipment—
Effective January 1, 1979, the Corporation has capitalized
interest expense of $11,051,000 as part of the cost of con-
struction of facilities and equipment. In 1978, interest was
expensed as incurred. This accounting change, to comply
with Financial Accounting Standards Board Statement No.
34, increased 1979 net income by $5,957,000 or $.37 per
share.
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MACMILLAN, INC. (DEC)

Statements of Consolidated Income and Retained
Earnings

Income from continuing Operations............ccceviueeeieiirenenrinrerennnnnes

Discontinued operations:

(toss) from operations, net of income tax credits ............c.oeeveevnnenn..
Provision for (loss) on disposal, net of income tax credits ..................

(Loss) from discontinued operations...........cccouveveeeinvevireneninrnennenes
Income (loss) before cumulative effect of accounting changes...............

Cumulative effect on prior years (to December 31, 1978) of changes in accounting principles, net of income

tax credits (NOT@ 2) ....cvviviiiririiiiiiiie e eiererieneierenearaeanenes

Net inCOME (I0SS) «.euvneninrniiiiiiiir e et et eeaeaeans
Retained earnings at beginning of year..............cc.coviiiiiiiiinnnnnns

Cash dividends:

Preferred ST0CK .. ..ouuiueeeiiiieiii i e
Common stock, 1979-—$.745 per share; 1978—$.66 per share..........

Retained earnings at end of year (Note 10)............ccovvniiniiniiininnnnn.

Earnings (loss) per common and common equivalent share:

Continuing OPerations ..........cceveuieerenenrirenenienieiienseninienreneans
Discontinued operations ..............eeuvvverieienenirneinenereeereenriariaenes

Income (loss) before cumulative effect of accounting changes...............
Cumulative effect of accounting changes (Note 2).............cccvvvenienenne

Net inCOMe (I0SS) ...vvriieninieieieieeeeeeteeeeeereeneneneiannaaene

Earnings (loss) per common share, assuming full dilution:

Continuing 0perations .............cceveuvunrenienienreneenniiieneriinnieiaes
Discontinued 0perations ............ccccoveuverieniereniiiiiiinii s

Income (loss) before cumulative effect of accounting changes...............
Cumulative effect of accounting changes (Note 2).............covvvinieninnns

Net income (105S) ... .vuunirneneniiieiieierrreneieieeereenreenenrneeens

Pro forma amounts assuming the accounting changes are applied retroactively”

Profit from continuing operations ...............occevveveiiiiiininiinininane.
Net inCOMe (10SS) - .- vuvnrneneninineinriieieree e eneeetir e ceieierenensaeaes

*See Note 2 of Notes to Financial Statements for per share effect.
Note 2: Changes in Accounting Principles

Effective January 1, 1979, the Company adopted new ac-
counting principles which it believes will provide a better
matching of costs and revenues in these highly inflationary
times. The accounting principles that were changed involve
adopting accelerated depreciation for financial statement
purposes, establishing an accrual for future vacation pay,
expensing as incurred advertising and promotion costs and
valuing substantially all inventory on the last-in, first-out
(LIFO) method.

The $8.0 million ($.64 per share) cumulative effect of the
change to accelerated depreciation on prior years (after re-
duction for deferred income taxes of $7.3 million) is a one-
time charge to income for 1979. Such charge represents the
excess accelerated depreciation recorded for tax return pur-
poses in prior years over straight-line depreciation recorded
for financial statement purposes on substantially all the
Company's property, plant and equipment. The effect of the
depreciation change was to reduce income from continuing
operations by $.8 million ($.06 per share) and to reduce net
income by $8.8 million ($.70 per share).

The Financial Accounting Standards Board is currently
studying the matter of requiring all companies to accrue for
vacation pay. In anticipation of such a requirement, the Com-

1979 1978
(dollars in thousands except per share data)
.................................... $ 16,840 $ 25,746
.................................... (5,335) (3,802)
.................................... (53,768)
.................................... (59,103) (3,802)
.................................... (42,263) 21,944
.................................... (13,754)
.................................... (56,017) 21,944
.................................... 129,071 115,820
.................................... (464) (473)
.................................... (9,320) (8,220)
.................................... $63,270 $129,071
.................................... $ 1.3 $ 2.0
.................................... (4.73) (.30)
.................................... (3.42) 1.7
.................................... (1.10)
.................................... $ (4.52) $ 1N
.................................... $ 1 $ 193
.................................... (4.73) (.28)
.................................... (3.42) 1.65
.................................... (1.10)
.................................... $ (4.52) $ 1.65
.................................... $ 36,908 $ 52,654
.................................... $(42,263) $ 20,319

pany has decided to change from its acceptable alternative
accounting practice of recognizing such costs when paid to
accruing for these costs when earned by employees. The
$1.2 million ($.10 per share) cumulative effect of the change
on prior years (after the related deferred income tax benefit of
$1.1 million) is a one-time charge to income for 1979. This
charge provides for accrued vacation pay applicable to prior
years on substantially all of the Company's eligible em-
ployees. The effect of the vacation pay change was to reduce
income from continuing operations by $.1 million ($.01 per
share) and to reduce net income by $1.3 million ($.11 per
share).

The $4.5 million ($.36 per share) cumulative effect on prior
years of the change to expensing advertising and promotion
costs (after reduction for deferred income taxes of $4.1 mil-
lion) is a one-time charge to income. Such charge represents
advertising and promotion costs previously recorded in pre-
paid expenses and other assets in prior years. The effect of
this change was to reduce income from continuing operations
by $1.2 million ($.10 per share) and to reduce net income by
$5.7 million ($.46 per share).

Effective January 1, 1979, the Company adopted the last-
in, first-out (LIFO) method of inventory accounting for most of
its domestic subsidiaries. Prior to 1979, such inventories had
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been accounted for at the lower of cost (generally actual or
average) or market. This change was made because man-
agement believes that the LIFO method (which charges cur-
rent earnings with current costs) minimizes inflation-induced
inventory profits and more appropriately reflects operating
results. The change had no effect on prior periods since the
December 31, 1978 inventories were the opening inventories
under the LIFO method. The effect of this change was to
reduce income from continuing operations and net income by
$2.0 million ($.16 per share).

Pro forma earnings (loss) per share, assuming that the
changes in accounting principles are.applied retroactively
(other than the change to LIFO which is not retroactively
applied), are as follows:

1979 1978

Actual Pro Forma Actual Pro Forma

Earnings (the loss) per common
and common equivalent

share:
Continuing Operations ........... $1.31 $1.31 $2.00 $1.88
Discontinued operations ......... (4.73) (4.73) (.30) (.30)
Cumuilative effect of accounting

changes..........c.covveuninnns (1.10)
Net income (loss) ................ $(4.52) $(3.42) $1.71 $1.58

Earnings (loss) per common
share, assuming full dilution:

Continuing operations ........... $1.31 $1.31  $1.93 $1.81
Discontinued operations ......... (4.73) (4.73) (.28) (.28)
Cumulative effect of accounting

changes............ocevuvinnnns (1.10)
Net income (loss) ................ $(4.52) $(3.42) $1.65 $1.53

THE QUAKER OATS COMPANY (JUN)

Consolidated Statement of Income

Millions of Dollars Except Share Data

1979 1978
Income Before Cumulative Effect of Change

in Accounting Principle ................... $84.5 $73.6
Cumulative effect as of July 1, 1978 of
change in method of accounting for in-

vestment tax credit...............oven. ) 14.7 —
Net Income .......coevvvivviiiiieiiinenns 99.2 73.6
Preference dividends ........................ 4.8 4.8
Net Income Available for Common ......... $94.4 $68.8

Per Common Share:
Income before cumulative effect of change

in accounting principle ................... $4.01 $3.34
Cumulative effect as of July 1, 1978 of

change in method of accounting for in-

vestment tax credit..............coeenent .74 —
Net income .......coeevvrineniniininiiinenns $4.75 $3.34
Dividends declared ................coevene. $1.20 $1.04
Average Common Shares Qutstanding (in

thousands)........coveveeeeninenennenennne. 19,884 20,623
Pro Forma Data:
Pro forma amounts, assuming retroactive

application of the 1979 change to the

flow-through method of accounting for

investment tax credit, are as follows:
Net iNCOME ....vvviriieerieniiireiiieenens $84.5 $75.3
Income per common share.................. $4.01 $3.42

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Income Taxes. Deferred income taxes are brovided on tim-
ing differences and result primarily from the use of acceler-
ated depreciation methods for tax purposes.

In 1979, the Company changed its method of accounting
for U.S. investment tax credits from the deferral to the flow-
through method in order to achieve greater comparability with
the general accounting practices of most other companies.
The deferred method amortized the investment tax credits
over the estimated useful lives of the related assets. The
flow-through method recognizes credits in income when the
assets are placed in service. The cumulative effect of this
change, which was made retroactive to July 1, 1978, was to
increase 1979 net income by $14.7 million, or $.74 per share.
See pages 25 and 26 (Net Income and Earnings per Share)
and the quarterly financial data (unaudited) on page 48 for
the effect of this change on 1979 quarterly and annual earn-
ings. The historical financial summary on page 22 discloses
the pro forma effect of this change on prior years.

Except for minor amounts, no U.S. federal income taxes
have been provided on the undistributed earnings of non-
U.S. subsidiaries, since they are expected to be permanently
invested in those countries. Reinvested earnings of these
non-U.S. subsidiaries amounted to $122.5 million and $97.4
million at June 30, 1979 and 1978, respectively.

FINANCIAL REVIEW (Page 25)

Net Income. Net income before cumulative effect of
change in the method of accounting for the U.S. investment
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tax credit was $84.5 million, a 12.2 percent increase over
fiscal 1978 pro forma net income. The cumulative effect of
the change in the method of accounting for the investment
credit amounted to $14.7 million. Including this one-time
credit, net income in fiscal 1979 was $99.2 million. Of this
credit, $1.7 million relates to fiscal 1978 and is included in the
pro forma 1978 net income. If this change in accounting prin-
ciple had not been made in fiscal 1979, net income would
have been $81.9 million, or 11.3 percent higher than last
year.

* * %

Earnings per Share. Net income per common share for
fiscal 1979 was $4.01, excluding the cumulative effect of a
change in the method of accounting for the U.S. investment
tax credit. This represents an increase of 17 percent over
comparable earnings per share of $3.42 last year. The
cumulative effect of change in accounting for the investment
tax credit resulted in recording a one-time earnings per share
credit of $.74 in fiscal 1979. Including this one-time credit,
fiscal 1979 earnings were $4.75. Of this credit, $.08 relates to
fiscal 1978, and, for comparative purposes, is included in the
fiscal 1978 earnings per share figure of $3.42. if this change
in accounting had not been made in fiscal 1979, earnings per
share would have been $.13 lower than the reported $4.01
but would still have been $.54, or 16 percent higher than last
year.

O’S GOLD SEED COMPANY (SEP)

Statement of Income

1979 1978
Income before cumulative effect of a change in accounting principle ...........oooovivviiiinii $707,778 $995,174
Cumulative effect on prior years of changing to a different inventory method, net of income tax .......... (448,924) —
L 1Ty TN $258,854 $995,174
Earnings per common share and common equivalent share before cumulative effect of a change in accounting
PrNCIPIE-NOTE 1. .. iet ittt ettt et e et et r e e r st e e ensanen st enseeensnenanns $ .15 $ .21
Cumulative effect on prior years of changing to a different inventory method, net of income tax .......... (.09) —
1T T N $ .06 $ 21
Pro forma amounts assuming the new inventory method is applied retroactively:
NBE INCOME ... eeee ettt sttt st s bt s s e a s b e e b e s s asaeees $707,778 $548,725
Earnings Per Common Share and Common Equivalent Share............coooevuiiiiiiviiniiininnnnn.. $ 15 $ 12

Note 1 (In Part): Summary of significant accounting poli-
cles:

Accounting Change - Inventory Pricing

The company has changed its method of pricing its seed
inventories from FIFO method to the average method. This
change was made because management believes it permits
a closer matching of costs and revenues during periods of
fluctuating unit costs, thereby presenting a more realistic pic-
ture of the company'’s financial progress. The cumulative ef-
fect on prior years has been included in current year net
income. As a result of adopting the average cost method, net
income for the current period is $456,253 or $.10 per share
higher than it would have been on the FIFO method. Pro
forma amounts have also been presented on the income
statement showing the effect of applying the new method
retroactively. For income tax purposes, the FIFO method has

been continued. Inventories are classified as follows:

1979 : 1978

Raw materials and work in process  $ 3,005,479  $ 3,552,221
Finished products .................... 10,961,689 8,884,204
$13,967,168  $12,436,525

Inventory amounts for 1979 are presented at average cost.
Inventory amounts for 1978 are presented at FIFO cost.
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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 divisions. There
is a presumption that consolidated statements are more
meaningful than separate statements and that they are
usually necessary for a fair presentation when one of the
companies in the group directly or indirectly has a con-
trolling 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 foot-
note 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 significant subsidiaries and shows the
type of subsidiary commonly excluded from consolidation.
For the purpose of the aforementioned tabulations a sub-
sidiary is a company described in an annual report as a sub-
sidiary or as more than 50 percent owned by its parent com-
pany. Notes to financial statements discussing consolidation
policies follow.

All Subsidiaries Consolidated

ACF INDUSTRIES, INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Summary of Significant Accounting Poli-
cies

Principles of Consolidation—The consolidated financial
statements include the accounts of ACF Industries, Incorpo-
rated and its subsidiaries. The Company’s investments in
companies owned 50% or less are recorded at cost plus the
Company's share of their undistributed income. Intercom-
pany transactions are eliminated.

TABLE 1-9: CONSOLIDATION POLICIES

1979 1978 1977 1976
Nature of Subsidiaries Not

Consolidated
Finance related
Credit...coocvvvenvinnne, 93 94 97 93
Insurance .................. 42 31 35 36
Leasing .........eeenvnnenn 22 18 17 20
Banks ........ccoevennennn. 7 6 10 10
Real estate ................... 27 25 30 33
Foreign......c.ccovvvvvennnnens 27 33 37 38

Number of Companies
Consolidating all significant

subsidiaries................ 434 428 423 411
Consolidating certain signifi-

cant subsidiaries.......... 156 163 167 178
Not presenting consolidated

financial statements ...... 10 9 10 n

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

ADAMS-MILLIS CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Summary of Accounting Policies (in part)

Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and its
wholly owned subsidiary, Adams-Millis Industries, Inc. Signif-
icant intercompany accounts and transactions have been
eliminated. Effective January 1, 1980, the Company’s wholly
owned subsidiary was merged into the Company.

THE BARDEN CORPORATION (OCT)

NOTES TO FINANCIAL STATEMENTS

Note A (in part): The Company’s significant accounting
policies are summarized as follows:

Principles of Consolidation: The accompanying consoli-
dated financial statements include the accounts of the Com-
pany and its subsidiary companies, each of which is wholly
owned. Material intercompany items and transactions are
eliminated in consolidation.

INTERCO INCORPORATED (FEB)

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 company’s fiscal year ends
on the last day of February. The major accounting policies of
the company are set forth below.

Principles of Consolidation—The consolidated financial
statements include the accounts of the company and all
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domestic and foreign subsidiaries, the majority of which are
wholly owned. All material intercompany transactions have
been eliminated in consolidation.

SQUARE D COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note A (in part): Summary of Significant Accounting Poli-
cies

Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and all of its
subsidiaries. All significant intercompany accounts and
transactions have been eliminated. The statements are
based on years ended December 31, except foreign sub-
sidiaries whose fiscal years end November 30.

SUN CHEMICAL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Summary of significant accounting poli-
cies

Principles of consolidation—The consolidated financial
statements include the accounts of Sun Chemical Corpora-
tion and subsidiaries. Financial statements of certain sub-
sidiaries cover fiscal years ending September 30 and
November 30 to facilitate timely consolidation. Intercompany
balances and transactions have been eliminated. Sun’s in-
vestments in 20%- to 50%-owned companies are reflected
on the equity method of accounting.

Excess of cost over net assets of companies acquired is
being amortized on a straight-line basis over 40 years.

All Significant Subsidiaries Consolidated

COLLINS & AIKMAN CORPORATION (FEB)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Accounting Policies

Basis of consolidation—The consolidated financial
statements include the accounts of all domestic and Cana-
dian subsidiaries. The Company’s European subsidiaries,
which are not material, are accounted for on an equity basis.

All intercompany transactions and profits have been elimi-
nated.

DANA CORPORATION (AUG)

COMMENTS ON FINANCIAL STATEMENTS

Principles of Consolidation—Dana’s consolidated financial
statements include the accounts of all domestic and signifi-
cant foreign subsidiaries of the Company. Other foreign sub-
sidiaries, and affiliated companies (20% to 50% Dana own-
ership) in which Dana exercises operating control or partici-
pates in management, are recorded in the consolidated
statements at the cost of the investment plus equity in undis-
tributed earnings since acquisition. Subsidiaries and affiliates

outside of North America are generally included in the con-
solidated financial statements for the twelve months ended
May 31, June 30 or July 31 to insure preparation of the con-
solidated financial statements within reasonable proximity of
August 31. Less than 50% owned companies which are not
accounted for on the equity basis are included in the consoli-
dated accounts at the cost of Dana’s investment. Dividends,
royalties and fees from these affiliates are recorded in Dana’s
consolidated statements when received.

The accounts of foreign subsidiaries and affiliated com-
panies are translated to U.S. dollars based on the official or
free rate of exchange applicable in the circumstances.
Foreign assets and liabilities are translated to U.S. dollars at
year-end exchange rates, except that inventories and prop-
erty, plant and equipment are translated at approximate rates
of exchange when acquired. Income and expense items are
translated at average rates of exchange prevailing during the
year, except for inventories charged to cost of sales and
depreciation which are translated at historical rates. Ex-
change adjustments are included in earnings currently.

Consolidated Foreign Operations (in part)—The consoli-
dated financial statements include the accounts of Hayes-
Dana and Weatherhead of Canada for the years ended Au-
gust 31, 1979 and 1978, Brown Brothers for the years ended
June 30, 1979 and 1978, Pellegrino and Dana Engineering
for the year ended June 30, 1979 and Maumee Holdings for
the year ended May 31, 1979. The following is a summary of
the more significant financial information of the consolidated
foreign subsidiaries:

1979 1978
(in thousands)
ASSETS o.iiiiiiiiiiiiiieeeens $300,305 $159,944
Liabilities ......ooeveiiiiinnininnnnes 167,368 84,929
Net sales ......ccovvvvvviininninenne. 455,424 266,948
Net income (including translation
gain of $2,199,000 in 1979 and
$168,000 in 1978)............... 19,399 10,908
Dana’s equity in—
Net asSets .......cceeveveenenenenn. 108,511 53,837
Net income ..........ccoveevennnen 15,378 7,775

The investment in these foreign subsidiaries, which repre-
sents Dana’s cost, including unamortized good-will of
$7,876,000 in 1979 and $8,051,000 in 1978, was
$53,348,000 and $29,719,000 at August 31, 1979 and 1978,
respectively.

KENNECOTT COPPER CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

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

Basis of Consolidation: The consolidated financial
statements include Kennecott Copper Corporation and all
significant subsidiaries more than 50% owned. Investments
20% to 50% owned are carried on the equity method of ac-
counting and less than 20% owned are carried at cost.



54 Section 1: General

MARTIN MARIETTA CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note A (in part): Accounting Policies
Consolidation Basis: Consolidated financial statements in-
clude the accounts of all subsidiaries except certain minor
subsidiaries engaged in real estate development and service

businesses and several minor foreign subsidiaries. All signifi-
cant intercompany accounts are eliminated in consolidation.

Finance-Related Subsidiaries Not
Consolidated

CONOCO INC. (DEC)

ACCOUNTING POLICIES

A summary of major accounting policies of Conoco Inc. is
presented below to assist the reader in evaluating the finan-
cial statements and other data contained in this report.

Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and its
majority owned subsidiaries, except for wholly owned finance
and insurance subsidiaries which were organized to finance
certain receivables and provide certain insurance coverage
for the Company and subsidiaries and are accounted for
under the equity method.

Conoco follows the practice of including in net income its
equity in earnings or losses of affiliates in which it owns 20%
or more of the outstanding voting stock and of corporate joint
ventures, and recording investments in these companies at
cost adjusted for Conoco’s equity in their earnings or losses.

THE FIRESTONE TIRE & RUBBER COMPANY (OCT)

NOTES TO FINANCIAL STATEMENTS

Note 1 (in part): Significant accounting policies

Basis of consolidation—The consolidated financial
statements include the accounts of the Company and all
majority-owned subsidiaries, except Firestone Credit Corpo-
ration, a wholly-owned subsidiary which is included on the
equity basis, and several subsidiaries which are insignificant
in the aggregate. All significant intercompany transactions
have been eliminated.

FMC CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Principal accounting policies

Principles of consolidation—The financial statements re-
flect the consolidation of all subsidiaries except those
excluded because of the different nature of their operations,
of which only FMC Finance Corporation (see Note 6) is signif-
icant.

GENERAL DYNAMICS CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note A (in part): Summary of Significant Accounting Poli-
cies

Principles of Consolidation. The consolidated financial
statements include the accounts of all significant domestic
and foreign subsidiaries except for domestic wholly owned
finance and leasing subsidiaries, the investments in which
are accounted for on the equity basis.

NATIONAL DISTILLERS AND CHEMICAL
CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Summary of Accounting Policies

Principles of Consolidation—The financial statements in-
clude the accounts of all majority-owned companies except
those subsidiaries engaged in insurance operations. Uncon-
solidated insurance subsidiaries and associated companies
are accounted for under the equity method, i.e., at cost, in-
creased or decreased by the Company’s share of earnings or
losses, less dividends. Associated companies include signifi-
cant companies in which National has at least a 20%, but not
more than a 50%, interest.

PULLMAN INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-

MENTS

Note 1 (in part): Significant accounting policies

Basis of presentation: The consolidated financial
statements include the accounts of Pullman Incorporated and
all majority-owned subsidiaries except its leasing, financing
and insurance subsidiaries, all of which are wholly-owned.
Investments in the latter companies are accounted for under
the equity method (see Note 7). The consolidated financial
statements reflect significant transactions with the leasing
and financing subsidiaries as discussed in the combined fi-
nancial statements of those subsidiaries, presented on pages
F14 to F18, which should be read in conjunction with the
consolidated statements.

The 1978 financial statements and notes thereto have
been reclassified principally to reflect the discontinuance in
1979 of rail passenger car operations.
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Real Estate Subsidiaries Not Consolidated

McCORMICK & COMPANY, INCORPORATED (NOV)

McCORMICK SUMMARY OF ACCOUNTING POLI-
CIES

Consolidation—The consolidated financial statements in-
clude all wholly owned subsidiaries except McCormick Prop-
erties, Inc., which is engaged in the business of owning, leas-
ing and constructing real estate properties for investment and
development.

