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PREFACE
C

Accounting Trends & Techniques—1982, Thirty-sixth 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 27, 1981 and January 31, 1982,

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 either by writing or by calling Richard Rikert—(212) 575-6394.

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. 334 of the
companies were listed in the twenty-first (1967) edition and each retained the number assigned in that
edition. The other 266 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 929 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.
Godla, 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

Trends (212) 575-6394
NAARS (212) 575-6393
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TABLE 1-1: INDUSTRY CLASSIFICATIONS

Foods:
Meat products ............

Dairy products ............ '

Canning, efc...............
Packaged and bulk .......
Baking ..........cccce.enn.
Sugar, confections, efc...
Beverages ...................
Tobacco products ............
Textiles ....cocvvvneneeninnen.
Paper products...............
Printing, publishing..........
Chemicals ..........cccon.....
Drugs, cosmetics, efc. .....
Petroleum ...................
Rubber products, efc. ......
Shoes - manufacturing, mer-
chandising, etc. ..........
Building:
Cement .........c.ce.....
Roofing, wallboard .......
Heating, plumbing ........
Other .....covvvinrnnenne.
Steel and Iron................
Metal - nonferrous ..........
Metal fabricating ............
Machinery, equipment and
supplies ........cceeunennes
Electrical equipment,
appliances ................
Electrical, electronic
equipment ................
Business equipment and
supplies .........ccoueeeen.
Containers - metal, glass,
efC. i
Autos and tfrucks (including
parts, accessories) .......
Aircraft and equipment,
AErospace ................
Railway equipment, ship-
building, etc. .............
Controls, instruments, medi-
cal equipment, watches
and clocks, etc. ..........
Merchandising:
Department stores.........
Mail order stores, variety
(30 11 ST
Grocery stores.............
Other ...cccvvvvnninnennnes
Motion pictures,
broadcasting ..............
Widely diversified, or not
otherwise classified ......
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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

1981 1980 1979 1978

Less than $100,000,000 ... 66 A VAl 90
Between $100,000,000 and

$500,000,000............ 124 124 129 139
Between $500,000,000 and

$1,000,000,000 ........ 77 91 98 100
Between $1,000,000,000

and $2,000,000,000 .... 114 13 15 110
More than $2,000,000,000 219 201 187 161

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




2 Section 1: General

INFORMATION REQUIRED BY
RULE 14¢-3 TO BE INCLUDED IN
ANNUAL REPORTS TO STOCKHOLDERS

Rule 14¢-3 of the Securities Exchange Act of 1934 states
that annual reports furnished to stockholders in connection
with the annual meeting of stockholders should inciude au-
dited financial statements—balance sheets as of the 2 most
recent fiscal years, and statements of income and changes in
financial position for each of the 3 most recent fiscal years.
Rule 14¢-3 also states the following information, as specified
in Regulation S-K, should be included in the annual report to
stockholders:

1. Selected quarterly financial data.

2. Disagreements with accountants on accounting and fi-

nancial disclosure.

3. Effects of inflation for those companies not required by
FASB Statement of Financial Accounting Standards No.
33 to disclose such information. '

. Summary of selected financial data for last 5 years.

. Description of business activities.

Segment information.

. Listing of company directors and executive officers.

. Market price of Company’s common stock for each quar-

terly period within the two most recent fiscal years.

. Management's discussion and analysis of financial condi-
tion and results of operations.

Examples of items 1, 4, and 9 follow. Examples of segment
and inflation information disclosures are presented on pages
19-32 and pages 89-104, respectively.

© ONOO L

Quarterly Financial Data

THE BLACK AND DECKER MANUFACTURING
COMPANY (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 12: Quarterly Results (unaudited)

1st 2nd 3rd 4th
1981 Quarter  Quarter  Quarter  Quarter
Net sales ............. $411,638 $375,489 $331,802 $312,072
Gross margin......... 170,717« 134,420 138,880 96,892
Net earnings ......... 34,224 9,519 21,238 681¢)
Earnings per share... .81 .23 .50 .02m)
1980
Net sales ............. $391,231 $389,618 $332,133 $325,317
Gross margin......... 147,509 150,061 129,628 127,270
Net earnings ......... 26,289 27,165 17,045 19,557m
Earnings per share... .63 .64 41 46@)
1979
Net sdles ............. $306,549 $298,867 $294,843 $304,809
Gross margin......... 121,740 118,657 113,921 113,468
Net earnings ......... 22,238 23,242 19,383 29,569

Earnings per share... .53 .56 .46 .70)

(@ Includes approximately $3,000, $7,000 and $28,000 for the first
three quarters of 1981, respectively, of exchange gains reclassified
from other expense (income) to provide a better matching with the
related costs. This reclassification had no effect on net earnings or
earnings per share.

& Amounts include tax credits for stock (inventory) relief in the
United Kingdom in the amount of $6,700 ($.16 per share) in 1981,
$4,900 ($.12 per share) in 1980 and $10,400 ($.25 per share) in
1979.

CARNATION COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11—Quarterly Income Data (unaudited):

Selected quarterly income data is as follows (in thousands
of dollars, except share data):

Net
Net Gross Net income
Quarters sales profit income  per share
1981
L1 SO $ 832,425 $228,555 $ 48,873 $1.32
nd ........... 818,436 212,497 41,271 1.12
3rd ........... 840,284 208,117 38,445 1.04
4th ........... 862,996 227,172 43,688 1.19
Year .......... $3,354,141  $876,341  $172,277 $4.67
1980
|1 S $ 764,075 $204,043 $ 40,750 $1.09
2nd ........... 758,088 198,058 36,000 .97
3rd coeeennnns 838,066 204,372 34,697 .93
4th ........... 875,993 220,704 40,484 1.09
Year .......... $3,236,222 $827,177 $151,931 $4.08

There were no material extraordinary, unusual or in-
frequently occurring items in any quarter; year-end adjust-
ments were immaterial in relation to fourth-quarter results in
each year.

As set forth in Note 2, the financial statements for each of
the four quarters of 1980 and the first three quarters of 1981
have been restated to give effect to the provisions of SFAS
No. 52, Foreign Currency Translation. Differences in previ-
ously reported gross profit, net income and net income per
share are all attributable to such restatement.



Information Required By SEC Regulations 3

BRUNSWICK CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 16: Quarterly Data (unaudited)

(dollars in thousands, except per share data) 1st
1981
Net sales ......oveenieiviiiiiiiieiicireererctereeneaes $263,816
GroSS MArgin......ccuveueurenrienereeernanrneccanensennnns $ 68,581
Earnings from continuing operations ....................... $ 8,130
Earnings from discontinued operations..................... 7,623
Net €arnings .......ocoevvvvieiiiiiriireciiieririenenns $ 15,753
Per common share
Primary earnings
Continuing operations .........c..ceevvenreerenrennen. $ .36
Discontinued operations ............coecuveuniiniennens 37
$ .73
Fully-diluted earnings
Continuing operations ..............cocevveuviininnnns $ .36
Discontinued operations.............cccvenvenennnnene. .33
$ .69
Dividends declared ...........cccovveiiiiiniininiinnen. $ .225
Common stock price (NYSE)
High .oovniniiiiiiin, $ 17
LOW e 13
1980
Net Sales .....cevvuniiniinieiiiiii e $250,816
GroSS MArgin....ocoeueuiuirinerrineneenraeaeaesearerasennes $ 59,158
Earnings (loss) from continuing operations ................ $ 862
Earnings from discontinued operations..................... 5,098
Net earnings (I0SS) «.....c.vevevenirnenrinenceenennennen, $ 5,960
Per common share
Primary earnings (loss)
Continuing operations .............c...ccoveeeniiinnene. $ —
Discontinued operations ...........ccccceviuveininnnns .25
$ .25
Fully-diluted earnings (loss)
Continuing operations ...........cccceeueeeveeeennnnen. $ —
Discontinued operations .............cecevenveninennen. .25
$ .25
Dividends declared ..........cc.cooenivnieiiiiiininnenees $ 225
Common stock price (NYSE)
High oo $ 15%
LOW (o 10%

Allocations of the Company’s administrative expenses
have been included in the determination of earnings from
discontinued operations.

Fourth quarter earnings from continuing operations in 1981
and 1980 were increased by a change in the annual effective
tax rates to 32% and a 98% tax benefit, respectively, for the
year from the estimated rates of 39% and 19%, respectively,
used for the first nine months. Fourth quarter earnings from
continuing operations in 1980 were decreased $2.7 million
($.13 per share) due to year-end inventory adjustments.

Gross margin amounts in 1980 and for the quarter ended
March 31, 1981 have been restated to reflect the reclassifica-
tion of certain previously reported research and development
costs and administrative expenses.

Quarter

2nd 3rd 4th Year
$278,920 $272,333 $270,129 $1,085,198
$ 78,225 $ 71,870 $ 67,149 $ 285,825
$ 13,895 $ 9,308 $ 11,207 $ 42,540
5,157 5,098 6,339 24,217
$ 19,052 $ 14,406 $ 17,546 $ 66,757
$ .64 $ .40 $ .48 $ 1.88
.26 .24 .27 1.13

$ .90 $ .64 $ .75 $ 3.01
$ .61 $ .40 $ .46 $ 1.82
.22 21 .25 1.01
$ .83 $ .61 $ N $ 2.83
$ .225 $ .225 $ .25 $ .925
$ 22% $ 21% $ 21% $ 222

16% 15V, 16% 13
$230,374 $234,038 $240,223 $ 955,451
$ 49,299 $ 57,935 $ 51,060 $ 217,452
$ (3,148) $ 617 $ 2,219 $ 6,104
2,332 4,246 6,148 17,824
$ (816) $ 10,417 $ 8,367 $ 23,928
$  (.20) $ .26 $ .07 $ 13
12 21 .30 .88

$ (.08) $ .47 $ 37 $ 1.01
$ (.20 $ .27 $ .10 $ 12
12 .18 .26 .88
$ (.08) $ .45 $ .36 $ 1.00
$ .225 $  .225 $ 225 - $ .90
$ 12% $ 16% $ 17% $ 17%
10% 113% 13% 10%

A change in the actuarial method used to compute ex-
pense for most of the Company’s pension plans increased
third quarter 1980 earnings from continuing operations by
$1.6 million, or $.08 per share. Had the change been made in
the first quarter, earnings (loss) from continuing operations
would have been as follows:

Earnings (loss) from

Earnings continuing operations
(loss) from per common share

continuing
1980 quarter ended operations  Primary Fully-diluted
March 31..........ceeeees $1,385 $.02 $.02
June 30 .....oiinneel. (2,626) (.17) (.17)
September 30............ 5,126 21 .22



SQUIBB CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Quarterly Financial Data (Unaudited)

Net
sales

1981
First Quarter ......... $ 339.0
Second Quarter ...... 365.1
Third Quarter......... 410.0
Fourth Quarter ....... 409.8
$1,523.9

1980
First Quarter ......... $ 2721
Second Quarter ...... 310.0
Third Quarter......... 373.8
Fourth Quarter ....... 378.3
$1,334.2

1979
First Quarter ......... $ 233.1
Second Quarter ...... 265.5
Third Quarter......... 298.4
Fourth Quarter ....... 313.1
$1,110.1

The 1981 fourth quarter results include the costs of restruc-
turing, the gain on the sale of Life Savers and the extraordi-
nary charge related to Iran. Previously reported quarterly
sales, gross profit and income from continuing businesses
data have been restated to reflect the sale of Life Savers.
Income from continuing businesses data also have been re-
stated to reflect the Company’s adoption of FASB Statement
No. 52 during the fourth quarter of 1981, resulting in an in-
crease of $1.0 million ($.02 per share) in the first quarter,
$4.9 million ($.10 per share) in the second quarter and $7.2

Gross
profit

$191.5
208.7
230.6
216.7

$847.5

$155.7
176.7
208.7
208.2

$749.3

$131.6
149.5
163.8
167.1

$612.0

million ($.14 per share) in the third quarter.

Section 1: General

Income
(loss) from
continuing
businesses

Income
before
extra-

ordinary
charge

Net
income

Income
(loss) from
continuing
businesses

(Amounts in millions except per share figures)

$17.5
26.0
37.3
(39.7)

$ 410

$11.4
17.6
38.6
35.8

$103.4

$11.7

21.2.

30.4
26.2

$ 89.5

$ 18.6
28.0
421
22.6

$111.3

$ 16.7
24.0
44.4
42.3

$127.4

$ 16.1
28.6
38.5
40.5

$123.7

$ 18.6
28.0
42.1
16.1

$104.8

$16.7
24.0
44.4
42.3

$127.4

$ 16.1
28.6
38.5
40.5

$123.7

Per share
Income
before
extra-
ordinary
charge

Net
income
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SCOTT PAPER COMPANY (DEC)

MANAGEMENT'S DISCUSSION AND ANALYSIS
Quarterly Highlights

(Millions, except
on a per common st 2nd 3rd 4th

share basis) Quarter 27 Quarter 7 Quarter ) Quarter
1981
Sales ......cceenenennnn. $566 3 $570 $575 $598
Gross margin (1)........ 178 @ 177 178 196
Net income............. 26 31 27 49
Per common share
Net income........... $ .66 $.76 $.64 31.16
Dividends ........... .25 .25 .25 .25
Market price
High .............. 282 22 203% 19%
Low .ooivenenenens 20% 17% 15 15
1980 (3
Sales .....ooovvnennenn. $546 $528 $485 $524
Gross margin (1) ....... 186 185 135 177
Net income ............ 34 60 4 35
Per common share
Net income........... $ .89 $1.53 $.10 $ .89
Dividends ........... .25 .25 .25 .25
Market price
High ...oevvvenee. 22V 17% 19% 23%
LoW ..eoevvnennnns 14% 13% 167 17
1979 &
Sales ......oovnveennnnnn $470 $484 $475 $479
Gross margin () ....... 159 166 160 154
Net income.............. - 87 35 34 30
Per common share
Net income........... $ .96 $ .90 $ .87 $.77
Dividends ........... 21 .23 .23 .23
Market price
High .............. 18% 19% 207 19%
Low ..ooevennnns 13% 16V 16Ya 16

() Sales less product costs.

@ 1981 was restated for Financial Accounting Standards Board
Statement No. 52, Foreign Currency Translation, which did not have a
material effect on any one quarter.

(3) Certain minor reclassifications (not affecting net income) have been
effected to more clearly present results of operations.

) Restated for Financial Accounting Standards Board Statement No.
43, Compensated Absences.

WHEELABRATOR-FRYE INC. (DEC)

QUARTERLY RESULTS OF OPERATIONS

The following table sets forth a summary of the unaudited
quarterly results of operations for the years ended December
31, 1981 and 1980.

(Thousands Except First  Second Third  Fourth
Per Share Amounts) Quarter Quarter Quarter Quarter
Year Ended December 31, 1981
Net Revenues ................ $395,964 $366,913 $401,186 $384,269
Gross Margin ................ $ 85,990% 91,609% 90,913 $101,348
Income from Continuing Op-
erations.................... $ 14,185% 20,579 % 26,370% 28,928
Net Income ................... $ 19,550$ 23,025% 25,075% 23,700
Income Per Share of Com-
mon Stock:
Primary
Continuing Opera-
HONS .vvvvenennnnen $ .73 $1.08 $1.38 $1.52
Net Income........... $1.02 $1.21 $1.32  $1.23
Fully Diluted
Continuing Opera-
tions ......oeneens $ .7 $1.02 $1.32 $1.45
Net Income........... $ .98 $1.14 $1.26 $1.19
Year Ended December 31, 1980
Net Revenues ................ $246,247 $258,643 $250,060 $411,350
Gross Margin ................ $ 59,520% 66,242 % 63,564% 97,194
Income from Continuing Op-
erations............ceeen... $ 9,950% 11,882% 13,450% 14,521
Net Income ................... $ 9,950% 11,882% 13,450% 20,018
Income Per Share of Com-
mon Stock:
Primary
Continuing Opera-
HONS .evvviennnns $ .88 $1.06 $1.22 $ .81
Net Income........... $ .88 $1.06 $1.22 $1.15
Fully Diluted
Continuing Opera-
tions .............. $.83 $ .98 $1.10 $ .77
Net Income.......... $ .83 $ .98 $1.10 $1.09

As more fully described in Note 2 to the Consolidated Fi-
nancial Statements, the fourth quarter of 1980 and the full
year of 1981 include the results of operations of Pullman
Incorporated (“Pullman”), which was acquired effective Oc-
tober 1, 1980.

The above summary has been restated to reflect the dis-
continuance, for accounting purposes, in 1981 of PTC and
First Greatwest Corporation.
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Selected Information For Five Years

ACF INDUSTRIES, INCORPORATED (DEC)

Five-Year Statistical Summary

(Dollars in thousands except amounts per share and shares outstanding)
Consolidated Summary of Operations:

1981
Revenues:
Manufacturing operations............cccoeeeieieiiininnnnnn., $ 773,907
Railroad car rentals and services ...........c..oeeeunenenne. 144,160
Gas and oil operations ............ccceveeiiiiriniinreniinnnn. 21,028
Other v 9,251
Total revenues ........cc.eveuvieveniinieeeereeneennnanns 948,346
Costs and expenses:
Cost of manufacturing...........ccooovvviiiiinniiinnennnnen.. 635,361
Fleet operating eXpenses ..............ccccvevevenenvenennnss 39,462
Selling, administrative and other expenses ................ 102,119
Depreciation expense ...........ccoeeiiiiiiriiiniiiiennnnnen. 40,865
Interest eXpense ........ccceeuriirniiinciiiiiineiieenannes 50,703
Total costs and expenses ..............ccvvenannnnn.. 868,510
Income before provision for estimated phase-out costs and
1AXES 0N NCOME ..euvniininirenirneeirrarereeneenerannens 79,836
Provision for estimated phase-out costs....................... —
Income before taxes on income .........c...ccceuvveneeneennn... 79,836
Estimated taxes on income ...........c.cevvviueeinennnnnnnnnen. 32,311
Net inCOME ....evnieiiiiieiircee et $ 47,525
Net income per common share...............ccceeevenvinennnn, $ 5.23
Dividends paid per common share ................cc.ueuneen... $ 2.69%
Capital expenditures: -
Rolling StOCK ...evveeniniiiiniinie e, $ 64,424
Plant facilities......oc.vveeeiiieiiii e 32,075
97,499
Investment in gas and oil ventures............c..ccceeuiinnn. 28,656
Total coeienniiii i, $ 126,155
Financial position:
Working capital ..........cocuviinieniiniiiiieiiieenenne, $ 209,349
Property (Net)......cccovveviiiiiiiiiiiiiiieie e, 703,398
Total GSSES «.eevnrininiiiiieiiieee e ee e e, 1,240,559
Long-term debt.........ccocvuiiiiiiiiiii e, 379,262
Deferred taxes on income ............cceevivivnininnenns 193,172
Stockholders’ equity .........ccoveeiiiiiiiiiiiiiiiieieennee, 404,084

Average number of shares outstanding..................... 9,086,896

Year Ended December 31

1980

$ 898,003
131,060
15,578
8,172
1,052,813

750,811
37,225
92,802
36,436
39,361

956,635

96,178
28,000
68,178
23,422
$ 44,756
$ 5.02
$  2.43%
$

101,359
31,076
132,435
20,509

$ 152,944

$ 211,767
651,300
1,109,488
366,713
168,781
376,778
8,923,860

1979

$ 865,708
117,188
8,809
8,944

1,000,649

732,366
32,429
83,083
42,581
34,338

924,797

75,852

75,852
28,011

47,841

5.44
2.20%

- A A A

61,451
26,906
88,357
12,72}

$ 101,078

$ 187,897
570,713
1,016,796
310,907
158,565
348,384
8,787,477

$

L-2d ¥ A A

1978

712,725
106,313
5,907
3,396

828,341

592,223
27,523
71,088
38,837
27,172

756,843

71,498

71,498
30,322
41,176

4.7
2.07%2

66,663
23,388
90,051

7,718

97,769

173,104
529,107
923,064
291,443
145,041
316,559
8,739,988

$

R4 A A N

1977

607,096
98,608
4,052
3,263

713,019

512,935
25,343
57,354
34,997
22,162

652,791

60,228

60,228
24,97

35,257

4.05
1.95

51,940
16,928

68,928
7,200
76,128

158,046
478,615
786,033
259,656
129,736
292,708
8,709,977
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ALLEGHENY INTERNATIONAL, INC. (DEC)

Five-Year Consolidated Financial Summary

1981 1980 1979* 1978 1977*
(Dollars in millions, except Share Data-Common Stock)
Summary of Operations:

