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INTRODUCTION 

This survey of the 1977 annual reports to shareholders and the 

replacement cost disclosures included in the 1977 Annual Reports to 

the Securities and Exchange Commission on Form 10-K for twenty-five 

companies in the forest products industry i s designed to a s s i s t our 

professional personnel in finding examples of accounting practices 

and disclosure techniques used by forest product companies. 

The twenty-five companies included in this survey were selected based 

on a composite evaluation of several general business and industry 

rankings of domestic companies in the forest products industry. 

Certain of the selected companies have s i g n i f i c a n t operations not 

only in the forest products industry but in other lines of business 

as well. 

The i l l u s t r a t i o n s shown herein do not necessarily represent authorita

t i v e support for the underlying accounting procedures or reporting 

practices, and their status must be considered in view of recent 

pronouncements and interpretations of the Financial Accounting Stand

ards Board, the Securities and Exchange Commission, and the American 

Institute of C e r t i f i e d Public Accountants which could affect the 

manner in which certain items are reflected or disclosed. 

Although this survey i s intended p r i n c i p a l l y for int e r n a l reference 

purposes by personnel of Deloitte Haskins & S e l l s , i t may be made 

available to persons outside the Firm having an interest in the 

accounting practices and reporting techniques of companies in the 

forest products industry. 

DELOITTE HASKINS & SELLS 

September 1978 
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SUMMARY OF ACCOUNTING POLICY DISCLOSURES 

ACCOUNTING PRINCIPLES BOARD OPINION NO. 22 
A c c o u n t i n g P r i n c i p l e s Board O p i n i o n No. 22 recommends t h a t a s e c t i o n 
e n t i t l e d "Summary o f S i g n i f i c a n t A c c o u n t i n g P o l i c i e s " , o r s i m i l a r 
t e r m i n o l o g y , be i n c l u d e d as an i n t e g r a l p a r t o f the f i n a n c i a l s t a t e 
ments. The Board suggested d i s c l o s i n g t h i s s e c t i o n p r e c e d i n g the 
no t e s t o the f i n a n c i a l s t a t e m e n t s or as the i n i t i a l n o t e . 

DISCLOSURE FORMAT 

The f o l l o w i n g summarizes the p r e s e n t a t i o n s shown i n the annual 
r e p o r t s o f the companies i n c l u d e d i n the s u r v e y : 

Number o f 
Companies 

1977 1976 

Summary precedes the notes 5 7 
Summary i s the i n i t i a l note 20 18 

ACCOUNTING POLICIES DISCLOSED 

The d e t e r m i n a t i o n as t o what a c c o u n t i n g p o l i c i e s a r e t o be d i s c l o s e d 
w i l l depend p r i m a r i l y on the i n d i v i d u a l s i g n i f i c a n c e o f such p o l i c y 
as i t r e l a t e s t o the f i n a n c i a l p o s i t i o n o f the company. 

The f o l l o w i n g a c c o u n t i n g p o l i c i e s were d i s c l o s e d by the t w e n t y - f i v e 
companies who p r e s e n t e d a "Summary o f S i g n i f i c a n t A c c o u n t i n g P o l i 
c i e s " : 

Number o f Companies 
S p e c i f i c 

T i t l e P o l i c y 
A c c o u n t i n g P o l i c y Used D i s c l o s e d 

A c q u i s i t i o n s and d i s p o s i t i o n s o f p r o p e r t y 2 18 
A d v e r t i s i n g and promotion 1 1 
A m o r t i z a t i o n o f l e a s e h o l d improvements - 3 
A u d i t Committee 1 1 
B u s i n e s s segments 1 1 
C a p i t a l g a i n s 1 2 
C a p i t a l i z e d i n t e r e s t on funds borrowed f o r 

major a s s e t c o n s t r u c t i o n 3 9 
C o n s o l i d a t i o n 21 25 
D e f e r r e d charges 2 4 
D e p r e c i a t i o n , d e p l e t i o n , a m o r t i z a t i o n , c o s t 

o f t i m b e r h a r v e s t e d and/or stumpage......... 9 23 
E a r n i n g s per share 17 17 
F o r e i g n c u r r e n c y t r a n s l a t i o n 4 6 
G a i n and l o s s on f o r w a r d exchange c o n t r a c t s . . . - 1 
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ACCOUNTING POLICIES DISCLOSED - (Continued) 