SMITHKLINE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (In Part): Summary of Significant Accounting Poli-
cies

Principles of Consolidation—The consolidated financial
statements include the accounts of SmithKline Corporation
and all of its subsidiaries, except for investments in three real
estate subsidiaries and in a finance subsidiary. The accounts
of foreign subsidiaries are included for their fiscal years
ended November 30. Ail material intercompany accounts and
transactions are eliminated in consolidation.

THE WILLIAMS COMPANIES (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Summary of Significant Accounting Poli-
cies

Principles of consolidation—The consolidated financial
statements include the accounts of The Williams Companies
(Williams) and all significant majority-owned subsidiaries.
Williams Realty Corp., a wholly owned subsidiary engaged in
real estate activities, and companies in which Williams and its
subsidiaries own 20 percent to 50 percent of the voting com-
mon stock are accounted for under the equity method, except
for a 25 percent 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 fi-
nancial policies of the company to warrant application of the
equity method.

Foreign Subsidiaries Not Consolidated

COOPER INDUSTRIES, INC. (DEC)

SUMMARY OF MAJOR ACCOUNTING POLICIES

Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and all
majority owned subsidiaries, except for certain African and
South American subsidiaries which were recorded as a cost
investment at the date of the merger between Gardner-
Denver and the Company because of restrictions upon the
transfer of earnings and other economic uncertainties. In-
vestments of 50% or less in affiliated companies are ac-
counted for on the equity method, unless significant eco-
nomic or political considerations indicate that the cost
method is appropriate.

HARNISCHFEGER CORPORATION (OCT)

FINANCIAL NOTES

Note 1 (in part): Summary of Significant Accounting Poli-
cies Consolidation—The consolidated financial statements
include the accounts of all majority-owned subsidiaries ex-
cept a wholly-owned domestic finance subsidiary, which is
accounted for under the equity method, and a wholly-owned
Brazilian subsidiary, which is carried at cost due to economic
uncertainty. Intercompany transactions have been eliminated
in the consolidated financial statements.

Financial statements of certain consolidated subsidiaries,
principally foreign, are included on the basis of their fiscal
years ending July 31 through September 30. Such fiscal
periods have been adopted by the subsidiaries in order to
provide for a timely consolidation with the Corporation.

ST. JOE MINERALS CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Summary of Significant Accounting Policies (in part)

Principles of Consolidation—The consolidated financial
statements include the accounts of the Corporation and all
subsidiaries except for its subsidiary operating in Peru (Com-
pania Minerales Santander, Inc.) which is carried in invest-
ments at cost and is excluded from the consolidated financial
statements primarily because of unsettled economic condi-
tions and currency exchange restrictions. All significant inter-
company transactions and balances are eliminated. During
1979 the Corporation changed its accounting policy with re-
spect to its investment in certain South American subsidiaries
(see Accounting Change).
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BUSINESS COMBINATIONS

Paragraph 8 of APB Opinion No. 16 states:

The Board concludes that the purchase method and
the pooling of interests method are both acceptable in
accounting for business combinations, although not as
alternatives in accounting for the same business com-
bination. A business combination which meets
specified conditions requires accounting by the pooling
of interests method. A new basis of accounting is not
permitted for a combination that meets the specified
conditions, and the assets and liabilities of the combin-
ing companies are combined at their recorded
amounts. All other business combinations should be
accounted for as an acquisition of one or more com-
panies by a corporation. The cost to an acquiring cor-
poration of an entire acquired company should be de-
termined by the principles of accounting for the acquisi-
tion of an asset. That cost should then be allocated to
the identifiable individual assets acquired and liabilities
assumed based on their fair values; the unallocated
cost 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 1979 the survey companies re-
ported 39 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
statements for a pooling of interests usually commented that
the reason for not doing so was immateriality. Examples of
poolings of interests and purchases foliow.

POOLINGS OF INTERESTS

AVON PRODUCTS, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Merger—A merger with Tiffany & Co. was consummated
as of April 25, 1979, whereby Tiffany became a wholly owned
subsidiary of the Company through the exchange of
1,949,377 shares of the Company’s capital stock for all of the
outstanding common shares of Tiffany. The merger was ac-
counted for as a pooling of interests, and accordingly the
accompanying financial statements have been restated to
include the results of Tiffany.

Net sales and net earnings of both companies for the
periods preceding the acquisition were (in thousands):

Net Net
Sales Earnings
Three months ended March 31,
1979 (unaudited)
Avon Products, Inc. ............. $ 439,531 $ 38,310
Tiffany & Co. ...oovvvnvninnnens 14,026 628
$ 453,557 $ 38,938
Year ended December 31, 1978
Avon Products, Inc. ............. $2,014,706 $227,941
Tiffany & Co. ....ovvvvnininnnnnns 71,640 5,689
$2,086,346 $233,630

TABLE 1-10: BUSINESS COMBINATIONS

1979 1978 19717 1976

Poolings of Interests
Prior year's financial state-

ments restated ............ 22 31 31 24
Prior year’s financial state-

ments not restated ....... 17 25 17 19

Total o.u.eeereerercereecnernnes 39 56 48 43
Purchase Method................. 185 149 118 103

Prior to the merger Tiffany & Co. paid cash dividends of
$462,000 and $1,315,000 in 1979 and 1978 respectively.

THE MAY DEPARTMENT STORES COMPANY (JAN)

FINANCIAL REVIEW

Merger with Volume Shoe—In November 1979, the Com-
pany merged with Volume Shoe Corporation (Volume), a
self-service retail shoe store chain based in Topeka, Kansas,
in exchange for 6,477,000 shares of the Company’s common
stock. This merger has been accounted for as a pooling of
interests and, accordingly, all financial data for periods prior
to the merger have been restated to combine the operations
of the Company and Volume.

Net revenues and net earnings of the separate companies
for the 39 weeks ended November 3, 1979 (interim period
nearest the combination date) and fiscal 1978 are as follows:

Net Net

(millions) Revenues Earnings
39 weeks ended Nov. 3, 1979 (un-

audited):
May, as previously reported ....... $1,848.7 $ 43.2
Volume .....cccoovvniniiininiiinenn, 137.2 10.4

Combined ........covvnvennrnnnns $1,985.9 $ 53.6
Fiscal year ended Feb. 3, 1979:
May, as previously reported ....... $2,582.6 $ 90.0
Volume .....ocooveniiiniiniiiieans 150.1 n.4

Combined .............eeuvnnennen, $2,732.7 $101.4

DRAVO CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Merger with Southern Industries Corporation—On June 1,
1979, Southern Industries was merged with Dravo upon the
exchange of 2,003,137 shares of Dravo common stock for all
outstanding common shares of Southern Industries. This ex-
change was on the basis of .6652 Dravo share for each
Southern Industries share. The merger was accounted for as
a pooling of interests and, accordingly, all previously reported
Dravo financial information, excluding dividends per share,
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have been restated to include Southern Industries.

The restatement of recently published information is as
follows:

Year Ended
First Quarter  December 31,
(In thousands, except per share) 1979 1978
Revenue:
As previously reported............ $159,487 $845,242
Southern Industries ............... 27,870 113,620
Restated ..........ccccevvnenennnes 187,357 959,044
Income before taxes:
As previously reported........... 6,410 32,207
Southern Industries ............... 1,137 9,800
Restated ............cccevnenennen. 7,547 42,007
Net income:
As previously reported........... 3,718 18,770
Southern Industries ............... 784 6,447
Restated ........ccccveuvenennennn, 4,502 25,217
Earnings per share:
As previously reported........... .61 3.45
Restated ...........ccevvnvnennnne. .55 3.43
As of Previously Southern
December 31, 1978 Reported Industries
Shareholders’ equity:
Capital stock ......occevvvenennnes $ 6,127 $ 333
Other capital ...........ccccennent 39,304 9.753
Retained earnings................. 133,740 26,130
Treasury accounts ................ (3,968) (1,168)
$175,203 $35,048

The pooling adjustment to shareholders’ equity reflects the
exchange of Dravo common shares for Southern Industries’
outstanding common, which were stated at 10 cents per
share par value, and the retirement of Southern Industries’
treasury shares.

PURCHASES

COOPER INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 1—Acaquisition of Gardner-Denver Company

Effective April 30, 1979, Gardner-Denver Company, a
manufacturer of equipment and machinery for mining and
construction, petroleum, and general industrial production
uses, was merged into the Company. The Company acquired
approximately 45% of the outstanding common shares of
Gardner-Denver on March 30, 1979, in a cash tender offer
and received the remaining Gardner-Denver common shares
in the merger in exchange for 3,615,445 shares of Cooper
common stock and 5,423,168 shares of newly created
Cumulative Convertible Preferred Stock, $2.90 Series. The
total cost of the acquisition was $634,792,000, of which
$347,082,000 represents the fair value of the Cooper securi-
ties issued in the merger and $287,710,000 was paid in cash.

The transaction has been accounted for as a purchase,
and, accordingly, revenues and results of operations of

Pooling
Adjustment Restated
$ 1,629 $ 8,089
(1,970) 47,087
(827) 159,043
1,168 (3,968)
$ — $210,251

Gardner-Denver are included in the Company’s consolidated
results of operations from April 30, 1979. The total cost of
Gardner-Denver exceeded the fair market value to the Com-
pany of the assets acquired and liabilities assumed by
$199,741,000, which is included in the Company's consoli-
dated financial position as an intangible asset and is being
charged against net income over a period of 40 years.

The pro forma results of operations which follow assume
that the merger of the Company and Gardner-Denver had
occurred at the beginning of each year presented. In addition
to combining the historical results of operations of the two
companies, the pro forma calculations include adjustments
for the estimated effect on Gardner-Denver’s historical re-
sults of operations of certain changes in accounting policies
and historical asset and liability values which occur in a pur-
chase; additional interest expense as if debt incurred in con-
nection with the acquisition had been outstanding from the
beginning of each year; and adjustments to the calculations
of primary and fully diluted net income per common share as
if the Cooper common and $2.90 Preferred stock issued in
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the merger had been outstanding from the beginning of each
year.

Pro Forma Results of Operations
(000 Omitted except for per share

amounts)
1979 1978
Revenues ...........ccccceeevinnnn. $1,612,000 $1,415,000
Net income.........ccooevvevrinennss $ 118,000 $ 101,000
Net income per common share:*
Primary .....ocoveiviiiiiinneannn. $ 3.41 $ 2.83
Fully diluted ....................... $ 3.32 $ 2.80

*Reflects the two-for-one common stock split of March 21, 1980.

Incident to the merger with Gardner-Denver, the Company
entered into a Consent Agreement with the Federal Trade
Commission to divest certain product lines which are not ma-
terial, either individually or in total, to the financial position or
results of operations of the Company. The Company does
not expect the proceeds from these divestitures to be less
than the book value of the related net assets included in the
Company’s financial position.

DANA CORPORATION (AUG)

COMMENTS ON FINANCIAL STATEMENTS

Business Combinations—Wix .Corporation, a producer of
oil, air and fuel filters for use in automobiles, trucks and indus-
trial equipment, was acquired by Dana in June 1979. The
cost to acquire Wix was $114,272,000 which included
$33,012,000 paid in cash and $81,260,000 representing the
fair market value of 3,052,000 shares of Dana common stock
exchanged for Wix. This acquisition has been accounted for
as a purchase and accordingly, the results of operations have
been included in the consolidated accounts since the date of
acquisition. Goodwill resulting from this acquisition amount-
ing to $63,229,000 is being amortized over 40 years. The pro
forma combined results of operations of Dana and Wix for the
years ended August 31, 1979 and 1978 after giving effect to
adjustments recording the combination, none of which was
material, were:

1979 1978

Net Sales and Other Income  $2,902,747,000  $2,384,600,000

Net Income ................... 170,157,000 139,922,000
Net Income Per Common

Share ....ccoevvivviininnnn. $4.84 $4.02

Dana acquired The Weatherhead Company, a producer of
fluid power components and assemblies used in the man-
ufacture and maintenance of industrial equipment, pas-
senger cars and trucks in September 1977. The cost to ac-
quire Weatherhead was $46,965,000, which included
$14,024,000 paid in cash and $32,941,000 representing the
fair market value of 1,409,575 shares of Dana common stock
exchanged for Weatherhead common stock and approxi-
mated the net assets of Weatherhead. This acquisition has
been accounted for as a purchase and accordingly, the re-
sults of operations have been included in the consolidated
accounts since the date of acquisition.

In August 1978, a wholly-owned subsidiary of Dana pur-
chased the remaining 65% of Turner Manufacturing Co., its
35% owned English affiliate, for $17,052,000. Genuine Parts

Company S.A., a Swiss company, was acquired in June 1978 !

for $6,303,000 by a Dana wholly-owned Dutch subsidiary,
Maumee Holdings B.V. In addition, in April 1978, Dana ac-
quired an additional 54% of the outstanding stock of
Floquet-Monopole, a French affiliate, for $5,158,000. This
additional purchase of stock brought Dana’s ownership of
equity securities to 99%. The purchase cost of these com-
panies was carried at cost at August 31, 1978. In 1979, these
subsidiaries are included in the consolidated accounts with
the exception of Floquet-Monopole, which is carried in in-
vestments on an equity basis. The resuits of operations of
these companies prior to the dates of acquisition were not
material to the consolidated financial statements. Goodwill
resulting from these acquisitions amounting to $10,730,000
is being amortized over periods not in excess of 40 years.

GENESCO INC. (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2: Acquisition of Tennessee Ravenwood Properties,
Inc.—On September 11, 1978 the Company acquired from
the Genesco Retirement Trust all of the capital stock of Ten-
nessee Ravenwood Properties, Iinc. (“Ravenwood”), a lessor
of real property to the Company, for a cash purchase price of
$3,920,000. The acquisition was accounted for as a pur-
chase and the total purchase price was allocated to the real
property acquired. Results of operations from the date of
acquisition are included in the Consolidated Earnings State-
ment. If the results of operations of Ravenwood had been
included for all of the years ended July 31, 1979 and 1978,
results of operations would have been as follows:

1979 1978

Earnings (loss) before discontinued
operations and extraordinary

credit .veneiieieiee e $(7,947,000) $10,583,000
Earnings before extraordinary credit 6,314,000 10,583,000
Net earnings ..................... 6,314,000 14,660,000
Earnings (loss) per share:
Primary:
Before discontinued operations
and extraordinary credit ...... $(.91) $.56
Before extraordinary credit...... $ .22 $.56
Net eamnings ..........c..cccunenen. $ .22 $.88
Fully dilyted:
Before discontinued operations
and extraordinary credit ...... $(.85) $.52
Before extraordinary credit...... $ .21 $.52
Net earnings ..............c.cee.e. $.2 $.82

LEVI STRAUSS & CO. (NOV)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(Dollar Amounts in Thousands Except Per Share Data)

Acquisition—Effective September 10, 1979, Koracorp In-
dustries Inc. (Koracorp) was merged into Diversified Apparel
Enterprises, Inc. (DAE), a wholly owned subsidiary of the
Company. The total consideration of approximately $70,000,
excluding expenses, consisted of $32,747 in cash, $34,000
in shares of the Company's common stock (555,413 shares)
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and $3,261 which represented the value, net of option price,
which may be payable in the future in additional shares of the
Company’s common stock issuable upon exercise of
Koracorp employee stock options which were assumed by
the Company. Koracorp, now DAE, is principally engaged in
the manufacture and sale of apparel. The transaction has
been accounted for as a purchase and, accordingly, the op-
erations of DAE are included in the consolidated statement of
income from the date of acquisition. The excess of the pur-
chase price over the fair value of the net assets acquired
(goodwill) of $39,341 is being amortized, using the straight-
line basis, over fifteen years.

The following table summarizes, on an unaudited pro
forma basis, the results of the Company's operations as
though Koracorp had been acquired at the beginning of fiscal
year 1978:

1979 1978

Net sales .....ccooeveeineninenennnns $2,234,385 $1,864,614

Net income ........ccccevvvvvnennenn, 195,115 148,679
Net income per share (adjusted for

two-for-one stock split) .......... 4.56 3.27

LONE STAR INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 4 (in part): Acquisitions—In September 1979, the
company acquired all of the outstanding shares of Portland
Cement Company of Utah for cash. The acquisition has been
accounted for as a purchase and the net assets and results of
operations of Portiand of Utah since the date of acquisition
are included in the consolidated financial statements. The
total acquisition cost of $38,135,000 exceeded the fair value
of net tangible assets acquired by $15,947,000. This excess
is being amortized over 40 years. Unaudited pro forma con-
solidated condensed results of operations for the years
ended December 31, 1979 and 1978, as though Portland of
Utah had been acquired as of January 1, 1978, are as follows
(in thousands, except per share amounts):

1979 1978
Net sales ........cooevvvniviiinnnnnn.. $802,684 $652,170
Income from continuing operations. 58,420 33,452
Net income..........cevvenvnvnnnnen.. 67,122 48,390
Per Common Share:
Income from continuing operations. $5.37 $2.96
Net income...........ccovvenvnnnnn, $6.17 $4.29

The above amounts reflect adjustments for amortization of
the excess of acquisition cost over the fair value of net tangi-
ble assets acquired and depreciation are revalued purchased
assets.

MATTEL, INC. (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2 (in part): Acquisitions and Divestitures of Assets

Acquisition of Western—In June 1979, the Company pur-
chased all of the outstanding stock of Western Publishing
Company, Inc. (“Western”) for approximately $122,000,000,
comprising cash of $61,000,000 and 2,417,000 shares of

Series A convertible preferred stock. Western is a major pub-
lisher of books, a manufacturer of puzzies and other prod-
ucts, and engages in commercial printing. The purchase
price was allocated to acquired assets and liabilities based
on the fair value of the net assets acquired including working
capital of approximately $110,000,000. Approximately
$7,500,000 of working capital relates to net assets of Kable
Printing Company (“Kable”), a wholly-owned subsidiary of
Western, to be sold in fiscal 1981. Cost in excess of net
assets acquired of $10,643,000 is being amortized on a
straight-line basis over 40 years.

The results of Western’s operations are included in the
consolidated statement of income from June 1, 1979. The
following unaudited pro forma results of operations for fiscal
1980 and fiscal 1979 have been prepared assuming that
Western had been included since the beginning of each fiscal
year. In preparing this pro forma data, adjustments, net of
income tax effects, have been made for imputed interest ex-
pense on the acquisition debt and preferred stock dividends,
for depreciation and amortization on the estimated fair value
of the assets and for accounting conforming purposes. The
more significant conforming adjustments include additional
taxes on undistributed foreign earnings and a change from
the last-in, first-out to the first-in, first-out method of inventory
valuation for consolidated financial reporting purposes.

(In thousands except per 1980 1979
share amounts) (Unaudited)
Net Sales ......coovenenvinviiveiieniiieninnes $882,993 $767,855
Income Before Extraordinary ftem.......... $ 28,568 $ 29,528
Extraordinary income tax credits........ — 6,100
Net InCome ........oevviieniiniiiiennens 28,568 35,628
Preferred stock dividends................ 6,042 6,042
Net Income Applicable to Common Shares.  $ 22,526  $ 29,586
Income Per Share
Primary
Income before extraordinary item.... $1.7 $.
Extraordinary income tax credits..... — 31
Net Income ........ccoeeevnvunenaninnen, $1.17 $1.52
Fully diluted
Income before extraordinary item.... $1.16 $.21
Extraordinary income tax credifs..... — .24
Net Income...........coeuvenineniinnns $1.16 $1.45

PABST BREWING COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1: Acquisition—On April 2, 1979, the Company ac-
quired substantially all of the assets, including inventory, of
Blitz-Weinhard Company, a Portland, Oregon brewer, for
$8,400,000 cash and an agreement to make future payments
through July, 1982 contingent upon sales of one of the ac-
quired brands.

The acquisition has been accounted for as a purchase and
the excess ($399,000) of the consideration paid upon acqui-
sition over the fair value of the tangible net assets acquired is
being amortized over 15 years. Contingent payments are
also being recorded as intangible assets and amortized over
the then remaining life. The results of operations of Blitz are
included in the consolidated statement of income since the
date of acquisition. Had the acquisition been consummated
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on January 1, 1978, unaudited pro forma sales for the years
ended December 31, 1979 and 1978 would be $793,627,000
and $777,715,000, respectively, with unaudited pro forma net
income of $9,879,000 and $12,015,000, respectively, and
unaudited pro forma earnings per share of $1.17 and $1.40,
respectively. Such pro forma data reflect adjustments for
amortization of intangible assets and imputed interest.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Intangible Assets: Intangible assets resulting from acquisi-
tions are stated at cost less amortization over 15 years from
date of acquisition on the straight-line basis.

THE PILLSBURY COMPANY (MAY)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Acquisitions and dispositions:

Effective February 28, 1979, the company acquired the net
assets of Green Giant Company, an international food busi-
ness specializing in canned vegetables and frozen prepared
vegetables, frozen prepared entrees, and restaurant opera-
tions. The acquisition was accounted for as a purchase
through the issuance of 2,345,591 shares of common stock
valued at $78.9 million and $77.0 million of cash ($67.1 mil-
lion for 42.4% of the outstanding Green Giant common
shares purchased November 20 1978, pursuant to a tender
offer, $7.4 million for dissenting shareholders and $2.5 million
acquisition costs).

The aggregate purchase price of $155.9 million, including
expenses, exceeded the net assets acquired by $30.4 mil-
lion. Such excess amount was allocated principally to prop-
erty, plant and equipment based on appraised vaiues and will
be amortized on a straight-line basis over the estimated av-
erage remaining useful lives of approximately 20 years.

The consolidated statement of earnings includes Green
Giant's results of operations from March 1, 1979. Net sales
for the period were $154.4 million and net earnings were
approximately $5.5 million. Also included is $1.3 million of
equity in Green Giant's net earnings from the date of the
tender offer to February 28, 1979.

The pro forma combined results of operations, adjusted for
the amortization of excess purchase price, interest on short-
term debt incurred in connection with the acquisition and the
conforming of accounting policies on deferred expenses, as
though the acquisition had occurred June 1, 1977 are:

Year ended May 31

1979 1978

(In thousands except
per share amounts)

Net sales ......oeevvineiiniininnnnen... $2,556,329 $2,190,586
Earnings from continuing business ..... 87,670 75,274
Net earnings .............cccveevnenenen.. 87,670 76,164
Eamings per share:
Earnings from continving business .. 4.42 3.80
Net earnings ............cceeenennen.e. 4.42 3.84

The pro forma financial information is not necessarily indi-
cative either of results of operations that would have occurred

had the merger been effected on June 1, 1977 or of future
results of operations of the combined companies. Pro forma
financial information has been prepared in accordance with
Accounting Principles Board Opinion No. 16 and is based
upon the hypothetical assumption that the purchase price
would have been the same at the beginning of the periods
presented and the actual interest rates on money borrowed
for the tender offer would have been the same throughout the
periods presented.