Net Sales .......ooomriiiiriiir e ee e $1,907.8 $ 9235 $ 8503 $ 752.8 $ 398.9
Cost of goods SOI..........eeuuiirnviiiiiiieieiiie e ee e e eaes 1,335.2 674.0 621.6 540.3 314.1
Depreciation and amortization ............cc.eveevvniivineeiiiirnieniiieneennenss 43.0 20.1 18.9 20.5 9.4
INTErest @XPENSE .. ...iuviuiiuiineieiiriueiteeeteeereenrererrerneenaanenens 92.4 41.8 35.7 32.9 13.7
INCOME HAXES .. euiiuiininiiinee i ri et et e e e e e e eeneensas 23.9 13.2 23.1 9.5 5.4
Earnings from continuing operations before equity earnings.................. 36.5 21.5 18.0 13.9 13.0
EQUItY @arNiNgS. ... ..vnineiiiieireei e e e e e an e e 46.1 44.4 28.1 12.3 2.3
Earnings from continuing operations ...........c.ccuvevnieeniiuiniinninininnn, 82.6 65.9 46.1 26.2 15.3
Earnings (loss) from discontinued operations............coceecvenveneenniannnn. (1.6) (21.2) 24.9 7.2 10.1
Net arNINgS .......ieeiniiiieii et r e e e e eneeaeen 81.0 44.7 71.0 33.4 25.4
Cash dividends:

On Preferred Stocks ......cvveieniiiiiiiiiiiiici e 11.9 15.2 16.6 18.1 5.9

0N COMMON STOCK ...vuveenininenenrnrnereereee et eeeae e eeeneeenenenas 13.1 10.1 9.8 9.2 9.3
Capital eXpenditures...........oveuveerueeereeneerrerrrrereaenereneenecaeanns 57.9 36.1 34 39.3 15.8

Share Data-Common Stock:
Fully diluted earnings (loss) per share:

Continuing OPErations .........eeeeeeurenrreenenisiiienieiieinreienreneenons $ 7.20 $ 5.68 $ 3.30 $ 1.34 $ 1.38

Discontinued operations ............cceeveeienrieiiieniiiiiiieiinienenienes (.16) (2.24) 2.42 .70 .96

NEt @aIMINGS ...vvernineiinerirreeieeeee e eae et eenenasaasasans 7.04 3.44 5.72 2.04 2.34
Primary earnings (loss) per share:

Continuing OPErations ...........cceuvueenrinrininiinireninieeeienseerencenes 7.65 6.89 3.86 1.1 1.15

Discontinued operations.........c.cocveviieieiiiiieiiiinininiinineniiieanens (.17) (2.94) 3.37 .99 1.38

Nt @aMNINGS ..vuvnrniniiiieeeeteerrren e e e rereeaeuensaainsases 7.48 3.95 7.23 2.10 2.53
Dividends per Share ...........ocevvieiiiiiiiiiieeeiirie e 1.40 1.40 1.31 1.28 1.28
Book value per share .............coeeeuiiiiiiiiiiiiie e 35.06 35.38 31.77 25.83 23.98
Number of shares outstanding (in thousands) ..........c...ccoceviiiinnnne. 10,833 7,310 7,081 7.128 7,295
Number of shareholders.............cccoviniiiieiiiiieniiier e, 17,548 15,509 17,314 18,359 17,868

Financial Position ot Year-End:

Working €apital .........ocurerrniriieniiiiii e $ 529.3 $ 267.0 $ 259.8 $ 256.1 $ 3444
Property, plant and equipment, net...........ccoooviiiiiiiiiiiniiiiinee, 534.6 343.1 165.3 197.0 206.5
TOtal GSSEES «.vveinineninieeiii e ie e eee e e e e ra e e e e e eerneneaeaes 2,429.4 1,358.5 1,137.0 1,086.2 1,075.7
Long-term debt........ccoeuiiniiitiiiii i e 657.0 381.0 314.3 328.0 354.4
Redeemable preferred stocks...........veuveeeeneniiiiiniiiinciiiniincnenenen, 336.0 116.5 115.4 114.0 120.5
$3.00 Convertible Preferred ST0CK.........cvvuevrnreeeeneenrrrneerenaenenees — 1.3 1.7 1.8 2.0
CommOon STOCK ISSUEH ....vvvninenieeeniieiiirieeeieeeiereenenenenneeneaeanns 7.4 5.6 5.1 5.0 4.9
Additional paid-in capital...........coooiiiiiiiii 126.3 82.7 82.1 84.1 84.3
Retained @armings..........ocueuvunineneniiniiiiie i eae e 352.7 297.7 279.3 235.7 230.7
Cumulative adjustment from foreign currency translation..................... (27.8) (.6) (.8) — —
Common Stock iN treOSUNY ... ...ovvveieniriuiiiiieieiiniiiinniiiieaeanenes (7.0) (30.5) (14.9) 9.8) (.8)

*Restated 1o reflect changes in accounting principles.



8 Section 1: General

RANCO INCORPORATED (SEP)

5-Year Summary of Selected Financial Data

(In Thousands Except Per Share Data) 1981
Consolidated Earnings
Net SQlES . ..o e $179,446
Cost of products Sold...........ovenreiiiiniiiiiiiiiiic i 139,555
Selling, engineering and administrative expense ............c.cceeuveieniinnne. 28,592
INTEIEST .ot 4,476
Other (iNCOME) EXPENSE (A).c.eneveurneeneiiereeei e eeeeeeeeniaenens 177)
172,446
Income before taxes on income and equity in eamings of dffiliate .......... 7,000
TAXES ON INCOME. . ceuvviniuiiniaeniiiinetreresetnesienrastsiecnsaseseensernenes 4,724
Income before equity in earnings of affiliate...........c.cooeieiiiiiiiiis 2,276
Equity in earnings of affiliate ..o (334)
Net INCOME ...euinniniiiiiiiiie e e e ieeer st eee it s ereerersrneeanerenenes $ 1,942
Net income per common Share (B) ..........oceeeevveeeneniiineieeneineneeineannes $.55
Common dividends...........eemiieiiiiiiiiiiiiiiinirr e $ 2,940
Common dividends per share..............c.oveerieeriiiieniniiirerieeeieeeeenee $.84
Average shares outstanding ..............ccooiiiieiiiiiiiiiiiiii e 3,500
Consolidated Financial Position ()
CUMTENT ASSBES ....eeniieinerieiierii et e e i ere et s eneeneeansernereaeesennasns $ 75,307
Current Babiliies .........ovvniiiiiiiiiiiii e een e 33,596
Working capital .......coonrneninin i e rae e ns 41,71
Property, plant and equipment ...........cocoiiiiiiiiiiiiiii e 37,626
TOtal GSSES +.vuvenieniiniieeeiiieeie ettt e et e et e e e e eaeeenes 128,899
Long-term debt......c.ovniniiirii e 35,033
Common shareholders’ equity ...........cocueiiiiieeiiiiiiiieieieceeeeeeeaans 54,033
Net income as a % of common shareholders’ equity ©)............ccecvuernneen. 3.6%

1980

$179.418
145,186
28,546
4,680
(1,974)
176,438
2,980
369

2,611
1,251

$ 3,862
$1.11

$ 2,936
$.84
3,495

$ 85,696
44,046
41,650
33,529

134,731
29,862
55,043

7.1%

1979

$157,281

126,678
23,721
2,370
(6,626)
146,143

11,138
2,515

8,623
432

$ 9,055
$2.57

$ 2,677
$.76
3,526

$ 74,834
37,100
37,734
27,168

116,676
20,936
54,073
17.2%

1978

$141,783

110,932
20,187
1,919
(1,260)
131,778

10,005
4,501

5,504
2,97

$ 8,421
$2.29

$ 2,544
$.69
3,669

$ 61,279
26,037
35,242
19,877
93,967
13,281
51,323
17.4%

1977

$128,067
99,184
15,911
1,689
(450)
116,334
11,733
5,554

6,179
1,104

$ 7.283
$2.01

$ 1,738
$.48
3,617

$ 59,148
20,928
38,220
17,299
83,398
13,922
45,442

17.1%

) In 1980 and 1979, other income expense includes a gain of $863,000 and $4,999,000, respectively, on the sale of the German manufacturing

facilities. (See Note 11 of Notes to Consolidated Financial Statements)

® Per share data are based on the weighted average number of common shares outstanding during each year. No material dilution in earnings per

share would result from exercise of stock options.

© As restated for the retroactive effect of adopting FASB 43 in 1981. (See Note 15 to the Consolidated Financial Statements.)

) Based on average common shareholders’ equity for the year.
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RUSS TOGS, INC.

Five Year Selected Financial Data

(Dollars in thousands except per share amounts)

Year Ended
Jonuary 30, Jonuary 31, February 2, February 3, Januory 28,
1982 1981 1980 1979 1978
For the Year
Net Sales ...ovvieniiniiiiiii e, $ 227,841 $ 190,431 $ 177,514 $ 136,164 $ 133,281
Earnings—continuing operations before extraordinary items 10,344 9,079 8,518 6,346 6,923
Extraordinary items (net of income taxes) ...........c........ 654
NET EARNINGS .......vvnriiniiiiiiirie e eieeanns 10,998 9,079 8,518 6,346 5,838
Earnings per common share:
Continuing operations before extraordinary items ......... 2.91 2.53 2.13 1.54 1.68
Extraordinary items (net)..........c.oevieieniiniiiniininnns .19
TOTAL oo, 3.10 2.53 2.13 1.54 1.40
Average number of shares used in computing earnings per
COMMON ShArE .........eeviiiiiiiiiiiiiieeireieeeeieraenn, 3,417,000 3,425,000 3,762,000 3,804,000 3,817,000
Dividends per common share................ccoeevivnninnnnnnn, 1.00 .88 .88 .88 .76
At Year End
Working capital .........c.oeviiiiniiiiiii i, 60,472 55,636 54,632 50,877 46,143
Working capital ratio ...........coeeiviiiiiiiiieiieiinanen, 3.0t01 3.3tal 3.1t01 30tal 4,711
Property and equipment—anet ..........cc.ciiveiiiiiiiinininnnns 11,614 11,946 11,729 11,893 8,461
Total @SSETS ...euvneneieneieie e, 110,479 96,956 98,161 94,436 73,844
Long-term debt..........cccevieniiiiiiiiiiiiie e, 8,405 8,992 10,811 12,067 6,906
Stockholders’ equity ...........cccviiiveenniiieiininreneiinnnn, 68,813 61,639 59,443 56,140 53,940
Shares outstanding:
COMMON ..eeiiiiiiiiiiie e e e, 3,417,000 3,417,000 3,748,000 3,780,000 3,809,000
Preferred ........coeeuiivniiiiniiiiii i 215,000 215,000 215,000 265,000 265,000
Equity per common share™ ...........ccocieveeieninnennnnnen. 17.63 15.53 13.57 12.05 11.38

*Year ended February 3, 1979 represents 53 weeks.
**After liquidation preference of Preferred Stock.

Management’s Discussion and Analysis of
Financial Condition and Results of Operations

EATON CORPORATION (DEC)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Financial Condition

Faced with the prolonged economic slowdown, the Com-
pany made a strong effort to utilize better its capital resources
and improve liquidity by converting accounts receivable and
inventories into cash and short-term investments and by re-
ducing current liabilities. Cash and short-term investments
totaled $104.7 million at December 31, 1981, a substantial
increase of $83.4 million over the prior year's amount. Cur-
rent liabilities were reduced by $23.3 million to $584.1 million
at the end of 1981. Net working capital increased by $14.7
million to $687.5 million at December 31, 1981 and the cur-
rent ratio increased to 2.2 from 2.1 at the end of 1980 and
1979.

Total debt, consisting of short and long-term debt and the
current portion of long-term debt, decreased slightly to
$598.3 million at December 31, 1981 from $598.7 million at
the end of 1980. The net-debt to net-debt plus equity ratio,
which treats short-term investments as a reduction of debt,
continued to decline from its peak of three years ago of
44.6% to 32.1% at the end of 1981.

During 1981, the Company significantly changed its debt
structure by both fixing the interest rate and extending the
maturity of its borrowings. Fifty million dollars of 13%%
Eurodollar Notes due 1989 and the proceeds of $97.6 million
from the issue of $200 million of 7% debentures due 2011
were used to repay borrowings outstanding under revolving
credit note agreements and commercial paper, which borrow-
ings were subject to high short-term interest rates during the
past year and a half. As a result of these financings, the
Company has fixed the rate on substantially all of its borrow-
ings and has extended the average life of its debt to over 12
years. In addition, during 1981 the Company increased its
fixed rate notes payable to banks outside of the United States
and negotiated increases in the amount of long-term lines of
credit available from banks during the next several years.
These actions will help shield profits from wide swings
created by volatile short-term interest rates and enable the
Company to meet future financial needs and opportunities.

Despite the current economic slowdown, the Company
continued its ambitious program of constructing new facilities
and improving the overall efficiency of manufacturing opera-
tions. Capital expenditures were $136.7 million, down only
$4.6 million from 1980. Major projects which were put into
operation during 1981 included the truck transmission plant
in Manchester, United Kingdom, the brake and transmission
headquarters in Galesburg, Michigan and the engine valve
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plant in Belmond, lowa. Additionally, expansion projects at
the engine valve plant in Kearney, Nebraska and truck
transmission plant in Shenandoah, lowa were completed.
With capacity now in place to meet foreseeable demand, it is
expected that capital expenditures for 1982 will be approxi-
mately $120 million with the necessary funds provided by a
mixture of working capital on hand and cash flow from opera-
tions.

In 1982, the Company expects to increase its investment in
accounts receivable and inventories and increase current
liabilities since it anticipates an increase in economic activity.
The Company believes that during this period of increased
product demand, the present capital resources available in
the form of working capital on hand, credit agreements and
funds provided from operations, will be more than adequate
to meet these anticipated needs.

Results of Operations—1981 Compared With 1980
Net Sales

Net sales for 1981 were $3,165.3 million, slightly below the
amount for 1980 of $3,176.5 million. The economic downturn
continued to have a great impact on the Electronic and Elec-
trical and Vehicle Components segments which reported
sales slightly above the amounts for 1980 while sales of the
Materials Handling Vehicles segment fell 21%. However, due
to tight inventory and cost controls, operating profits in the
Vehicle Components segment increased by 12%. Overall,
unit volumes were lower for most of the Company’s key busi-
nesses due to high interest rates and the prolonged slow-
down in business activity. In general, sales increases of op-
erations in the United States offset declines at international
operations.

Gross Margin

Gross margin increased to $799.0 million in 1981, or
25.2% of net sales, from $784.1 million in 1980, or 24.7% of
net sales. The increase was primarily due to the effect of cost
reduction programs as well as a reduction of charges related
to plant closings and divestitures and long-term contracts
which were significant in 1980. However, gross margin for
1980, and to a lesser extent for 1981, was favorably affected
by the liquidation of LIFO inventory quantities.

Earnings of Finance Subsidiaries and Associate Companies

Earnings of finance subsidiaries and associate companies
increased by $9.0 million in 1981 to $23.4 million. The in-
crease resulted primarily from a significant improvement in
the results of operations of the Company’s associate com-
pany in Mexico and domestic finance subsidiary.

Interest Income

Interest income of $11.2 million in 1981 was $5.6 million
higher than in 1980 due to the increased investment in short-
term securities of cash generated mainly as a result of efforts
to liquidate accounts receivable and reduce inventories.

Selling and Administrative and Research and
Development Expenses

Selling and administrative expenses were $506.6 million in

1981, an increase of 4.9% compared to an increase of 6.5%
during 1980. The continued decline in the rate of growth of
these expenses was the result of stringent cost controls. Re-
search and development expenses increased 26.6% during
1981 to $94.1 million compared to an increase of 10.0% dur-
ing 1980, reflecting the Company’s conscious decision to
continue aggressive product development programs in those
business areas with a high potential for growth.

Interest Expense

Interest expense decreased in 1981 by $14.2 million to
$75.0 million. The decline was primarily associated with the
refinancing of short and long-term debt which was subject to
floating interest rates with the issue of $50 million of 13Va%
Eurodollar Notes due in 1989 and the $97.6 million in pro-
ceeds from the issue of $200 million of 7% debentures due in
2011.

Exchange (Gain) Loss—Net

Exchange gain—net was $.7 million in 1981 compared to
an exchange loss of $3.9 million in 1980. As described under
“Accounting Change” in the Financial Review, the Company
changed its method of accounting for foreign currency trans-
lation. Exchange loss—net for 1980 would not have changed
significantly if the new accounting method had been applied
in 1980.

Income Taxes

An analysis of changes in income taxes and the effective
tax rate is presented under “Income Taxes” in the Financial
Review.

Effects of Inflation

A discussion of the effects of inflation on the Company’s
operations is presented on pages 32 to 34 of the Financial
Review.

Results of Operations—1980 Compared With 1979

Net Sales

Net sales for 1980 were $3,176.5 million, a decline of 5%
from 1979 sales of $3,359.9 million. The recession experi-
enced by the United States economy during 1980 severely
impacted several of the Company'’s primary markets, espe-
cially those represented in the Vehicle Components segment
which experienced a decline of 15% in net sales. Sales of the
Electronic and Electrical segment increased by almost 10%
in 1980. However, the rapid rate of inflation experienced by
the economy during 1980 tends to distort the true results of
certain of the Company’s product clagses which experienced
reductions in unit volume.

While net sales of the Company’s operations in the United
States decreased by 10%, its international businesses
showed a 7% increase. The worldwide recession in 1980
affected United States operations earlier than international
operations.

Gross Margin

Gross margin declined to $784.1 million in 1980 from
$872.1 million in 1979. Gross margin also declined as a per-
centage of sales to 24.7% in 1980 from 26.0% in 1979. These
declines resulted in large measure from the Company’s ina-
bility to attain selling price increases in many of its major
product lines in sufficient amount to offset inflationary cost
increases and the impact of a one-time charge related to
long-term contracts. Partially offsetting this decline was an
increase in gross margin relating to the liquidation of LIFO
inventory quantities, and a reduction in charges related to
plant closings and divestitures.

Earnings of Finance Subsidiaries and
Associate Companies

Earnings of finance subsidiaries and associate companies
increased by $2.8 million during 1980 to $14.4 million. The
increase reflected improved earnings of the Company’s
domestic finance subsidiary.
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Interest Income

Interest income declined $2.5 million in 1980 to $5.5 mil-
lion, the result of a decline in investments of short-term secu-
rities held during the year from the prior year.

Other Income—Net

Other income—net increased to $22.8 million in 1980 from
$14.7 million in 1979. The increase reflected increased gains
on the repurchase of Eaton debentures and royalty income.
These increases were offset to some extent by an increase in
charges attributable to minority interest ownership in several
of the Company’s overseas consolidated subsidiaries.
Selling and Administrative and Research and
Development Expenses

Although selling and administrative expenses increased
$29.5 million in 1980 to $482.8 million, these expenses in-
creased only 6.5% over 1979 compared to a 26.6% increase
during 1979. The decline in the rate of growth of selling and
administrative expenses resulted largely from the one-time
effect of the 1978 acquisitions, but also stemmed from the
Company’s continuing efforts to reduce these expenses
through tight control and appropriate reduction in the level of
employment. Research and development expenses in-
creased by $6.7 million in 1980 to $74.3 million and as a
percent of net sales to 2.3% from 2.0% in 1979. These in-
creases reflected the Company’s emphasis on developing
internal technological expertise and new products and
markets.

Interest Expense

Interest expense of $89.2 million in 1980 was $2.3 million
higher than in 1979, primarily due to the sharply higher inter-
est rates worldwide. The increases in worldwide interest
rates were offset to a great degree by the Company’s efforts
to reduce its total debt position through the application of
internally generated funds.

Income Taxes

An analysis of changes in income taxes and the effective
tax rate is presented under “Income Taxes” in the Financial
Review.

EX-CELL-O CORPORATION (NOV)

MANAGEMENT'S ANALYSIS OF RESULTS OF OPER-
ATIONS AND FINANCIAL CONDITION

Results of Operations

Fiscal 1981 Compared to 1980

Sales increased $103.8 million, or 10.2 percent, and
operating profit increased $10.8 million, or 11.7 percent.
Sales and operating profit increased substantially in the
Ordnance segment and moderately in the Automotive Com-
ponents and Aerospace segments. The operating profit of the
Industrial Equipment and Specialty Products segments fell
below year earlier levels on modestly lower Industries
Equipment sales and slightly higher Specialty Products
sales.

Industrial Equipment—The reduction in sales and operat-
ing profit in the Industrial Equipment segment resulted from
declining demand for products with relatively short lead
times, and lower packaging equipment lease revenues due to
reduced emphasis on leasing. Decreased margins on ma-
chine tools produced in Europe and costs associated with

development and introduction of new packaging equipment
products also reduced operating profit. Planned inventory re-
ductions, which caused lower cost items to be consumed in
production, increased operating profit by $4.5 million during
the year. Reduced intake of new orders in 1981 will result in
substantially lower operating earnings in this segment in
1982.