Number o f Companies 
S p e c i f i c 

T i t l e P o l i c y 
Used D i s c l o s e d 

G o o d w i l l o r i n t a n g i b l e s 4 11 
Income t a x e s 19 20 
I n v e n t o r i e s 22 23 
Investments 4 14 
Investment c r e d i t 2 21 
Leases - 4 
P e n s i o n s , r e t i r e m e n t and/or p r o f i t s h a r i n g 

p l a n s 13 14 
P r o p e r t y , p l a n t and equipment 16 20 
Replacement c o s t 1 
Research and development 6 7 
S t a r t - u p and/or p r e - o p e r a t i n g expenses 4 10 
S t o c k o p t i o n s and w a r r a n t s 1 2 
Timber and t i m b e r l a n d s 6 16 

SCOTT PAPER COMPANY 

Except f o r i t s p r i n c i p l e s o f c o n s o l i d a t i o n , S c o t t Paper Company d i d 
not p r e s e n t i t s a c c o u n t i n g p o l i c i e s t o g e t h e r as a group but r a t h e r 
i n c l u d e d i t s p o l i c i e s t hroughout the f i n a n c i a l r e v i e w s e c t i o n o f i t s 
Annual R e p o r t . The f o l l o w i n g d i s c l o s u r e was made by S c o t t under 
t h e h e a d i n g o f " A c c o u n t i n g P o l i c i e s " : 

A c c o u n t i n g P o l i c i e s 

PRINCIPLES OF CONSOLIDATION: The c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s 
i n c l u d e the a c c o u n t s o f a l l wholly-owned domest i c and Canadian sub
s i d i a r i e s and S c o t t ' s share o f the e a r n i n g s o f a f f i l i a t e s . These 
companies, i n c l u d i n g S c o t t ' s p e r c e n t a g e o f ownership, a r e l i s t e d on 
page 32 o f t h i s r e p o r t . 

S c o t t uses the e q u i t y method o f a c c o u n t i n g f o r i t s i n v e s t m e n t s i n 
a f f i l i a t e s . Under t h i s method, as i n v e s t m e n t s a r e made i n a f f i l i 
a t e s , t h e y a r e r e c o r d e d a t c o s t and s u b s e q u e n t l y a d j u s t e d each 
p e r i o d t o r e c o g n i z e S c o t t ' s s h a r e o f the u n d i s t r i b u t e d e a r n i n g s o f 
each a f f i l i a t e . S c o t t ' s net inv e s t m e n t i n a f f i l i a t e s i s shown as 
a s e p a r a t e i t e m on the b a l a n c e sheet and i s shown i n d e t a i l on 
page 25. 

OTHER ACCOUNTING POLICIES: Other s i g n i f i c a n t a c c o u n t i n g p o l i c i e s 
a r e i n c l u d e d i n the s e c t i o n o f the F i n a n c i a l Review t o which they 
a p p l y . These i n c l u d e S c o t t ' s a c c o u n t i n g p o l i c i e s f o r t a x e s on 
income, l e a s e s , p e n s i o n p l a n s , i n v e n t o r i e s , c a p i t a l e x p e n d i t u r e s , 
d e p r e c i a t i o n , c o s t o f t i m b e r h a r v e s t e d and a m o r t i z a t i o n . 

- 5 -



CHANGES IN ACCOUNTING PRINCIPLES: In 1977, the Company changed i t s 
methods o f a c c o u n t i n g f o r inv e s t m e n t tax c r e d i t s and f o r c a p i t a l 
l e a s e s . A d e s c r i p t i o n o f these changes can be found i n the sec
t i o n s o f the F i n a n c i a l Review r e l a t i n g to D e f e r r e d Income Taxes and 
Investment C r e d i t s and Le a s e s . 

* * * * * 

E x c e r p t s o f o t h e r a c c o u n t i n g p o l i c y d i s c l o s u r e s a r e g i v e n i n o t h e r 
s e c t i o n s o f t h i s s u r v e y . 

- 6 -



CONSOLIDATION 

DISCLOSURE OF CONSOLIDATION POLICY 

A l l o f the companies i n t h e s u r v e y d e s c r i b e d t h e i r c o n s o l i d a t i o n 
p o l i c y i n the "Summary o f S i g n i f i c a n t A c c o u n t i n g P o l i c i e s " s e c t i o n . 