A summary of the net assets of Green Giant at the time of
acquisition is as follows:

Noncurrent net assets: (in thousands)

Property, plant and equipment .................. $127,895
Intangibles and other assets ..................... 7,915
Long-term debt..........coovvviiviniiniiniennenne. (80,976)
Deferrals .......covvveveniiiiiiiiiiiiiiniinns, (920)
$ 53,914
Working capital:

COSN e $ 6,569
Receivables.............coeevveiiiiniiiinenannn., 40,626
Inventories .........ccoeviiiiiniiiiiiiiiiienannn, 184,650
Other current assets............ccocevvvennnnennn. 13,189

Notes payable and current portion of long-term
debt..oeeiii e (68,256)
Accounts payable and accrued liabilities........ (74,674)
Taxes ON iNCOME......c.oeuvureneerenenranenninens 195
$102,299

TABLE 1-11: CONTINGENCIES AND
COMMITMENTS

Number of Companies
1979 1978 1977 1976
Loss Contingencies

Litigation...........cceeueenen 353 310 330 3N
Guarantee of indebtedness.. 122 138 128 140
Possible tax assessment .... 88 97 88 87
Sale of receivables with re-

COUMSe ..vvvenrenernannnnsns 70 60 65 69
Renegotiation of government

contracts............vueunes 30 45 46 21
Government regulations...... 20 N/C N/C N/C
Other—identified ............ 48 52 33 35

Gain Contingencies
Investment credit carryfor-

ward.....oooeeiiieinnns 79 54 41 51
Operating loss carryforward 77 75 73 64
Plaintiff litigation ............ 22 14 30 26
Commitments
Dividend restrictions......... 427 423 418 437
Plant expansion.............. 106 93 109 102
Purchase agreements........ 29 23 39 60
Employment contracts ....... 14 16 25 15

Additional payments in con-

nection with an acquisi-

HOM. . v, 9 7 16 25
Other—identified ............ 24 19 25 20

N/C—Not Compiled.
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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 1979 annual reports of the survey
companies. The balance sheets of 210 survey companies
showed a caption, without an amount, for contingencies
and/or commitments. Examples of contingency and commit-
ment disclosures follow. Additional examples of disclosures
concerning obligations to maintain working capital or restrict
dividends are presented in connection with Table 2-25.

LOSS CONTINGENCIES

Litigation

AMPEX CORPORATION (APR)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Contingencies—The Company is the defendant in a law-
suit filed in 1973 by the County of Los Angeles. The com-
plaint alleges breach of a contract for the installation by the
Company of the video tape portion of the County’s ORACLE
System and damages in the amount of $4,250,000. The
Company has filed a cross complaint, alleging the County’s
breach of the same contract and damages in the amount of
$25,500,000. With respect to the County’s liability on the con-
tact, special counsel for the Company is of the opinion that
the court should sustain the position of the Company in con-
nection with its claim against the County under its contract
with respect to the liability of the County thereon; accordingly,
a provision for loss has not been made. Although the amount
of damages which can be anticipated to be awarded the
Company should its position be sustained by the court cannot
be predicted, special counsel is of the opinion that such dam-
ages should exceed the present book value of the equipment
and receivables associated with the contract (approximately
$6,000,000, all classified as long-term receivables).

The Company and its subsidiaries are involved in litigation
on a number of other matters and are subject to certain
claims which arise in the normal course of business, none of
which, in the opinion of management, is expected to have a
materially adverse effect on the Company’s consolidated fi-
nancial position.

ANCHOR HOCKING CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 4: Pending Litigation—On December 18, 1979, a
former competitor of the company filed suit in the Federal
District Court in Columbus, Ohio against the company,
another competitor, an international trade union and certain
corporate officers and union officials. The complaint seeks
damages resulting from plaintiff's inability to consummate a
sale of its glass tableware division, alleging, among other
things, a conspiracy among the defendants in violation of the
Sherman Act to frustrate the sale and an independent viola-
tion of the Clayton Act by the company in connection with its
1979 purchase of a plant from another glassware manufac-
turer. Plaintiff seeks divestiture of the plant and damages on
the various counts of the complaint in the maximum amount,
after eliminating duplicate claims, of $150 million.

Management believes the litigation is without merit and
intends to vigorously defend the case. In late February, 1980,
outside counsel for the company advised that, at this stage of
the litigation, they cannot give an opinion as to its ultimate
outcome, but that nothing has come to their attention as the
result of their preliminary investigation that would cause them
to conclude that it is likely that the company will not prevail.

CERTAINTEED CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 10 (in part): Contingencies, Commitments and Other
Matters

In 1977, suits were filed against the Company on behalf of
Valley Forge Corporation (“VFC”), an unconsolidated sub-
sidiary. In the complaints, VFC seeks an accounting from the
Company for debts and losses of at least $88,000,000 in-
curred by VFC allegedly by reason of the Company’s opera-
tions of VFC'’s business and financial affairs for its own pur-
poses; rescission of VFC’s 1972 acquisition of Housing Se-
curities, Inc. from the Company and certain of its former offic-
ers of, alternatively, damages of $24,000,000; an accounting
of $2,500,000 from the Company for funds allegedly diverted
for the benefit of the Company; diversiture of the VFC stock
owned by the Company and certain other relief. In addition,
the Company is a defendant in a suit by a bank creditor of
VFC claiming $2,800,000 plus accrued interest and punitive
darmages. It is management's opinion, based in part upon the
opinion of the Company’s counsel, that these actions will not
materially affect the Company’'s operations or financial posi-
tion.

In a suit brought by a former sales agent, a jury late in 1979
returned a damage verdict against the Company in the
amount of $9,800,000 on contract and fraud claims. It is the
opinion of the Company’s outside counsel in this matter that
the verdict is not supportable and will be reversed or, alterna-
tively, that a new trial will be required. It is management's
opinion, based in part upon the opinion of the Company’s
counsel, that the ultimate outcome of this suit will not materi-
ally affect the Company’s operations or financial position.

The Company is a party to a number of other legal actions
arising in the ordinary course of its business. In the opinion of



62 Section 1: General

the Company’s management, the Company has adequate
legal defense and/or insurance coverage respecting each of
these actions and does not believe that they will materially
affect the Company’s operations or financial position.

THE DUN & BRADSTREET CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11: Litigation—Late in 1979, a subsidiary of the Com-
pany was served with two identical class action complaints
alleging violations of various state and federal statutes, fraud
and negligence in connection with such subsidiary’s sale of
certain marketing information to a customer which utilized the
information to solicit purchases of commodity futures options.
The plaintiffs seek damages of $26,000,000, which amount
they allege may be trebled under state law, plus interest and
reasonable attorney’s fees. Neither complaint has been an-
swered and there have been no discovery or other pre-trial
proceedings in the cases. Based upon the facts now known
to the Company, management believes that any liability from
these actions would not materially affect the consolidated
financial position of the Company.

THE GREYHOUND CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Litigation—An action against Greyhound
Leasing & Financial Corporation (“Greyhound Leasing”), a
Financial Group subsidiary, in the U.S. District Court in
Puerto Rico by certain lessees, and affiliates thereof, of
Boothe Leasing Corporation of Puerto Rico, a small sub-
sidiary of Greyhound Leasing, claims damages in the aggre-
gate amount of $34,150,000 for alleged wrongful attachment
of equipment, property and assets of the plaintiffs arising
from the lessees’ alleged failure to pay rentals due under the
leases. Management believes, upon advice of counsel, that
the damages claimed are not well founded or are greatly
exaggerated and that the ultimate liability, if any, resulting
from this action will not have a material effect upon the con-
solidated financial condition of Greyhound Leasing.

Greyhound and certain subsidiaries are parties to various
other legal actions, the outcome of which is not expected to
have a material effect upon the consolidated financial condi-
tion of Greyhound, but in which the ultimate liability, if any,
cannot be reasonably estimated. Several of the suits, which
are being contested by pretrial proceedings, are brought on
behalf of classes or alleged classes of plaintiffs for alleged
discriminatory employment practices.

LONE STAR INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 19: Litigation—Beginning in late 1976, a series of
substantially similar class actions, now pending in the United
States District Court for the District of Arizona was brought
against the Portland Cement Association and almost all
United States cement producers, including the company.
Since 1976, additional, substantially similar class actions
have been filed by a number of states and business entities in

various Federal District Courts, and all of these have been, or
are expected to be, consolidated for pretrial purposes in the
Arizona Court. The company and certain of its subsidiaries
are defendants in most of these actions. All of the actions
allege that a nationwide combination and conspiracy existed
in violation of the antitrust laws to fix, maintain and stabilize
cement prices from on or before 1958 to the dates of com-
mencement of the various actions. None of the actions al-
leges a specific amount of damages, but they seek, in addi-
tion to other relief, money damages equal to treble the dam-
ages allegedly sustained by the plaintiffs. The actions have
not progressed beyond the preliminary pretrial stage. The
Arizona Court has certified the classes sought by plaintiffs to
include purchasers of cement and cement containing prod-
ucts. Management denies that it has entered into any such
alleged combination or conspiracy, believes that the alleged
violations are without foundation and intends to vigorously
contest all of the actions in which the company is involved.
While the outcome of this litigation cannot be predicted with
certainty, management believes it should not have a material
adverse effect on the company’s financial position.

LYNCH CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1: Litigation—During August, 1976, a civil action was
filed against the Company by a competitor of the Cox Instru-
ment Division, alleging, among other things, infringement of
certain patents and unfair competition by Cox in connection
with the design and manufacture of a hot engine test system
which was sold to a large automobile manufacturer in 1975.
The suit asks for damages of $3,000,000 and punitive dam-
ages of an additional $10,000,000.

The Company has engaged special patent counsel to vig-
orously contest this action and has denied the allegations set
forth therein. Management, after taking into consideration in-
formation furnished by counsel, is of the opinion that the
outcome of this matter will not materially affect the consoli-
dated financial position of the Company.

MATTEL, INC. (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8 (in part): Litigation and Contingencies.

Royalties Litigation—In November 1979, a former consul-
tant initiated an action against the Company based on al-
leged breach of certain contracts relating primarily to royal-
ties on inventions in connection with certain products sold by
the Company since 1967 and to be sold in the future. In early
1975, the Company filed an answer denying liability, assert-
ing certain defenses and alleging various counterclaims. In
fiscal 1977, an amended complaint was filed by the former
consultant seeking to recover alleged damages of an un-
specified amount and $10,000,000 punitive damages. Dis-
covery is substantially complete and the matter is proceeding
to trial.

Although the ultimate liability that might result from the final
resolution of this matter is not presently determinable, man-
agement and the Company's counsel in this matter are of the
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opinion that the final outcome of the litigation will not have a
materially adverse effect on the Company’s consolidated fi-
nancial position.

MOSINEE PAPER CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8 (in part): Commitments, Contingencies, and
Litigation—On October 5, 1977, the State of Wisconsin, as
Plaintiff, commenced an action in Circuit Court, Dane
County, Wisconsin, alleging that the Company failed to com-
ply with the effluent levels specified in its water pollution dis-
charge permit. The case was subsequently transferred to
Circuit Court, Marathon County, Wisconsin, by agreement of
the parties. Although the original pleadings did not specify the
number of alleged violations, the State of Wisconsin
amended its pleadings on two subsequent occasions and
now specifically alleges a total of 269 violations of the Com-
pany’s discharge permit since July 1, 1977. The Wisconsin
Statutes provided for a minimum forfeiture of $10 and a
maximum forfeiture of $10,000 for each separate violation of
any such permit. The Company has continued to contest this
action and recently, following initial discovery proceedings,
the State of Wisconsin made a settlement offer which was
unacceptable to the Company and it is expected that the
Company will continue to actively contest this action. The
Company anticipates that a forfeiture will result from this liti-
gation, either as a result of a settlement agreement or con-
tested litigation. The Company cannot accurately estimate
the amount or range of potential loss; however, it believes
that such potential loss will not have a material adverse effect
on its financial position.

PULLMAN INCORPORATED (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2 (in part): Rail passenger car operations—On June
14, 1979 The City of New York and the New York City Transit
Authority (NYC and NYCTA) filed suit against the company
and another corporation regarding the New York City subway
car contract completed in 1978. This action seeks judgment
of $112,300,000 in damages from the defendants, both jointly
and severally, for alleged breach of warranty and product
liability. The company filed counter claims against the plaintiff
for $146,800,000 and filed a cross claim against its co-

defendant seeking indemnification for any liabilities which -

may be assessed against the company in this suit. On De-
cember 21, 1979 NYC and NYCTA filed a summons against
the company and several other corporations regarding al-
leged deficiencies in certain material and equipment incorpo-
rated in the New York City subway cars. The complaint re-
ceived in January, 1980 indicates that the plaintiffs will seek
monetary damages in the amount of $80,000,000.

While counsel is not yet in a position to make an evaluation
of the probable outcome of these lawsuits since both actions
are in their early stages and discovery proceedings have just
recently been initiated in the earlier action, management is
still of the opinion that the ultimate resolution of this litigation
should not have a material adverse effect on the company’s
consolidated financial position at December 31, 1979.

Guarantee of Indebtedness of Others

THE ARUNDEL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note L (in part): Commitments and Contingencies—The
Company has guaranteed certain mortgages on residential
housing units sold. These mortgages total $1,638,960 at De-
cember 31, 1979. In addition, the Companyhas guaranteed
its proportionate share of certain lease obligations of three
construction joint ventures approximating $3,472,000 as of
December 31, 1979.

CHRYSLER CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 11 (in part): Long-Term Debt and Debt
Guarantees—Chrysler Corporation has guaranteed approx-
imately $77.7 million of 6% notes due January 1, 1995 of an
unrelated entity, ABKO Properties, Inc. (formerly Chrysler
Realty Corporation). Chrysler Corporation and consolidated
subsidiaries have also guaranteed securities approximating
$113.7 million of associated companies outside the United
States. Chrysler Corporation has other contingent liabilities,
substantially applicable to short-term credit facilities, amount-
ing to approximately $45.9 million.

FORD MOTOR COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 12 (in part): Guarantees and Commitments—At De-
cember 31, 1979, the Company and its consolidated sub-
sidiaries had guaranteed $308 million of debt, of which $295
million was debt of unconsolidated subsidiaries. Total
guarantees included $154 million of long-term debt. The
guaranteed amount included $278 million of unsecured debt
of Ford Leasing Development Company, a wholly owned un-
consolidated subsidiary that owns and leases real properties,
primarily for lease or sublease to Company-franchised vehi-
cle dealers.

THE GREYHOUND CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note K: Other Matters—Under the terms of credit
agreements with certain financial institutions, Greyhound has
guaranteed borrowings of a Financial Group subsidiary ag-
gregating $15,000,000 at December 31, 1979. In addition,
Greyhound has guaranteed borrowings and bank credit of
various other companies aggregating $11,500,000 at De-
cember 31, 1979, with outstanding borrowings of
$11,147,000 at that date.
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THE LTV CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note N—Contingencies and Commitments
Contingencies (in part)

A substantial portion of sales of aerospace products is sub-
ject to price adjustments under various statutes and regula-
tions as well as under the renegotiation terms contained in
contracts and subcontracts. It is not believed that any of
these will have a significant effect on the financial
statements.

Certain government agencies have proposed adjustments
affecting allowable costs charged to Vought contracts for
which it is believed that adequate provision has been made.

J&L Steel is a participant with other companies in certain
raw materials enterprises, and at December 31, 1979 was
contingently liable for $100,285,000 of long-term borrowings
of these enterprises, and was committed to share the cost to
be incurred by the enterprises, including future interest and
sinking fund payments on debt, to the extent funds so re-
quired are not available to the enterprises. Of this amount,
$87,785,000 represents J&L Steel's proportionate share of
certain indebtedness incurred in connection with the de-
velopment and expansion of an iron ore mine. J&L Steel has
guaranteed the payment of its proportionate share of the
amount borrowed in connection with an expansion of the
mine which will continue until such time as the expanded
mine satisfies certain production and cash flow tests. In the
event the mine has not produced at certain production levels
for a specific period of time by December 31, 1981, J&L Steel
will be immediately obligated to pay its proportionate share of
the amount borrowed over a period of twenty-four months.

MOBIL CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 14: Commitments and Contingent Liabilities—
Substantial commitments are made in the normal course of
business for the acquisition or construction of properties,
plants, and equipment (including tankers for time charter to
Mobil).

Mobil has guaranteed approximately $130 million of the
obligations of others, excluding certain cross-guarantees
(about $166 million) of foreign customs duties made with
other responsible companies in the ordinary course of busi-
ness. In addition, Mobil has guaranteed specified revenues
from crude and product shipments under agreements with
pipeline companies in which it holds stock interests. if these
companies are unable to meet certain obligations, Mobil may
be required to advance funds against future transportation
charges. No material loss is anticipated under these guaran-
tees.

Mobil and its subsidiaries are engaged in various litigation
and have a number of unresolved claims pending. While the
amounts claimed are substantial and the ultimate liability in
respect of such litigation and claims cannot be determined at
this time, Mobil is of the opinion that such liability, to the
extent not provided for through insurance or otherwise is not
likely to be of material importance in relation to Mobil's ac-
counts.

OUTBOARD MARINE CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 22 (in part): Commitments and Contingent
Liabilities—The Company has made arrangements by which
qualified customers may obtain inventory financing. Under
these arrangements, the Company guarantees the unpaid
balances, which were approximately $13,380,000 at Sep-
tember 30, 1979. The Company’s losses under this program
have been negligible.

Guarantees of Lease Payments

IPCO HOSPITAL SUPPLY CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Leases (in part)—The Company is contingently liable for
the mortgage and future lease commissions, attributed to the
Company’s former corporate headquarters sold during fiscal
1976, of approximately $4,437,000 and $115,000, respec-
tively. In connection with the sale, the property was conveyed
to the buyer subject to the mortgage on the property and the
Company is obligated to pay the lease commission if the
renewal option is exercised by the lessee.

The Company is contingently liable for an aggregate of
approximately $235,000 payable under a lease expiring in
1989 for its former McGehee, Arkansas plant and equipment.
The buyer assumed this lease obligation in connection with
the sale of the Company’s McGehee apparel business in
fiscal 1973.

THE UNITED STATES SHOE CORPORATION (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8 (in part): Commitments and Contingencies

Contingencies—The company has guaranteed and is,
therefore, contingently liable under leases of facilities expir-
ing between 1980 and 1994 that are operated by certain
customers. Minimum rentals guaranteed under such leases
range from $4,011,000 in fiscal 1980 to $3,255,000 through
1984 and aggregate $33,623,000 for sixteen years.
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Proposed Tax Assessments

ABBOTT LABORATORIES (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8: Taxes on Earnings.

The provisions for taxes on earnings consist of the follow-
ing:

1979 1978
Current:

Federal ........occevvvivinnnnnnn.. $62,136,000  $58,791,000
State i, 7,200,000 6,500,000
Foreign .......coovvvvivnvinininns 17,564,000 12,964,000
86,900,000 78,255,000

Deferred:
Federal .......covvvvviiiinininannns 9,853,000 6,255,000
Foreign .......ccoevviiiiinnnnnnn. 955,000 553,000
$97,708,000 $85,063,000

The taxes on earnings in 1979 and 1978 are less than the
respective amounts that would result from applying the statu-
tory Federal income tax rate of 46 percent in 1979 and 48
percent in 1978 to consolidated earnings before taxes. The
tax savings results principally from tax incentive grants re-
lated to the subsidiaries in operation in Puerto Rico. The
estimated tax savings on the operating income of these sub-
sidiaries amounted to $20,700,000 or $.34 per share in 1979
and $24,100,000 or $.40 per share in 1978. Additional tax
savings of $12,400,000 or $.21 per share in 1979 and
$9,600,000 or $.16 per share in 1978, resulted from the in-
vestment income of these subsidiaries. (See Note 3.)

The Internal Revenue Service is in the process of complet-
ing its examination of the Company’s Federal income tax
returns for the years 1970 through 1975. The Internal Reve-
nue Service has indicated that it intends to propose income
tax deficiencies of approximately $55,000,000 for these
years with respect to adjustments with which the Company is
in strong disagreement. These proposed adjustments relate
to a reallocation of the U.S. parent company of a portion of
the income of two domestic subsidiaries operating in Puerto
Rico under tax incentive grants. The Company will vigorously
contest these proposed adjustments, which, in the opinion of
management and outside tax counsel, are unsupportable in
reflecting the proper amount of income to be included in the
U.S. consolidated tax return. In the opinion of management
and outside tax counsel, the ultimate resolution of such ex-
aminations and their effect on subsequent years should not
have a material adverse effect on the consolidated financial
position of the Company.

CAESARS WORLD, INC. (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 9 (in part): Income taxes—On July 30, 1974, The
Company’s Caesars Palace subsidiary received a notice of
deficiency from the Internal Revenue Service seeking ap-
proximately $6,600,000 in additional federal income taxes,
consisting primarily of timing differences which have no effect

on income, for the years prior to the acquisition of Caesars
Palace. The Company does not believe the asserted de-
ficiencies will be upheld except for a tax liability aggregating
approximately $357,000 which has been conceded. The
Internal Revenue Service has also examined the Company’s
income tax returns for the years ended July 31, 1967 through
1974. The Company has received Revenue Agents’ Reports
with regards to fiscal 1967 through 1974 which proposed
additional taxes totaling $15,397,000 (before agreed upon
refunds for other years of $1,083,000). Of this amount, the
Company will concede items totaling $2,740,000 (before re-
funds the precise amount of which cannot be determined at
this time). Of the total proposed deficiency, $12,460,000 re-
lates to timing differences which have no effect on income.
The Company is contesting these and other items which
have not been conceded. In addition, the Internal Revenue
Service is currently examining the Company's income tax
returns for fiscal years 1975 and 1976.

FEDDERS CORPORATION (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2 (in part): Income taxes

In 1975, the Company was served with a deficiency notice
of approximately $15,000,000 relating to the years 1968
through 1970. This deficiency relates primarily to the valua-
tion of assets acquired in the 1968 purchase of the Norge
product line (which segment was sold in 1979—see Note 12).
On September 4, 1979, the United States Tax Court filed an
opinion, the effect of which will be to increase the Company’s
taxable income for 1968 and subsequent years. The Com-
pany has provided $6.4 million of federal and state income
taxes and interest thereon as part of discontinued operations
in 1979 to reflect the effect of such adjustments. The Com-
pany intends to pursue all remedies available to reduce these
taxes.