Automotive Components—Sales and operating profit in-
creased from the severely depressed levels of 1980, even
though industry conditions did not improve during the 1981
model year. These increases occurred primarily as the result
of greater market penetration, higher selling prices, and
greater replacement product volume. 1982 model North
American car production has fallen to exceptionally low
levels, reducing shipments of this segment. As a result, the
return to more satisfactory performance by the Automotive
Components segment may be further delayed.

Aerospace—The increase in sales and operating profit in
the Aerospace segment resulted mainly from higher selling
prices. The proportion of military business increased slightly,
and this product mix trend is expected to continue in 1982, as
procurement for national defense accelerates. Demand for
commercial products softened compared to 1980. Based on
orders scheduled for shipment in 1982 and assuming no
major delivery stretchouts by customers, operating results
should remain strong.

Ordnance—The substantial increase in sales and operat-
ing profit in the Ordnance segment occurred because of
greater shipments of both wheeled armored vehicles and
ordnance systems. Increased vehicle deliveries resulted from
a major contract received late in 1980 calling for shipments
extending into fiscal 1983. Increased sales of terret control
and stabilization systems were related to the U.S. Army’s M-1
main battle tank and other tank construction and retrofit pro-
grams. Continued sales and earnings growth is expected in
1982.

Specialty Products—Despite a significant increase in
sales of plastic components, sales of the Specialty Products
segment increased only slightly overall due to the effects of
recessionary conditions. Operating profit decreased as the
result of product start-up costs in computer peripherals and
plastic components. At the end of the year, operations related
to crop sprayer and portable heater products were in the
process of being divested. The operating results of this seg-
ment for 1982 are expected to be favorably affected as the
start-up products move into full production and by the disposi-
tion of the sprayer and heater products.

Other items—Interest income increased by $7.5 million in
1981 as the result of higher amounts invested in marketable
securities at higher interest rates. Research and develop-
ment expenses increased $5.8 million, or 38.4 percent, in
1981 due to greater emphasis on product development
primarily within the Industrial Equipment and Ordnance seg-
ments.

Fiscal 1980 Compared to 1979

Sales increased $58.8 million, or 6.1 percent, as the result
of higher shipments in the Industrial Equipment, Aerospace,
and Specialty Products segments, offsetting decreases in the
Automotive Components and Ordnance segments. Operat-
ing profit decreased by $13.1 million, or 12.4 percent, as the
operating results of all segments except Industrial Equipment
fell below year earlier levels.
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The improvement in Industrial Equipment in 1980 resulted
from the continuing strength of the machine tool business,
the shift in emphasis from lease to sale of milk packaging
equipment, and increased productivity. The decline in the
performance of the Automotive Components segment was
due to the depressed level of North American car production.
Increasing prices and continuing high demand resulted in
higher Aerospace segment sales, but significantly higher raw
material costs caused a decline in operating profit. Ordnance
sales and operating profit were adversely affected by the low
level of incoming orders for wheeled armored vehicles in
1979. Though sales of the Specialty Products segment in-
creased slightly, operating profit was reduced by start-up
costs for new computer peripheral products.

Research and development expenses rose $1.6 million, or
11.6 percent, as the result of higher wage and material costs,
with the Industrial Equipment, Automotive Components, and
Aerospace segments accounting for most of the increase.

Financial Condition

Unused lines of credit at the end of fiscal 1981 from domes-
tic and foreign lenders, respectively, totalled $50 million and
$23.3 million. Significant cash resources have resulted from
customer deposits on unfilled orders. The future level of such
deposits depends upon continued receipt of orders providing
for advance cash payments. The year-end ratio of debt to
total capital was 14.4 percent compared to 16.3 percent at
the end of 1980. During 1981, operations were financed by
internally generated funds.

Capital expenditures in 1982 will be made for the purpose
of increasing productivity, supporting new business, and ex-
panding the capacity of existing businesses that meet estab-
lished criteria for growth and return on investment. It is ex-
pected that such expenditures will be financed by internally
generated funds.

Capital Stock and Dividends

At December 31, 1981, the Company had approximately
14,300 shareholders of record. In May 1981, a three-for-two
stock split was effected in the form of a 50 percent stock
dividend. Subsequently, the quarterly cash dividend was
raised from $.33% to $.37 per share, representing the ninth
consecutive annual increase. The dividend payout ratio in
1981 was 38.8 percent, compared to 40.3 percent in 1980.
Information on quarterly cash dividends declared and market
prices per share is included in the table below. Information on
dividend payment restrictions is contained in Note 7 to the
financial statements on page 26. The Company’s common
stock is traded on the New York Stock Exchange.

Changing Prices
Information on the effects of changing prices on the Com-

pany’s operations is contained in Note 15 to the financial
statements on page 30.

INTERNATIONAL MINERALS & CHEMICAL
CORPORATION (JUN)

Analysis of Earnings Change and Financial Condition

1981 vs. 1980

Sales increased $195.3 million (11 percent). Nearly all of
the increase was due to higher selling prices in most product
lines. Operating earnings increased $10.7 million (3 percent)
and net earnings increased $7.9 million (5 percent). Earnings

reflect the change in 1981 to the last-in, first-out (LIFO)
method of accounting for domestic product inventories. This
change cut operating earnings and net earnings by $28.4
million and $18.3 million, respectively.

Earnings in 1981 also included a fourth quarter pre-tax loss
provision of $14.4 million on the planned disposition of IMC’s
coal business. Last year's earnings included pre-tax loss
provisions of $11.7 million on disposals of certain chemicals
facilities, an $8.2 million write-off of certain coal reserves, and
a $5.5 million loss on metals futures contracts. Significant
changes in operating earnings are discussed below.

Fertilizer operating earnings increased $15.6 million (7
percent). On a pre-LIFO basis, earnings would have in-
creased $24.5 million (11 percent). Most of the increase
came from higher prices and, to a lesser extent, higher
potash and phosphate chemicals volume. These gains were
reduced in part by higher costs and a $15.5 million operating
loss from uranium start-up problems, compared with a 1980
uranium pre-operating loss of $3.5 million.

Animal products operating earnings increased $13.7 mil-
lion (37 percent). On a pre-LIFO basis, earnings would have
increased $14.8 million (40 percent). Principal factors in that
increase were higher prices for animal feed ingredients and
increased volume of Ralgro, a growth-promoting implant.

Chemicals operating earnings increased $1.1 million (17
percent). On a pre-LIFO basis, earnings would have in-
creased $5.8 million (88 percent). As noted earlier, last year's
earnings included pre-tax loss provisions of $11.7 million on
disposals of certain chemicals facilities.

Gas and oil operating earnings declined $.2 million (1 per-
cent). The benefits of higher prices were just about offset by
an increase in exploration expenses.

Industry operating earnings decreased $15.6 million (39
percent). On a pre-LIFO basis, earnings would have de-
creased $2.0 million (5 percent). Some lower volumes and
selling prices on products sold to soft markets were the prin-
cipal factors.

Interest income and other income, net, declined $8.5 mil-
lion. The decrease was mainly the result of the $14.4 million
pre-tax loss provision on the planned disposition of IMC's
coal business. Interest charges increased $4.3 million. Most
of the increase resulted from an increase in long-term debt
late in fiscal 1980.

Earnings before income taxes were about the same as a
year ago but income taxes were $8.6 million lower, resulting
in a decline in the effective tax rate from 42.8 percent in 1980
to 39.6 percent in 1981. Higher investment tax credits, par-
tially offset by higher foreign effective tax rates, account for
most of the decline in the rate.

1980 vs. 1979

~ Sales increased $314.9 million (21 percent), with approxi-

mately three-fourths of the increase the result of higher sell-
ing prices and the balance from higher volume. Operating
earnings increased $40.1 million (15 percent) and net eamn-
ings increased $25.1 million (21 percent).

Fertilizer operating earnings increased $46.5 million (25
percent). Most of the earnings gain came from improved
prices in all product lines that more than offset higher 1980
production costs, particularly for energy and, to a lesser ex-
tent, Saskatchewan mining fees. In 1979, operating earnings
included a net gain of $9.2 million from the sale of mineral
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properties less a write-down of an ammonia plant and certain
other facilities.

Animal products operating earnings increased $11.4 mil-
lion (44 percent). The earnings gain came principally from
higher shipments: 10 percent increase in animal feed ingre-
dients and 15 percent in Ralgro. Eamings also benefitted
from higher prices.

Chemicals operating earnings declined $13.5 million (67
percent). Lower earnings were the result of provisions for
losses of $11.7 million on disposals of certain chemicals
facilities.

Coal operating losses were $10.8 million higher. The
higher operating loss was caused by an $8.2 million write-off
of certain coal reserves and lower prices.

Gas and oil operating earnings were about the same as a
year earlier.

Industry operating earnings increased $6.2 million (19 per-
cent). Most of the earnings increase came from better petro-
leum coke selling prices and a $2.7 million gain from the sale
of a cargo vessel, partly offset by a $5.5 million loss on met-
als futures contracts.

Interest earned and other income, net, decreased $35.6
million as the result of 1980 loss provisions on the disposal of
chemicals facilities mentioned earlier, whereas the 1979
amount included a pre-tax gain of $24.1 million from the sale
of mineral reserves. Interest charges decreased $4.8 million
as the result of a change in accounting that resulted in the
capitalization of $11.8 million of interest charges; apart from
that change, interest costs increased due to higher average
borrowings and higher rates.

Income taxes were higher because of higher earnings, but
the increase was partly offset by a decline in the effective tax
rate from 43.5 percent in 1979 to 42.8 percent in 1980.

Capital Resources and Liquidity

IMC’s financial condition grew stronger during the three
years ended June 30, 1981. In that period, total assets in-
creased $513.3 million, or 35 percent, and sharehoiders’
equity increased $254.3 million, or 35 percent. Long-term
debt also increased $111.3 million, or 30 percent, but re-
mained fairly constant as a percentage of invested capital.

Funds provided by operations in 1981, 1980, and 1979
amounted to $334.5 million, $285.6 million, and $223.6 mil-
lion, respectively. In addition, there was the aforementioned
increase in long-term debt of $111.3 million. These funds and
funds provided by property disposals have been adequate for
most of IMC’s cash needs, including capital expenditures that
have amounted to $772.2 million over the last three years.
Approximately 62 percent of those expenditures were for ex-
pansion projects in the fertilizer and animal products seg-
ments and 13 percent for gas and oil property acquisitions
and exploration projects.

Capital spending for fiscal 1982 is presently estimated to
be $275 million. Major projects include the completion of the
phosphate chemicals capacity expansion, phosphate rock
reserve acquisitions, and gas and oil property acquisitions
and exploration projects. IMC should be able to finance most
of those expenditures from internally generated funds but
some additional long-term financing will probably be needed.
The Company is committed to maintaining its “A” rating on its
long-term debt and therefore would expect such financing to
bear a reasonable cost.

IMC believes that it has sufficient short-term financing flexi-
bility through the internal generation of funds and from short-
term credit lines. At June 30, 1981, IMC had unused short-
term credit lines with domestic and foreign banks totaling
$186.7 million. In addition, IMC has an unused credit line
under a $50.0 million revolving credit agreement that runs to
November, 1984. Except for some relatively small overseas
borrowings, IMC does not expect to use these credit lines
directly but instead plans to use them as a back-up for any
necessary commercial paper borrowings. Rating agencies
have given the Company’s commercial paper their highest
rating.

Inflation’s Impact

See page 22 for further information concerning the impact
of changing prices on historical cost-based financial report-
ing.

Common Stock Prices and Dividends

Quarter First  Second Third  Fourth

Fiscal 1981
Dividends per share......... $.58 $.58 $.65 $ .65
Common stock prices
High .oovvveeniiininnnes 49Y, 66%2 66%2 52V
Low coviveiniieiieiinenes 33% 447 48 38%
Fiscal 1980
Dividends per share.......... $.50 $.50 $.58 $.58
Common stock prices
High cooviiiiiiiennenee 39% 41 40% 36
LOW wevenieiiiiiiceneenes 30% 33% 3% 30

The principal market on which IMC’'s common stock is
traded is the New York Stock Exchange. Common stock
prices are from the Composite Tape for New York Stock
Exchange issues as reported in The Wall Street Journal.

As of July 31, 1981, the approximate number of registered
holders of common stock as reported by the Company’s re-
gistrar was 18,311. See “Long-Term Debt” in Notes to Con-
solidated Financial Statements for information on dividend
restrictions.

REXNORD INC (OCT)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Results of Operations

This discussion supplements the detailed information pre-
sented in the Consolidated Financial Statements and Foot-
notes which begin on page 15. In addition, reference should
be made to the Operations Review and Business Segment
information on pages 4 through 12, the Supplemental Infla-
tion Data on pages 23 and 24, and the eleven year Summary
of Operations on pages 26 and 27.

Accounting Changes

In December 1981, the Financial Accounting Standards
Board issued Statement of Financial Accounting Standards
No. 52 which changed the method of accounting for foreign
currency translation. Under this new accounting method,
most foreign currency translation gains and losses do not
affect the income statement but are classified in a separate
account in shareholders’ ownership. The 1981 financial
statements reflect this accounting change, and quarterly
earnings reported during the year have been restated. This
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change in accounting had the effect of increasing 1981 net
income by $11.1 million or $0.49 per share on a fully diluted
basis. This new method does not apply to hyper-inflationary
countries, such as Brazil, where SFAS No. 8 concepts still
apply.

Rexnord also changed its method of accounting for vaca-
-tion pay earned by employees in accordance with the re-
cently issued SFAS No. 43. The 1980 and 1979 financial
statements have been restated to record the effect of this
change, which was not material.

1981 Compared to 1980

Net sales increased four percent in 1981 to $1.130 billion
compared with $1.084 billion last year. Although sales in-
creased for all four business segments, unit volume was
slightly lower in 1981, and cost increases were only partially
absorbed by higher selling prices.

International sales, including exports, were $391 million or
35 percent of total company sales compared to $362 million
and 33 percent in 1980. The major contribution to this sales
increase came from the Process Machinery segment, be-
cause of the strong Latin American market for their product
lines.

Cost of goods sold decreased as a percent of sales from
71.9 percent to 71.4 percent in 1981. Selling, general and
administrative expenses increased from 19.9 percent of
sales in 1980 to 21.0 percent this year primarily because of
increased wage and related expenses, and higher selling
costs. Interest expense increased $2.0 million in 1981 as a
result of higher average debt.

Other income increased $4.7 million because of greater
interest income, equity income, and other miscellaneous
items. These gains were reduced by greater product line re-
location costs and a loss on the sale of the European con-
struction machinery operations. The effective income tax rate
increased from 40.0 percent to 43.7 percent in 1981, primar-
ily due to higher foreign taxes and foreign currency transla-
tion losses.

Net income for 1981 was $38.5 million or $1.81 per share
on a fully diluted basis compared to $41.5 million or $2.03 per
share last year. Return on shareholders’ equity was 9.8 per-
cent this year versus 10.9 percent in 1980.

Orders and Backlog

At the end of the first half, new orders had increased 11.8
percent over the previous year with the backlog on April 30th
at $444 million. However, the incoming order rate declined as
the domestic economy weakened in the last half of 1981. For
the entire year, new orders totaling $1.180 billion were 10.6
percent ahead of 1980 with the backlog on October 31st at
$387 million.

Backlog
Orders October 31,
1981 1980 1981 1980
(In Millions)
Power Transmission Compo-
nemtS.....oveeiiiiiinennes $ 571 $ 493 $207 $203
Specialty Fasteners.......... 147 138 45 49
Process Machinery .......... 326 312 77 89
Capital Equipment............ 136 124 58 58

$1,180 $1,067 $387 $399

1980 Compared to 1979

Net sales increased seven percent in 1980, reaching
$1.084 billion. This increase primarily reflects higher sales in
the Power Transmission Components and Process Ma-
chinery segments. These increases were partially offset by a
decline in sales for Specialty Fasteners due to difficult condi-
tions in the automotive and housing markets.

International sales improved over 1979 levels reaching
$362 million or 33 percent of total sales in 1980 compared
with $281 million and 28 percent in the previous year. Particu-
lar strength was noted in demand for components in Western
Europe and minerals mining equipment in Latin America and
South Africa.

As inflation continued at a high rate throughout the year, a
rapid increase occurred in the company’s raw material and
labor costs in all business segments. During 1980, the com-
pany elected the LIFO method of accounting for the remain-
der of domestic inventories, resulting in higher cost of sales.
Operating income declined 25 percent from the high rec-
orded in 1979, with the most significant declines occurring in
the Specialty Fasteners and Capital Equipment sectors.

Interest expense in 1980 increased 67 percent as a result
of high interest rates and higher borrowings to support work-
ing capital requirements. The effective income tax rate de-
clined from 45.7 percent in 1979 to 40.0 percent in 1980 due
to increased investment tax credits, foreign tax credits and
lower state income taxes.

Net income was $41.5 million or $2.03 per share fully di-
luted in 1980 versus $56.8 million or $2.76 per share in 1979.
The change to the LIFO method of accounting for inventories
reduced net income in 1980 by $7.2 million or $0.35 per
share on a fully diluted basis.

Liquidity and Capital Resources

Liquidity is generally defined as the ability of a company to
generate sufficient cash to meet its operating needs, repay
debt, and pay cash dividends to its shareholders. In the past
three years, the company has generated funds to support
these activities primarily from its operations and increased
long-term debt.

Rexnord has emphasized the active management of work-
ing capital required to fund growth. Programs include cen-
tralized cash management, controlled disbursement proce-
dures, strong inventory control systems, and continuing em-
phasis on receivable collections.

Working capital was $267 million in 1981, representing a
current ratio of 2.5. During the course of the year, the com-
pany used commercial paper to fund working capital re-
quirements; at year end, no commercial paper was outstand-
ing. Working capital per dollar of sales improved in 1981 and
average asset turnover declined only slightly to 1.43 from
1.45. Notes and accounts receivable levels were up at a
lesser rate than sales growth. The investment in year end
receivables represented 51.8 days of sales in 1981 com-
pared with 53.4 days in 1980. Inventories declined $27 mil-
lion during 1981 in line with the decline in orders at the end of
the year. Inventory turnover of 2.57 for 1981 compares to
2.59 in 1980.

Short term debt levels declined from a high of $51.5 million
in March to $15.1 million at fiscal year end, the lowest level in
three years. The notes payable on the balance sheet at year
end represent the short term debt of our foreign subsidiaries.
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Long term debt was 26.9 percent of total capitalization in
1981, down from the 1980 level of 29.8 percent. Current
maturities of $26.1 million will be refinanced by the issuance
of commercial paper early in fiscal 1982. The company had
domestic bank credit agreements, unused at the close of
1981, providing for borrowings of up to $75 million. In addi-
tion, foreign subsidiaries have aggregate credit facilities of
$56.5 million.

Capital expenditures totaled $59.9 million in 1981 and are
expected to approximate that amount in 1982. In addition to
expenditures for machinery and equipment, the major portion
of these funds will be used to increase manufacturing capac-
ity in selected product lines. The company expects to fund
these expenditures through internally generated funds and
commercial paper.

The impact of inflation is described in the Supplemental
Inflation Disclosure Data section. Generally, the company
strives to offset increased costs with improved productivity,
cost reduction programs, and selling price increases where
permitted.

Retained earnings were $302.7 million at the end of the
1981 fiscal year. Approximately $71.7 million of these earn-
ings were available for the declaration of dividends at Oc-
tober 31, 1981, under the provisions of the company’s debt
agreements.

For complete details on Rexnord common stock, refer to
the information on pages 20 and 28. In the second quarter of
1981, the Board of Directors increased the annual common
stock dividend rate to $1.08 per share. The quarterly dividend
of $0.27 paid on December 5, 1981, was the 370th consecu-
tive cash dividend on Rexnord common stock, with cash divi-
dends paid in each of the last 88 years.

THE SINGER COMPANY (DEC)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Results of Operations

The performance of each of the Company’s major product
areas and lines of business is summarized in Note 18 of
Notes to Financial Statements on page 49. The major factors
affecting the results of operations of each of the lines of busi-
ness for 1981 compared with 1980 are discussed in the busi-
ness section beginning with “Products and Services for Gov-
ernment” on page 8. The following comments are intended to
present an overview of the more important matters affecting
operating results.

See Note 17 titled “Supplementary Data on Changing
Prices” on page 46 for a discussion and analysis of the ef-
fects of inflation and changing prices on the results of opera-
tions.

1981 Compared with 1980

Net sales were $2,834 million in 1981 as compared with
$2,787 million in 1980. These results reflect continued growth
in the level of activity of Aerospace and Marine Systems’
operations. In addition, higher sales volumes were achieved
for consumer sewing machines and consumer durables in
the Africa, Latin America, and Far East area during the first
nine months of 1981, partially offset by reduced demand late
in the year. These increases were substantially offset by
lower volumes experienced in North America and Europe for
consumer sewing products as these operations continue to
be affected by reduced demand and the planned shift in their

distribution systems to more indirect channels. Sales of these
operations in Europe were also lower due to the impact of
currency fluctuations. Sales of Products Manufactured for the
Consumer in 1981 were essentially even with the prior year.
This Group experienced increased sales through most of the
year, but was impacted in the fourth quarter as the recession
depressed demand.