Also, during 1975, the Company received a deficiency
notice relating to the disallowance, as deductible interest ex-
pense, of the payments on the Series A preferred securities
issued in connection with the 1970 purchase of the Climatrol
product line.

In the opinion of the Company’s legal counsel, the issue,
which affects all subsequent taxable years, is without sub-
stantial merit. Therefore, no provision has been made by the
Company. During 1979 the Company paid the tax deficiency
plus interest of $765,000 related to this issue for 1971 in
order to appeal the case in court, and such amount is in-
cluded in other assets. If the Internal Revenue Service pre-
vails on this issue, this amount will not be recovered and the
Company'’s tax loss carryforward would be reduced by ap-
proximately $6 million.

The Internal Revenue Service recently completed its exam-
ination of the Company's 1975 and 1976 consolidated Fed-
eral income tax returns. Two significant adjustments pro-
posed by the examining agents relate to the disallowance of
the deductibility of Series A interest expense as discussed
above, and the purchase cost and valuation of assets ac-
quired in the 1976 purchase of Airtemp (see Note 11). If the
Internal Revenue Service prevails on the latter issue, the
Company’s tax loss carryforward would be reduced by ap-
proximately $19 million.
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In 1976, the Company was served by the State of New
Jersey with deficiency notices relating to corporation busi-
ness taxes for the years 1972 through 1974 of approximately
$375,000 plus interest. Assertion of similar issues for 1975
through 1979 may result in assessment of additional de-
ficiencies of approximately $1,000,000, plus interest. Man-
agement believes the state’s contention is an erroneous in-
terpretation of the statute and intends to pursue the issue in
the New Jersey Tax Court. Accordingly, no provisions have
been made for these deficiencies.

HEWLETT-PACKARD COMPANY (OCT)

NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS

Note 3 (in part): Taxes on income—The United States
Internal Revenue Service (the “Service”) has examined the
Company’s federal income tax returns through October 31,
1975 and has proposed additional taxes of $52 million relat-
ing to fiscal years 1972 through 1975. The Company is pro-
testing this assessment at the appellate level of the Service,
but, at this time, the final outcome is uncertain. If the issues
discussed below cannot be resolved to the Company’s satis-
faction, it intends to contest the proposed assessment in the
courts.

Of the proposed additional taxes, $22 million (plus interest)
relates to earnings of the Company’s Domestic international
Sales Corporation on which deferred taxes have been con-
sistently provided. Consequently, any adverse determination
of this issue would only affect interest expense.

The remaining $30 million (plus interest) relates to earn-
ings of the Company’s Singapore and Malaysian sub-
sidiaries; such earnings are substantially tax-free in those
countries. The Service claims these earnings should be con-
sidered U.S. taxable income while the Company believes
they should be considered income in the countries in which
they are earned. Further, earnings of these subsidiaries in
the fiscal years 1976 through 1979 totaling $67 million may
be subject to similar tax assessments in the future.

In the event that ultimate settlement of all of the contested
adjustments results in a liability in excess of related book
accruals, such excess will be charged to future earnings.
However, the Company believes that final resolution of these
matters will not have a material effect on its consolidated
financial position or results of operations.

NATIONAL DISTILLERS AND CHEMICAL
CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS
Note 17 (in part): Contingencies
Internal Revenue Service—Federal income tax returns of
the Company for 1971 and prior years have been examined
and settled. Although the Company has not yet received from
the Internal Revenue Service (“IRS”) a report of examination
of the Company’s federal income tax returns for the years
1972 and 1973, the IRS examiners have indicated that they
expect to propose adjustments asserting additional taxes and
penalties of $27 million (before interest) for the two years.
The potential assessments consist of taxes of $18 million and

penalties of $9 million for alleged underpayment of taxes
because of civil fraud. Of the proposed taxes and penalties,
$21 million related to sales promotion credits and allowances
given to customers of the Company’s Liquor Division. The
IRS examiners allege that these sales promotion credits and
allowances violated state liquor laws and therefore should
have not been taken into account in computing taxable in-
come. If similar adjustments are proposed with respect to
1974 and subsequent years, additional tax and penalty of
$10 million would be involved.

Although in January, 1979, the IRS notified the Company
that it had terminated a criminal investigation with respect to
the Company’s 1972 and 1973 tax returns, the IRS exam-
iners now propose imposition of civil fraud penalties for those
years based upon the pricing practices noted above that al-
legedly violated state liquor laws and the deduction of certain
payments which the IRS examiners allege were disguised
political payments. These matters had been voluntarily dis-
closed in the Company’s 8-K report to the Securities and
Exchange Commission for the month of January, 1977.

The Company does not agree with the proposed adjust-
ments and will contest any such tax deficiencies and penal-
ties. The Company, based upon consultation with outside
counsel, believes that it will prevail in such proceedings. Ac-
cordingly, the Company has made no provision for tax de-
ficiencies or penalties with respect to these matters.

Receivables Sold With Recourse

BEECH AIRCRAFT CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note F (in part): Commitments and Contingent
Liabilities—The Company was contingently liable for
$5,100,000 on certain customer notes which have been as-
signed to banks with recourse. The Company was also con-
tingently liable on guarantees of notes payable to banks and
others aggregating $5,343,000.

FLEETWOOD ENTERPRISES, INC. (APR)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 4: Contingent Liabilities—As is customary in the
mobile home and recreational vehicle industries, the com-
pany is contingently liable at April 29, 1979, under terms of
repurchase agreements with financing institutions providing
inventory financing for dealers of the company’s products.
Although the total contingent liability under these agreements
ie estimated by the company at approximately $86,000,000,
the risk of loss is spread over numerous dealers and financ-
ing institutions and is further reduced by the resale value of
any products which may be repurchased. Losses under
these agreements have not been significant in the past.
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GOULD INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Unconsolidated Financial Subsidiary (in part)—The Com-
pany’s wholly-owned financial subsidiary, Gould Financial
Inc., is engaged primarily in financing customers and dis-
tributors of the Company’s manufacturing divisions, purchas-
ing trade receivables of the Company’s manufacturing divi-
sions, and financing general industrial and commercial
equipment, principally as the lessor under full payout lever-
aged and direct financing type leases. Gould Financial is
located and conducts its business principally within the
United States.

Leases to the Company and affiliates accounted for ap-
proximately $9,891,000 and $7,370,000 of finance receiva-
bles at both December 31, 1979 and 1978, respectively. The
Company provides full recourse for leases of Gould manufac-
tured products which are in the lease portfolio of Gould Fi-
nancial. Such leases accounted for approximately
$1,682,000 and $4,664,000 of finance receivables at De-
cember 31, 1979 and 1978, respectively. Accounts and notes
receivable totalling $50,983,000 and $46,329,000 at De-
cember 31, 1979 and 1978 respectively, were sold by the
Comapny to Gould Financial with full recourse. Carrying
amounts paid to Gould Financial by the Company, which is
included in other income on the Company’s books was
$7,639,000 and $5,229,000 for the years ended December
31, 1979 and 1978, respectively.

Under an Operating Agreement between Gould Financial
and the Company dated July 25, 1978, the Company has
agreed to maintain available unused bank lines sufficient to
cover 100% of Gould Financial's outstanding notes payable,
to prohibit Gould Financing from incurring indebtedness un-
less certain ratios are maintained, and make such payments
or contributions as may be necessary to insure that Gould
Financial maintains a specified ratio of earnings to fixed
charges.

SUN CHEMICAL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 13 (in part): Contingent liabilities—The Company is
contingently liable with respect to graphic equipment leases
and installment sales contracts assigned and sold to financial
institutions. The Company’s estimated contingent liability on
these contracts is approximately $4,400,000.

Government Regulations

ASHLAND OIL, INC. (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note K: Federal energy regulations—The operations of
Ashland are subject to various federal regulations, including
regulations governing certain petroleum prices, crude oil and
petroleum product allocations, imports and a crude oil cost
equilization (entittement) program. During 1979 and 1978,
Ashland received a total of $117,710,000 and $103,546,000,
respectively, under the cost equalization (entitlement) pro-
gram. The amounts received are reflected in the statement of
consolidated income as a reduction of the cost of crude oil,
included in cost of sales and operating expenses, in the
month of determination which generally conforms with the
month cash is received. These regulations require that enti-
tlement receipts be reflected as a reduction of allowable pe-
troleum product prices.

Ashland cannot predict the effects on its operations of any
changes in the controlling laws and regulations but believes
expiration of these controls would not have an adverse effect.

Ashland's compliance with the aforementioned federal
regulations is under continuous audit by the Department of
Energy. While substantial amounts are involved in the vari-
ous issues raised by the Department of Energy including a
Proposed Remedial Order related to Ashland’s product pric-
ing procedures, management believes that these matters will
be satisfactorily resolved and that any adjustments will not be
material in relation to Ashland’s consolidated financial posi-
tion.

ESMARK, INC. (OCT)

FINANCIAL COMMENTS

Litigation and regulatory matters (in part)—The operations
of several Esmark subsidiaries are subject to the pricing and
allocation regulations of the Department of Energy. Esmark
believes that these subsidiaries have complied in all material
respects in accordance with industry practices and that its
interpretations of applicable regulations are correct. How-
ever, the complexity of the regulations, lack of guiding prece-
dent, periodic retroactivity and attendant uncertainty concern-
ing application of the regulations may expose these sub-
sidiaries to interpretations relating to costs and prices by reg-
ulatory authorities which differ from those of management.

Although the ultimate liabilities, if any, which may result
from these and other legal actions against the Company or
regulatory matters cannot be determined at this time, in the
opinion of counsel for the Company, any such liabilities or
any other relief that may be granted under any judgment or
administrative order will not have a materially adverse effect
on the Company’s consolidated financial statements.

FANSTEEL INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 9 (in part): Commitments and Contingent
Liabilities—Processing of certain ores results in residues
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which are subject to storage and disposal regulations of the
Nuclear Regulatory Commission. The Company intends to
continue to store these residues at one of its processing
plants. Maximum disposal costs, if any, cannot be reasonably
estimated, but management believes they would not have a
material adverse effect on the financial position of the Com-
pany.

NATIONAL DISTILLERS AND CHEMICAL
CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 17 (in part): Contingencies

The Company has claims against others, aand there are
claims by others against it, in a variety of matters arising out
of the conduct of the Company’s business. The ultimate liabil-
ity, if any, which might arise from a resolution of such claims
(including the matters discussed below) would not, in the
opinion of management, have a material adverse effect on
the Company’s financial position.

Department of Energy

In May, 1979, the Company received a Notice of Probable
Violation (“NOPV”) from the Department of Energy (“DOE")
claiming overcharges during the five-year period ended Au-
gust 31, 1978 of approximately $66 million plus interest in
connection with the sale to a major oil company of natural gas
liquid products, primarily propane and butane for resale.

The Company has filed a demand upon the DOE that it
rescind the NOPV as having been unlawfully made. In addi-
tion, the Company and its wholly-owned subsidiary which
owns the natural gas liquid products facilities at the Com-
pany’s petrochemical complex in Tuscola, lllinois, have filed
a complaint against the DOE in the United States District
Court for the District of Delaware seeking declaratory and
injunctive relief, including a judicial declaration that such
sales of natural gas liquid products were and are in accor-
dance with applicable DOE regulations and requesting a tol-
ling of any penalties of non-compliance with the NOPV pend-
ing judicial review. The DOE has moved to dismiss the com-
plaint.

The Company and its subsidiary continue to sell the natural
gas liquid products in accordance with past practice, which
could add to the alleged overcharges and subject them to a
claim for additional substantial penalities. Since January 1,
1980, butane has not been subject to price controls; accord-
ingly, there will be no overcharge or penalty claims applicable
to butane after such date.

The Company, based upon consultations with outside
counsel, believes that the pricing of natural gas liquid prod-
ucts to such oil company was and is in accordance with the
applicable regulations and that its position will prevail. Ac-
cordingly, the Company has made no provision for liability
with respect to this matter.

THE LTV CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

NOTE N—Contingencies and Commitments

Contingencies (in part)—The Company’s steel operations
are subject to various environmental and related laws, includ-
ing the Clean Air Act, the Federal Water Pollution Control Act,
the Resource Conservation and Recovery Act, the Surface
Mining Reclamation and Enforcement Act, the Toxic Sub-
stances Control Act, the Occupational Safety and Health Act,
and the Coal Mine Health and Safety Act. Uncertainties as-
sociated with the application of these laws and the regula-
tions promulgated and/or proposed thereunder create uncer-
tainties as to their financial impact on the Company’s steel
operations, with respect to both operating costs and capital
expenditures as well as the timing for the incurrence of such
expenditures.

Because the Company's steel operations are continually
seeking more cost-effective means of compliance, the Com-
pany cannot fully evaluate with certainty the magnitude of the
expenditures which may be required to bring its steel opera-
tions into compliance with the requirements of the laws and
regulations mentioned above. However, it has been esti-
mated that the cost of complying with the Clean Air Act and
the Federal Water Pollution Control Act at the Aliquippa,
Pittsburgh, Cleveland and Indiana Harbor Works through
1982 (in 1979 dollars) is $200 to $300 million dollars. This
expenditure coupled with expenditures required at other
plants, by other mentioned legislation and additional re-
quirements to come under the Federal Water Pollution Con-
trol Act could cause the Company to close certain of its older
facilities in the future and will limit the Company's ability to
modernize or enlarge its steelmaking facilities at least during
the immediate future.

In some instances, the statutes mentioned above and cer-
tain regulations provide for the imposition of civil penalties in
cases of noncompliance with environmental requirements.
During the course of current negotiations concerning settle-
ment of outstanding air and water problems at the Works
referred to above, U.S. EPA has indicated that it considers a
$10 million penalty to be appropriate for those operations.
However, it is expected that the penalty can be satisfied
through the installation of environmental control equipment
beyond that required by current environmental laws or by a
more rapid installation of equipment than is required by law.
The suggested $10 million penalty does not include the
amount of any penalty assessable pursuant to Section 120 of
the Clean Air Act which requires penalty payments in certain
instances equivalent to the economic benefit derived from
having sources not in compliance with Clean Air Act require-
ments after mid-1979. Final regulations which would serve to
define the magnitude of this penalty have not been promul-
gated as yet.

The statutes and regulations mentioned above have been
characterized in the past by continual change and changes in
the future are to be expected. These changes as well as the
outcome of pending and potential administrative and judicial
proceedings, particularly as to timing of the expenditures,
could significantly alter the environmental obligations of the
Company's steel operations in the future.

The Company and certain of its subsidiaries are parties to
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other litigation or proceedings, certain of which allege viola-
tions of Section 10 (b) under the Securities Exchange Act of
1934,

Itis not possible to predict with certainty the outcome of the
foregoing matters, but it is believed that they will not materi-
ally affect the consolidated financial position of the Company
or its subsidiaries.

THE VENDO COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 21 (in part): Contingencies and Litigations:
(c) Affirmative Action Plan

The U.S. Office of Federal Contract Compliance Program
(OFCC) has alleged that the Company has not fully complied
with an Affirmative Action Plan (AAP) conciliation agreement
between the Company and the OFCC regarding corrective
actions for allegedly discriminatory practices by the Company
at one of its factories. The Company believes it has fully
complied with the AAP agreement and that no further liability
exists. In the opinion of Company management, the allegedly
discriminatory practices resulted from insufficient training of
female applicants and employees. Therefore, the Company
has offered to provide training programs to the affected group
so that these individuals would be capable of assuming the
responsibilities of these positions. At the present time, the
Company and counsel cannot assess the probability of the
OFCC accepting the Company’s offer to provide training pro-
grams, but believes the maximum costs of actions which may
be necessary to achieve certification of compliance with the
AAP conciliation agreement will not materially affect the
Company'’s financial statements.

Investigations by Governmental Agencies

CASTLE & COOKE, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Contingent Liabilities (in part)—At December 29, 1979, the
Company was contingently liable for $10 million for notes
discounted and mortgage loans endorsed, and $37 million for
guarantees of indebtedness, generally for domestic affiliated
companies.

The Civil Investigative Demand served by the U.S. De-
partment of Justice on the Company in 1978 concerning al-
leged predatory practices remained relatively inactive. The
Company responded to the demand by supplying the re-
quested documents. Recently, the Justice Department has
indicated that it wishes to interview some Company person-
nel. However, it still is not possible to predict what, if any,
further developments may occur.

In October 1979, a competitor filed suit against the Com-
pany and one of its subsidiaries, alleging predatory conduct
and attempted monopoly by the Company in connection with
that competitor's entry into the banana market in the Gulf
Coast. The Company is gathering information on which to
base its response.

In November 1979, the U.S. Department of Justice (in ap-

parent reaction to the complaint described in the preceding
paragraph) served a Civil Investigative Demand on the Com-
pany, seeking information concerning alleged predatory prac-
tices in connection with the marketing and sale of bananas
imported through the Gulf Coast. The requested information
is being gathered. It is not possible at this point to predict
what further, if any, developments may occur.

The Federal Trade Commission (“FTC”) investigation of
the tuna industry announced in 1975 remained relatively in-
active through 1976. In May 1977, the Company and other
tuna canning companies received subpoenas for the produc-
tion of documents. The Company responded by submitting
the requested documents, and is unable to predict what, if
any, further developments may occur.

RAYTHEON COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Note J (in part): Commitments and Contingencies—The
staff of the Securities and Exchange Commission is conduct-
ing a private investigation into whether the Company has fully
complied with applicable securities laws. The investigation
appears to the Company to be primarily directed to the Com-
pany’s method of accounting for commissions and to whether
all material facts related to sales commissions have been
properly disclosed. It is management's opinion that there will
be no significant effect on the financial statements resuiting
from the investigation.

Expropriation of Subsidiary

GENERAL DYNAMICS CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note G: Possible Expropriation of Asbestos Corporation
Limited—Since October 1977, when the Premier of the Pro-
vince of Quebec, Canada, announced that the Government
of the province would attempt to negotiate the purchase of
the Corporation’s 54.6% stock ownership in Asbestos Corpo-
ration Limited (ACL), separate studies were commissioned
by both the Quebec Government and the Corporation to de-
termine the value of ACL's properties in Quebec and Ger-
many. These studies differed substantially in the values at-
tributable to the properties. On 21 September 1979, the Cor-
poration received an offer of $42 (Canadian) per share, which
was the value derived from the Quebec Government's study.
The Corporation's Board of Directors unanimously rejected
this offer.

On 22 June 1979, the provincial Government enacted an
expropriation statute which would allow it to take over ACL’s
Quebec assets immediately by the service of a notice of ex-
propriation. ACL filed suit in the Superior Court of Quebec
challenging the constitutionality of the expropriation statute
and requested a temporary injunction enjoining Quebec from
issuing the notice of expropriation until the constitutional is-
sues were resolved. In July 1979, the Superior Court refused
to issue the injunction, but on 13 December 1979, the
Quebec Court of Appeals entered the injunction enjoining
Quebec from serving the notice of expropriation until the final-
judgment is rendered in the constitutionality action. The ac-
tion on the constitutionality of the expropriation statute has
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been set for trial in April 1980.

The Corporation’s share of net earnings of ACL (in U.S.
dollars) was $7 million in 1979 and $5 million in 1978. The
Corporation’s equity in the net assets of ACL (in U.S. dollars)
was $79 million at 31 December 1979.

Severance Pay

THE RATH PACKING COMPANY (SEP)

NOTES TO FINANCIAL STATEMENTS

Note 5 (in part): Commitments and Contingent
Liabilities—Labor agreements covering production em-
ployees provide for separation benefits for individuals who
are placed in a layoff status exceeding two years, or who are
terminated as the result of the closing of a part of the busi-
ness or technological changes. Assuming discontinuance of
all operations, estimated contingent severance pay at Sep-
tember 29, 1979 aggregated approximately $25,000,000.

Substantially all retired employees of the company are
covered at specified levels under life insurance policies and
health insurance plans. The cost of such insurance coverage
is borne by the company and is expensed when paid;
amounts charged to operations during fiscal years 1979 and
1978 amounted to $1,443,000 and $1,075,000, respectively.
At September 29, 1979, the actuarially computed present
value of benefits earned by active and retired employees
totaled $16,900,000.

Termination Fee

THE DOW CHEMICAL COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Note P (in part): Contingent Liabilities—The Company has
contracted to purchase electricity and process steam from a
nuclear power plant being constructed by Consumers Power
Company at Midland, Michigan. If due to regulatory prob-
lems, (1) Consumers is unable to complete this plant prior to
December 31, 1984, or (2) the Company terminates its pur-
chase contract, the Company would be obligated to pay a
termination fee, which as of December 31, 1979 is estimated
at $175 million and $350 million, respectively.

A Canadian subsidiary has entered into an agreement to
purchase substantially all of the output of an ethylene plant in
the Province of Alberta. The owner of the plant, The Alberta
Gas Ethylene Company, Ltd., has borrowed $325 million
which has been guaranteed as to principal and interest by the
Company.

GAIN CONTINGENCIES

Operating Loss or Investment
Credit Carryforwards

AFG INDUSTRIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8 (in part): Income Taxes—At December 31, 1979,
the Company had net operating loss carryforwards of approx-
imately $8,265,000 and investment tax credit carryovers of
approximately $3,835,000 available to offset future federal
taxable income and tax liabilities as follows:

Net operating Investment
Expiration loss tax credit
year ending carryforwards carryovers
1980 ceoviieiiiiiiieenns $ — $1,072,000
1981 i, — 122,000
1982 e, 1,617,000 1,293,000
1983 .oovniiiiiieieiiens 43,000 147,000
1984 ..o, 1,368,000 686,000
1985 oo, 5,237,000 174,000
1986 ..ovviiiiierininenenns — 341,000

Because of timing differences related principally to interest
and pension costs, cumulative losses for financial reporting
purposes exceed those reported for tax purposes by approx-
imately $30,000,000. Because of the uncertainty as to
realization, no future tax benefits are recognized at De-
cember 31, 1979. As future tax benefits related to net operat-
ing loss and investment tax credit carryforwards become
realized, property, plant, and equipment will be reduced in
accordance with Accounting Principles Board Opinion No.
16.

ARVIN INDUSTRIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 4 (in part): Income Taxes:

Income taxes comprised: 1979 1978

Federal:

Current ...oiiiiiie e, $ 9,492,000 $20,074,000

Deferred (credit)........ccccvveenen. 600,000 (480,000)

State and foreign .................... 1,450,000 2,457,000
$11,542,000 $22,052,000

Effective tax rate .................... 36.1% 48.9%

Certain contract disallowance and depreciation provisions re-
lated to adjustments in connection with acquisition of a sub-
sidiary are permanent rather than temporary timing dif-
ferences. The tax deductions are higher than the related fi-
nancial statement expenses and, because the differences
are not subject to deferred tax provisions, the effective tax
rate has been reduced.