Operating income was $128 million in 1981 as compared
with $130.7 million in the prior year. Operating results were
adversely affected in 1981 primarily by the strengthening of
the U.S. dollar against normally stable currencies. The Com-
pany estimates that such foreign currency fluctuations de-
creased operating income by approximately $39 million in
1981, as compared with an estimated decrease of $1 million
in 1980. The Company’s estimates of these effects were de-
rived by translating the 1981 and 1980 operating results of its
foreign operations in the local currency into U.S. dollars at the
average exchange rates in effect during the immediately pre-
ceding year. Excluded from these estimated operating in-
come effects are nations where devaluations are reasonably
regular and predictable, as price increases have largely
offset the related exchange impact.

Operating income of Aerospace and Marine Systems was
substantially greater in 1981 due to the higher sales volume.
The Products Manufactured for the Consumer Group rec-
orded increased operating income, reflecting a higher level of
portable power tool shipments to Sears coupled with im-
proved manufacturing efficiencies at Motor Products, and
improved operating income of Controls Products whose 1980
results included the ‘adverse effect of an inventory adjust-
ment. These results were partially offset by the Furniture Di-
vision, which continued to be affected by sluggish demand
coupled with idle plant costs and inflationary cost pressures,
and by Meter Products due to lower demand by U.S. gas
utilities. Despite greater sales, the Africa, Latin America, and
Far East Consumer Sewing Products and Consumer Dura-
bles area recorded lower operating income principally due to
currency fluctuations which had a negative impact of approx-
imately $13 million. These operations were also affected by
adverse economic conditions including the influence of the
worldwide recession.

A greater operating loss was incurred in the North America
and Europe Consumer Sewing Products area resulting from
the unfavorable impact of approximately $24 million due to
the strengthening of the U.S. dollar against European curren-
cies. Excluding the impact of currency fluctuations, the effect
of the sales decline on operating income was more than
offset by a reduction in selling and administrative expenses
under a program which includes modifying the distribution
systems in North America and Europe to more indirect chan-
nels. Operating results also improved due to the absence of
losses incurred by the former Clydebank, Scotland, plant
which was closed in June, 1980. Industrial Sewing Products
recorded an operating loss in 1981, reflecting reduced de-
mand and an unfavorable product mix in the developed coun-
tries, particularly in Europe. The operating loss includes a
negative impact of approximately $2 million due to currency
fluctuations. These factors were partially offset by improved
results in the developing nations, reflecting higher industrial
sewing machine volume.

Income before tax of unconsolidated subsidiaries was
lower in 1981, largely due to the impact of higher financing
costs and local government controls on the Company’s Brazi-
lian finance subsidiary.
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Interest costs in 1981 were up substantially over 1980 due
primarily to the increased utilization of offshore borrowings
for overseas operations to realize tax benefits and reduce
foreign exchange exposure; in addition, the effective rates on
these foreign borrowings were at higher levels in 1981 com-
pared with 1980. This increase in interest costs was patrtially
offset by foreign currency adjustments related to balance
sheet translations and other factors, as well as tax benefits.
Foreign exchange adjustments increased pretax income by
$4.5 million in 1981 compared with a reduction of $11.4 mil-
lion in 1980.

Including the effect on operating income and other items,
fluctuations in normally stable foreign currencies decreased
net income by an estimated $36 million in 1981 as compared
with an increase of approximately $4 million in 1980.

Other income (expense)—other was $37.1 million in 1981
and $49.8 million in 1980. These amounts include gains on
sales of excess sewing properties of $21.4 million in 1981,
and $40.2 million in 1980, under a program largely com-
pleted. In addition, other income in 1981 includes $7.1 million
from the sale of tax benefits under provisions of the Eco-
nomic Recovery Tax Act.

The effective tax rate in 1981 was 37 percent versus 62
percent in 1980. This decline was produced by several fac-
tors including the continuing program to place debt overseas,
a substantially tax-free gain on sale of property, and the sale
of tax benefits.

The effective tax rates for 1981 and 1980 also reflect the
fact that profits earned by Singer's foreign operations are
taxed locally, while U.S. losses generate no offsetting tax
benefit. The lower 1981 rate includes the favorable impact of
improved operating performance in U.S. operations. See
Note 4 of Notes to Financial Statements for additional infor-
mation on income taxes.

1980 Compared with 1979

Net sales in 1980 were $2,787 million, an increase of $189
million, or 7 percent, from 1979, reflecting the strong perfor-
mances of Products and Services for Government, Con-
sumer Sewing Products and Consumer Durables in the Af-
rica, Latin America, and Far East area, and Meter Products.
In addition, sales were favorably affected by additional selling
days in fiscal 1980. Sales increased in Products and Services
for Government due to a higher level of activity in all Aeros-
pace and Marine Systems divisions and higher sales in Edu-
cation as a result of higher billings under Job Corps contracts
along with increased shipments of audiovisual equipment
and educational material. Consumer Sewing Products and
Consumer Durables sales volume in the Africa, Latin
America, and Far East area increased, reflecting continued
strong consumer demand for these products. Sales of Meter
Products increased as compared with the prior year, reflect-
ing continued strong demand by U.S. gas utilities. Sales of
Consumer Sewing Products in North America and Europe
decreased due to the accelerated reduction in sewing ma-
chine units sold in these mature markets, further aggravated
by the impact of reduced consumer spending in the United
States and Europe.

Operating income increased $4 million, or 3 percent, to
$130.7 million due principally to the higher sales volume of
Aerospace and Marine Systems, the reduction of certain un-
usual program development costs at the Link Flight Simula-
tion Division, and higher operating income in the Consumer
Sewing Products and Consumer Durables businesses in the

Africa, Latin America, and Far East area, reflecting the higher
level of sales. The Meter Division recorded greater operating
income resulting from continued higher sales volume, and a
lower relative increase in selling and administrative expenses
as compared with the increase in volume. Industrial Sewing
Products registered operating income in 1980 as compared
with an operating loss in the prior year, principally due to
lower manufacturing costs as a result of the phaseout of
industrial sewing machine manufacturing operations at the
Clydebank, Scotland, plant during the latter ;part of 1979,
coupled with procurement of product from thé Far East. Im-
provements in U.S. marketing operations also contributed to
the improved performance of Industrial Sewing Products.
Operating income in Air Conditioning and Heating Equipment
increased as a result of reduced selling and administrative
expenses and the absence of inefficiencies related to a 1979
strike at a major facility.

These increases in operating income were partially offset
by the decline in operating income of the Furniture Division
due to reduced consumer spending for durables coupled with
increased selling and administrative expenses and higher
production costs. Higher production costs also accounted for
the lower operating income performance of Motor Products.
Controls Products’ operating income was lower due to sharp
declines in its principal customers’ markets, the automotive
and appliance industries, along with higher product costs,
and the adverse effects of an inventory adjustment. Greater
operating losses were recorded by North America and
Europe Consumer Sewing Products, reflecting the expected
costs of manufacturing inefficiencies and planned expenses
relating to changes to the distribution system, both of which
are associated with the program that includes a substantial
restructuring of sewing machine operations in North America
and Europe. These costs and expenses totaled approxi-
mately $19 million during 1980. The adverse effects of the
volume decline on operating results were offset by an even
larger reduction in selling and administrative expenses.

Income before tax of unconsolidated subsidiaries de-
creased by $4.4 million in 1980 as compared with 1979
mainly due to lower volume at the Company’s Brazilian fi-
nance company resulting from local government restrictions
on finance companies.

The provision for facility restructuring was established as of
September 30, 1979, in the amount of $130 million ($124
million after tax), to cover certain costs and expenses as-
sociated with the restructuring of the Company’s sewing ma-
chine manufacturing operations in North America and
Europe. See Note 3 of Notes to Financial Statements.

Interest expense increased $17.2 million in 1980 as com-
pared with 1979 as a result of higher interest rates and an
increase in facility fees resulting from the larger credit facility
available to the Company pursuant to its 1979 Revolving
Credit Agreement.

Foreign exchange adjustments reduced pretax income by
$11.4 million in 1980 as compared with a reduction of $25.1
million in 1979, primarily reflecting a strengthening of the U.S.
dollar against certain European currencies and a lower de-
valuation rate in Brazil.

Other income (expense)—other increased $38 million in
1980 compared with 1979 principally due to gains on sales of
certain excess real property. The property sales, which were
primarily in Europe, resulted in a pretax gain of $40.2 million
and were part of a Company program to sell excess property
of a non-strategic nature.
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The Company'’s effective tax rate was 62 percent for 1980.
This rate primarily reflects the Company’s inability to tax ef-
fect losses in the United States and certain other countries,
partially offset by gains on real property sales which were
either taxed at significantly lower rates or were offset by
operating losses. See Note 4 of Notes to Financial
Statements for additional information on income taxes.

Financial Condition

1981

During 1981, funds used for capital expenditures, and divi-
dends and other items, exceeded funds provided from opera-
tions and proceeds from dispositionsof excess property,
plant, and equipment. As a result, additional borrowings were
necessary. A major element of the capital expenditures and
the increase in debt originated from a $26 million capitalized
lease obligation for the new headquarters office building. The
proceeds from sales of excess properties resulted from a
program now largely completed.

Accounts receivable increased in 1981 because of ex-
panded volumes of sales in Products and Services for Gov-
ernment and in Consumer Sewing Products and Consumer
Durables in the Africa, Latin America, and Far East aarea.
These increases were partially offset by a decrease in re-
ceivables for Sewing Products operations in Europe, result-
ing from reduced sales volume and the effects of foreign
currency translation. Receivables were slightly lower in the

. Products Manufactured for the Consumer area due to re-
duced fourth quarter sales.

Inventory decreased from the prior year, reflecting effective
management of the balance sheet. Inventory levels were
substantially lower in the North America and Europe Sewing
Products area in line with the lower level of sales coupled
with a higher proportion of dealer sales and fewer models
resulting from the program to restructure these operations.
Inventory levels were essentially unchanged despite sub-
stantially greater sales in the Products and Services for Gov-
ernment area owing to a higher proportion of percentage of
completion contract sales in 1981. Inventory increased in
proportion to sales volumes in Consumer Sewing Products
and Consumer Durables in the Africa, Latin America, and Far
East area.

Notes and loans payable increased in the Africa, Latin
America, and Far East area to finance the expanded dimen-
sions of these operations. In the United States, notes and
loans payable increased primarily because of required fund-
ing of expenditures associated with the program to restruc-
ture sewing operations. These increases were offset to some
extent in the European Sewing Products area where notes
and loans payable were reduced due to lower inventory and
receivables levels, and proceeds from property sales. Taxes
payable were reduced due to lower effective tax rates and
pretax income.

1980

In 1980, funds provided by the sale of excess property,
plant, and equipment, by operations, and by a decrease in
investments were more than sufficient to fund additions to
property, plant, and equipment, net reductions in long-term
debt, and dividend payments. However, additional short-term
borrowings were necessary to support increases in accounts
receivable and inventories.

Accounts receivable levels increased in 1980 because of
increased sales volumes in Consumer Sewing Products and
Consumer Durables in the Africa, Latin America, and Far

East area and in Products and Services for Government.
Inventories also increased in these businesses as higher
stocks were required to meet the expanding dimensions of
their operations. Increased sales volumes in the Meter Prod-
ucts Division also required the maintenance of higher inven-
tory levels. These inventory increases were partly offset by
lower balances in the North America and Europe Consumer
Sewing Products area, Controls Products, and in Air Condi-
tioning and Heating Equipment, reflecting reduced sales vol-
umes in those product areas. Cash and cash equivalents
decreased due to a lower level of cash in transit. Taxes pay-
able increased in 1980 because of the increased level of
earnings in the Company’s foreign operations.

Liquidity and Capital Resources

Itis the Company’s policy to maintain accounts receivables
and inventories at minimum levels necessary for its diver-
sified operations. Non-productive current assets such as
cash and trade receivables which yield little or no interest
income are held to a minimum owing to the current high cost
of funding.

The Company’'s current assets have consistently repre-
sented over two-thirds of total assets. This allows effective
balance sheet management to provide a high level of operat-
ing liquidity. Products and Services for Government has a
particularly high turnover rate for inventory because of long-
term contracts which require progress payments by custom-
ers on a percentage of completion basis. These operations
also receive advance payments on certain contracts which
reduce the related financing requirements. Inventory levels
and receivables are high in the Africa, Latin America, and Far
East area because the Company'’s operations are dependent
upon extensive distribution networks and the willingness to
extend instalment credit.

The Company maintains a number of contractual relation-
ships with its lenders which enable it to draw cash as neces-
sary to meet short-term liquidity requirements. The principal
current domestic source is the 1979 Revolving Credit
Agreement, as amended, which extends through 1987. See
Note 11 of Notes to Financial Statements—Long-Term Debt
for a discussion of this Revolving Credit Agreement. This
flexible access to funds enables the Company to take advan-
tage of a variety of financing sources. Because of this, work-
ing capital tends to understate the Company’s liquidity posi-
tion.

The Company has recently maintained a continuing capital
expenditure program of over $60 million per year in various
areas of its operations. Current examples of these include
facility expansions in Aerospace and Marine Systems, a cen-
tralized wood kiln and mill for Furniture operations, and ex-
pansion of household sewing machine manufacturing capac-
ity in Taiwan. The Company expects to arrange additional
borrowing facilities over the next few years in order to ensure
the viability of this program. Except as described in Note 12
of Notes to Financial Statements, the Company did not have
any material commitments for capital expenditures at De-
cember 31, 1981.
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U AND | INCORPORATED (FEB)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

U and I Incorporated

The nature of the company’s operations changed to such
an extent during the past five years that an analysis for the
past two fiscal years does not result in meaningful compari-
son to the preceding three years. During the fiscal year
ended February 28, 1979, and the two years immediately
preceding that, the company’s major business was beet
sugar processing. Farming and potato processing occupied a
minor role. During the fiscal years ended February 29, 1980,
and February 28, 1981, integrated farming and processing
operations constituted the major business of U and I. There-
fore, the comparisons below refer only to the continuing op-
erations.

Results of Operations

Net sales from continuing operations for the 1981 year
increased 24 percent over 1980 and 36 percent over 1979.
Of these increases, approximately 60 percent is attributed to
the warehousing and distribution segment. Revenues gener-
ated by this segment are directly affected by the price of
refined sugar.

Net sales from farming and related processing for the 1981
year increased 13.5 percent over 1980 and 21 percent over
1979. These increases are primarily attributable to the vol-
ume of frozen french fries produced and sold over the three-
year period. The weighted average unit sales price received
by the company remained constant for the 1979 and 1980
years and increased approximately 3 percent in 1981. In
addition, the company began production of large quantities of
feed corn in 1980 and doubled that production in 1981. Prices
for corn varied depending upon market conditions, but on
average were higher in 1981 than 1980. During 1980, the
company entered the fresh pack potato market and con-
tinued to develop this market during 1981. This product line
has not had a significant effect on the increases noted for
1981.

Costs of potato production have increased over the three-
year period due in general to overall inflation, specifically as
reflected in the costs of materials, energy, labor and fertilizer.

Increased interest expense incurred by the company dur-
ing 1981 reflects higher market interest rates as well as inter-
est costs associated with increased short-term borrowings
during the year. Increased interest expense in 1980 com-
pared to 1979 is due to the inclusion in continuing operations
in 1980 of all long-term debt and related interest expense.

Net earnings for the year ended February 28, 1981, include
a net gain on the sale of farm real estate amounting to ap-
proximately $4,600,000.

Liquidity and Sources of Capital

The major source of the company’s liquidity has been the
disposal of assets. Cash generated from sale of discontinued
assets amounted to $6,582,000 in 1981 and $7,070,000 in
1980, respectively. Proceeds from the sale of farm real estate
in 1981 amounted to $7,100,000.

The company’s operating cycle is closely related to its crop
year for its primary crops of potatoes and corn. Accordingly,
short-term operating capital needs included the carrying of
inventory and receivables over this length of time. Short-term
debt is used to finance the operating cycle of the company.

As the company has increased the amount of acreage under
cultivation and expanded its production, there has been need
to increase the level for short-term debt, which in conjunction
with the company’s capital expenditure program has resulted
in a reduction of working capital over the past two years.

In conjunction with the change of operating focus into inte-
grated farming and processing activities, the company has
been developing its farming properties, by increasing the
amount of acreage under cultivation and providing additional
irrigation and potato storage capacity as well as new corn
drying and storage facilities.

Capital expenditures on these items during 1981 totaled
$20,410,000 and $14,706,000 in 1980. It is anticipated that
the expansion and development program will continue in the
future, but at a reduced rate of annual capital expenditure as
compared with the past two years. It is also expected that
financing for this continued development will come from im-
proved operating profitability as well as some additional
long-term debt or equity capital. The company has a high
degree of flexibility in both short-term and long-term debt
financing from both public and private sources.

The general policy of the company is to match long-term
needs with long-term sources of funds. It is this policy which
has enabled the company to make the major change in busi-
ness focus over the past three years without restructuring its
long-term debt or renegotiating its loan covenants.

BAIRD CORPORATION (SEP)

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
OPERATIONS

Sales in 1981 were 21% higher than 1980 and marked the
11th consecutive year of increased sales.

Analytical instrument sales—Analytical instrument sales
increased 26% in 1981 vs. 1980 largely as a result of the
August 1980 acquisition of Labtest, a California-based manu-
facturer of optical emission spectrometers. Sales in 1980
were 19% higher than 1979, due principally to increased de-
mand from international markets.

Optical systems sales—Foreign sales of night drivers’
viewers accounted for a major portion of the 25% increase in
1981 sales vs. 1980 in the Optical Systems segment. There
was no significant change in sales between 1980 and 1979.

Nuclear medicine sales—Sales of the System Seventy-
Seven Gamma Camera for nuclear cardiology diagnostics
were 10% lower in 1981 vs. 1980. The principal reason for
this drop in sales was the transition that took place during the
year from a sales representative arrangement through
another company to a direct organization for handling sales
and marketing. Sales increased from 1979 to 1980 mainly
because nuclear cardiology gained wider acceptance from
the medical community as a useful diagnostic technique and,
in particular, recognition of the advantages of the company’'s
System Seventy-Seven Gamma Camera.

Cost of sales—As a percentage of revenue, cost of sales
decreased 1.7% in 1981 versus 1980. This decrease resulted
principally from price increases as well as production ef-
ficiencies. Cost of sales increased in 1980 by 0.6% vs. 1979,
due to inflationary cost increases not completely offset by
price increases.
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Selling, general and administrative expenses—Selling
and administrative expenses increased 2.6% as a percent-
age of sales in 1981 vs. 1980. This increase resulted princi-
pally from the inclusion of Labtest, acquired August 1980, for
the full year 1981 versus only six weeks in 1980, and an
expansion of the sales and marketing organization in connec-
tion with the Company'’s entry into the plasma spectrometer
segment of the analytical instrument market.

Selling and marketing expenses increased in 1980 vs.
1979 due largely to costs associated with the development of
new international markets and marketing support for the
plasma spectrometers.

Foreign exchange—General and administrative expense
for 1981 includes foreign exchange losses of $276,000, and
translation losses of $183,000, for a combined total loss of
$459,000. These losses resulted primarily from the
strengthening of the U.S. dollar vs. the English pound sterl-
ing, Dutch guilder and German mark, the currencies of our
foreign subsidiaries. During 1981, the Company stepped up
its borrowings in certain of these currencies to partially hedge
against currency fluctuations, but was unable to avoid com-
pletely the adverse impact of the greatly strengthened U.S.
dollar. ~

In 1980, combined foreign exchange transactions and
translation adjustments resulted in a gain of $58,000.

Research and development—R&D expenses increased
sharply in 1981—up 66% from the prior year. The increase in
expenses was directed mainly toward the development of
new analytical instruments, particularly the Plasma/AFS
spectrometer for the simultaneous, multi-element analysis of
trace elements in liquid samples. 1980 R&D expenses in-
creased 15% over the prior year, an increase also devoted
largely to plasma spectrometers.

Interest expense—The public sale of 600,000 shares of
Common Stock in November 1980 generated proceeds of
$7,625,000, net of expenses, a portion of which was used to
repay certain loans and for general working capital purposes;
the remainder was placed in short-term investments.

Interest income, mainly from investments, was $541,000 in
1981, compared with $68,000 in 1980.

Interest expense in 1981 was $765,000 vs. $858,000 in
1980, due mainly to reduced borrowings.

Interest expense, net of interest income, in 1981 and 1980
was $225,000 and $790,000, respectively, a 72% decrease.
In 1980, net interest expense decreased 21% over 1979.

Income taxes—in 1981, the effective tax rate was 38.8%
compared with 30.4% in 1980. In both years the tax rate was
below the statutory rate of 46% due mainly to the availability
of Federal DISC tax credits, investment tax credits, job tax
credits, the new R&D tax credit in 1981, and retroactive DISC
credits in 1980.