Investment tax credits amounted to $2,816,000 and
$655,000, respectively, for the two years.
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At December 30, 1979, a subsidiary's net operating loss:
carryforwards amounted to $2,915,000 expiring as follows:
1982—$360,000, 1983—$1,793,000, 1984—$617,000, and
1985—$145,000.

When utilized, the tax effect will be accounted for as an
adjustment of the purchase price of the subsidiary.

F&B/CECO INDUSTRIES, INC. (MAY)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 6: Income taxes—The Company files consolidated
federal income tax returns.

At May 31, 1979, the Company and its subsidiaries have
net operating loss carryforwards and unused investment tax
credits, which may be applied against future taxable income
and which expire as follows:

Net operating

Years ending loss Investment
May 31, carryforwards tax credits
1980 ..o $399,000 $ 18,000
1981 Lo 15,000
1982 e 25,000
1983 (oo 266,000 34,000
1984 .o, 267,000 19,000
1985 (e 7,000 19,000
1986 ..ovneeeeenieeiineneen 56,000

$939,000 $186,000
Plaintiff Litigation

BOISE CASCADE CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 7 (in part): Litigation and Legal Matters—The Com-
pany and its majority owned subsidiary, Cuban Electric Com-
pany, have claims of $279,300,000 plus interest at 6% from
1960 against the Government of Cuba certified by the U.S.
Foreign Claims Settlement Commission. These claims can-
not be reflected in the Company’s assets until agreement, if
any, is reached with Cuba on their payment and the rights of
Cuban Electric’s creditors have been determined.

During 1979, the United States and the People’s Republic
of China reached an agreement on settlement of all American
claims ($197,000,000 in the aggregate plus interest of 6%
from 1950) through payment by the People’s Republic of
$80,500,000 over five years, $30,000,000 of which was paid
in 1979 and the balance to be received in equal installments
through 1984. The claims of Shanghai Power Company and
another majority owned subsidiary of the Company against
the People’s Republic aggregating $55,600,000 plus interest
of 6% from 1950 was part of this settlement. If remaining
payments are distributed to American claimants on a pro rata
basis pursuant to current law, as was the 1979 payment, the
Company’s subsidiaries should ultimately receive a total of
$21,000,000 for its claim. In addition, Shanghai Power has
other assets of approximately $5,000,000 as a result of com-
pensation paid to it for damage suffered by its properties
during World War Il. Shanghai Power has settled litigation

brought by it in 1972 seeking to determine the respective
rights of various Shanghai Power security holders. Under the
settlement approved by the court in February 1980, Shanghai
Power’s 6 tael preferred stockholders, certain debenture hol-
ders, and their representatives may receive up to
$8,000,000. The Company’s approximately 80% interest in
these subsidiaries is not now reflected in the Company’s as-
sets. These subsidiaries will be dissolved as soon as rea-
sonably practicable.

KRAFT, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Contingencies—There are no pending legal proceedings
against the company other than ordinary routine litigation (in-
cluding several private actions, some seeking treble dam-
ages, based on alleged violation of the antitrust laws) which
is incidental to the company’s business and, based on the
opinion of the company’s General Counsel, it is believed that
the outcome of such litigation will not materially affect the
company’s consolidated financial position or operations.
Also, see the comments in Legal Matters, page 28.

The company has filed suits under the federal antitrust
laws in one case against certain suppliers of folding cartons
and in another against certain suppliers of corrugated mate-
rial, claiming treble damages in unspecified amounts. Based
upon the opinion of the company’s General Counsel, it is
believed that both suits are meritorious and could result in
significant settlements or awards of compensation to the
company but no estimate can presently be made as to the
time or the amount of ultimate recovery, if any, therefrom.

COMMITMENTS

Obligations to Maintain Working Capital or Restrict
Dividends

BLISS & LAUGHLIN INDUSTRIES INCORPORATED
(DEC)

FINANCIAL REVIEW

Long-Term Debt, Convertible Subordinated Debentures,
and Mortgage Loans (in part)—Long-term debt was as fol-
lows (in thousands):

1979 1978

Long-term loan..............cceuenen. $20,000 $20,000
Obligations related to industrial

revenue bonds .................... 7,668 8,053
Other, with various interest rates

(5%% 10 15%) ..ovvvininnnnnnn 2,043 2,709

29,711 30,762

Less current maturities............... 1,177 1,212

$28,534 $29,550

The above long-term debt has varying maturities including,
in the aggregate, maturities of $1,177,000 in 1980, $725,000
in 1981, $2,237,000 in 1982, $2,359,000 in 1983, and
$2,320,000 in 1984. The provisions of the loan agreements
and the indenture for the 53% convertible subordinated de-
bentures contain, among other things, restrictions on lease
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commitments, creation of mortgage indebtedness, payment
of cash dividends and stock redemptions. In addition, the
Company must maintain consolidated working capital of at
least $45,000,000 and consolidated current assets of not less
than 225% of consolidated current liabilities. At December
31, 1979, the Company had consolidated working capital of
$80,148,000 and consolidated current assets were 299% of
consolidated current liabilities.Under the terms of the most
restrictive agreement, retained earnings of approximately
$53,220,000 was not available for the payment of cash divi-
dends. At December 31, 1979, the Company may, under
certain restrictions, increase funded (long-term) borrowing by
$31,635,000.

The long-term loan, with an interest rate of 93%, has an-
nual installments due from 1982 to 1994. No compensating
balances are required under this agreement.

EMPIRE GAS CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 4: Long-Term Debt—Long-term debt at June 30,
1979 and 1978 consisted of:

1979 1978
Purchase contract obligations 5% to
10%, due 1979-199Xa)......... $ 3,071,156 $ 3,895,572
Convertible subordinated deben-
tures 5%, due 1988 (b) ......... 3,945,000
Term notes payable (c).............. 25,000,000 20,000,000
28,071,156 27,840,572
Less current maturities.............. 726,381 861,671
$27,344,775  $26,978,901

Aggregate annual maturities of the long-term debt out-
standing at June 30, 1979:

Maturity Date Aggregate
Year Ended Annual
June 30 Maturities
1980 .o $ 726,38
1981 Lo, 2,157,697
1982 o 6,723,911
1983 e 6,576,276
1984 oo, 6,481,432
1985 e 4,902,501
1986-1990 ..coovvineeniiiiiiiieeeene 502,958

$28,071,156

(a) The purchase contract obligations arose from the pur-
chase of operating businesses and are collateralized by the
equipment and real estate acquired in the respective acquisi-
tions.

(b) The debentures are convertible until maturity in
November, 1988. The conversion rate was 51.282 shares of
common stock for each $1,000 principal amount of deben-
tures. The debentures were called March 22, 1979 at face
value. In this transaction, there were 3,174 shares of the
Company’s stock issued and $3,748,000 paid in cash for the
debentures called.

(c) In 1978, the Company amended the existing revolving
credit and term loan agreement with two banks to increase
the amount of.the total commitment to $25,000,000 of unse-

cured term notes to be repaid in sixteen equal quarterly in-
stallments beginning on April 15, 1981. Under this agree-
ment, the Company may borrow and repay until January 15,
1981, up to the total commitment of $25,000,000. The total
borrowings under this agreement bear interest at 104% of
prime plus 3 of 1% until April 15, 1981, has 104% of prime
plus 2 of 1% after April 15, 1981. In connection with this
agreement, the Company has agreed to:

(1) Maintain monthly average compensating cash bal-
ances of not less than: (a) ten percent of the commitment
to January 15, 1981; and (b) ten percent of the unpaid
principal amount of the loans after January 15, 1981.

(2) Pay a commitment fee of one-half of one percent per
annum to January 15, 1981, on the average daily unused
portion of the total commitment.

(3) Maintain a minimum consolidated working capital
ratio of 1.35 to 1 with minimum working capital of
$5,000,000.

(4) Maintain a ratio of consolidated total liabilities
(excluding debt subordinated to this agreement) to the sum
of the consolidated net worth of the Company plus subor-
dinated debt of not more than 1.6 to 1 until June 30, 1979,
and thereafter not more than 1.4 to 1. The banks involved
have formally waived compliance with this provision for the
year ended June 30, 1979,

(5) Limit additional indebtedness, except as specifically
approved by the banks, to purchase contract obligations
and short-term working capita! borrowings of a maximum
of $10,000,000 at any one time.

(6) Limit additional loans and investments in other en-
tities to investments in oil and gas exploration ventures,
purchase of other propane distributing companies and in-
vestments in other subsidiaries. The amount of these loans
and investments is limited to a total of $120,000,000. The
banks involved have formally waived compliance with this
provision for the year ended June 30, 1979.

(7) Not merge or consolidate with or into any other entity,
or sell or lease over five percent of the Company’s total
assets or the assets from which more than ten percent of
its net income is derived.

Because the compensating balances arrangements under
the loan agreement are based on twelve-month average bal-
ances, the Company does not consider any of its cash bal-
ances to be restricted as of any specific date.

ETHYL CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 9: Retained Earnings Restriction—The Company’s
articles of incorporation and note agreements contain restric-
tions, among others, against the payment of cash dividends
and purchases of the Company’s stock. At December 31,
1979, $107,998,000 of retained earnings was free of such
restrictions under the agreement presently most restrictive.
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HOLLY SUGAR CORPORATION (MAR)

NOTES TO FINANCIAL STATEMENTS

Note 2 (in part): Long-Term Debt—The Loan Agreements
relating to the long-term notes place certain restrictions on
the Company, including maintenance of $20,000,000 work-
ing capital and $70,000,000 net worth ($75,000,000 at March
31, 1978). The Agreements, as amended in 1979, do not
permit payment of cash dividends if the Company’'s Consoli-
dated Tangible Net Worth is less than $75,000,000 at the end
of the most recent fiscal quarter. There were no retained
earnings available for payment of dividends under the Loan
Agreements at March 31, 1979.

MEREDITH CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 3 (in part): Long-Term Indebtedness—The Company
was indebted at June 30, 1979, for $25,000,000 under two
note agreements with insurance companies dated December
22, 1975, and September 30, 1978. These agreements carry
interest rates of 10v2 and 92 percent per annum, respec-
tively, and provide for principal repayments of $1,500,000 per
year during fiscal years 1982 through 1986, $2,500,000 per
year during fiscal years 1987 through 1991, and $1,000,000
per year during fiscal years 1992 through 1996.

The provisions of the agreements include a minimum work-
ing capital requirement, limitations on additional indebted-
ness and certain investments, and restrictions against cash
dividend payments and the acquisition of treasury stock. Re-
tained earnings available for cash dividend payments per the
above limitation were approximately $14,000,000 at June 30,
1979.

Capital Expenditures

BETHLEHEM STEEL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note D (in part): Commitments and Contingent
Liabilities—Based on its proportionate interest in certain as-
sociated raw material enterprises, Bethlehem is entitled to
receive its share of the raw materials produced by such en-
terprises and is committed to pay its share of their costs,
including amortization of their long-term debt. Bethiehem’s
share of such amortization averages approximately $6.1 mil-
lion annually through 1983. In addition, Bethlehem has
guaranteed debt of various enterprises, including that of cer-
tain associated enterprises, aggregating $31 million at De-
cember 31, 1979, and $37 million at December 31, 1978.

Bethlehem has placed purchase orders for a substantial
portion of the estimated cost to complete authorized
additions and improvements to its properties. At December
31, 1979, the total estimated cost to complete such additions
and improvements was $610 million.

BRIGGS & STRATTON CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 9 Purchase Commitments—The Company has
begun construction on a new 744,000 square foot service
parts distribution center and components manufacturing facil-
ity in Menomonee Falis, Wisconsin. The estimated cost of
this facility is $35 million of which $10.2 million was commit-
ted as of June 30, 1979.

COMPUGRAPHIC CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8 (in part): Commitments and Contingent Liabilities

Construction Commitments—On March 23, 1979, the
Board of Directors approved the construction of a 210,000
square-foot engineering and administrative facility in Wil-
mington, Massachusetts. As of September 29, 1979, approx-
imately $3,200,000 has been expended for plant construction
and an additional $5,100,000 has been committed for this
facility.

DAN RIVER INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 9: Commitments—Commitments for additions to
property, plant and equipment amounted to approximately
$16,965,000 at December 29, 1979 and $8,990,000 at De-
cember 30, 1978.

GIANT FOOD INC. (FEB)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS .

Note 7 (in part): Commitments

Property, plant and equipment—The Company plans to
expend, net of proceeds from sale-leaseback agreements,
approximately $37,000,000 during the next year for equip-
ment, store improvements and expansion of present distribu-
tion and processing facilities.

GULF RESOURCES & CHEMICAL CORPORATION
(DEC)

NOTES TO FINANCIAL STATEMENTS

Note 5 (in part): Commitments and Contingent Liabilities:

Capital Expenditures—Gulf estimates that capital expendi-
tures aggregating approximately $19,000,000 will be re-
quired after December 31, 1979, to complete facilities and
equipment purchases authorized. Substantial commitments
have been made in connection therewith.
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MASONITE CORPORATION (AUG)

NOTES TO FINANCIAL STATEMENTS

Note 18: Commitments—As of August 31, 1979, commit-
ments for major capital projects and timber were approxi-
mately $14,493,000.

REPUBLIC STEEL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS '

Note H: Commitments—In the event certain companies
are unable to make payments on their indebtedness (princi-
pally related to construction of facilities by companies supply-
ing raw materials to the Corporation) the Corporation has
agreed to pay specified amounts thereof aggregating
$242,049,000 at December 31, 1979. Principal commitments
include $195,333,000 for Reserve Mining Company and
$33,258,000 for Hibbing Development Company, both as-
sociated companies. The commitment with respect to Hib-
bing Development Company terminates at project completion
(estimated in 1980), once certain volume and operating stan-
dards are met.

Estimated costs to complete approved construction pro-
jects in process were approximately $692,000,000 at De-
cember 31, 1979, and $799,000,000 at December 31, 1978,
of which $213,000,000 at December 31, 1979, and
$106,000,000 at December 31, 1978, were firm commit-
ments.

Inventory Purchase Agreements

ACTION INDUSTRIES, INC. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note H (in part): Commitments and Contingent
Liabilites—The Company has agreed to purchase increasing
quantities of lead crystal stemware from a foreign manufac-
turer in the calendar years 1980 through 1984. The agree-
ment specifies overall quantities and price ranges for such
purchases in calendar 1980 and 1981 (with an aggregate
cost of between approximately $17 million and $23 million,
depending on item mix, for the two-year period), and calls for
negotiation of mutually satisfactory prices for specified over-
all quantities in the calendar years 1982 through 1984.

ARMCO (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 8 (in part): Commitments and Contingencies—A
subsidiary of Armco has entered into a completion and “take
or pay” agreement under which it will take its share (40%) of
the production of taconite iron ore pellets by Eveleth Expan-
sion Company. Eveleth has outstanding $175,000,000 worth
of 9%2% and $43,200,000 worth of 10% First Mortgage Bonds
due in 1995. Armco is committed to advance up to 40% of the
funds needed for the continued operation of Eveleth, includ-
ing amounts for depreciation and amortization at least equal
to the amounts required to pay principal and interest on such
bonds.

Commitments for the purchase of property, plant and
equipment (including unexpended amounts relating to pro-
jects substantially underway) amounted to approximately
$184,209,000 at December 31, 1979.

CENTRONICS DATA COMPUTER CORP. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 12: Commitment—The Company’s requirements of
mechanical assemblies for certain line printers are supplied
to them by a foreign vendor under an agreement which has
been extended to April 1985. Subject to quality, delivery and
certain other conditions, the Company has agreed to pur-
chase, a minimum number of mechanical assemblies. At
June 30, 1979, based on the then current exchange value of
the yen, the commitment amounted to approximately
$33,000,000.

JOSLYN MFG. AND SUPPLY CO. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 7: Commitments—The Company's Stainless Steels
Division has commitments to purchase certain raw materials
over the next three years principally at the then market
prices. At December 31, 1979, these commitments are ap-
proximately $9,900,000 based on current prices and are not
in excess of estimated production requirements.

The Company’s obligation under leases is not significant
and the annual rent expense for 1979 was less than 1% of
sales.

Supply Contracts

IOWA BEEF PROCESSORS, INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note G (in part): Commitments and Contingencies—The
Company has a long term cattle supply agreement with a
cooperative which supplies a major portion of the cattle
slaughtered in the Company’s two Pacific Northwest plants.
Through this agreement the Company had at November 3,
1879 price risk relating to approximately 80,000 head of cat-
tle on feed. The Company hedges this risk to the extent it
considers practicable.

The Company has commenced construction of a new beef
plant in Kansas which is expected to cost in excess of $100
million when completed. This plant is expected to open in
1981 and be fully operational in 1984.

PHELPS DODGE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 12 (in part): Commitments—As of December 31,
1979, Western Nuclear, Inc. had commitments to deliver 12.2
million pounds of uranium oxide through 1985 at prices sub-
ject to escalation or at prices not less than cost plus a
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specified amount subject to escalation. As of such date, the
Corporation had contracted to sell truoughout 1980 1.8 mii-
lion ounces of silver and 38,400 ounces of gold to be recov-
ered in 1980 as by-products of its domestic copper opera-
tions, representing about 75% of anticipated production, at
prices prevailing when the contracts were entered into in the
third quarter of 1979.

Employment Contracts

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, six vice
presidents and three corporate consuitants. Such
agreements have been revised from time to time. 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 28, 1979, excluding bonuses, was approximately
$4,000,000.

Non-Competition Agreements

SERVICE CORPORATION INTERNATIONAL (APR)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 3 (in part): Commitments and Contingencies

Non-Competition Agreements—In connection with various
acquisitions, the Company has entered into management,
consultative and/or non-competition agreements (generally
for five to ten years) with former owners and key employees
of firms acquired. Aggregate annual payments under such
agreements approximate $2,887,000 at April 30, 1979. The
total outstanding balance of such commitments was approx-
imately $14,300,000 at April 30, 1979.

Additional Payments Based on Future
Earnings of Acquired Companies

HMW INDUSTRIES, INC. (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11 (in part): Contingencies and Commitments—Iin
connection with the acquisition of IBN, the purchase price
could be increased by a maximum of $2,000,000 depending
upon IBN’s earnings calculated under the guidelines estab-
lished in the agreement for the period from March 1, 1976
through January 31, 1980. The final purchase price is ex-
pected to be determined by April 30, 1980. Such additional
amount, if any, will be recorded as excess of acquisition cost
over net assets acquired.

The Board of Directors has approved a capital expenditure

program of approximately $6,000,000 for a new plant and
additional manufacturing equipment in order to expand the
Company'’s precision metals capability.

Royalty Payments

VULCAN MATERIALS COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 7 (in part): Other Commitments and Contingent
Liabilities—Royalty expense, related principally to leases of
mineral-bearing properties, amounted to $6,496,000 in 1979
and $6,648,000 in 1978. Commitments under agreements
which require minimum annual royalties are: $1,644,000 for
1980; $1,566,000 for 1981; $1,391,000 for 1982; $1,294,000
for 1983; $1,066,000 for 1984; and $4,466,000 for all remain-
ing years for a total of $11,427,000.

Commitments for the purchase of property, plant and
equipment approximated $11,351,000 at December 31,
1979.

The company has extended through 1980 its participation
in a joint venture for the exploration and development of il
and gas reserves. Under this agreement, the company will
provide capital, up to a maximum of $15,000,000, for the
1980 exploratory program. If discoveries are made, the com-
pany will need to fund additional commitments for completion
of the discovery wells and drilling of any development wells.

Purchase of Unregistered Stock

LEVI STRAUSS & CO. (NOV)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Commitments—In late 1979 the Company entered into an
agreement for the lease of a new headquarters, now under
construction in San Francisco. The Company intends to
move into the new facility in 1981 and will occupy approxi-
mately 500,000 square feet of office space.

The Company has agreed to purchase, if so requested, its
unregistered common stock held in trust under the Employee
Retirement Plan. Such shares would be acquired at the
market price. At November 25, 1979 a total of 89,793 such
shares were held in trust.

Broadcasting and Recorded Music Contracts
CBS INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 7 (in part): Leases and Commitments—The Com-
pany routinely enters into commitments to purchase the
rights to broadcast programs, including feature films and
sports events, on television. These contracts permit the
broadcast of such properties for various periods ending no
later than December 31, 1998. The Company also enters into
long-term contracts with recording artists and companies for
the production of records and tapes. These contracts cover
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various periods through December 31, 1991. As of De-
cember 31, 1979 and 1978, the Company was committed to
make payments under such broadcasting and recorded
music contracts aggregating $682,846,000 and
$722,267,000, respectively.

Standby Commitment to Purchase Mortgage Notes

WEYERHAEUSER COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS '
Dollar amounts in thousands except per share figures

Note 9: Commitments—The Company's capital expendi-
tures have averaged about $500,000 per year since 1974 but
are expected to exceed that amount for the next several
years; however, as a consequence of future economic condi-
tions, the expenditure level could be increased or decreased.

Weyerhaeuser Real Estate Company sells commercial
paper guaranteed by the Company and pays it a fee equal to
V2 of 1% of commercial paper outstanding. Under its agree-
ment with the Company, Weyerhaeuser Real Estate Com-
pany must maintain unused non-guaranteed credit
agreements in an amount at least equal to its commercial
paper outstanding which at December 30, 1979 was $45,800
and at December 31, 1978 was $71,600.

Weyerhaeuser Real Estate Company sold to institutional
investors 900,000 $8.50 cumulative preferred shares for
$90,000. Weyerhaeuser Real Estate Company is required to
redeem 180,000 of these shares in each of the years 1985
through 1989 at a price equal to $100 per share plus accrued
and unpaid dividends. In the event that Weyerhaeuser Real
Estate Company fails to make a quarterly dividend payment
or a mandatory redemption payment, the holders of the pre-
ferred shares have the right to exchange their shares for an
equal number of the Company’s preference shares having
equivalent terms.

The Company has a commitment to Weyerhaeuser Mort-
gage Company, an unconsolidated wholly owned subsidiary
of Weyerhaeuser Real Estate Company, to purchase up to
$100,000 of U.S. government insured or guaranteed mort-
gage notes and other mortgage notes which meet all eligibil-
ity requirements for delivery to the Federal National Mortgage
Association under firm forward purchase commitments.
Within that limitation an amount not exceeding $6,000 of
Federal National Mortgage Association common stock may
be purchased. The commitment expires in July 1981 but can
be extended annually thereafter at Weyerhaeuser Mortgage
Company’s option. At December 30, 1979 the Company had
not purchased mortgage notes or securities under this
standby commitment.

Forward Exchange Contracts

FRANKLIN MINT CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Commitments (in part)

The company, in the normal course of business, purchases
precious metal futures contracts in significant quantities and

amounts. Such contracts, with approximate cost of
$25,000,000 at December 31, 1979, were committed to fulfill
customer sales orders and subscriptions, some of which ex-
tend into 1987, and additionally cover certain orders and
subscriptions the company anticipates receiving in 1980.

* * *

In November, 1979, the company entered into forward ex-
change contracts to sell approximately $121,000,000 in
foreign currencies of the countries in which it has operations
in order to hedge against currency fluctuations affecting
shipments scheduled in 1980.

SUBSEQUENT EVENTS

Events or transactions which occur subsequent to the bal-
ance sheet date but prior to the issuance of the financial
statements and which have a material effect on the financial
statements should be either reflected or disclosed in the
statements. Section 560 of Statement on Auditing Standards
No. 1 sets forth criteria for the proper treatment of sub-
sequent events.

Table 1-12 classifies disclosures of subsequent events in-
cluded in the 1979 annual reports on the survey companies.

Examples of subsequent event disclosures follow.

Business Combinations

CYCLOPS CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 13: Subsequent Event—During the first quarter of
1980, the Company acquired the outstanding stock of Silo,
Inc., a major retailer of nationally branded home appliances,
televisions and audio products. The purchase price of $24
per outstanding common share amounted to $34.6 million.
The acquisition will be accounted for as a purchase and the
excess of the consideration paid over the fair value of the net
assets acquired will be amortized over 40 years. The results
of operations of Silo will be included in the consolidated
statement of income from February 1, 1980.

On an unaudited pro forma basis, assuming the acquisition
of Silo had occurred on January 1, 1979, Cyclops net sales,
net income and earnings per common share and common
share equivalents would have been $1,046,000,000,
$7,552,000 and $2.06, respectively. These pro forma
amounts reflect estimated adjustments for good-will amorti-
zation, depreciation and interest expense.

ERB LUMBER CO. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 17: Subsequent Event—Effective January 1, 1980,
the Company acquired an additional 44 percent interest in
Erb Building Systems, a Florida based partnership joint ven-
ture, which increased the Company'’s interest in this partner-
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TABLE 1-12: SUBSEQUENT EVENTS

Number of Companies
1979 1978 1977 1976
Business combinations pend-

ing or effected ............ 51 62 51 40
Debt incurred, reduced or

refinanced ................. 29 17 33 26
Sale of assets................ 19 19 14 20
Stock splits or dividends .... 12 16 7 18
Litigation..........c..coneen.e. N 7 19 10
Other.....cc.oevevevennnnenen. 33 39 19 41

ship to 95 percent. The net purchase price was $830,000.

The unaudited pro forma consolidated results of operations
of the Company for the years ended December 31, 1979 and
1978, respectively, assuming that the aforementioned pur-
chase had taken place on January 1, 1978, would be approx-
imately as follows: total revenue—$139,259,000 and
$123,147,000; net income—$4,276,000 and $4,478,000; net
income per share of common stock—$3.38 and $3.26.

GETTY OIL COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 25: Supplemental Pro Forma Merger Information
(Unaudited)—On January 23, 1980, pursuant to the Agree-
ment of Merger dated as of November 2, 1979, Getty ac-
quired all of the assets of Reserve Oil and Gas Company.
The Reserve stockholders and warrant holders received
$35.00 per share of common stock, $51.10 per share of pre-
ferred stock, $25.00 per Class A warrant and $20.00 per
Class D Warrant. The total payment approximated
$628,000,000.

The following pro forma net income and income per share
data for the year 1979 have been prepared on the basis of
the purchase method of accounting and on the assumption
that the merger of Reserve into Getty was effective on
January 1, 1979:

Net Income
Income Per Share
(In thousands except

per share amounts)
Quarter Ended

March 31...ccoiiiiiiiennn, $102,059 $1.24
June 30, 136,187 1.65
September 30..........cc.cevennnn. 168,267 2.05
December 31..........ccivininnnin, 173,598 2.1

$580,111 $7.05

Pro forma income per average common share is computed
by dividing pro forma net income less preferred dividends by
82,154,052, the average common shares outstanding.

STERNDENT CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 12: Subsequent developments (unaudited)—On
March 4, 1980 the Company reported in a press release that
the management of the Company and Cooper Laboratories,
Inc. of Palo Alto, California, had agreed in principle to the
acquisition of all of the Company’s assets and assumption of
all the Company’s liabilities by Cooper. Upon consummation
of the proposed transaction, shareholders of the Company
will receive for each share of the Company’s Common Stock
$3 in cash and a debenture with a $25 face amount converti-
ble into Cooper Common Stock. The terms and conditions of
the debentures will be fixed near the closing such that they
will be expected to sell at par. It is anticipated that the trans-
action will be taxable to the Company’s shareholders. The
proposed transaction is subject to a number of conditions,
including approval by the Boards of Directors and sharehold-
ers of both companies, and negotiation of a satisfactory asset
purchase agreement. Cooper Laboratories develops, man-
ufactures and sells drugs and devices used primarily in
ophthalmology, dermatology and dentistry.

OSCAR MAYER & CO. INC. (OCT)

FINANCIAL REVIEW

Subsequent Event—On December 20, 1979, the Com-
pany acquired all of the outstanding shares of Louis Rich, Inc.
in exchange for approximately 1,390,000 shares of the Com-
pany’s common stock. Louis Rich, Inc. is a processor of tur-
key products. The merger is a pooling of interests. Accord-
ingly, historical financial data presented in future reports will
be restated to include the financial statements of Louis Rich,
Inc. Pro forma total assets and stockholders’ equity of the
Company on a combined basis amounted to $553,485,000
and $295,299,000 on October 27, 1979. Pro forma combined
operating data for the Company, giving effect to this transac-
tion, are indicated below:

1979 1978

Net sales .........coevnennnne $1,589,517,000 $1,491,110,000

Income before taxes......... 79,741,000 54,713,000

Net income................... 45,927,000 28,228,000
Net income per common

share......ccovvvviininnnns 2.87 1.77

RAYTHEON COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Note P: Subsequent Event—The merger of the Company
and Beech Aircraft Corporation was completed on February
8, 1980. Under the Agreement of Merger, each Beech share-
holder received .775 shares of the Company’s common stock
(approximately 10,332,000 shares) in exchange for each
Beech share.

The merger will be accounted for as a pooling of interests.

Pro forma unaudited combined results for the years ended
December 31, 1979 and 1978 on a pooling of interests basis
are as follows:
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1979 1978

(In thousands except
per share data)

Net sales ......ccoovvvvvninininnnnen. $4,354,238 $3,786,682
Net income ...........coeevveeninnennes 242,586 188,943
Earnings per common share ........ 5.9 4.64

The Company plans to record the tax benefits of The
Beech Domestic International Sales Corporation on a flow-
through basis. As a result, the 1979 and 1978 pro forma net
income have been increased by $2,246,000 ($.05 per share)
and $2,379,000 ($.06 per share), respectively.

Earnings per common share assume the full conversion of
Beech’s outstanding 43%% convertible debentures which
were converted on February 6, 1980.

Debt Incurred, Reduced or Refinanced

THE ARUNDEL CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note Q: Subsequent Event—On January 7, 1980, the
Company entered into a Revolving Credit Agreement with its
three credit line banks that will allow the Company to borrow
up to an additional $5,000,000 under terms basically equiva-
lent to the terms of its existing Line of Credit Agreement.
Under certain circumstances, the Company may reborrow
the amounts borrowed and repaid under the Revolving Credit
Agreement. However, if the proceeds used in repayment of
amounts borrowed under the Revolving Credit Agreement
come from the sale of properties that are held as security for
the Line of Credit Agreement, then the amount repaid may
not be reborrowed. The Revolving Credit Agreement expires
on June 30, 1981—the same date that the Line of Credit
Agreement expires. The Revolving Credit Agreement loans
are unsecured, but the Company has agreed not to pledge its
unpledged assets in future financing transactions.

BAXTER TRAVENOL LABORATORIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note E: Long-term notes payable—Long-term notes pay-
able were $60,904,000 at December 31, 1979, and
$31,172,000 at December 31, 1978, net of current maturities
of $7,642,000 for 1979 and $1,612,000 for 1978.

Included in long-term notes payable are sundry obligations
of various international and domestic companies. At year-end
1979 long-term notes payable included approximately
$31,700,000 of loans denominated in various currencies and
backed up by revolving credit agreements expiring in De-
cember 1981 and January 1982. Atyear-end 1978, long-term
notes payable included approximately $20,400,000 of loans
denominated in various currencies. The average rate of
interest on the sundry obligations at year-end 1979 was
12.8%.

In February, 1980, the Company negotiated a three-year
$50,000,000 bank loan at interest rates which will float with
the prime rate except that during the first six months, the rate
will not exceed 15%4%, and for the remaining 30 months, it

will be not more than 12% nor less than 9%. The Company is
permitted to prepay the loan at any time but at a penalty not
exceeding 3% during the first two years.

Debt maturities, exclusive of amounts intended to be refi-
nanced under long-term agreements, due annually for the
five years beginning in 1980 are $7,642,000; $13,764,000;
$7,555,000; $3,580,000; and $475,000.

GEARHART-OWEN INDUSTRIES, INC. (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 17: Subsequent Events—On March 6, 1980,
Gearhart Finance N.V., a wholly-owned subsidiary of the
company incorporated under the laws of the Netherlands
Antilles, completed the sale of $30,000,000 principal amount
of its 7¥2% Convertible Subordinated Guaranteed Deben-
tures due in 1995. The debentures are convertible into com-
mon stock of Gearhart-Owen Industries, Inc. at the rate of
$60 per share.

The net proceeds arising from the issue of the debentures,
which amounted to approximately $29,200,000 were loaned
to the parent company and used to repay short-term bank
borrowings of $15,500,000 outstanding at January 31, 1980.
Accordingly, that amount has been included in long-term debt
in the fiscal year 1980 consolidated financial statements in
accordance with Financial Accounting Standards Board
Statement No. 6. The remaining proceeds are being used by
the company and its subsidiaries for use in financing their
investments and operations.

Had the issuance of the debentures and the retirement of
the debt taken place at the time of the issuance of the debt
retired, the effect on earnings per share would not be signifi-
cant.

GILFORD INSTRUMENT LABORATORIES INC.
(JUL)

NOTES TO FINANCIAL STATEMENTS

Note 10: Subsequent Event—The Company entered into
an agreement with the County of Lorain, Ohio, for the is-
suance of Industrial Development Revenue Bonds for the
acquisition of machinery and equipment and construction of a
building during the next three years. The facilities will be
financed by the issuance of bonds in an aggregate principal
amount estimated at $4,000,000. Negotiations for issuance
of $2,500,000 of these bonds during the year ending July 31,
1980, at an annual interest rate of 6.85%, have been com-
pleted. The Company will consider utilizing the remaining
$1,500,000 for construction of a building during 1980.

GRUMMAN CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 3 (in part): Convertible Subordinated Debentures—
On January 29, 1980, the Company exercised its right to
redeem on February 28, 1980 all of its outstanding 8% con-
vertible subordinated debentures due September 1, 1999 at
the redemption price of $1,060 plus accrued interest of
$39.78 from September 1, 1979 to February 28, 1980, the
date fixed for redemption, for each $1,000 principal amount
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of debentures. The right to convert the debentures into com-
mon stock expires at the close of business on February 28,
1980, and after that date no further conversion of the deben-
tures can be made.

SUPREME EQUIPMENT & SYSTEMS CORP. (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 5 (in part): Long-Term Debt:

1979 1978
A) Notes payable, bank:

Termloon ......covvvneniinennnnn. $1,075,000 $1,425,000

Refinancing of short-term loan
(Note 4) ..ovenvnvvninininennnns 1,361,046 —
B) Notes payable, other............. 278,961 271,000
C) Capitalized lease obligations..... 218,662 —
Total coveieniiiiiiieenns 2,933,669 1,696,000
Less: Current portion.............. 521,659 386,000
Long-term debt.................... $2,412,010 $1,310,000

A) The above liability at July 31, 1979 has been ret-
roactively classified in accordance with a refinancing com-
mitment that was arranged as of October 24, 1979. The sig-
nificant provisions of the new agreement include:

1) Term loan—$2,300,000, payable in quarterly principal
installments of $115,000 from December 31, 1979 to
September 30, 1984.

2) Revolving credit—$1,700,000 maximum for two years
to September 30, 1981, converting to a three year term
loan thereafter.

3) Compensating balance required—$400,000.

4) Interest—1.75% above prime on principal and any defi-
ciency in compensating balance.

5) The bank has no security interest in the company’s as-
sets if the company maintains specified levels of work-
ing capital, stockholders’ equity, current ratio, and ratio
of liabilities to equity. These requirements increase an-
nually during the term of the loan. If the company does
not meet the requirements, but maintains specified
minimum levels, the bank receives a security interest in
all unencumbered assets. If the minimum requirements
are not maintained, the loan may be considered in de-
fault. The company has complied with all requirements
as of July 31, 1979. At July 31, 1980, it is required to
have working capital of $5,500,000 and stockholders’
equity of $7,000,000 to maintain the loan on an unse-
cured basis.

6) There are restrictions on cash dividends, additional
debt, equipment purchases and business acquisitions.
In the event that the present chief executive officer shall
cease to hold that position, the bank may, at its option,
declare the notes to be due and payable.

J. WALTER THOMPSON COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 13: Events Subsequent to the Balance Sheet
Date—The Company obtained a $20 million revolving-credit
facility from two banks in March 1980. The facility replaces an
existing $5 million facility previously granted by one of the
banks. After three years the revolving credit will be converted
to a five-year term loan to be reduced in equal quarterly
installments over the next five years. The loan will bear inter-
est at approximately the prime rate and will contain certain
working capital covenants.

DOE SPUN INC. (APR)

NOTES TO FINANCIAL STATEMENT

Note 13: Subsequent Event—Subsequent to April 30,
1979, the following events occurred:

a. On June 26, 1979, the shareholders of the Company
voted to approve the agreement dated February 28, 1979
with the estate of the former company president, Albert Eich-
ner. The agreement provides for the purchase of 341,000
common shares of the Company held by the estate at $5.50
per share or $1,876,050 in the aggregate, which was paid on
June 27, 1979.

b. On June 27, 1979 the Company borrowed $2,000,000
from a bank, payable in quarterly installments of $125,000
commencing September 30, 1979, with interest at the prime
rate for the first year, with interest at one quarter percent
above the prime rate for the next two years and one-half
percent above the prime rate thereafter. The loan agreement
requires maintenance of certain levels of working capital and
tangible net worth. It also provides for certain financial ratios,
restricts capital expenditures and repurchase of the Com-
pany’s capital stock, restricts cash dividend payments to 25%
of net income and restricts lease commitments.

The pro forma balance sheet (Exhibit A) gives effect to the
above events as if they had occurred on April 30, 1979, the
date of the balance sheet.
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Exhibit A

Pro Forma Consolidated Balance Sheet as of April 30,
1979

Pro Forma
Adjustments
Assets Historical Dr. (Cr) Pro Forma
(Exhibit B)
Current Assets:
CaSh e e a $ 574,095 ($1,876,050)a $ 698,045
2,000,000
Accounts receivable, net of allowance for uncollectible accounts of $44,500...... 1,434,436 1,434,436
INVERTOMIBS ..ovuieieniitiieiiete e ettt et er et e e eaetesnaereaneenesnastnnnnns 3,882,378 3,882,378
Prepaid expenses and other current GSSetS .............ccevuvveeeriverinneeeinnnennnn. 333,970 333,970
Total CUrrent ASSEES.......ccuvvuiiriiniiiiereiiieiin et eineeieeserreenerreeess 6,224,879 123,950 6,348,829
Property, Plant and Equipment, at cost less accumulated depreciation and amortization. 1,837,497 1,837,497
Oher ASSEES ......iieitiieireiiriietiie et e e e eeeee et erreenneernreanaasreeraeananas 405,634 405,634
TOtal oo re e aas $8,468,010 $ 123,950 $8,591,960
Liabilities and Shareholders’ Equity
Current Liabilities:
Notes payable—bank—current portion............ccevieiniiiiiirriiiiniereeneennennns ($ 375,000)) $ 375,000
Capitalized lease obligations—current portion ..............covvieeriirieeinenenennns $ 44,086 44,086
Accounts payable ..........c.oviiiiiiiiii e 737,081 737,081
Accrued expenses and other current liabilities..............coccoveviviniiiiiiniinnnnn. 590,518 590,518
Income taxes PayabIe ..........ceuvvuiiniiiiiiiiii e 263,138 263,138
Total Current Liabilities ..........ccoeoviniiiiiiiiiir e 1,634,823 ( 375,000) 2,009,823
Capitalized Lease Obligations ...............ovvueviiniiiniiieiieriie e e e eenns 922,108 922,108
Note Payable—bank .........c...ooiiiiiiiiii e ( 1,625,000)) 1,625,000
Shareholders’ Equity:
Common stock—$.10 par value:
Authorized—1,500,000 shares
Issued—1,130,000 ShAres ...........oveuniereiineiiniiieiierereeieeaesnineenns 113,000 113,000
Capital in excess of par value...........ocevviviiiiiriiiiiir e eenaas 818,020 818,020
Retained earnings (Exhibit D)...........cooeiiriiiiniiiiiiiiiii e 5,295,947 5,295,947
TOMAl et e e a e et et e e eas 6,226,967 6,226,967
Less: Treasury stock, at cost (183,500 shares—Historical, 524,600 shares—Pro
FOMMA) . eeeiitei et et e e e e e et ea e r e aaas 315,888 1,876,0500) 2,191,938
Total Shareholders’ EQUItY ............oceuveuiiineiniiieenienreieeaeinnennerinanes 5,911,079 1,876,050 4,035,029
L P E ST UU T TUOt $8,468,010  ($ 123,950) $8,591,960
Litigation ARMCO (DEC)

ALLEGHENY LUDLUM INDUSTRIES, INC. (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 16: Contingent asset—In January, 1980 a Federal
District Court in Houston, Texas, following a jury trial com-
pleted earlier, entered judgment in favor of Chemetron Cor-
poration, a wholly-owned subsidiary of Allegheny, against
Marathon Manufacturing Corporation and two individual de-
fendants in a suit brought for securities law violations.
Marathon Manufacturing Corporation has stated publicly that
it will appeal the judgment and, since the outcome cannot be
predicted at this time, no portion of the judgment has been
reflected in the accompanying financial statements.

NOTES TO FINANCIAL STATEMENTS

Note 9 (in part): Litigation—Armco filed suitin 1976 against
Allied Chemical Corporation, a supplier of blast furnace coke
and coke oven gas, claiming damages for breach of contract.
Allied filed a separate action against Armco in 1978 claiming
damages for an alleged failure by Armco to timely advise
Allied of Armco’s need for blast furnace coke. On January 18,
1980, Armco and Allied announced they had reached a final
agreement to settle their respective claims. Under the settle-
ment, Allied paid Armco damages of $20 million in cash and
transferred to Armco an operating coal mine. The value of the
settlement, which will be reflected in our first quarter 1980
income statement, will be determined upon receipt of consul-
tants’ evaluation of the mine.
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DAYTON MALLEABLE INC. (AUG)

NOTES TO FINANCIAL STATEMENTS

Note J: Litigation—Subsequent to August 31, 1979, as a re-
sult of a suit brought by the State of Ohio Environmental
Protection Agency for a minor water pollution violation, a
judgment was rendered against the Company in the amount
of $493,500.

In management's opinion, the judgment is exorbitant and
not consistent with the evidence. The Company will appeal
the case.

HOLLY SUGAR CORPORATION (MAR)

NOTES TO FINANCIAL STATEMENTS

Note 8: Litigation—In 1974, the Federal Government
commenced antitrust litigation against the Company in the
Northern District of California, the last phase of which was
settled by the entry of final judgments on September 8, 1978.
Numerous private treble damage actions also resulted. A set-
tlement agreement relating to these private actions was ap-
proved by the court in 1977, but this settiement and the result-
ing judgments did not purport to resolve claims of the state
entity classes, a molasses class, the claims of certain plain-
tiffs which elected not to participate in the settlement (some
of which later agreed to settlement) and claims originally
brought in the California state court. These matters have
been reported previously.

In April 1979, a joint agreement was reached by Holly and
certain other defendants with one of the two remaining non-
class private plaintiffs, and in May 1979, agreement was
reached with all of the state entity plaintiffs, except for those
represented by California and Minnesota, for settlement of
their claims. Subject to certain conditions set forth in the set-
tlement agreement, Holly, on May 1, 1979, paid to a trustee
an aggregate of $266,795 as its allocable portion of these
settlements. It is anticipated that these settlements, which
require court action, will become final shortly. Claims for in-
junctive relief by certain states remain open. In addition, the
claims of the molasses class, one non-class private plaintiff,
the government entity classes in California and Minnesota
concerning claims originally brought by these two States in
their respective state courts, and claims by a private con-
sumer class brought originally in the California state court
remain pending against the Company at this time.

INTERNATIONAL TELEPHONE AND TELEGRAPH
CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS

Commitments and Contingencies (in part)—In February,
1980, American Telephone and Telegraph Company (AT&T)
and the Corporation signed an agreement to settle prior anti-
trust litigation. The agreement calls for a joint feasibility study
of ITT's 1240 digital switching system and, if found viable
technically and from a cost standpoint, AT&T's system en-
gineering support of a two-year program to adapt the 1240
switch for use in the Bell System network. In addition, the
agreement provides that AT&T will purchase over a ten-year
period up to $2 billion in telecommunications products and

services from ITT that the Bell System determines to be
competitive. AT&T also made a deposit with ITT of $100
million on March 5, 1980, and will make a further deposit of
$100 million on January 1, 1984, which will be returned to
AT&T at a rate of 10% of Bell System purchases of such
products and services from ITT. The income effect of this
settlement will be recorded as products and services are de-
livered under the contract.

MEREDITH CORPORATION (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 10: Possible Loss from Litigation—On August 15,
1978, a court in Los Angeles County, California, entered a
judgment of approximately $1.4 million in compensatory and
$6 million in punitive damages, plus interest, against the de-
fendants in the case of Ralph H. Andrews and his company
against Meredith Corporation and others. The suit was
brought in 1973 by the owner of a television program packag-
ing company who sold the business to the Company in 1970.
The Company discontinued the operation of that business in
1972. The Company considers the judgment unwarranted
and has taken an appeal from it to a California appellate
court. Also, the dismissal of a previously filed cross-complaint
by the Company against Ralph H. Andrews is now on appeal.
The ultimate outcome of these cases is impossible to predict
or measure at this time. If the ultimate resolution of these
cases results in a payment by the Company, such payment
would not have a material effect on the Company’s financial
position and would be a charge in determining net income
and deducted for income tax purposes in the year of resolu-
tion.