Net income—Net income decreased 14 percent in 1981
vs. 1980 and increased 26 percent in 1980 vs. 1979 due to
the combined effect of all of the above factors.

Capital resources and liquidity—The liquidity of the Com-
pany was greatly enhanced in 1981 by the sale of 600,000
shares of the Company’s Common Stock on November 26,
1980 pursuant to a public offering. Net proceeds of
$7,625,000 were used to repay certain floating rates debts
and to augment the general funds of the Company.

In addition, funds derived from operations (exclusive of
non-cash expenses) totaled $1,862,000 in 1981 compared
with $1,964,000 in 1980.

Working capital increased by $6,723,000 in 1981 and the
current ratio as of September 30, 1981 improved to 3.1 from
2.0 a year earlier, largely a result of the sale of stock in
November 1980.

During 1981, there was a net decrease in long-term debt of
$1,449,000 resulting from repayment of floating rate loans
and scheduled repayments of mortgage loans, offset by a
new mortgage loan for the purchase of a plant in The Nether-
lands.

Capital expenditures, net of minor disposals, were
$1,278,000 in 1981. Principal expenditures included the pur-
chase of new premises of our subsidiary in The Netherlands,
investments in machinery and tooling for our manufacturing
operations, and computers and peripheral equipment for
R&D activities.

The Company’s cash position as of September 30, 1981
includes $2,200,000 of short-term investments, representing
funds remaining from the November 1980 sale of stock.

Combined cash and equivalents, together with available
debt facilities are, in the opinion of Management, adequate to
finance the present day-to-day working capital needs of the
Company.

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. SFAS No. 14 describes the in-
formation to be presented and the formats for presenting
such information. Statement of Financial Accounting Stan-
dards No. 21, issued in April 1978, amends SFAS No. 14 by
stating that the requirements of SFAS No. 714 do not apply to
nonpublic enterprises.

Table 1-3 shows the type of segment information most
frequently presented as an integral part of the 1981 financial
statements of the survey companies.

TABLE 1-3: SEGMENT INFORMATION

Number of Companies
1981 1980 1979 1978
Industry segments

Revenue .................. 457 458 457 445
Operating income or loss 400 405 410 397
Identifiable assefs......... 450 454 452 444
Depreciation expense .... 448 449 450 439
Capital expenditures...... 44 442 443 432
Geographic areas
Revenue .................. m 206 210 205
Operating income or loss 162 172 174 168
Identifiable assets......... 202 215 214 205
Depreciation expense .... 15 21 20 24
Capital expenditures...... 19 21 22 26
Export sales.................. 123 109 88 101
Sales to major customers ... 113 102 85 85
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Industry Segments

COLLINS & AIKMAN CORPORATION (FEB)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8: Business Segments

The Company operates in three business segments, non-
fabricated textile products (i.e., requiring further processing
before use),fabricated textile products and wallcoverings.
Certain information for each segment with respect to opera-
tions and related assets employed is contained in the follow-
ing table. The Company derived 21% in 1981, 24% in 1980,
and 26% in 1979 of consolidated revenues (included in the
textile segments) from sales to the transportation industry, a
substantial part of which represents sales to the three largest
U.S. automotive manufacturers, one of which accounted for
more than 10% of revenues in each year.

1981 Fabricated
Operations:
Net Sales ....oveneieiiiiiiii e $205,235
Operating iNCOME ..........ceveuiineenennienienninnanin 18,266
General corporate eXpenses.........c...coeeverenennnen.
Interest .....oiiiiii
Income before taxes.............oociiiiiiiiiiiiiiininn..
Assets employed at year-end............c.ccooeveiininnine. $102,031
Capital expenditures.............cccvvveveiniiiiininnaninn. $ 5,126
Depreciation ........cccoeieeniriniiireiiieriieeee e eeaaans $ 4,515
1980
Operations:
Net sales ....ooovveiiniiiiiiiiiiiiinas $190,929
Operating iNCOME «.....vvvrereneneeiarereeeecneneneaennnns 17,133
General corporate eXpenses..............cceeeuvennennes
Interest ....oiiniiii e
Income before taxes.........cccoeeeviiiiiiiiiiiiiininne,
Assets employed at year-end...............ccceiininniiinn. $ 90,701
Capital expenditures..........c..coevveneniiiinieninnininninee $ 6,296
Depreciation ..........coeeveeeiiiiiiiiiiiii e $ 4,283
1979
Operations:
Net Sales ..ouvenreniiiiiiiee e $176,99
Operating iNCOME ........cceuienimiienieiiiiiiniinenns 14,508
General corporate eXpenses..........ccoeevreenennnennns
Interest ....cooovininiiii
Income before taxes..........c..oooiiiiiiiiiiiine,
Assets empl%yed at year-end.........ooveniiniininiininnn, $ 85,713
Capital expenditures............cccovevenieiiiiiiineninienns $ 9.749
Depreciation ......ccvvriiiiiiiiiiiiiie e $ 4,140

*Intersegment sales of non-fabricated textile products.

Textiles

Non-Fabricated

$306,572
9,413

$174,331
$ 8,076
$ 8,056

$327,100
13,555

$177,417
$ 8813
$ 7,658

$330,919
30,002

$168,874
$ 11,428
$ 7170

Wallcoverings

$102,215
9,638

$ 75,657
$ 3,423
$ 2,189

$ 91,059
8,805

$ 72,187
$ 5,361
$ 1,754

$ 78,754
10,115

$ 53,852
$ 2,304
$ 1,541

Eliminations*

$(10,110)
Al

$

(173)

$( 9,546)

$

73

(102)

$(10,182)
80

$

(176)

Consolidated

$603,912
37,388
6,461
4,919
26,008
$351,846
$ 16,625
$ 14,760

$599,542
39,566
5,850
4,662
29,054
$340,203
$ 20,470
$ 13,695

$576,482
54,705
6,453
2,998
45,254
$308,263
$ 23,481
$ 12,851



Segment Information 21

COMMERCIAL METALS COMPANY (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note O: Business Segments

The Company has identified its principal business seg-
ments as shown in the table on next page. It should be rec-
ognized that there exist certain interdependencies and over-
laps among the Company’s operating units, particularly as to
the sharing of marketing information and business expertise

Marketing of
primary and
secondary metals,
($000s) virgin raw Secondary
materials, and metals
1981 fuels processing
Revenues—undffiliated customers ..... $861,228 $170,421
Intersegment revenues .................. 11,201 3,968
Total revenues.............ccvven... $872,429 $174,389
Operating profit (loss)................... $(1,360) $ 886
General corporate expenses............
Interest expense..............coeeeunnnn
Earnings before income taxes .......
Depreciation .............cceevninennn.. $ 191 § 2,631
Capital expenditures..................... $ 879 $ 4,787
Identifiable assets........................ $ 74,839 $ 41,535
Corporate assets.............ccceuuvnen..
Total assets .........ccceveeeinennnn..
1980
Revenues—unaffiliated customers ..... $748,595 $228,722
Intersegment revenues .................. 8,787 5,044
Total revenues........................ $757,382 $233,766
Operating profit...........coooevveinnn. $ 15,260 $ 5,937

General corporate expenses............
Interest expense.........covvvevninnennns
Earnings before income taxes .......

Depreciation ..........cccceeeeniinnennnns $ 155 $ 2,552
Capital expenditures.......... veearereees $ 338 $ 4,467
Identifiable assets.............c.cccunen.. $ 78,041 $ 39,917

Corporate assets...........ceevvuenennn..
Total assets ........coeueeeeniinennene.

1979
Revenues—unaffiliated customers ..... $654,015 $213,931
Intersegment revenues .................. 12,979 5,436
Total revenues..........cceeuvvnene.n. $666,994 $219,367
Operating profit...........ccooveveenenne. $ 9,414 $ 10,420

General corporate expenses............
Interest expense........c.cvevvvenennnn.

Earnings before income taxes .......

Depreciation ........cccceveeeivnrenennnes $ 120 $ 2,165
Capital expenditures..................... $ 250 $ 3,408
Identifiable assets..........cccoveenininns $ 70,356 $ 45,074

Corporate assets.............oeeuevunenns
Total assers .......uvvvueeeeeeereennnns

related to products and customers. The extent of such ac-
tivities is not reasonably quantifiable or measurable. Accord-
ingly, the information provided may not be indicative of the
financial results of the segments if they were independent
organizations.

Intersegment sales generally are priced at prevailing
market prices. Certain corporate administrative expenses
have been allocated to segments based upon the nature of
the expense.

Semi- Steel Adjustments
finished mfg. and Copper and
metals fabrication tube mfg. Other eliminations Consolidated
$120,471 $152,752 $20,842 $13,164 $ — $1,338,878
— 118 2,491 135 (17,913) —
$120,471 $152,870 $23,333 $13,299 $(17,913) $1,338,878
$ 6,560 $ 13,718 $ 788 $ 2,331 $ — $ 22,923
(2,812)
(2,666)
$ 17,445
$ 15 $ 2926 $ 252 $ 255 $ — $ 6,270
$ 4 $ 13,425 $ 704 $ 171§ — $ 20,007
$ 43,684 $ 63,434 $ 7,158 $ 6,981 $ — $ 237,631
3,195
$ 240,826
$108,667 $144,177 $22,452 $15,385 $ — $1,267,998
— — 2,815 179 (16,825) —
$108,667 $144,177 $25,267 $15,564 $(16,825) $1,267,998
$ 2359 $ 14573 $ 651 $ 2,700 $ — ¢ 41,480
(2,685)
(5,177)
$ 33,618
$ 14 $ 2757 $ 252 $ 279 § — $ 6,009
$ 26 $ 3,883 $ 35 §$ 642 % — $ 975
$ 28949 $ 46,442 $ 6,158 $ 8,286 $ — $ 207,793
11,71
$ 219,504
$1,145,779

$111,409 $133,050 $23,39%6 $ 9,978 $

$

$
$
$

— 3,005 543 (21,963) —

$111,409 $133,050 $26,401 $10,521 $(21,963) $1,145,779
1,299 $ 11,592 $1,667 $1,95 $ — $ 36357
(1,452)

(6,188)

$ 28,717

8$ 2742 $ 200 $ 2108 — § 5505

4% 280 $ 344 $ 206 $ — $ 7,052
35319 $52,778 $ 6574 $6319 $ — $ 216,420
8,197

$ 224,617
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Summarized data for the Company’s foreign operations
(principally Europe) is as follows ($000s omitted):

1981 1980 1979
Revenves—unaffiliated customers $343,208 $436,821 $300,685

Intersegment revenues............ 169 725 616

Total revenues.................. $343,377 $437,546 $301,301
Operating profit (loss)............. $( 1,316) $ 10,500 $ 4,524
Identifiable assefs.................. $ 37,819 $ 36,537 $ 30,278

Domestic export sales aggregated $273,954,000,
$202,207,000, and $187,210,000 in 1981, 1980, and 1979,
respectively. Of these amounts, $82,446,000, $106,391,000,
and $90,304,000 were sold to the Far East in 1981, 1980,
and 1979, respectively. Sales to Europe in 1981, 1980, and
1979 were $145,328,000, $58,248,000, and $56,212,000,
respectively.

During 1980, sales to one unaffiliated customer aggre-
gated approximately 16% of net sales. Purchases from one
unaffiliated vendor aggregated approximately 17% of cost of
goods sold. Activity with this customer and this vendor is
included in the segment titled “Marketing of primary and sec-
ondary metals, virgin raw materials, and fuels.”

JOSLYN MFG. AND SUPPLY CO. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 11: Segment of Business Reporting:

The operations of the Company are divided into the follow--
ing business segments for financial reporting purposes:

Conductor Support: Construction and maintenance mate-
rials are designed and produced principally for electric power
distribution and transmission lines and for overhead tele-
phone communication lines and cable television. These ma-
terials include metal hardware, earth anchors, and other
products. In addition, the Company sells complementary
goods produced by other manufacturers. Hot dipped custom
job galvanizing is also performed for customers.

Protective Equipment: Electric power and electronic pro-
tection equipment and switchgear are designed and pro-
duced for use by the electric utilities and the telecommunica-
tions, aircraft and defense industries. These products include
power surge arresters, communication transient suppression
devices, electric power switching and interrupting systems
and power insulating and terminating devices.

Financial information by business segment is as follows for
the years ended December 31, 1981, 1980 and 1979: (dol-
lars in thousands)

Income
Inter- Net From Identi- Capital
Total Segment Customer Business fiable Depreci- Expend-
Sales Sales Sales Segments Assets ation itures
1981
Conductor Support ........... $ 87,589 $ 3,047 $ 84,542 $10,338 $ 44,025 $1,217 $3,528
Protective Equipment ........ 64,845 955 63,890 14,748 34,124 982 826
General Corporate............ — — — — 74,151 67 33
Eliminations .................. (4,002) (4,002) — — — — —
Consolidated ................. $148,432 $ — $148,432 $25,086 $152,300 $2,266 $4,387
1980
Conductor Support ........... $ 87,521 $ 3,484 $ 84,037 $ 6,846 $ 41,364 $1,123 $3,890
Protective Equipment ........ 60,247 1,071 59,176 10,157 33,015 879 1,319
All Other.......cccccoveunenne. 630 — 630 104 — 13 —_
General Corporate............ — — — — 33,732 27 855
Eliminations .................. (4,555) (4,555) — — — — —
Consolidated ................. $143,843 $ — $143,843 $17,107 $108,111 $2,042 $6,064
1979
Conductor Support ........... $ 95,137 $ 1,690 $ 93,447 $ 6,599 $ 53,187 $1,077 $2,667
Protective Equipment ........ 49,839 1,256 48,583 9,384 31,882 732 1,972
All Other........ccccceuueen... 2,298 — 2,298 (203) 2,087 65 42
General Corporate............ — — — — 8,448 23 1,308
Eliminations .................. (2,946) (2,946) — — — — —
Consolidated ................. $144,328 $ — $144,328 $15,780 $ 95,604 $1,897 $5,989

Intersegment sales are priced at manufacturing cost plus
allowances for expenses and a normal profit. General corpo-
rate assets are principally cash, investments, prepaid ex-
penses and land.

Approximately 10% of the Company’s consolidated sales
are to AT&T companies. These sales are from both the Con-
ductor Support and Protective Equipment segments. Foreign
operations of the Company, which are not material, are lo-
cated in Canada and primarily serve markets in that country.
Export sales of the parent Company and its subsidiaries are
not material.
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NATIONAL SERVICE INDUSTRIES, INC. (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8: Business Segment Information

Sales and Service

Revenues
1981
Lighting Equipment................c..eeenee.. $263,433
Linen and Industrial Uniform Service....... 213,280
Chemical .....cooviniiiii 123,856
Insulation Service.......coevvvivreneninenen.. 63,728
Other c.eeiniee e 189,139
853,436
Corporate™ ......ccovveinrineennieneninnnes
Interest EXpense .........cc.coveueennennnnnn.
Total .ovneniiie s $853,436
1980
Lighting Equipment.............cccvvuennennn. $236,730
Linen and Industrial Uniform Service....... 195,994
Chemical .........ovvvvniiiiiiiiiiina 111,635
Insulation Service..........covvvrneninninnnn, 55,572
Other ..o 195,792
795,723
Corporate™ .......cccveiveviirneenieeannnnenes
Interest Expense ........c.ccoevevenenenennn.
Total oeeeeneninin i $795,723
1979
Lighting Equipment................c.ccccvveee.. $196,243
Linen and Industrial Uniform Service....... 182,688
Chemical ....coovvniviiieiiiiieiienns 100,878
Insulation Service.......ccovviviieinninnnn... 52,259
Other ..oeviiiiiiiiiic e 176,079
708,147
Corporate™ ......ccevvenirninieriiicinninnen,
Interest Expense ........c.coceevinvenennnenn.
L (| U $708,147

*Corporate expenses are net of income on short-term investments.

A.C. NIELSEN COMPANY (AUG)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 7: Business Segment Information

The Company’s principal business is the marketing of a
broad and diversified line of services to the international bus-
iness community. For the purposes of reporting in accor-
dance with Financial Accounting Standards Board Statement
No. 14, the Company’s services have been classified into the
following business segments:

Research Services—Included in this segment are the
Marketing Research Group, the Media Research Group,
Coordinated Management Systems, Inc., Dataquest Incorpo-
rated, Compucon, Inc. and Product Recovery Services, In-
corporated.

Clearing House Services—Included in this segment are
the various services offered by the Nielsen Clearing House
Group.

Depreciation and

Operating Identifiable Amortization Capital
Profit (Loss) Assets Expense Expenditures
(In thousands)
$26,580 $122,754 $ 4,188 $ 6,484
25,674 126,280 5,375 12,087
17,260 41,808 786 680
2,894 19,292 435 942
8,985 89,925 10,982 10,085
81,393 400,059 21,766 30,278
2,333 4,303 43 313
(940)
$82,786 $404,362 $21,809 $30,591
$24,474 $103,661 $ 3,432 $ 8,216
23,143 111,220 4,630 9,425
15,740 38,032 732 999
3,035 14,504 401 1,311
16,632 98,642 9,333 10,398
83,024 366,059 18,528 30,349
(1,387) 1,939 39 36
(1,083)
$80,554 $367,998 $18,567 $30,385
$21,159 $ 88,674 $ 2,584 $ 6,819
22,476 102,364 4,658 7,242
14,167 34,651 641 1,51
2,874 12,489 331 630
13,475 98,689 7,105 12,769
74,151 336,867 15,319 28,971
(1,668) 1,205 43 18
(810)
$71,673 $338,072 $15,362 $28,989

Petroleum Information Services—Included in this segment
are the various services offered by Petroleum Information
Corporation.

Other Services—Included in this segment are the Neodata
Services Group, Compumark, Inc., and Pharos International,
Inc.

In the following table, sales of services represent only
sales to clients as presented in the Company’s consolidated
statements of income and retained earnings; intersegment
sales are not significant. Unallocated interest income
($1,148,000 in 1981, $428,000 in 1980 and $1,105,000 in
1979) and interest expense ($3,540,000 in 1981, $1,549,000
in 1980 and $352,000 in 1979) are included in general corpo-
rate expenses, net. Corporate assets are principally cash,
marketable securites, and properties.



24 Section 1: General

Intercompany interest expense has been imputed on funds
advanced to the Clearing House Group to reflect the capital
intensive nature of this business and the cost of capital in-
curred by this business segment. Interest was imputed based
upon a formula which reflected the estimated interest costs of
this group as if it were a separate entity relying on outside
sources to finance its operation.

FISCAL YEAR ENDED AUGUST 31, 1981
(Thousands of dollars)

Research
Services
Sales of SErvICeS.......veveuviiiuriiiniieiiiiiiiiiiaen, $400,400
Operating income before interest income and expense, in-
come taxes, general corporate expenses, net, and loss on
translation and exchange ..............cooeiiiiiinininn, $ 56,738
Interest expense:
Intercompany .........coeeiiiiiiiiiiii
Other e (1,037)
Interest iNCOME ....vvvieniniininiiiiiieiiiiieenee, 2,508
Earnings before income taxes, general corporate expenses,
net, and loss on translation and exchange................. $ 58,209
General corporate expenses, net ............ccoeviiinininnn.
Loss on translation and exchange .............ccceevieneninen,
Earnings before income taxes ...........cccveuvenieniieuieninns
Identifiable assets...........cccoeiiiiiiiiiiiiin $169,409
Corporate asSets.........coeevniiiiiiiiiiiiiiiininiiiinas
Depreciation eXpense ...........ccocoveneniuiinrinenreciniarenen. $ 11,196
Corporate depreciation eXpense...........c.coceueevenennens
Capital expenditures............ccevvvviniiiivuiiereniaeinnnnns $ 24,969
Corporate capital expenditures..............covevvnniennnnns
FISCAL YEAR ENDED AUGUST 31, 1980
(Thousands of dollars)
Research
Services
Sales of SErvices.........coveuviniiiiiiiiiiiiiiiii, $347,995
Operating income before interest income and expense, in-
come taxes, general corporate expenses, net, and gain on
translation and exchange ..........cccocevvvreiencinienennnes $ 47,368
Interest expense:
Intercompany .........ccoociiiiiiiiiiiiiii
Other ..oueeiii (1,096)
Interest INCOME ...ocevevvnniiiiiiiiiiiiii e, 2,444
Earnings before income taxes, general corporate expenses,
net, and gain on translation and exchange................. $ 48,716
General corporate expenses, Net ..........c.cocvenvenininnns
Gain on translation and exchange...........ccoeeeueneinennnn.
Earnings before income taxes ...........ccccocvuuivniuninnnnne.
Identifiable asSets......ccc.vveriiiiniiiiiiiiiiii $143,410
Corporate assets........ecvuvrreierniniiirarniniiiieieiennes
Depreciation eXPense ...........ceeeevnivneenieeeeneenieneennns $ 9,586
Corporate depreciation eXpense...........cc..eeevenvnienene
Capital expenditures.........c.cceeveveiiiniieniiiinniiininen.. $ 23,683
Corporate capital expenditures ...........ccveveinvinnnnnns

Clearing
House
Services

$ 68,101
$ 16,729
(301)

63

$ 3,667

$130,090

$ 1,215

$ 2,806

Clearing
House
Services

$ 54,603
$ 14,212
(8,393)

(154)
23

$ 5,688

$110,639

$ 895

$ 2,546

Petroleum
Information
Services

$71,693
$15,347
(12,824)

(54)
193

$15,486

$49,692

$ 1,172

$12,529

Petroleum
Information
Services

$51,088

$ 9,957

(55)
72

$ 9,974

$31,354

$ 857

$ 1,722

Other
Services

$38,482
$ 2,657
49
168

$ 2,776

$20,751

$ 1,979

$ 3,744

Other
Services

$39,430

$(2,785)

(273)
148

$(2,910)

$20,950

$ 2,133

$ 6,903

Elimi-
nations

$12,824

Elimi-
nations

$8,393

$8,393 .

Consoli-
dated

$578,676

$ 91,47

$12,824
(1,441)
2,932

92,962
(14,492)
(5,558)
$ 72,912
$369,942
33,324
$403,266
$ 15,562
689

$ 16,251
$ 44,048
2,690

$ 46,738

Consoli-
dated

$493,116

$ 68,752

(1,578)
2,687

69,861
(12,552)
369

$ 57,678
$306,353
40,504
$346,857
$ 13,47
609

$ 14,080
$ 34,856
718

$ 35,574



FISCAL YEAR ENDED AUGUST 31, 1979
(Thousands of dollars)

Sales of Services........vuuvuniiuiiiiiiie i,

Operating income before inferest income and expense, in-
come taxes, general corporate expenses, net, and gain on
translation and exchange ..............coovveeiiiiininnn.n.

Interest expense:

Intercompany .........coceiiiiiiiiiiirii e,
Other weeiii e

Earnings before income taxes, general corporate expenses,
net, and gain on translation and exchange.................

General corporate expenses, Net ..............ccceeueurenennn.
Gain on translation and exchange..............cccoooeeiiinin,

Earnings before income taXes ...........ccccvevvevnernennnnnen.
Identifiable assets..........ccooveeiiiiiiiiii e,

Depreciation eXpense ...........cccevviiiiiiiiiiineiniinennnn.
Corporate depreciation expense..........cccecevveennenenens

Capital expenditures............cecveriirienriiieeneennenennnnn.
Corporate capital expenditures.............ccoeeuiinrinnenn.
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Research
Services

$285,988

$ 40,866

(503)
1,798

$ 42,161

Clearing Petroleum

House Information Other Elimi- Consoli-
Services Services Services nations dated
$43,462 $37,318 $31,338 $398,106
$11,045 $ 6,676 $(2,877) $ 55,710

(5,461) $5,461
21) (40) 17 (681)
— 64 108 1,970
$ 5,563 $ 6,700 $(2,886) $5,461 56,999
(8,069)
N7
$ 49,847
$91,745 $27,167 $17,673 $257,777
22,057
$279,834
$ 590 $ 602 $ 1,505 $ 9,558
497
$ 10,055
$ 1,249 $ 965 $ 4,660 $ 21,303
4,166
$ 25,469

REXNORD INC. (OCT)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 7—Business Segment Information

Information regarding the company’s business segments
and geographic segments for 1981, 1980 and 1979 is in-
cluded on page 12.

BUSINESS SEGMENT INFORMATION

For the Three Years Ended October 31, 1981 (Millions of
Dollars)

The company operates in the production and sale of prod-
ucts in four major segments: Power Transmission Compo-
nents, Specialty Fasteners, Process Machinery and Capital
Equipment. Additional information on these segments is con-
tained on pages 4 to 11 of this Annual Report. Intersegment
sales are not material.

In 1981, the company simplified its method of reporting
business segment information by combining the Environmen-
tal Control Equipment and Construction Machinery segments
into one segment called Capital Equipment. Prior year seg-
ment data has been restated for the effect of this change.

Identifiable assets represent assets that are used in the
company’s operations in each segment at year end. Corpo-
rate assets are principally cash, marketable securities and
property maintained for general corporate purposes.

Export sales included in the United States sales approxi-
mated 11% of total net sales for 1981.

Operating results by business segment follow:
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NET SALES

Power Transmission Components.......
Specialty Fasteners ......................
Process Machinery ......................
Capital Equipment..........ccooevvnenns

OPERATING INCOME

Power Transmission Components.......
Specialty Fasteners ...........ccccuevenee
Process Machinery ...........ccceeentne
Capital Equipment...........ccuvvunennnns
Operating Income .........cccoeeveneenen.
Interest expense........ccccveeueninnenen
General Corporate Expense.............
Foreign Currency Adjustments..........
Other ...ocovvviiiiiiiiiiiinnes

Income Before Taxes....................

ASSETS

Power Transmission Components.......
Specialty Fasteners......................
Process Machinery ......................
Capital Equipment............cceunenenne.
Identifiable Assets .......................
Investment in Affiliates..................
Other Corporate Assets .................

CAPITAL EXPENDITURES

Power Transmission Components.......
Specialty Fasteners ......................
Process Machinery ......................
Capital Equipment..............cceunenes
Corporate .......cceeveuieeeninnenennnnnn.

DEPRECIATION & AMORTIZATION

Power Transmission Components.......
Specialty Fasteners ......................
Process Machinery ......................
Capital Equipment......c..c.ccvvnennennn.
Corporate ........occeeueuveninnenennnnnn.

GEOGRAPHIC SEGMENT INFORMATION

NET SALES

United States..........ccveervnenininnnnen
Western Europe.........coccevvenenennnn.
Other .coviveviiiiiiieinceeneen

OPERATING INCOME

United Stafes.......c..cveeeuvveennnnnn..
Western Europe..........covvveeninnene,
Other ..ooovviviiiiiiiiiiii el

ASSETS

United States.........coeevruencenennennen
Western EUrope........ccovveeeennnnnn.
Other ..ovveeeniiiiieeiireeeii e eanes
ldentifiable Assets............c..ccceuene.
Corporate Assets ...........cceeeennenee.

1981

530

1981

884
155
91

1,130

89.7
10.6
16.8

117.1

547

72

713
70

783

1980

512
137
308
127

1,084

73.7
12.4
28.5
4.7
119.3
(25.2)
(24.3)

(7
69.1

361

1980

837
163
84

1,084

89.4
14.9
15.0

119.3

545
121
80
746
49
795
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1979

466
150
270
124

1,010

82.1
23.1
24.5
12.0

141.7

(15.1)
(18.9)
(3.4
3

104.6

325

175
79

662

699

27.7
4.3
5.4
3.3
2.3

43.0

—_— ) W =
O W WwN

1979

815
127
68

1,010

120.1
12.0
9.6
141.7

503

67

662
37

699

Foreign Operations

BAKER INTERNATIONAL CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 6 (in Part): Industry Segment and Geographic Infor-
mation

The Company operates principally in four industry seg-
ments, three of which provide equipment and services to the
petroleum industry:

Drilling Products and Services—Manufacture and sale of
equipment and provision of services used in the drilling of oil
and gas wells.

Completion and Production Products and Services—
Manufacture and sale of equipment and provision of services
used (after oil and gas wells are drilled) to achieve safety,
long-term productivity, and to provide structural integrity to
protect against pressure and corrosion damage.

Remedial and Stimulation Products and Services—
Manufacture and sale of equipment and provision of services
used when chemical, mechanical or other stimulation of a
well is required to achieve, restore or increase commercial
production of oil or gas.

Mining Products—Manufacture and sale of equipment and
provision of repair and other services for the mining and min-
eral processing industries.

In addition to the four industry segments described above,
the Company manufactures and sells other equipment and
provides services to industries not related to the petroleum or
mining industries (included under “Other Industries”in the fol-
lowing tables).

Summarized financial information concerning these indus-
try segments and the geographic areas in which the Com-
pany operated at September 30, 1981, 1980 and 1979 and
for each of the years then ended is shown in the following
tables. Certain reclassifications and adjustments have been
made to the previously reported amounts to present such
information on a basis consistent with the 1981 amounts
which the Company believes more precisely presents its in-
dustry segment and geographic information.
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Operations by Geographic Area
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United Latin Middle Asia and Elimina-
In thousands of_ dollars States Canada  America Europe East  Africa  Australia tions Total
1981
Revenues from unaffiliated custom-
ers:
Soles ...covviiniiiiiiiiiieenne, $1,096,760 $52,852 $ 65,102 $124,617 $23,306 $50,930 $56,698 $1,470,265
Services and rentals............. 470,596 41,767 31,373 48,758 21,378 26,044 29,835 669,751
Transfers between geographic areas 107,050 3,289 6,456 22,666 4,814 1,644 1,833 $(147,752)
Total revenues ..............cc.uv.n..n. $1,674,406 $97,908 $102,931 $196,041 $49,498 $78,618 $88,366 $(147,752) $2,140,016
Operating Income...................... $ 349,989 $13,455 $ 17,201 $ 36,515 $ 4,593 $13,641 $20,849 $ (8,096) $ 448,147
Identifiable assets...................... $1,374,400 $76,574 $ 97,688 $146,846 $50,182 $66,519 $75,970 $ (99,197) $1,788,982
Export sales of domestic companies . $14,206 §$ 66,535 $ 19,796 $43,915 $22,022 $30,962 $ 197,436
1980
Revenues from unaffiliated custom-
ers:
Sales ...ooveeiiiiiiiiiien, $ 780,518 $52,280 $ 55,483 $ 90,569 $14,996 $43,403 $36,032 $1,073,281
Services and rentals............. 322,821 43,506 17,569 38,520 11,909 17,865 21,973 474,163
Transfers between geographic areas 90,348 1,463 5,073 13,663 48 20 49 $(110,664)
Total revenues............cceevveenn.n. $1,193,687 $97,249 $ 78,125 $142,752 $26,953 $61,288 $58,054 $(110,664) $1,547,444
Operating Income ...................... $ 196,574 $23,143 $ 17,427 $ 17,682 $ 621 $15,016 $10,862 $ (3,192) $ 278,133
Identifiable assets...................... $1,034,313 $67,869 $ 63,841 $144,963 $28,267 $53,518 $51,408 $ (58,015) $1,386,164
Export sales of domestic companies . $14,871 $ 53,483 $ 19,413 $36,893 $11,927 $26,105 $ 162,692
1979 '
Revenues from unaffiliated custom-
ers:
Sales ...cvviiiiiiiiiiiiiiiiene, $ 625,040 $36,347 $ 46,327 $ 62,284 $17,354 $25,998 $19,545 $ 832,895
Services and rentals............. 230,768 29,949 11,931 25,693 12,018 12,169 13,388 335,916
Transfers between geographic area.. 74,195 1,169 3,993 10,706 8 32 28 $ (90,131)
Total revenues ..............cuvven.e.. $ 930,003 $67,465 $ 62,251 $ 98,683 $29,380 $38,199 $32,961 $.(90,131) $1,168,811
Operating Income ...............c...e.s $ 153,388 $15,397 $ 16,500 $ 13,874 $ 1,646 $ 9,263 $ 6,470 $ (5,507) $ 211,031
Identifiable assets...................... $ 848,858 $48,227 $ 50,341 $112,125 $21,263 $36,450 $39,505 $ (52,591) $1,104,178
Export sales of domestic companies . $10,332 $ 48,918 $ 18,406 $21,783 $12,171  $22,941 $ 134,551

Intersegment sales and transfers between geographic
areas are priced at the estimated fair value of the products or
services negotiated between the selling and receiving units.
Operating income is total revenues less operating expenses
but before deduction of general corporate and net interest
expense of $63,551,000, $48,998,000 and $43,741,000, and
income taxes of $159,607,000, $90,508,000 and
$67,861,000 in 1981, 1980 and 1979, respectively. Identifi-
able assets are those assets that are used by the Company’s
operations in each industry segment or are identified with the
Company’s operations in each geographic area. Corporate
assets consist principally of cash, prepaid expenses,
leasehole improvements, office furniture and intangible as-
sets and amounted to $19,563,000, $15,725,000 and
$18,806,000 at September 30, 1981, 1980 and 1979, respec-
tively.

At September 30, 1981 and 1980 total assets and liabilities
(excluding intercompany balances) of subsidiaries, divisions
and branches located in foreign countries were as follows:

In thousands of dollars 1981 1980
Current ASSES ..ouvvvveeriiniereinenenennnes $292,845  $230,882
Property—net .......cooeiiiiiiiiininiian.. 168,893 130,507
Other long-term assets...................... 4,202 10,753
Total assets ....coevvveeninrreeinennnnnne 465,940 372,142
Current liabilities ..........c.ccevevneneinnnn. 114,840 102,659
Long-term liabilities ......................... 38,596 15,235
Total liabilities .......coovvvvevnienenne... 153,436 117,894
Net assets .....coevvieeeeninnns ereeenens $312,504  $254,248

Net exchange losses resulting from the translation of
foreign currencies in 1981, 1980 and 1979 have been in-
cluded in the determination of net income for each year and
are not material.
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BURNDY CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(Dollars in thousands except per share data)
Note 2: Business Segments and Foreign Operations

The Company and its subsidiaries are engaged predomin-
antly in the manufacture and sale of electrical and electronic
connectors utilized in the generation, transmission and distri-
bution of electrical power and in electrical and electronic cir-
cuits.

Sales by geographic area for the years ended December
31, 1981, 1980 and 1979 are as follows:

Sales

To outside To

customers affiliates Total
1981
United States................... $151,686 $7,671 $159,357
Europe ..cc.ovviiiiiiiiiiininns 55,109 902 56,011
Canada and Austrdlia.......... 23,953 — 23,953
Latin and South America...... 23,246 —_ 23,246
Eliminations .................... — (5,803) (5,803)
Consolidated ................... $253,994 $2,770 $256,764
1980
United States................... $152,645 $6,880 $159,525
Europe ......cceeieiiiiiennnnns 58,795 1,383 60,178
Canada and Austradlia.......... 19,878 —_ 19,878
Latin and South America...... 19,386 — 19,386
Eliminations .................... —_ (5,264)  (5,264)
Consolidated ................... $250,704 $2,999 $253,703
1979
United States................... $139,053 $6,296 $145,349
Europe .....ooviiviiniinennnn. 49,604 1,004 50,608
Canada and Austrdlia.......... 18,454 —_ 18,454
Latin and South America...... 20,155 — 20,155
Eliminations ..........c......... —_ (4,748) (4,748)
Consolidated ................... $227,266 $2,552 $229,818

ldentifiable assets by geographic area are as follows:

~ December 31,

1981 1980 1979
United States............cc.even.... $140,801 $112,834 $105,797
Europe .....cccceveiiiiiiiiiininnan, 73,032 51,056 51,905
Canada and Australia.............. 14,401 12,024 11,091
Latin and South America .......... 20,697 17,185 16,762
Eliminations ............oceeeeinen. (36,028) (8,727) (8,414)
212,903 184,372 177,141

Investments in and advances to
unconsolidated dffiliates......... 3,969 9,192 7,372
Corporate assets................... 722 722 778
Consolidated ....................... $217,594 $194,286 $185,291

Operating profits by geographic area are as follows:

December 31,

1981 1980 1979
United States........ccceevvnnenene. $35,802 $33,083 $28,961
EUrope ..ceceovnveniniiniiiininnnnns 6,063 11,458 9,040
Canada and Australia.............. 3,239 2,862 2,347
Latin and South America.......... 5,323 4,551 3,392
50,427 51,954 43,740

Less:
General corporate expenses... (4,710) (4,859) (3,286)
Consolidated .............ccoeeee. $45,717  $47,095  $40,454

In 1981, the Company retroactively adopted FASB State-
ment No. 52, “Foreign Currency Translation.” Under that
Statement, for certain foreign operations, all balance sheet
accounts are translated at the current exchange rate and
income statement items are translated at the average ex-
change rate for the year; resulting translation adjustments
are made directly to a separate component of shareowners’
equity. Certain other adjustments continue to be reported in
income which resulted in losses of $695 in 1981, $728 in
1980 and $33 in 1979. Previously, certain balance sheet ac-
counts (principally inventories and property and equipment)
and related income statement items were translated at histor-
ical exchange rates, and all translation adjustments were
made directly to income.

The new method of accounting increased net income for
1981 by $1,779 ($.14 per share). As a result of applying the
new method retroactively, 1980 net income has been re-
duced by $875 ($.07 per share) and 1979 net income was
reduced by $390 ($.03 per share). Adoption of Statement No.
52 resulted in establishing a new cumulative translation ad-
justments account that increased shareowner's equity by
$1,678 at January 1, 1979.

NCR CORPORATION (DEC)

NOTES TO FINANCIAL STATEMENTS
Note 13—Industry and Geographic Area Information.

Industry Segment Data

NCR operates in one dominant industry segment which
includes the developing, manufacturing, marketing, installing,
and servicing of business information processing systems for
selected worldwide markets.

Geographic Area Data

Corporate assets are principally cash and short-term in-
vestments. To the extent permitted by market conditions,
transfers between geographic areas are at prices designed to
provide a profit after coverage of all manufacturing costs,
research and development expenses, and general corporate
expenses. The method required to be foliowed in developing
this information on a geographical basis requires the use of
estimation techniques and does not take into account the
extent to which NCR's product development, manufacturing,
marketing, and management skills depend upon each other.
Thus, the information may not be indicative of the extent to
which each of the geographical areas contributed to NCR’s
consolidated operating results.



Segment Information

United
States
Revenues—Customer ........cccvevvveniiieiinnennnnnnn. $1,643,658 $
Intercompany .........coeveiiiiiiiiiinenens 275,001
Total revenues ........ccceeevneinienniniiininneennes $1,918,659 $
Operating iNCOME ........ccueuveninriiniinanieeenenenns $ 264,858 $

Non-dliocable interest and general
COrporate exXpenses.........cooeviviinneiininannes

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

Europe

904,114
29,960

934,074
43,755

Identifiable assets.........ccoeiiiiiiiiiiiiiien $1,785,766 $ 726,380
Corporate aSSets........ccoveveierunenunuaeaenennennns
Total @SSes ...coueneieninininiiiiieeieeenns
Revenues—Customer ............ccccevvinieninnnnnn.. $1,499,750 $1,014,791
Intercompany ..........cooiiiiiiiiianen. 379,599 49,328
Total revenues ...........cccveeeiveniniienninnann.s $1,879,349 $1,064,119
Operating inCOMe .........ccvvvviniennincinniniennienen, $ 288,824 $ 108,325
Non-allocable interest and general
COrporate eXpenses..........ccvveeiiuieenennennnes
Income before income taxes......................
Identifiable assets...........cccoeveviiiiiiiniiininninn.. $1,888,096 $ 823,256
Corporate aSSets........cccveveveneiieniiineneeenennn
Total @SSets ...ouoeveineiiiiieiiiiiiiieenaaes
Revenues—Customer............c..occivviinivinnnnannnn. $1,376,210  $858,653
INtercompany .......occeeveveeninenenaennns 243,029 33,283
Total revenues .........cceeeeeeieeeninineniinnnannnn. $1,619,239  $891,936
Operating iNCoOMe ......c.oeeeuveninieiriiiereenaenenns $ 275,605 $ 97,152
Non-allocable interest and general
COrporate exXpenses.......ccvvvvveiinueriiniennnnns
Income before income taxes......................
Identifiable assets...........cccoeeviiiiiiiriniiiiinininnns $1,554,387  $696,862

Corporate assets.......cceuveeeneneninininennnnnnnns
Total ASSEtS ...euvveeeniriiieiniiiiieeeenenes

There are various differences between income before in-
come taxes for the United States and foreign operations as
shown in Note 4 and operating income shown above. In the
above geographic information, interest expense and non-
allocable general corporate expenses are not included in
operating income, and certain corporate operating expenses
incurred for the benefit of the geographic areas are included
on an allocated basis.

NCR’s net investment in International operations was
$804,391,000 at December 31, 1981, $771,054,000 at De-
cember 31, 1980 and $612,529,000 at December 31, 1979.

The above information for the years 1980 and 1979 has
been restated for NCR’s 1981 geographical region reorgani-
zation.