On August 9, 1979, Ralph H. Andrews and his company
filed a new action against Meredith Corporation in Los
Angeles County, California, asking for approximately $6.4
million in compensatory and $12 million in punitive damages,
claiming abuse of the court’s process in filing its cross-
complaint and alleging unfair competition. The Company be-
lieves this new action to be without merit and is vigorously
opposing the action. However, the results of any litigation
contains elements of uncertainty, and liability, if any, which
might result from this proceeding would not, in the opinion of
management, have a material adverse effect on the Com-
pany’s financial position.

Contingencies Other Than Litigation

EVANS PRODUCTS COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Subsequent Event—On January 25, 1980, a Federal court
rejected the reorganization plan of the bankruptcy trustee
and ordered the liquidation of the Chicago, Rock Island and
Pacific Railroad Co. beginning March 2, 1980. A leasing sub-
sidiary of the Company currently leases approximately 4,000
railcars to the Rock Island. These railcars have a net book
value of approximately $36,000,000 ($21,000,000 classified
as contracts receivable, $15,000,000 as equipment leased to
others) and are currently generating approximately $433,000
of rentals and interest income per month. The future status of
these cars is uncertain. They may continue to be leased for



82 Section 1: General

an interim period beyond March 2 under directed service
orders issued by the Interstate Commerce Commission, the
railroads buying some or all of the track of the Rock Island
may assume some or all of the leases, or the Rock Island
may return the cars to the Company’s leasing subsidiary. In
the event the cars are returned, it is management’s opinion
that the cars will be leased to others, sold or otherwise dis-
posed of without significant loss of revenues or impairment of
value, although there may be some interruption in the flow of
revenues during this transition. In addition, changes in bal-
ance sheet classifications between contracts receivable and
equipment leased to others, as well as minimum payments to
be received on contracts receivable and minimum future
rentals to be received on equipment leased to others for the
succeeding 5 years (see Finance and Leasing Subsidiaries,
Notes to Financial Statements, pages 47 and 48) may be
required depending upon whichever alternatives occur.

OCCIDENTAL PETROLEUM CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Other contingencies and commitments (in part)—
Occidental, commencing in January 1980, entered into sales
contracts in the futures markets for silver and gold totaling
approximately $300,000,000 as of February 12, 1980. To the
extent that market prices in the future vary from the average
sales prices under these contracts, Occidental will realize
gains or losses.

Sale of Assets

MICROFORM DATA SYSTEMS, INC. (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note L: Subsequent Event (Sale of Subsidiary)—During
September 1979 the Company sold all of the common stock
of its wholly-owned subsidiary, Mark Telephone Products,
Inc. The Company received cash of $275,000 and a
$220,000 non-interest bearing note, which is payable annu-
ally in varying installments through 1984. The total proceeds
($432,000) consisting of cash ($275,000) and the present
value of the note receivable discounted at a 10% interest rate
($157,000) less the Company's carrying value of the invest-
ment in the subsidiary at the date of sale resulted in a gain of
approximately $35,000. The operations of the subsidiary re-
sulted in sales and losses of $513,000 and $109,000 in 1979
and $83,000 and $170,000 in 1978, respectively. Collections
on the note receivable are required to be used to reduce the
bank debt.

SCOTT PAPER COMPANY (DEC)

FINANCIAL REVIEW

Subsequent Event—In February 1980, an agreement was
entered into for the sale of the assets of Elk River Timber
Company Limited, in which the Company holds a two-thirds
interest, to British Columbia Forest Products Limited (BCFP).
The sale is expected to take place in 1980 after satisfaction of
closing conditions. Based upon common shares currently

outstanding, the Canadian exchange rate at February 15,
1980 and a preliminary estimate of the combined U.S. and
Canadian tax liability, the total gain on the sale is estimated to
be approximately $1.43 per share subject to a tax ruling.
However, in the event the requested ruling is not obtained,
the $1.43 per share could be reduced by $.13 per share. Due
to the Company’s 13% indirect ownership in BCFP, account-
ing practice requires recognition of only 87% of the total gain
in 1980 with the balance to be recognized in conjunction with
Scott's share of future BCFP operations.

Stock Splits

COOPER INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 2: Common Stock Split—On February 19, 1980, the
Board of Directors authorized a two-for-one split of common
shares effective on March 21, 1980. All net income per com-
mon share amounts included in this report have been ad-
justed for the stock split. Additionally, an amount equal to the
$5 par value of the additional common shares has been
transferred from Capital in excess of par value to Common
stock; the conversion ratios for the Series B and $2.90 Pre-
ferred stock have been doubled; and outstanding common
stock options and subscriptions at December 31, 1979, have
been increased two-for-one and the exercise price reduced
by one-half.

ALBERTSON'S, INC. (JAN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Capital Stock—The authorized capital stock was in-
creased from 12,000,000 to 25,000,000 shares of common
stock by a vote of the stockholders on May 25, 1979.

On March 3, 1980, the Board of Directors authorized a two
for one stock split, effected in the form of a stock dividend,
payable March 26, 1980 to stockholders of record on March
14, 1980. Accordingly, the January 31, 1980 balance sheet
has been adjusted to reflect the split by increasing common
stock and reducing capital in excess of par value by
$7,395,000.

Stock option and all per share data have also been ret-
roactively adjusted to reflect the split.

Capital Stock Transactions Other Than Business
Combinations

GRANGER ASSOCIATES (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 13: Private Equity Placement—On November 26,
1979, the Board of Directors approved, subject to share-
holder authorization, an arrangement for a $6,700,000 pri-
vate equity placement of a new class of stock. The arrange-
ment provides for issuance of 957,142 shares of a converti-
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ble voting preferred stock at a price of $7 per share. The
preferred stock will pay no dividend, but will have preference
in liquidation, acquisition or merger, and may, at the option of
the holders, be converted at any time into common stock on a
share-for-share basis. The arrangement also provides for is-
suance of five-year warrants to purchase an additional
83,571 shares ($585,000) on the same terms, and requires a
restructuring of the Board of Directors to include three direc-
tors designated by the private investment group. Prior to
shareholder action at the Annual Meeting in January 1980,
$1,000,000 has been advanced by the investors on a short-
term basis.

MARRIOTT CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Subsequent Event—On January 30, 1980, the Company
announced an offer to purchase up to 10,600,000 shares of
its outstanding common stock for $23.50 per share. At the
close of the offer on February 28, 1980, approximately
7,500,000 shares had been tendered. The total cost of
shares purchased pursuant to the offer, including estimated
fees and expenses, will approximate $178,750,000. The
stock repurchase will be financed through the sale of six
hotels and the incurrence of additional debt.

The Equitable Life Assurance Society of the United States
has approved, subject to the execution of definitive
agreements, the purchase of six hotels (three existing and
three under development) from the Company. Net proceeds
to the Company from the sale will approximate $159,000,000
after payment of related mortgage indebtedness and before
giving effect to the development costs of the three hotels
under development. Approximately $60,000,000 will be re-
ceived in 1980 and the remainder through 1982. The Com-
pany will continue to operate these hotels under long-term
lease agreements with rentals based solely on future profits.
In addition, on February 29, 1980, the Company signed a
term loan agreement with The Equitable for $146,000,000
maturing between 1986 and 1988 and bearing interest at
13%%. The Company is required to make prepayments of
the loan out of the entire proceeds of the hotel sale discussed
above.

The Company will borrow the balance of approximately
$32,750,000 required to consummate the Offer pursuant to
lines of credit from a group of major commercial banks. The
Company has obtained letters of commitment from these
banks under which existing Revolving Credit Agreements
may be amended or superseded to permit the stock repur-
chase and to increase the aggregate available lines of credit
up to $554,000,000 from the $129,000,000 which existed at
December 28, 1979. These amended lines of credit substan-
tially mature from 1984 to 1989. The Company anticipates
that certain covenants of its 8%% Senior Notes due 1983-
1997 of which $40,000,000 principal amount remains out-
standing will be amended to permit the stock repurchase. If
an amendment cannot be obtained, the Senior Notes will be
refinanced through borrowings under the Revolving Credit
facilities.

The pro forma effects of the stock repurchase, assuming
the entire transaction occurred on December 30, 1978, and
excluding the effects of the anticipated sale of six hotels to
The Equitable, are summarized below (dollars in thousands
except per share amounts).

At and for the Fiscal Year
Ended December 28, 1979

Pro Forma

Purchase of

7,500,000

As Reported Shares

Balance Sheet Items (unaudited)

Working capital ...................... $ (10,777) $ (10,777)
Senior debt and capital lease obliga-

HONS . ovneneeneniieiiiereeenes $ 365,279 $ 555,324
Convertible subordinated debt ...... 26,918 26,918
Deferred income taoxes and other

liabilities..............ccceevvennnns 86,166 86,166
Shareholders’ equity................. 413,503 223,458
Total capital.........cevneninennnne. $ 891,866 $ 891,866
Income Statement ltems
Sales ..ooeiiiiiiiiiees $ 1,509,957 $ 1,509,957
Cost of sales and other expenses .. 1,358,972 1,356,802
Net interest expense ................ 27,840 54,965
Income before income taxes........ 123,145 98,190
Provision for income taxes ......... 52,145 39,760
Net iNCOMe ...evveeniiniinineennns $ 71,000 % 58,430
Earnings per share

—Primary ...ooooeviiirereenenes $1.96 $2.04

—fully diluted .................... $1.95 $2.02
Shares outstanding

—uweighted average.............. 34,628,818 27,128,818

—at fiscal year-end.............. 32,098,333 24,598,333

Lease

CAESARS WORLD, INC. (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 20: Subsequent Event—Subsequent to July 31,
1979, the Company entered into an agreement in principle to
lease property presently known as the Park Tahoe Hotel and
Casino located in Stateline, Nevada. The final agreement,
which is contingent upon the occurrence of future events, will
provide for a fixed annual rental of $1,500,000, a contingent
rental based on a percentage of net income of the leased
property, and the Company’s assumption of existing and cer-
tain future obligations of the Park Tahoe Hotel and Casino.

Translation Rate Change

THE FIRESTONE TIRE & RUBBER COMPANY (OCT)

NOTES TO FINANCIAL STATEMENTS

Note 20: Subsequent event—From October 31, 1979 to
December 12, 1979 the dollar value of the Brazilian cruzeiro
declined 28.5%. Foreign currency exchange losses and in-
ventory related losses in excess of $10 million resulting from
this cruzeiro devaluation will be included in 1980’s first quar-
ter results.
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U.S. Embargo on Trade with Russia

OCCIDENTAL PETROLEUM CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 22: Subsequent events

(a) On February 18, 1980, the British House of Commons
approved for ratification a new tax treaty between the United
States and the United Kingdom. The treaty will enter into
force 30 days after the instruments of ratification are ex-
changed between the United States and the United Kingdom.

The treaty will result in a refund to Occidental of a portion of
the United Kingdom Corporation Tax paid since 1975 by its
subsidiaries operating in the United Kingdom. In addition,
Occidental's future tax provisions will reflect a lower effective
United Kingdom tax rate.

(b) In January 1980, following the intervention in Afghanis-
tan by the U.S.S.R., the President imposed a quota on 1980
imports of Soviet ammonia. On February 25, 1980, the De-
partment of Commerce ordered an embargo on the export of
phosphate products to the U.S.S.R. for an indefinite period.
Occidental believes that its inability to import the full con-
tracted quantity of ammonia and export its commitment of
SPA for 1980 constitute force majeure under its agreements
with the U.S.S.R.

The ability of Occidental to meet its lease and other com-
mitments for, and realize its investment in, the facilities and
chemical carriers related to these agreements is dependent
upon the ultimate resolution of the governmental actions, as
well as the future negotiation of satisfactory prices for the
commodities, or, in the event these agreements cannot be
fulfilled, the development of alternative uses and markets. In
the opinion of the management of Occidental, the commit-
ments and investment described above will be met and
realized from future operations, whether through a resump-
tion of SPA shipments or through sales to alternate markets.

Plant Closings

FLEETWOOD ENTERPRISES, INC. (APR)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8: Idle Facilities and Subsequent Events—Idle
Facilities includes closed plants and certain other properties
which are not in current use by the company. Five plant
facilities were idle at the end of 1979, the same number as in
1978. Two plants which were idle at April 29, 1979 were sold
at a nominal gain subsequent to year end. Also following the
end of fiscal 1979, five additional plants were closed due to a
decline in the market for recreational vehicle products and
the expected inability of the company to operate these plants
at profitable levels. The company has no current plans to
reopen any of these facilities. The carrying value of idle
facilities was $2,954,000 at April 29, 1979 and $3,098,000 at
April 30, 1978, net of accumulated depreciation of $436,000
and $372,000 respectively. The carrying value of plant
facilities closed subsequent to year end is $2,795,000, net of
accumulated depreciation of $742,000. In the opinion of

management, the carrying values of idle facilities, including
plants closed after April 29, 1979, are not in excess of net
realizable value.

Purchase of Asset

LONE STAR INDUSTRIES, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 21: Subsequent Events—On February 26, 1980, the
company reached an agreement with OKC Corp. for the ac-
quisition of OKC's Pryor, Oklahoma cement facility and cer-
tain land near Ocala, Florida for $87,300,000. Lone Star also
is negotiating with OKC’s lenders to borrow $38,500,000 at
an interest rate of 1234% at the time of the closing. In addi-
tion, Lone Star agreed to purchase certain other assets in-
cluding inventories substantially on a cost basis. The Pryor
plant currently has a rated capacity of 450,000 tons of ce-
ment per year, and a nearly-completed expansion program
will increase rated capacity to 725,000 tons. This acquisition,
which is subject to certain regulatory and governmental ap-
provals, is scheduled for the first half of 1980 and will be
accounted for as a purchase.

In 1980, the company expects to sell a portion of future
production for $50,000,000 from a limestone quarry located
adjacent to one of its cement plants and from the two lime-
stone quarries involved in the 1976 production payment as
described in Note 10.

Strike

MONFORT OF COLORADO, INC. (AUG)

NOTES TO FINANCIAL STATEMENTS

Note K: Subsequent Event—The Company's labor con-
tract with the United Food and Commercial Workers’ Union
expired on October 31, 1979. Effective with the contract expi-
ration, the Union employees went on strike resulting in sub-
stantial closure of the Greeley Packing Plant (the Company’s
principal slaughter and fabrication facility).
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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 1979, 88 survey
companies disclosed related party transactions. Examples of
such disclosures follow.

Transactions Between Affiliated Companies
AG-MET, INC. (MAR)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 18: Related party transactions:

Revenues are derived and costs are incurred as a result of
transactions with 50% owned subsidiaries and companies
controlled by certain officers and directors.

Revenues, costs and expenses applicable to such com-
panies were as follows:

1979 1978
Sales ..ocoiininiii s $ 905,000 $ 958,000
Costs and expenses:
Purchases .............cccoevenee. $ 914,000 $1,704,000
Rent ooveiiiieiiiiiiinns 402,000 443,000
Commissions ..................... 105,000 92,000
Bad debts............coevininnnnn. 9,000 310,000
Freight .........ccovvniiiiiinnnnn, 449,000
Interest ........coveviininininnnn. 35,000 77,000
Other .oocvvviiieieiiiiiiiienns 34,000
$1,499,000 $3,075,000

Amounts due to and from related companies are as fol-
lows:

Accounts receivable and advances . $ 353,000 $ 664,000
Mortgage receivable ................ $ 344,000

Accounts payable .................... $ 87,000 $ 262,000
Long-term debt....................... $ 539,000 $ 968,000

During the year ended March 31, 1979, 33,000 shares of
treasury stock were purchased from a director of the Com-
pany for $190,000.

The Company also derives revenues and incurs costs with
the Empain-Schneider Group, the parent of Ag-MET, Inc. as
follows:

1979 1978
Sales ...ooniiiiniiiaas $18,785,000 $2,304,000
Cost and expenses:
Interest .........coiiiiiiiiiiinnns $ 1,222,000 $ 762,000
Reimbursement of expenses..... 173,000
$ 1,395,000 $ 762,000

Amounts due to and from the Empain-Schneider Group are
as follows:

Accounts receivable and advances.  $ 1,105,000 $ 307,000
Notes payable........................ $ 3,750,000 $3,548,000
Long-term debt....................... $10,185,000 $7,647,000

AMERICAN MAIZE-PRODUCTS COMPANY (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 2: Interest in The Amalgamaize Company—The
Amalgamaize Company, a partnership between a subsidiary
of the Company and The Amalgamated Sugar Company,
operates a corn wet milling plant near Decatur, Alabama. The
plant is owned by the Industrial Development Board of the
City of Decatur, Alabama and leased by the partnership. With
the exception of $1,950,000 of tax exempt bonds sold by the
Board and guaranteed by the partners, the funds required to
construct the plant have been supplied to the Board by the
partners in exchange for bonds issued by the Board. The
partnership has an option to purchase the plant at the end of
the lease term for a nominal price.

The Company provides management services for the
partnership under the terms of an operating agreement which
expires June 30, 1980. Gross charges for these services
amounted to $1,492,000 and $1,340,000 in 1979 and 1978,
respectively. Arrangements for management services upon
expiration of the operating agreement are currently being
negotiated.

MARATHON OIL COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note K: Transactions with Affiliated Companies—The
Company sells crude oil and refined products to affiliated
companies, the investments in which are accounted for by
the equity method. Such sales amounted to $340,050,000 in
1979 (1978—$196,040,000). The December 31, 1979 bal-
ance in accounts receivable resulting therefrom was
$10,704,000 (1978—$10,355,000). Company purchases of
refined products from one such affiliate amounted to
$20,995,000 in 1978.

THE STANDARD OIL COMPANY
(AN OHIO CORPORATION)

NOTES TO FINANCIAL STATEMENTS

Note K—Transactions with the British Petroleum Com-
pany Limited and Subsidiaries (BP) (owner of special and
common stock)—Notes F and N

The Company (or subsidiaries): (1) makes payment to BP
for pipeline transportation of Alaskan crude oil ($454 million
in 1979 and $373 million in 1978) at rates governed by the
Federal Energy Regulatory Commission; (2) purchases
($150 million in 1979 and $63 million in 1978) and sells ($228
million in 1979 and $107 million in 1978) petroleum and
chemicals in the ordinary course of business at prevailing
competitive prices; (3) made payments to BP for tanker
transportation of crude oil based on the competitive rate at
the date of a five-year agreement negotiated in 1974 and
leases other tankers on a short-term basis; (4) contracts with
BP for services related to tanker construction, marine opera-
tion, and exploration and production; (5) in 1978 purchased
geological and geophysical data, an office building and inter-
ests in exploratory joint-ventures from BP Alaska Exploration
Inc. for $27 million; (6) participated with BP in acquisitions of
oftshore Alaska leases awarded through competitive bidding
in 1979. Joint bids amounted to $79 million of which the
Company'’s portion was $8 million.
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Transactions Between Company and Management
or Stockholders

ARMADA CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 12: Transaction with Related Party—Jerry D. Luptak,
a director and president of the Company, is the senior partner
in the law firm of Evans & Luptak. During 1979 and 1978 the
Company and its subsidiaries paid the law firm $228,000 and
$178,000 respectively, for legal fees. Mr. Luptak’s salary of
$96,000 in 1979 and $90,000 in 1978 was applied against
these legal fees.

CAESARS WORLD, INC. (JUL)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 16: Related party transaction—During the year
ended July 31, 1979, the Company paid approximately
$1,050,000 for advertising displays and promotional materi-
als designed by and purchased through a company, a princi-
pal of which is related to an officer and director of the Com-
pany.

FAIRMONT FOODS COMPANY (FEB)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 12: Transactions with Related Parties—The Com-
pany has contracts in effect with Ranger Energy Company,
Inc. covering 128 UtoteM store locations in the Houston,
Texas area for the supply of gasoline on a consignment
basis. Fairmont's former Chairman of the Board, who retired
July 27, 1978, is the beneficial owner of 75% of the capital
stock of Ranger. For the five months ended July 31, 1978, the
Company earned commissions of $460,600 ($1,078,800 for
the year ended February 28, 1978) on sales of consignment
gasoline obtained from Ranger. At July 31, 1978, the Com-
pany owed Ranger $427,600 for trade accounts payable. As
a result of an accounting review of Ranger’s records consis-
tent with the Company policy of periodic review and evalua-
tion of its gasoline supply agreements, it was determined that
Ranger owed the Company $1,032,200 representing certain
contractual adjustments to gasoline commissions earned
from May 16, 1973 to February 28, 1978, and the Company
owed Ranger $116,200 for costs incurred by Ranger during
the period, principally related to certain closed store loca-
tions. Such amounts were included in earnings in 1978.
Management believes the terms of its agreement with
Ranger are generally at least as favorable as those of other
divisions of UtoteM which have similar contracts with nonaf-
filiated parties.

INFLATION ACCOUNTING

Effective for fiscal years ending on or after December 25,
1979, Statement of Financial Accounting Standards No. 33
requires the disclosure of historical cost/constant dollar in-
formation. This requirement applies to financial statements
for companies with inventories and gross property aggregat-
ing more than $125 million or with total assets amounting to
more than $1 billion. Three hundred and twenty-six of the
survey companies disclosed historical cost/constant dollar in-
formation. Of these companies, 119 disclosed current cost
information which is not required until fiscal years ending on
or after December 25, 1980.

Accounting Series Release No. 271 states that companies
disclosing current cost information specified by Statement
No. 33 need not disclose replacement cost information.
Two hundred and eighty survey companies either referred to
replacement cost information presented in Form 10-K or dis-
closed replacement cost information.

Examples of disclosures of historical cost/constant dollar
information and current cost information follow.

ABBOTT LABORATORIES (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 14: Inflation Accounting (Unaudited).

Background

The Consolidated Financial Statements of the Company
included in this report are presented in accordance with gen-
erally accepted accounting principles and thus reflect trans-
actions in the dollar values (i.e., historical) in which they were
actually incurred. The escalation of inflation has caused seri-
ous concern among the users of financial data that the finan-
cial statements of business enterprises which reflect dollars
of varying purchasing power do not adequately measure the
effect of inflation on the results of operations and the financial
position of these enterprises.

Many complex alternatives have been proposed for modify-
ing the basis of financial reporting to reflect the effect of infla-
tion, but none have received general acceptance. In an effort
to guide the experimentation and provide a basis for further
evaluation, the rulemaking body of the accounting profession
(Financial Accounting Standards Board—FASB) issued
Statement No. 33, Financial Reporting and Changing
Prices, to be effective for 1979 reporting.

This Statement requires two supplementary computations
of operating results—one based on the effect of general infla-
tion, as measured by the Consumer Price Index—Urban
(CPI-U), i.e., constant dollar, and the other based on the
effect of the change in prices for the specific resources used
in the operations of the Company, i.e., current costs. Also
required is a computation of net asset values based on con-
stant dollars and on current costs, as well as a five year
summary of selected financial data on a constant dollar
basis.

This supplemental information, prepared in accordance
with Statement No. 33, is viewed as experimental by the
FASB and involves the use of assumptions and estimates
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and, therefore, should be viewed in that context and not
necessarily as a reliable indicator of the effect of inflation on
the Company’s operating results or its financial position.

Statement of Operating Resuits Adjusted for Changing
Prices-Year Ended December 31, 1979
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(In Millions) Historical Adijusted for Adjusted for
Dollars General Inflation Specific Prices
(See page 21) (Constant DollarX1) (Current Costs)(2)
Net Sales .......cocovvvvinviniinniininnne, $1,683.2 $1,683.2 $1,683.2
Cost of Products Sold (Excluding Depre-
€iation).....coovviiiiiiniiiiias 917.8 953.0 941.8
Selling, Research and Administrative
(Excluding Depreciation).............. 450.8 450.8 450.8
Depreciation...............cocvnenvnnen... 39.9* 55.7 60.5
Interest, Net ............ooiiiniiinnnn, 3.4 3.4 3.4
Other (Income) ............cc..ccenveen.n. (5.9) (5.4) (5.4)
Earnings Before Taxes .................. 276.7 225.7 2321
Taxes on Earnings ....................... 97.7 97.7 97.7
Net Earnings...............ccceieniinin, $ 179.0 $ 128.0 $ 1344

*Includes $25.7 million depreciation from Cost of Products Sold and $14.2 million from Selling, Research

and Administrative.

Explanation and Comments
(1) Constant Dollar

This computation restates cost of products sold and depre-
ciation, as presented in the historical dollar statements, to
dollars of the same general purchasing power, i.e., average
1979 dollars as measured by the CPI-U.

Cost of products sold was computed by restating the histor-
ical cost of inventory sold during the year to average 1979
dollars. Depreciation was computed by restating the histori-
cal cost of depreciable assets to average 1979 dollars using
the CPI-U and using these restated costs to calculate depre-
ciation, assuming the same useful lives that were used in the
historical statements. Net sales and all other expenses, in-
cluding taxes, are assumed to have occurred ratably in rela-
tion to the change in the CPI-U over the course of the year
and thus are already expressed in average 1979 dollars. Net
earnings were then recomputed by subtracting the restated
items (cost of products sold and depreciation) and other ex-
penses and taxes from net sales.

(2) Current Costs

This computation restates the cost of products sold and
depreciation as presented in the historical dollar statements
to costs which reflect the current costs at the time of sale.
Cost of products sold was computed by using the estimated
cost at the time of sale rather than the cost at the time of
purchase and/or manufacture. Depreciation was computed
by first estimating the current cost (in 1979 prices) of depre-
ciable assets, using appropriate external cost indices and
appraisals and using these restated costs to calculate depre-
ciation, assuming the same useful lives that were used in the
historical statements. Net sales and all other expenses, in-
cluding taxes, were incurred in 1979 and thus are already
expressed in average 1979 dollars. Net earnings were then
recomputed by subtracting the restated item (cost of products
sold and depreciation) and other expenses and taxes from
net sales.

Net earnings as computed under the current cost method
are not necessarily indicative of what earnings would be if the
existing assets were replaced, because the new assets
would be expected to generate operating efficiencies which
would at least partially offset the increased depreciation ex-
pense.

The following is a summary of Net Assets (Shareholders’
Investment) based on constant dollars and current costs in
average 1979 dollars.
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Consolidated Balance Sheets at December 31, 1979
(in Millions)

Historical
Dollars
(See Pages 22 & 23)
Assets:

Cash, Securities & Investments.......... $ 500.1
Trade Receivables .............c..coeeies 296.1
INVENTOrieS ..ovvuvirieriiieneneineernennns 321.7
Prepaid Expenses & Other Receivables. 108.2
Net Property & Equipment ............... 467.0
Deferred Charges & Other Assefs....... 36.2
Total Assets......ccovvvviveeniennnnnnns 1,729.3

Liabilities:
Current Liabilities & Long-Term Debt ... 735.9
Other Liabilities & Deferrals ............. 97.4
Total Liabilities............cccceenenes 833.3
Net Assets (Shareholders’ Investment)..... $ 896.0

Average 1979 Dollars

Constant Current
Dollar Costs
$ 472.9 $ 472.9
280.0 280.0
315.1 317.8*
104.5 104.5
628.9 697.3*
35.6 35.6
1,837.0 1,908.1
695.8 695.8
93.5 93.5
789.3 789.3
$1,047.7 $1,118.8

*In year-end 1979 dollars, current costs (direct pricing for inventories) of these assets are valued ot

$336.1 and $737.4 million, respectively.

Comments

The value of net assets stated on a constant dollar and
current cost (specific prices) basis is higher than the histori-
cal dollar amount due primarily to the inflationary impact on
property and equipment values.

Net property and equipment current cost values are higher
than the corresponding constant dollar values because from
the time they were purchased the specific prices for these
assets have increased faster than the general rate of inflation
as measured by the CPI-U. However, during 1979, the in-
crease in general inflation outpaced specific prices and, as a
result, the increase in value of these assets of approximately
$59 million due to changes in specific prices was about $26
million less than the increase due to general infiation.

Inventories valued in historical dollars are slightly higher
than the values on a constant dollar and current cost basis
because the inventories were purchased and/or manufac-
tured during the last half of 1979 at slightly higher costs than
the average 1979 dollar values. However, in 1979, the in-
crease in general inflation outpaced specific prices and, as a
result, the increase in the value of inventories due to changes
in specific prices of approximately $29 million was about $10
million less than the increase due to general inflation.

The value of monetary assets (those eventually convertible
to cash) and monetary liabilities (those eventually payable in
cash) declined during the year due to the rate of inflation.
Since the monetary assets exceeded the monetary liabilities,
the Company incurred an imputed loss in purchasing power,
as measured by the CPI-U, of approximately $7 million.



Inflation Accounting

Five Year Comparison of Selected Financial Data Ad-
justed for the Effects of Changing Prices

(Dolfars in Millions Except Per Share Amounts) Year Ended December 31
1979 1978 1977 1976

Net Sales

Asreported .......ooiiiiiiii $1,683.2 1,445.0 1,245.0 1,084.9

Inconstant 1979 dollars...........c..cooeviivinininnnnnn, $1,683.2 1,607.7 1,491.3 1,383.3
Net Earnings™

As reported .......coouiieviiiiiiii e $ 179.0 148.6 117.8 92.5

In constant 1979 dollars...............ccoiiieininnennn. $ 128.0 — — —

INCUITeNt Cost.....coovveeiiiiiiniiiii e $ 134.4 — — —
Earnings Per Common Share*

Asreported .........ouiiiiiiiii s $ 297 2.48 1.98 1.63

Inconstant 1979 dollars ...........c..ccoevvnininennennn.. $ 213 —_ — —

InCurrent CoSt.............oiviiiiiiiiiiiiiiiiieieans $ 2.23 — — —
Dividends Declared Per Common Share

Asreported ......ooooeniiiiiii e $ 1.000 .780 .575 .455

Inconstant 1979 dollars...........c.cceviiviiiiiinnnennns $ 1.000 .868 .689 .580
Market Price Per Share at Year-End

In historical dollars ..........ccccooeviiiiiiiiiias $ 41.12 33.75 28.25 24.56

Inconstant 1979 dollars ..........coeoevviiiinienininnnns $ 38.88 36.16 33.00 30.63
Average Consumer Price Index —Urban...................... 217.4 195.4 181.5 170.5

89

1975

940.7
1,268.7

70.7

1.28

.380
512

20.62
26.96

161.2

*Constant dollar and current cost information for years prior to 1979 is not readily determinable and is not required by Statement No. 33.

Explanations-Five Year Comparison

Net sales, dividends declared per common share and the
market price per share are shown in both historical dollars
and in dollars of approximately equal purchasing power as
measured by the CPI-U. Average 1979 dollars were used as
the base year, and therefore the constant dollar amounts
shown for these items prior to 1979 are larger than the
amounts reported in historical dollar financial statements be-
cause the purchasing power of the dollar in 1979 is less than
it was in prior years.

Earnings per common share for each year were computed
by dividing the respective net earnings by the average
number of shares outstanding during each year.

Comments

For the 1975 to 1979 period the Company’s sales, as re-
ported in historical dollars, increased at a compound growth
rate of 15.7 percent per year. Excluding the Company’s price
increases during this period, which averaged only 3.1 percent
per year (vs. 7.8 percent for the CPI-U), the sales growth rate
was 12.2 percent per year.

Also, during this period dividends declared per common
share have almost doubled after being adjusted for inflation.
Simply stated, this means that the per share dividends in
1979 would purchase almost twice as much in goods and
services as the per share dividends in 1975 ($1.00 vs $.512).

Capital expenditures during this period have exceeded de-
preciation computed under the current cost method for 1979
and the replacement cost method for 1975 thru 1978 by ap-
proximately 50 percent.

The Company has been able to maintain and increase its
productive capacity and steadily increase its dividend rate, in
spite of inflation, by increasing its productivity as outlined in
the Chairman’s and President's Comments on pages 2
through 5.
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AMERICAN BRANDS, INC. (DEC)

NOTES ACCOMPANYING FINANCIAL STATEMENTS

Financial reporting and changing prices (unaudited)

The following information, required by Statement of Finan-
cial Accounting Standards No. 33, presents two supplemen-
tary income computations, one portraying the effects of gen-
eral inflation (constant dollar), the other measuring the effects
of changes in the specific prices of inventories and property,
plant and equipment used by the Company (current cost).
The results shown under these supplementary computations
are at best imprecise measurements of the effects of inflation
and therefore are not necessarily indicative of the present or
future economic condition of the Company.

Consolidated statement of income adjusted for changing
prices is as follows:

NEt SAIBS ..veeieeniiiie e aenaes

Cost of SAlES ...ovviuiniiiiiiiii
Operating EXPeNSeS ........ovvveeieiiiiniiiiieiiiii e
Depreciation and amortization ............cccevvuviiiniiniiiineiiniineninn,

Equity in pretax earnings of Franklin .............c...coooiiiiiininns
0perating iNCOME ........cuiuniieiiiieininin et e einenreaeneneaeneneanes
Interest and related charges............ccoeuvveiiiiiiiiiiiinininn,
Other deductions (Net)..........ccovuiiriiiiniiiiniiiiiininaes

Income before provision for taxes on income...............ccecvvrnennes
Provision for 1aXes 0N INCOME........ccuvureirerieineeiineieneiarnennenens

Net iNCOME ....vveiiieiiiiiiii
Gain from decline in purchasing power of net monetary items..........

The increase in general price level of inventories and net
property, plant and equipment over increase in specific prices
on a current cost basis amounted to $30,104,000 and is
comprised as follows:

Increase in general price level ...........c.ooveiiiiiiiiiiiiiii
Increase in specific Prices .........coeeveniiniiriiiiiiiiiii

Increase in general price level over (under) increase in specific prices

Inventories and net property, plant and equipment at De-
cember 31, 1979 are as follows:

Historical cost

For the year ended December 31, 1979

Historical cost
$5,845,985
4,478,347
712,721
68,293
5,259,361

586,624
97,787

684,411
99,944
9,397
109,341

575,070
227,739

$ 347,33

Total

$297,608
267,504

$ 30,104

LT T 1) L3 P

Five-year comparison of selected data adjusted for effects
of changing prices follows:

(In thousands)
Constant dollar

$5,845,985
4,627,652
712,721
97,547

5,437,920

408,065
97,787

505,852
99,944
24,599

124,543

381,309
227,739

$ 153,570
$145,392

Inventories

(In thousands)
$175,972
87,1N

$ 88,781

Inventories

(In thousands)

$1,328,497
$1,469,013

Current cost
$5,845,985
4,554,695
712,71
116,790

5,384,206
461,779
97,787
559,566
99,944
12,009
111,953

447,613
227,739

$ 219,874
$145,392

Net property,
plant and
equipment

$121,636
180,313

$(58,677)

Net property,
plant and
equipment

$ 519,026
$1,028,434
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Netsales .......cooovniiniiiiiii e,
Historical cost adjusted for general inflation
INCOME ...ttt 153.6
Income per Common share.....................eevvvneennnnn, 4.74
Net assets at year-end................ocoeeviniivinnnn...
Current cost
INCOME ... 219.9
Income per Common share...................cocevvvinnnenn.. 7.23
Net assets at year-end................oooiiiiiininnl.
Increase in general price level of inventories and net prop-
erty, plant and equipment over increase in specific
PrICES oeeetiee ittt 30.1
Other information
Gain from decline in purchasing power of net monetary
TTBMS ..ottt 145.4
Dividends paid per Common share..............c.ceevvneen, 4.625
Common stock price of yeor-end..............c.eevvennnn. 64.21
Average Consumer Price Index................coovveninenen 217.4

In concept, constant dollar accounting removes the effects of
general inflation by restating historical dollar costs of inven-
tories and property, plant and equipment into dollars having
the same purchasing power. The Consumer Price Index for all
Urban Consumers (“CPI-U”) is used for this purpose. Appli-
cation of the CPI-U to the historical values of monetary as-
sets and liabilities attempts to show the purchasing power
gain or loss from holding net monetary items during an in-
flationary period.

The concept of current cost is based upon the assumption
that the Company, at current costs, produced or purchased
the same inventories and acquired fixed assets of exactly the
same service potential as were owned at the end of the year.
Current cost for leaf tobacco, bulk whiskey and related com-
ponents included in raw materials and finished products is
based upon latest available prices at December 31, 1979, for
comparable quality and quantities at terms at which the
Company normally purchases these items. Overhead related
to the duration of aging processes of inventories is adjusted
to current cost. The historical cost of the remaining inven-
tories is generally equivalent to current cost. inventory values
reflect adjustment for depreciation based on estimated cur-
rent cost of fixed assets. Current cost indexes are applied to
substantially all fixed assets. These externally published in-
dexes are based on actual costs incurred for typical ma-
chinery and equipment used in specific industries and indus-
trial plants located in particular geographic areas. The Com-
pany believes that the result achieved is a reasonable ap-
proximation of the curent cost of its productive assets. Con-
struction in process is included at historical cost.

Cost of sales and depreciation and amortization under
these supplementary computations reflect inventory costing
methods and depreciation rates and methods consistent with
those used for historical financial reporting.

Management'’s analysis of changing prices information fol-
lows:

In estimating net income under the constant dollar and
current cost methods, adjustments have been made to histor-
ical amounts reported for cost of sales, depreciation and
amortization and gains and losses on disposition of property,
plant and equipment. The cost of sales adjustments are sig-

$5,846.0

2,063.2

2,364.5

Years ended December 31

1979 1978 1977 1976 1975

(Average 1979 constant dollars—in millions
except per share amounts)

$5,761.7 $5,530.4 $5,260.4 $5,470.6
4.03 3.57 3.57 3.62
53.95 50.22 57.05 50.48
195.4 181.5 170.5 161.2

nificantly different under the two methods. inventories sold,
when measured in constant dollars, would have increased
cost of sales by $149,305,000 or 3.3% over historical costs.
Under current cost, the specific prices the Company would
have paid to produce the inventories sold would have in-
creased cost of sales only $76,348,000 or 1.7% over histori-
cal costs. The significant upward revaluation of property,
plant and equipment arising from replacing historical costs
with those measured by the general rate of inflation and by
specific prices increased depreciation and amortization by
$29,254,000 under constant dollars and $48,497,000 under
current costs. The $19,243,000 difference between the latter
figures shows that specific prices increased at a rate greater
than indicated by general inflation.

Changes in other deductions arose from revaluing gains
and losses on disposition of fixed assets under each of the
concepts. Computing the net book value of these assets in
constant dollars decreased income by $15,202,000. Restat-
ing the net book value of these assets in terms of their net
realizable value under the current cost approach reduced
income by $2,612,000.

In accordance with Standard No. 33, the provision for taxes
on income was not adjusted. Since taxes are based on histor-
ical income rather than economic gain, the tax burden is often
greater than that indicated by statutory rates. Consequently,
the effective income tax rate for 1979 of 39.6% under histori-
cal cost would have increased to 59.7% and 50.9%, under
the constant dollar and current cost methods, respectively.

Under the constant dollar approach, net income was
$153,570,000 or $4.74 per Common share. Under current
cost, it was $219,874,000 or $7.23 per Common share. Man-
agement believes that the current cost method results in a
more meaningful matching of revenues and inflation adjusted
expenses than the constant dollar method. The current cost
method more closely measures the effect of inflation by using
specific price increases that the Company would have in-
curred in replacing its inventories and by the use of indexes
that are more appropriate in valuing fixed assets of a man-
ufacturing concern. In contrast, the CPI-U measures the
trend of general inflation and, as such, is more suitable for
use by consumers.
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Standard No. 33 requires two additional measures of infla-
tion. The first is the determination of gain or loss from holding
monetary items during an inflationary period. In this calcula-
tion inventories are treated as nonmonetary assets. There-
fore, the Company would have had a $145,392,000 un-
realized gain from holding an excess of monetary liabilities
over monetary assets. When prices are rising, monetary as-
sets lose purchasing power since a given amount of dollars
buys less at the end of a period than at the beginning of a
period. Conversely, monetary liabilities gain purchasing
power since dollars of lesser value are used to satisfy obliga-
tions. The second measurement is applicable only to the cur-
rent cost method. It indicates the amount of increase or de-
crease in current costs of inventories and property, plant and
equipment after eliminating the effects of general inflation.
The Company’s inventories measured by prices adjusted for
the general inflation rate exceeded the specific prices at
which the Company estimates it could replace its inventories
by $88,781,000. In contrast, the Company’s property, plant
and equipment measured by specific prices exceeded prices
adjusted for the general inflation rate by $58,677,000. The
net effect of these two adjustments is a $30,104,000 increase
in general price leve! over increases in specific prices.

The comparative information shown in the five-year sum-
mary is stated in average 1979 constant dollars. Since infla-
tion has continued to increase over this time span, the histor-
ical dollar amounts of prior years have been increased to
reflect the loss of general purchasing power. The historical
average annual compound sales growth rate from 1975 to
1979 was 9.6%, whereas, under the constant dollar concept,
this increase would only be 1.7%. The market price per
Common share increased over the five-year period, in terms
of average 1979 constant dollars, at a rate of 27% compared
to 76% in actual dollars. Dividends paid on a historical basis
increased at a compound and annual rate of 14.6% since
1975; after removing the effects of general inflation, divi-
dends still increased at an average compound annual rate of
6.3%.

CLARK EQUIPMENT COMPANY (DEC)

FINANCIAL REPORTING AND CHANGING PRICES
(Unaudited)

The high rate of inflation in recent years has caused con-
tinued deterioration in the dollar’s purchasing power. Finan-
cial statements have been expressed in dollars but they do
not, nor were they intended to, measure relative economic
value. Consequently, the effect of historical transactions
which affect the earnings cycle in later periods, e.g., property,
plant and equipment costs, have not been adjusted to make
an estimate of the economic results. Though such adjust-
ments are subjective and contain a high degree of impreci-
sion, the Financial Accounting Standards Board (FASB
Statement No. 33) has ruled that the impact should be esti-
mated. Accordingly, supplementary information is now re-
quired using two methods on an experimental basis. In both
methods the Board requires the adjustment of selected ac-
counts, although not all of the data is required for the five
years presented on page 9.

The constant dollar method adjusts data for general infla-
tion using the Consumer Price Index for all Urban Consum-
ers. For example, a ten percent inflation rate from one year to
the next requires ten percent more dollars for expenditures in

the next year to maintain the same general purchasing
power. Constant dollar data is derived by indexing certain
accounts from their historical amount to represent average
1979 dollars.

The current cost method adjusts data for estimated
specific price changes for inventory, property, plant and
equipment and related accounts. These have generally in-
creased over time at a rate different from that of the Con-
sumer Price Index. The current cost data is derived as fol-
lows: (1) inventories are based on the Fifo method, (2) cost of
goods sold is based on the Lifo method; (3) the property,
plant and equipment accounts are derived by indexing the
historical cost basis of individual categories of assets using
machinery and equipment and structures price indexes, (4)
land is based on appraisals, market quotations and other
estimates and (5) the depreciation and amortization accounts
are based upon the calculated current cost of the property,
plant and equipment using the same lives and depreciation
methods used in the primary statements.

Both methods used for reporting inflationary effects inher-
ently require the use of assumptions, approximations and
estimates. Adjustments will vary among companies because
of different effects of inflation as well as different methods of
accounting used in the primary statements. This resulting
data is, therefore, not a precise indicator of inflationary ef-
fects. These methods also do not necessarily represent
amounts for which assets could be sold, costs which will be
incurred in future periods, or the manner in which actual re-
placement of assets will occur.

The accompanying data adjusted on both methods, how-
ever, indicates the significant impact of inflation and its effect
on important trends. Adjusted net sales and other operating
revenues indicate positive growth since 1977. The adjusted
1975 revenues include approximately $116 milliion in sales of
discontinued products (principally truck trailers, refrigeration
and food service equipment). The cash dividends adjusted to
constant dollars have remained relatively stable. The ad-
justed cost of property, plant and equipment and related de-
preciation expense has risen at a rate in excess of general
inflation which is the principal reason that income under cur-
rent costs is less than income under constant dollars.

An enterprise’'s monetary position is essentially the net
amount of all assets and liabilities excluding inventory and
property, plant and equipment. With inflation, when the mon-
etary assets exceed liabilities during the year, there is an
indicated loss from the decline in purchasing power of the net
assets. The reverse is true, as in our case, when liabilities
exceed monetary assets. This gain, however, should not be
construed as contributing additional funds not already in-
cluded in the primary statements.

The provision for income taxes, in accordance with FASB
No. 33, has remained unchanged in the data below. The
result clearly indicates the “hidden” tax borne by companies
since adjustments to income determined under the constant
dollar and current cost computations are not permitted for tax
purposes. Consequently, the Company’s effective tax rate of
44.0% in 1979 on the historical cost basis increases to 52.4%
on the constant dollar basis and 53.3% on the current cost
basis. The effective tax rates for the price level adjusted data
below would have been even higher had management not
already adopted the Lifo method of accounting for domestic
inventories.
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Statement of Income from Continuing Operations Ad-
Jjusted for Changing Prices (Unaudited)

For the year ended December 31, 1979 (Amounts in
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