Pacific
(Japan,
Australia,
Far East

and Canada)

Other

(000 omitted)

1981
$534,734
78,701
$613,435
$ 70,862

$440,861

1980

$499,325
95,250

$594,575
$ 85,864

$426,575

1979

$512,067
112,201

$624,268
$ 56,983

$389,647

$350,195
9,592

$359,787
$ 44,022

$375,252

$308,504
11,959

$320,463
$ 55,439

$332,143

$255,710
4,584

$260,294
$ 35,361

$274,268

Eliminations

$(393,254)
$(393,254)
$ 13,539

$(208,677)

$(536,136)
$(536,136)
$ (12,231)

$(285,308)

$(393,097)
$(393,097)
$ (5.373)

$(221,329)

29

Consolidated

$3,432,701

$3,432,701
$ 437,036

73,583
$ 363,453

$3,119,582
266,952

$3,386,534

$3,322,370

$3,322,370
$ 526,221

57,210

$ 469,011
$3,184,762
181,693

$3,366,455

$3,002,640

$3,002,640
$ 459,728

10,674

$ 449,054
$2,693,835
224,600
$2,918,435
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THE COCA-COLA COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 14: Industry Segment and Geographic Data.

The industry segment and geographic data for 1981, 1980
and 1979 presented on pages 44 and 45 are an integral part
of these financial statements.

OPERATIONS IN GEOGRAPHIC AREAS

Information about the Company’s operations in different
geographic areas is presented below (in thousands). Africa,
which is not a significant geographic area as defined by FAS
14, has been grouped with Europe in accordance with the
Company’s management organizational structure. The re-
maining insignificant geographic areas are combined as
Canada and Pacific. Inter-company transfers between geo-
graphic areas are not material.

Year Ended December 31

1981 1980 1979
Net sales:*
United States and Puerto
{1 O $3,238,673 $3,059,953 $2,470,911
Latin America ............. 608,110 560,164 417,991
Europe and Africa......... 1,096,257 1,170,294 995,485
Canada and Pacific ....... 945,995 830,338 804,352
Total net sales.......... $5,889,035 $5,620,749 $4,688,739
Income from geographic
areas:*
United States and Puerto
RiCO..coviereninrininnen $ 337,522 $ 279,315 $ 253,439
Latin America ............. 179,739 148,055 100,541
Europe and Africa......... 248,802 278,707 267,360
Canada and Pacific ....... 151,444 126,844 143,776
Total from geographic
Areas......ceveennens 917,507 832,921 765,116
Other income, net of other
deductions................. (37,671) (37,893) (1,244)
General expenses............ (72,582) (58,301) (50,282)
Income from continuing
operations before in-
come taXes............. $ 807,254 $ 736,727 $ 713,590
Identifiable assets at year-
end:*
United States and Puerto
RiCO...ovviieiinnininnnns $1,631,123 $1,604,490 $1,407,059
Latin America ............. 436,215 420,197 307,264
Europe and Africa......... 583,017 579,851 533,528
Canada and Pacific ....... 400,766 360,838 341,061
Total by geographic
QreaS...cevenennnnns 3,051,121 2,965,376 2,588,912
Corporate assets (principally
marketable securities and
fixed assets) .............. 452,693 289,202 209,642
Discontinued operations..... 60,967 151,380 139,487

Total assets ot year-
end....ccovvinininiens $3,564,781 $3,405,958 $2,938,041

*Amounts for 1980 and 1979 have been restated to reflect the sale
of the Company’s Aqua-Chem, Inc., subsidiary and Tenco Division.

Major Customers

ACME-CLEVELAND CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note L (in Part): Business and Geographic Segment In-
formation

The Corporation conducts its operations within two busi-
ness segments which provide the tools of production to other
manufacturers. One furnishes the capital equipment acquired
by customers for long-term operations. Sales of this equip-
ment result from the capital expenditure programs of cus-
tomers. The other supplies the expendable products con-
sumed in day to day operations, in some cases to the same
customers. Sales of these products result from the rate of
operations of customers.

Intersegment sales are accounted for at prices comparable
to normal, unaffiliated customer sales, reduced by an approx-
imation of costs not incurred on internal sales. Operating
profit is total revenue less operating expenses, excluding
interest, general corporate expenses, and in 1981, costs re-
lated to restructuring of operations. Net earnings, both con-
solidated and for the U.S.A., recognize all costs, including
those pertaining to restructuring of operations. Identifiable
assets by segment include both assets directly identified with

. each segment and an allocable share of jointly used assets.

Corporate assets consist primarily of cash, notes and other
investments. Included in the Corporation’s sales for 1981 are
$122,724,000 to General Motors Corporation. In 1980 and
1979, sales to General Motors were $93,717,000 and
$40,666,000, respectively. Sales to Ford Motor Company
were $48,920,000 and $63,119,000 in 1980 and 1979, re-
spectively. The following provides information about each
segment for each of the past three years (in thousands of
dollars):

EASCO CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in Part): Accounting Policies and Business Seg-
ments

Business segments. Inter-segment sales are accounted
for on the same basis used to price sales to unaffiliated cus-
tomers.

Hand tools segment sales included $111,936,000;
$88,547,000 and $99,480,000 to Sears, Roebuck and Co. in
1981, 1980 and 1979 respectively.

Reference is made to the 11 Year Business Segments
Data on pages 28 and 29 of this report for the 1981, 1980 and
1979 segment sales, operating profits, identifiable assets in-
formation, capital expenditures and depreciation expense.
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BAIRD CORPORATION (SEP)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11 (In Part): Segment Information

The Company’s business can be classified into three signif-
icant segments—analytical instruments, optical systems and
medical diagnostic equipment. Additional information con-
cerning the individual products and markets covered by these
segments is contained elsewhere in the Annual Report.
Segment financial and related information for the years
ended September 30, 1981, 1980 and 1979 follows:

B. Geographical Distribution

Foreign
1981 Domestic  Export - Based Total
Sales.....ccocovinvennnanns $26,923 $12,563 $ 5,748 $45,234

Operating profit.......... 5,506 2,790 19 8,315

Identifiable assets........ 18,949 7,154 5,136 31,239
1980
Sales......ccovvinveinnnnnn $25,917 $ 6,071 $ 5,326 $37,314

Operating profit.......... 5,772 1,023 413 7,208

Identifiable assets........ 17,685 5,193 5,446 28,324
1979
Sales ......ooeinniinnnnnn, $22,062 $ 6,768 $ 4,376 $33,206

Operating profit.......... 5,987 703 278 6,968
Identifiable assets........ 15,675 4,046 4,890 24,611

C. Major Customers. Direct sales to the U.S. Government,
principally from the optical segment, were $11.6 million in
1981 ($13.0 million in 1980 and $12.0 million in 1979). Sales
to foreign governments in 1981 were $5.9 million in the
aggregate ($3.2 million in 1980 and $5.5 million in 1979).

Export Sales

AMETEK, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 8: Other Information

Information as to the Company’s business segments is
shown on pages 23 and 24. In January, 1982 the -Company
acquired approximately 9.9% of the common stock of
Robertshaw Controls Company in market and negotiated
transactions for approximately $8,400,000 plus certain con-
tingent amounts which may be payable until January 5, 1983.

INFORMATION BY BUSINESS SEGMENTS (IN PART)

The Company classifies its operations into four business
segments: Electro-mechanical, Process Equipment, Preci-
sion Instruments and Industrial Materials.

The Electro-Mechanical Group produces fractional horse-
power electric motors for floor care, computer and business
machines and other consumer and industrial products, jet
engine and airplane parts, undersea work vehicle and marine
electronic systems, die castings, expansion ducting and
other components for aerospace and industrial applications.

The Process Equipment Group manufactures centrifuges,
fiters and other separation and drying equipment, pipe

flanges and fittings for high-pressure piping, winery process
and storage systems, parts for laundry and drycleaning
equipment, flow measuring instruments and valves, and heat
transfer equipment for the chemical process market.

The Precision Instruments Group manufactures pressure
gauges, measuring and recording devices, automotive, air-
craft and industrial instruments, testing equipment, calibra-
tion instruments, springs, thermistors, propeller flowmeters,
semiconductor components and combustion analyzing in-
struments.

The Industrial Materials Group produces aluminum extru-
sions, custom-finished aluminum and plastic components,
thermoplastic compounds, color concentrates, synthetic
monofilaments and molded thermoplastics for a wide variety
of industrial, agricultural and consumer products. The group
also produces corrosion-resistant tanks and piping of indus-
trial plastics for use in process systems, and solar collectors
for the solar heating systems market. Aluminum products
represent approximately 8% in 1981 (9% in 1980 and 10% in
1979) of the Company’s consolidated sales.

FINANCIAL INFORMATION BY SEGMENTS AND EXPORT SALES (in
thousands)

Net Sales 1981 1980 1979
Electro-mechanical ............. $144,294 $137,885 $126,415
Process Equipment.............. 78,189 70,742 76,312
Precision Instruments........... 120,414 108,076 107,696
Industrial Materials............. 105,189 83,477 82,450

Total consolidatedq) ......... $448,086 $400,180 $392,873

Operating Profit
Electro-mechanical ............. $ 25,102 $ 23,258 $ 19,097
Process Equipment.............. 9,607 7,232 9,605
Precision Instruments........... 18,787 17,378 18,246
Industrial Materidls............. 11,196 7,526 9,020

Total consolidated) ......... 64,692 55,394 55,968
Corporate, administrative, re-

search and net interest ex-

PENSES ...evuernrreernenninnes (13,042) (13,135) (12,472)

Income before taxes......... $ 51,650 $ 42,259 $ 43,496

Export Sales by Geographic Area
(Included above):

Europe .......cocoveriniiinennne. $ 27,708 $ 32,880 $ 22,020
Canada ......oevneeniienanennn, 9,972 6,891 6,503
Other ..covniviiieiininennnne. 12,298 12,687 5,815

$ 49,978 $ 52,458 $ 34,338

(1 After elimination of inter-segment sales, not significant in amount.
@ Represents sales less all direct costs and expenses (including cer-
tain administrative and research expenses) applicable to each segment.

BUCYRUS-ERIE COMPANY (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note O—industry Segment Information:

The Company designs, manufactures and sells products in
three industries; mining and construction machinery; indus-
trial products; and aerospace systems and components.
These segments differ from those previously reported due to
the acquisition of Western Gear Corporation and the combin-
ing of mining and construction machinery into one segment.
Industry segment information includes Western Gear Corpo-
ration’s operations from September 30, 1981, the date of
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acquisition. The operations of each of these segments are
described on pages 10-24 of the annual report for the fiscal
year ended December 31, 1981. Industry segment informa-
tion for 1980 and 1979 has been restated to be consistent
with 1981.

Operating eamings represent total revenue less operating
expenses. Interest expense, general corporate expenses (in-
cluding net non-recurring items of $7.0 million for 1981),
nonoperating revenues, income taxes and equity in net earn-
ings of Ruston-Bucyrus, Limited have not been included in
the computation of operating earnings.

Identifiable assets by industry are those assets that are
used in the Company’s operations in each industry segment.
Corporate assets are principally cash, marketable securities
and fixed assets.

The Company had export shipments from its United States
operations amounting to $176.3 million in 1981, $195.6 mil-
lion in 1980, and $144.9 million in 1979. Export shipments by
geographic area in 1981, 1980 and 1979 consisted of the
foliowing: Eastern Hemisphere $125.2 million, $137.2 million
and $96.1 million, respectively, and Western Hemisphere
$51.1 million, $58.4 million and $48.8 million, respectively.

Industry segment information is as follows:

(Dollars in Millions) 1981 1980 1979
Net Shipments

Mining and Construction Machinery ~ $382.9 $458.9 $521.5

Aerospace Systems and Components K1 N

Industrial Products.................... 82.4 52.4 30.9
Consolidated Net Shipments............. $496.4 $511.3 $552.4
Operating Earnings

Mining ond Construction Machinery $ 35.6 $ 72.5 $ 85.1

Aerospace Systems and Components 3.7

Industrial Products.................... 6.5 .7 2.5

45.8 71.8 87.6

Interest expense.............c.eeunennen. (11.3) (7.8) (8.6)

General Corporate expenses............ (3.8) (4.3) 6.9)
Non-recurring items—net .............. (7.0)
Nonoperating revenue................... 22.4 21.4 20.5

Earnings before income taxes and
equity in earnings of Ruston-

Bucyrus, Limited...................... $46.1 $81.1 $ 926
Capital Expenditures
Mining and Construction Machinery $ 3.4 $ 10.0 $ 10.4
Aerospace Systems and Components 36.6
Industrial Products..................... 49.2 4.7 6.4
General Corporate .................... 3.1 1.4 1.4
$923 $ 161 $ 182
Depreciation
Mining and Construction Machinery $ 11.8 $ 12.6 $ 12.6
Aerospace Systems and Components .6
Industrial Products.................... 3.3 1.9 1.1
General Corporate.................... 1.9 1.1 1.0
$17.6 $ 156 $ 147
Identifiable assets ot year-end
Mining and Construction Machinery  $402.6 $437.9 $463.0

Aerospace Systems and Components  138.4
Industrial Products.................... 141.8 40.9 28.8

$682.8 478.8 491.8
Investment in Ruston-Bucyrus, Limited 421 38.8 36.5
Corporate Assets .........c..cccueneennn, 82.3 109.1 113.1

Total Assets at year-end................ $807.2 $626.7 $641.4

COMBUSTION ENGINEERING, INC. (DEC)

NOTES TO FINANCIAL STATEMENTS

Note 13 (in Part): Financial Reporting by Business Seg-
ments

The Company's equipment, products and services are
classified into the following business segments: (a) equip-
ment, products and services supplied to oil and gas and other
industrial markets; (b) design, manufacture, installation and
service of steam generating systems and equipment for the
electric utility industry, including nuclear steam supply sys-
tems and (c) design, engineering and construction services
(principally through its subsidiary, The Lummus Company),
primarily for the chemical, petrochemical and petroleum in-
dustries.

(b) Significant financial data by geographic area follows (1):

1981 1980 1979
(Dollars in Thousands)
Sales @—
United States 3)............ $3,025,556 $2,513,852 $2,234,650
Canada ......cevenvnennnnnns 263,490 211,967 191,107
Europe .....cccoceveninenene 433,917 350,975 259,950
Other Foreign ............. 86,780 69,661 n,797

$3,809,743 $3,146,455 $2,757,504

Net Income—
United States.............. $ 106,431 $ 89,317 $ 71,887
Canada ....oovvvinennnnnnns 11,281 11,675 13,552
Europe ..oeeeininieniiinns 18,754 8,928 7,357
Other Foreign ............. 10,834 6,752 4,845
$ 147,300 $ 116,672 $ 97,641
December 31, 1981 1980 1979
(Dollars in Thousands)
Identifiable Assets—
United States.............. $1,629,681 $1,536,754 $1,213,796
Canada .......ceoenvennnnns 130,943 123,610 118,962
EUrope .......cceeeennenen. 325,146 229,698 200,418
Other Foreign ............. 93,476 68,213 50,771

$2,179,246 $1,958,275 $1,583,947

) Data presented for geographic areas outside of the United States
includes operations of foreign subsidiaries and operations of domestic
subsidiaries located in foreign areos.

@ Includes only sales to unaffiliated customers (intergeographic sales
are not significant).

@ Includes U.S. export sales by geographic area as follows:

1981 1980 1979

(Dollars in Thousands)
Europe, Middle East and

Africa ..o, $ 188,759 $ 142,329 $ 87,512
Canada, Central and

South America ............ 122,728 90,014 69,317
Far East.c..covveevvnnnnnn, 121,013 111,223 102,072

$ 432,500 $ 343,566 $ 258,901
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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 ending 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 nineteen survey companies use a 52-53
week fiscal year.

During 1981, five 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

CASTLE & COOKE, INC.

Consolidated Balance Sheets

June 20, 1981 Jan. 3, 1981

Consolidated Statements of Income and Retained
Earnings

24 Weeks Ended
June 20, 1981

Year Ended
June 20, 1981  Jan. 3, 1981

(Unaudited)

Dec. 29, 1979

Consolidated Statements of Changes in Financial Posi-
tion

24 Weeks Ended
June 20, 1981

Year Ended
June 20, 1981 Jan. 3, 1981

(Unaudited)

Dec. 29, 1979

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Summary of Accounting Policies (in Part)

Fiscal Year

The Company has elected to change its fiscal financial
reporting year from the Saturday closest to December 31 to
the third Saturday in June. For tax purposes, the fiscal year
will continue to end on the Saturday closest to December 31.
Due to significant seasonal variations, the results of a 24-
week period are not necessarily indicative of a full year's
operations. The financial information for the fiscal years
ended January 3, 1981 and June 20, 1981 include 53 weeks.

TABLE 1-4: MONTH OF FISCAL YEAR END
1981 1980 1979 1978

January .....oeeeiiiiinene 26 25 21 25
February ......coceveninennns 13 14 15 14
March ..ooveieiiiiiieenens 14 15 12 12
April oo 6 8 8 9
May .oooeniniiiiiniieeeens 1 10 10 1
JUNe e 40 39 39 38
JUY e 12 12 13 13
August ....coieiiiiiiiiinnns 21 21 20 19
September ................... 41 41 45 44
October .......c.ocveneenenen 24 25 27 30
November ................... 9 N n 12

Subtotal .....cceereererecenernee 217 221 221 227
December .......c.coeeevnenes 383 379 379 373

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

ACCOUNTANTS’ REPORT

To the Stockholders of
Castle & Cooke, Inc.

We have examined the consolidated balance sheets of
Castle & Cooke, Inc. and subsidiaries as of June 20, 1981
and January 3, 1981 and the related consolidated statements
of income and retained earnings and changes in financial
position for the twenty-four week period ended June 20, 1981
and for each of the fiscal years in the two year period ended
January 3, 1981. Our examinations were made in accor-
dance with generally accepted auditing standards, and ac-
cordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary
in the circumstances.

In our opinion, the aforementioned consolidated financial
statements present fairly the financial position of Castle &
Cooke, Inc. and subsidiaries at June 20, 1981 and January 3,
1981 and the results of their operations and changes in their
financial position for the twenty-four week period ended June
20, 1981, and for each of the fiscal years in the two year
period ended January 3, 1981 in conformity with generally
accepted accounting principles applied on a consistent basis.

The accompanying statements of income and changes in
financial position for the year ended June 20, 1981 were not
audited by us, and accordingly we do not express an opinion
on them.
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DANA CORPORATION

Balance Sheet

December 31 August 31
1981 1980

Statement of income

Year ended

December 31 August 31
1981 1980 1979

Statement of Retained Earnings

Year ended

December 31 August 31
1981 1980 1979

Statement of Changes in Financial Position

Year ended

December 31 August 31
1981 1980 1979

COMMENTS ON FINANCIAL STATEMENTS

Year End Change

Effective December 31, 1980 the Board of Directors
changed Dana’s year end from August 31 to a calendar year
end of December 31. Previously the fiscal year coincided with
the automotive model year. Dana’s increasing participation in
the industrial and service markets makes the calendar year a
more appropriate business cycle.

During the four month period September 1, 1980 to De-
cember 31, 1980 Dana’s net sales amounted to
$837,700,000, net income $9,800,000 and net income per
common share $.28. Working capital during this period de-
creased $50,600,000. Working capital provided by opera-
tions amounted to $22,500,000 while other sources provided
$43,300,000 including $19,000,000 from disposals of prop-
erty and $22,000,000 through the issuance of common stock.
Financial resources used amounted to $116,400,000 and
consisted primarily of additions to property $31,500,000, div-
idends $28,200,000 and an increase in investments and
other assets of $49,800,000.

REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of
Dana Corporation

In our opinion, the accompanying consolidated balance
sheet and the related consolidated statements of income, of
retained earnings and of changes in financial position, includ-
ing pages F-2 through F-13, present fairly the financial posi-
tion of Dana Corporation and its consolidated subsidiaries at
December 31, 1981 and August 31, 1980, and the resulits of
their operations and the changes in their financial position for
the year ended December 31, 1981 and each of the two
years in the period ended August 31, 1980, in conformity with
generally accepted accounting principles consistently applied
during the period except for the changes, with which we con-

cur, in the method of accounting for foreign currency transla-
tion adjustments and in the method of accounting for inven-
tories as described on page F-6. Our examinations of these
statements were made in accordance with generally ac-
cepted auditing standards and accordingly included such
tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances.

SEARS, ROEBUCK AND CO.

Consolidated Statements of Financial Position

December 31
1981 1980

Consolidated Statements of Income

Year Ended December 31
1981 1980 1979

Consolidated Statements of Changes in Financial Posi-
tion

Year Ended December 31
1981 1980 1979

Consolidated Statements of Shareholders’ Equity

Year Ended December 31
1981 1980 1979

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1: Accounting Changes

In 1981 the company changed its financial reporting period
to a Dec. 31 year end from a fiscal year ending Jan. 31. This
change was precipitated by the decision to file a consolidated
federal income tax return. The Consolidated and summarized
Group financial statements herein are presented on a calen-
dar year basis.

Coincident with the change in its fiscal reporting period, the
company modified its method of accounting for merchandise
returns and allowances and compensated absences as pre-
scribed by Statements No. 48 and 43, respectively, of the
Financial Accounting Standards Board. These new account-
ing rules require that the financial statements reflect esti-
mated future sales returns and allowances and vacation
liabilities. In previous periods, merchandise returns and al-
lowances were recorded on a cash basis and vacation
liabilities were accrued as the employee’s right to this benefit
vested.

The financial statements previously reported have been
restated for the changes noted as follows:
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Retained
millions Net Income Income
1980 1979  Through 1978

As previously reported on a fis-
cal year basis (Jonuary 31).. $606.0 $810.1 $6,262.4

Net effect of:
Change in fiscal reporting
period.......coeeiivininnns 4.9 16.4 12.0
Establishment of accrual for
future returns and allow-

ANCES vvvvennirinennennenss (1.1) 2.9 (47.6)
Change in vacation accrual .. —_ . (7.9)
As restated...........coveenennnen $609.8 $829.5 $6,218.9

The financial statements of the company’s international
subsidiaries for the year ended Dec. 31, 1981 have been
translated to U.S. dollars in accordance with SFAS No. 52,
“Foreign Currency Translation.” The new method of account-
ing increased 1981 net income by $7.1 million ($.02 per
share).

ACCOUNTANTS’ REPORT

To the Shareholders and Board of Directors of
Sears, Roebuck and Co.:

We have examined the Consolidated Statements of Finan-
cial Position of Sears, Roebuck and Co. and Consolidated
Subsidiaries as of December 31, 1981 and 1980 and the
related Consolidated Statements of Income, Shareholders’
Equity and Changes in Financial Position for each of the
three years in the period ended December 31, 1981. Our
examinations were made in accordance with generally ac-
cepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above
present fairly the financial position of Sears, Roebuck and
Co. and Consolidated Subsidiaries as of December 31, 1981
and 1980, and the results of their operations and the changes
in their financial position for each of the three years in the
period ended December 31, 1981, in conformity with gener-
ally accepted accounting principles applied on a consistent
basis.

UNC RESOURCES, INC.

Consolidated Balance Sheets

December 31, March 31,
1981 1981

Consolidated Statements of Changes in Financial Posi-
tion

Year Ended

December 31, March 31,
1981 1981 1980

Consolidated Statements of Earnings (Loss)

Year Ended

December 31, March 31,
1981 1981 1980

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2: Change of Fiscal Year

Effective December 31, 1981, the Company changed its
fiscal year-end from March 31 to December 31. The consoli-
dated statements of earnings and changes in financial posi-
tion for the year ended December 31, 1981 include the re-
sults of operations and changes in financial position for the
quarter ended March 31, 1981 to allow comparability with the
twelve months ended March 31, 1981 and 1980. See note 24
for a summary of results for the quarter ended March 31,
1981.

REPORT OF INDEPENDENT CERTIFIED PUBLIC AC-
COUNTANTS

The Board of Directors and Shareholders
UNC Resources, Inc.

We have examined the consolidated balance sheets of
UNC Resources, Inc. and subsidiaries as of December 31,
1981 and March 31, 1981 and the related consolidated
statements of earnings (loss), shareholders’ equity and
changes in financial position for each of the periods ended
December 31, 1981, March 31, 1981 and March 31, 1980.
Our examinations were made in accordance with generally
accepted auditing standards, and accordingly included such
tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances.

In our opinion, the aforementioned consolidated financial
statements present fairly the financial position of UNC Re-
sources, Inc. and subsidiaries at December 31, 1981 and
March 31, 1981 and the results of their operations and the
changes in their financial position for each of the periods
ended December 31, 1981, March 31, 1981 and March 31,
1980, in conformity with generally accepted accounting prin-
ciples applied on a consistent basis.
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Definition of Fiscal Year

BELL & HOWELL COMPANY

NOTES TO THE CONSOLIDATED FINANCIAL STATE-
MENTS

Note A (in Part): Significant Accounting Policies:

Fiscal Year. The Company uses a 52-53 week fiscal year.
References to 1981, 1980 and 1979 are for the 52 weeks
ended January 2, 1982, the 53 weeks ended January 3,
1981, and the 52 weeks ended December 29, 1979, respec-
tively.

BROWN GROUP, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

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

Accounting Period

The Corporation’s fiscal year is the 52 or 53 week period
ending the Saturday nearest to October 31.

THE GREAT ATLANTIC & PACIFIC TEA COMPANY,
INC.

SUMMARY OF SIGNIFICANT ACCOUNTING POLI-
CIES

Fiscal Year—The Company'’s fiscal year ends on the fast
Saturday in February. Fiscal 1980 ended February 28, 1981
and comprised 53 weeks, whereas fiscal 1979 and fiscal
1978 ended February 23, 1980 and February 24, 1979, re-
spectively, and comprised 52 weeks each.

H. J. HEINZ COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Significant Accounting Policies
Accounting Principles: The consolidated financial

statements have been prepared using generally accepted
accounting principles followed in the United States.

Fiscal Year: The company operates on a fiscal year ending
on the Wednesday closest to April 30. Fiscal years for the
financial statements included herein ended on April 29, 1981,
April 30, 1980 and May 2, 1979. Each year included 52
weeks.

INTERCO INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Significant Accounting Policies

Fiscal Year—The company’s fiscal year ends on the last
day of February. In this report, reference to fiscal 1981 refers
to the fiscal year ended February 28, 1981, fiscal 1980 refers

to the fiscal year ended February 29, 1980, and fiscal 1979
refers to the fiscal year ended February 28, 1979.

G. C. MURPHY COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (in part): Significant Accounting Policies

The accounting policies of the Company, a general mer-
chandise retailer operating within the United States, conform
with generally accepted accounting principles. The significant
accounting policies applied in preparing the accompanying
consolidated financial statements are summarized below:

Definition of Fiscal Year:

The Company's fiscal year ends on the last Thursday in the
month of January. Fiscal year 1981, a 52-week period, ended
on January 28, 1982; fiscal year 1980, a 52-week period,
ended on January 29, 1981; fiscal year 1979, a 53-week
period, ended on January 31, 1980.

THE UNITED STATES SHOE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS
Note 1 (in part): Major Accounting Policies
Fiscal Year—The company’s fiscal year is a 52-53 week
year ending on the Saturday closest to January 31. During
fiscal 1980, the company changed its fiscal year from a 52-53
week year ending the last Saturday in July to a 52-53 week
year ending the Saturday closest to January 31. The 12
months ended January 30, 1982 have been designated as

fiscal 1981 because 11 of those 12 months fell into calendar
year 1981.

The comparative financial statements included herein have
been appropriately restated to represent comparable results
for the new fiscal years. _ :

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
1981 1980 1979 1978

To nearest dollar ............ 89 114 134 161
To nearest thousand dollars:
Omitting 000.............. 335 306 274 254
Presenting 000 ........... 79 107 141 139
To nearest million dollars ... 97 73 51 46
Total Companies............... 600 600 600 600
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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 14¢-3 of the
Securities Exchange Act of 1934, effective for fiscal years
ending on or after December 20, 1974, extended the re-
quirement for presenting comparative financial statements to
include annual reports to stockholders issued in connection
with proxy solicitations. Rule 14¢-3 was recently amended to
require that, effective for fiscal years ending after December
15, 1980, annual reports to stockholders should include
comparative balance sheets, and statements of income and
changes in financial position for each of the 3 most recent
fiscal years.

NOTES TO FINANCIAL STATEMENTS

Securities and Exchange Commission Regulations S-X
and S-K, Section 545 of Statement on Auditing Standards
No. 1, and SAS No. 32 state the need for adequate disclo-
sure in financial statements. Normally the financial
statements alone cannot present all information necessary
for adequate disclosure but must make reference to ap-
pended notes which disclose information 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.

Segment information.

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

1981 1980 1979 1978
General and direct refer-

ENCES viviiiiinnnnnns 292 302 341 343
General reference only...... 300 291 250 247
Direct reference only........ 5\ 4 6 7
No reference to notes....... 3 3 3 3

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

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 humber
of survey companies disclosing such information. Examples
of summaries of accounting policies follow.

TABLE 1-7: DISCLOSURE OF ACCOUNTING
POLICIES

Number of Companies
1981 1980 1979 1978

Depreciation methods ....... 587 594 595 589
Consolidation basis .......... 582 590 589 589
Inventory pricing............. 557 562 559 555
Interperiod tax allocation ... 525 538 541 544
Property ......ccovevneinienns 477 512 506 514
Earnings per share calcula-

HON .ovveinieiieiieenees 364 351 336 311
Employee benefits ........... 327 356 376 355
Amortization of intangibles . 287 300 304 309
Translation of foreign cur-

ENCY enininininiiiiinenns 200 164 188 213
Research and development

COSTS wovninieniiieneninens 147 160 173 N/C
Capitalization of inferest .... 106 92 49 N/C
Leasing transactions.......... 72 96 17 116

N/C—Not Compiled.
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COLUMBIA PICTURES INDUSTRIES, INC. (JUN)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note A—Summary of Significant Accounting Policies

Principles of Consolidation: The consolidated financial
statements include the accounts of the Company and its sub-
sidiaries operating in the United States and in foreign coun-
tries without exchange restrictions.

Foreign Currency: Foreign assets and liabilities are trans-
lated to their U.S. dollar equivalents based on rates of ex-
change prevailing at the end of each respective period except
for film inventories and fixed assets, which are translated at
rates prevailing at acquisition. Revenue and expense ac-
counts are translated at weighted average exchange rates
during the periods except for amortization of film inventory
and depreciation of fixed assets, which are based on the
historical dollar equivalents of therrelated assets. Aggregate
exchange gains and losses arising from the translation of
foreign assets and liabilities and from foreign currency trans-
actions are included in net income.

Recognition of Revenues: Revenues from theatrical exhib-
ition of feature films are recognized on the dates of exhibition.
Revenues from television licensing agreements are recog-
nized when each film is available for telecasting by the licen-
see. Long-term receivables and the related liabilities to partic-
ipants arising through such television licensing are recorded
at their present value.

Inventories

Film Costs: Production, print, pre-release and national ad-
vertising costs and related interest (beginning in 1980—see
Note F) are capitalized as incurred. The individual film fore-
cast method is used to amortize these costs based on the
revenues recognized in proportion to management’s esti-
mate of ultimate revenues to be received. Unamortized film
costs are compared with net realizable values on a film-by-
film basis and losses are provided when indicated. The costs
of cooperative and other forms of local advertising are
charged to expense as incurred.

\ . .
Guarantees of loans and certain other financing ar-
rangements with third parties made in connection with the
production of films are accounted for as loans of the Com-
pany.

The costs of feature films in release, feature films com-
pleted but not released, and television films are classified as
current assets to the extent such costs are expected to be
recovered through the respective primary markets. All other
costs relating to film production are classified as non-current
assets.

Amusement Games: Inventories of amusement games are
carried at the lower of cost (determined on a first-in, first-out
basis) or market.

Depreciation and Amortization of Fixed Assets: Deprecia-
tion and amortization are based on the straight-line method at
various rates related to the useful lives or, for leasehold im-
provements, over the term of the lease, if shorter.

Intangibles: The excess of cost over net assets of acquired
companies and the broadcasting licenses of three radio sta-
tions are being amortized on a straight-line basis over 40

years. Franchise rights are being amortized over their esti-
mated respective lives, which range from 1 to 12 years.

Income Per Share: Income per share of common stock is
computed by dividing net income by the weighted average
number of common and common share equivalents (options)
outstanding during the period (9,498,257 in fiscal 1981,
9,970,026 in fiscal 1980 and 9,734,017 in fiscal 1979).

Income per share, assuming full dilution is computed as
described above with the additional assumptions that com-
mon share equivalents are exercised at the higher of the
average or ending market price and that the Company’s con-
vertible subordinated debentures are converted into common
stock, resulting in the elimination of the related interest ex-
pense, net of income tax. The numbers of shares of common
and common share equivalents used in computing fully di-
luted income per share were 10,775,154 in fiscal 1981,
10,395,014 in fiscal 1980 and 10,213,520 in fiscal 1979.

Income Taxes: Income taxes are computed on financial
statement income with deferred taxes being recognized on
items of income or expense which enter into a different fiscal
period on a tax return basis. Investment tax credits are ac-
counted for under the flow-through method.

DPF INCORPORATED (MAY)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1—Summary of Significant Accounting Policies

The consolidated financial statements include the ac-
counts of the Company and its subsidiary. All significant in-
tercompany accounts and transactions have been elimi-
nated.

As is discussed later, the Company has discontinued its
computer leasing operations and will dispose of the assets
employed in that segment of its operations. Accordingly, the
accompanying financial statements are presented in a man-
ner that reflects results of operations, financial position and
changes in financial position for continuing operations
(primarily wholesale baking) separately from the discon-
tinued operations and the loss on disposal of assets em-
ployed in discontinued operations. Financial statements for
prior years have been restated to conform to this manner of
presentation.

Additionally, the presentations in the balance sheet and the
statement of changes in financial position have been
changed to present current assets and liabilities (working
capital) separately from nonworking capital items and to pre-
sent changes in working capital. These presentations are
preferable for a company whose principal business activity is
wholesale baking.

The following is a summary of significant accounting prin-
ciples for continuing operations.

Earnings Per Share

Primary per share amounts are based on the weighted
average number of shares of common stock outstanding
after consideration of dilutive stock options. Fully diluted
earnings per share for 1979 gives effect to the assumed con-
version of convertible debentures and the effect of dilutive
stock options. Fully diluted per share amounts for 1981 and
1980 did not differ from primary amounts.
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Income Taxes

Deferred income taxes are provided on timing differences
between financial and income tax reporting methods. In-
vestment tax credits are accounted for under the flow-
through method.

Depreciation of Property and Equipment

Property and equipment are recorded at cost except for
property held under capital leases, which is recorded at the
lesser of fair market value of the property and equipment at
date of lease or the net present value of minimum lease
commitments. Depreciation is computed generally on the
straight-line composite method by asset group by plant until
accumulated depreciation equals 50% of cost, and thereafter
on the double-declining method. For income tax purposes,
the Company utilizes accelerated depreciation methods for
certain assets. The estimated useful lives used in computing
depreciation of the principal assets are as follows:

Land improvements..............oveiiiiiiiiieiiiiiienneannas, 15-20 years
Building ....covviiiniiii 30-60 years
Plant equipment ...........ccoeiiuiiiiiiiiiiiieiiiie e, 4-18 years
Automotive equipment ............cceiiiiiiiiiiiiieinnennnnn. 4-10 years

For normal retirements, the cost of assets retired or other-
wise disposed of, less the proceeds from sale or salvage, is
charged to accumulated depreciation. Gain or loss is recog-
nized on unusual retirements and on the disposal of land and
buildings.

Inventories

Inventories are stated at the lower of cost or market.
Specific invoiced costs are used with respect to ingredients
such as flour and sugar and average costs are used for other
inventory items.

Capitalized Interest

During the year ended May 31, 1981, the Company began
capitalizing interest incurred during the construction phase of
significant property additions. Interest in the aggregate
amount of $384,000 was capitalized.

GIANT FOOD INC. (FEB)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1: Summary of Significant Accounting Policies

Consolidation: The consolidated financial statements in-
clude the accounts of Giant Food Inc. and its subsidiaries, all
wholly-owned. All significant intercompany accounts have
been eliminated.

Inventories: Inventories are valued at the lower of cost or
market. The last-in, first-out (LIFO) method is used for deter-
mining the cost of grocery, drug, cosmetic and nonfood in-
ventories. The first-in, first-out (FIFO) method is used for de-
termining the cost of other inventories, primarily perishable
items.

Real estate for future development: Real estate for future
development is stated at cost.

Property, plant and equipment and depreciation: Prop-
erty, plant and equipment are stated at cost. Depreciation for
financial reporting purposes is provided on the straight-line
method over the estimated useful lives of the assets; accel-
erated methods and lives are used for income tax reporting
purposes.

Property under capital leases: Property under capital
leases is recorded at the lower of the present value of the
minimum lease payments or the fair value of the leased
property at the inception of the lease. Amortization of the
leased property is computed using the straight-line method
over the term of the lease. Amortization of the leased prop-
erty is computed using the straight-line method over the term
of the lease.

Treasury stock: Treasury stock is stated at cost.

Interest expense: Beginning in 1981, interest cost incurred
in connection with construction in progress is being
capitalized in accordance with the provisions of Statement of
Financial Accounting Standards No. 34. No interest was
capitalized in earlier years and the financial statements of
those years have not been restated. -

Income taxes: The investment tax credit is accounted for
as a reduction of income tax expense in the year in which the
related asset is placed in service (flow-through method).

Pension costs: Pension plans covering all eligible execu-
tive and administrative personnel are being provided for in
amounts sufficient to cover both normal costs and the amorti-
zation of the initial actuarial liability over periods of up to forty
years. In addition, payments are made to industry retirement
plans for most of the other personnel.

Pre-opening costs: Costs associated with the opening of
new stores are expensed as incurred.

Income per common share: The Company has elected to
apply FASB Interpretation No. 31 “Treatment of Stock Com-
pensation Plans in EPS Computations” for the years sub-
sequent to February 24, 1979. Past experience indicates that
the majority of outstanding employee stock options will be
surrendered for Stock Appreciation Rights to be paid in cash;
therefore, the common stock reserved under such options
are not considered common stock equivalents. In prior years,
outstanding options had no material dilutive effect.

Income per common share is computed on the weighted
average number of common shares outstanding during each
year.

Business segments: Substantially all of the Company’'s
assets, revenue and operating income are employed in or
derived from combination retail food and drug business in the
United States.

HEUBLEIN, INC. (JUN)

SUMMARY OF ACCOUNTING POLICIES

Principles of Consolidation

The consolidated financial statements include the ac-
counts of the Company and its majority-owned subsidiaries.
The Company’s investments in affiliated companies (not
majority-owned) are accounted for on the equity basis, and
the Company’s operating results include its share of their net
income. All significant intercompany transactions are elimi-
nated in consolidation.

Inventories

Inventories are stated at lower of cost or market. Cost is
determined by specific lots, the first-in, first-out (FIFO)
method and, beginning in 1980, the last-in, first-out (LIFO)
method for certain domestic inventories (see Inventories
note).
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Bulk whiskey and wine in storage for aging over a number
of years are included in current assets in accordance with
industry practice.

Property, Plant and Equipment

Property, plant and equipment are carried at cost. Depre-
ciation and amortization are computed generally by the
straight-line method over the estimated useful lives of the
respective assets or the terms of the related leases. On sale
or retirement, the asset cost and related accumulated depre-
ciation are removed from the accounts, and any related gain
or loss is reflected in income.

Cost in Excess of Net Assets of Purchased
Businesses, Trademarks, Contracts and Franchises

Cost in excess of net assets of purchased businesses is
being amortized on a straight-line basis over periods ranging
from 5 to 40 years, except for $4,016,000 relating to an ac-
quisition prior to November 1, 1970 which is not being amor-
tized as, in the opinion of management, there has been no
diminution in value.

Trademarks, contracts and franchises are carried at cost
less amortization which is being provided on a straight-line
basis over periods ranging principally from 5 to 40 years.

Franchise and License Fees

Initial franchise fees are recorded as income on the date
the store is opened by the franchisee. Monthly fees from
franchisees and licensees are accrued as earned.

Taxes

Deferred income taxes result from timing differences be-
tween tax and financial recognition of income and expense.
The principal items causing timing differences are provisions
for losses on disposition of discontinued operations and ac-
celerated depreciation.

The investment tax credit is deducted from federal income
tax expense in the year in which the related asset is placed in
service.

United States and Canadian excise taxes constitute a lien
on in-bond inventories. Since these taxes are not payable
until withdrawal from bond, excise taxes have not been ac-
crued with respect to such inventories in accordance with
industry practice.

Pension Plans

The Company has non-contributory retirement plans which
cover substantially all full-time domestic employees except
certain employees covered by union pension plans. Under
collective bargaining agreements, the Company makes con-
tributions to various pension plans for certain union em-
ployees. Pension costs charged to current earnings include
charges for current service and amortization of prior service
costs over 30 years. The Company’s policy is to fund
amounts accrued.

Earnings Per Share

Primary earnings per share *are based on the weighted
average number of common and common equivalent shares
outstanding during each year. Fully diluted earnings per
share also include the effects of the remaining dilutive stock
options and convertible securities.

MANVILLE CORPORATION (DEC)

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1—Summary of Significant Accounting Policies

(a) Principles of Consolidation

The consolidated financial statements include the ac-
counts of the Company and all of its subsidiaries.

Investments in associated companies in which the Com-
pany’s voting stock interest is 50% or less and where it is
deemed that the Company’s ownership gives it significant
influence over operating and financial policies are recorded
on the equity basis. All other investments are carried at the
lower of cost or net realizable value.

(b) Inventories

Inventories are stated at the lower of cost, principally on
the last-in, first-out basis (LIFO), or market.

(c) Property, Plant and Equipment, and Depreciation

Gains and losses from the normal retirement or replace-
ment of property, plant and equipment are reflected in ac-
cumulated depreciation with no effect on current period earn-
ings. Gains and losses arising from abnormal dispositions
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