OPERATIONS NOT CONSOLIDATED 

G e n e r a l l y the companies c o n s o l i d a t e d a l l o f t h e i r s i g n i f i c a n t , 
m a j o r i t y - o w n e d s u b s i d i a r i e s e x c e p t t h a t c e r t a i n companies d i d not 
c o n s o l i d a t e : 

(a) C e r t a i n f o r e i g n o p e r a t i o n s 

Union Camp C o r p o r a t i o n 

(b) C o n s t r u c t i o n o p e r a t i o n s 

Weyerhaeuser Company 

(c) F i n a n c i a l o p e r a t i o n s 

The C o n t i n e n t a l Group, I n c . 
I n t e r n a t i o n a l Paper Company 
Weyerhaeuser Company 

(d) R e a l e s t a t e o r l a n d development o p e r a t i o n s 

Champion I n t e r n a t i o n a l C o r p o r a t i o n 
F i b r e b o a r d C o r p o r a t i o n 
I n t e r n a t i o n a l Paper Company 
P o t l a t c h C o r p o r a t i o n 
Weyerhaeuser Company 
Union Camp C o r p o r a t i o n 

(e) S h o r t l i n e r a i l r o a d s 

O l i n k r a f t , I n c . 

Three companies s t a t e d t h a t f o r e i g n s u b s i d i a r i e s ' f i n a n c i a l s t a t e 
ments a r e c o n s o l i d a t e d o r f o r e i g n i n v e s t m e n t s a r e accounted f o r by 
th e e q u i t y method as o f a date o t h e r than t h e p a r e n t company's 
year-end: 

One-month l a g f o r i n t e r n a t i o n a l a f f i l i a t e s 

. S c o t t Paper Company 

One-month l a g f o r c e r t a i n s u b s i d i a r i e s 

. Champion I n t e r n a t i o n a l C o r p o r a t i o n 

. O l i n k r a f t , I n c . 
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The f o l l o w i n g a r e e x c e r p t s o f c o n s o l i d a t i o n p o l i c i e s d i s c l o s e d by 
s e l e c t e d companies i n t h e i r Notes t o F i n a n c i a l Statements: 

KIMBERLY-CLARK CORPORATION 

BASIS OF PRESENTATION. The c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s 
i n c l u d e the a c c o u n t s o f K i m b e r l y - C l a r k C o r p o r a t i o n ( P a r e n t Company) 
and a l l s i g n i f i c a n t s u b s i d i a r i e s more than 50 p e r c e n t owned and 
c o n t r o l l e d by K i m b e r l y - C l a r k C o r p o r a t i o n . These s u b s i d i a r i e s a r e 
r e f e r r e d t o as c o n s o l i d a t e d s u b s i d i a r i e s . 

K i m b e r l y - C l a r k C o r p o r a t i o n uses the e q u i t y method o f a c c o u n t i n g w i t h 
r e s p e c t t o s i g n i f i c a n t companies whose o p e r a t i n g and f i n a n c i a l p o l i 
c i e s are s i g n i f i c a n t l y i n f l u e n c e d by K i m b e r l y - C l a r k C o r p o r a t i o n , but 
o n l y i f such companies a r e a t l e a s t 20 p e r c e n t owned and a r e not con
s o l i d a t e d s u b s i d i a r i e s . These companies a re r e f e r r e d t o as e q u i t y 
companies. The c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s i n c l u d e K i m b e r l y -
C l a r k C o r p o r a t i o n ' s share o f net income o f e q u i t y companies. I n v e s t 
ments i n such companies a r e s t a t e d on the e q u i t y b a s i s . 

K i m b e r l y - C l a r k C o r p o r a t i o n ' s i n v e s t m e n t i n companies which a r e n e i t h e r 
c o n s o l i d a t e d s u b s i d i a r i e s nor e q u i t y companies a r e s t a t e d a t c o s t 
and i n c l u d e d i n o t h e r a s s e t s . Income from t h e s e companies i s i n c l u 
ded i n c o n s o l i d a t e d net income o n l y as d i v i d e n d s a r e r e c e i v e d . 

OLINKRAFT, INC. 

PRINCIPLES OF CONSOLIDATION. The c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s 
i n c l u d e a l l domestic and f o r e i g n s u b s i d i a r i e s except two s h o r t l i n e 
r a i l r o a d s c a r r i e d a t e q u i t y . The a c c o u n t s o f s u b s i d i a r i e s o u t s i d e 
t h e U n i t e d S t a t e s have been c o n s o l i d a t e d based on f i s c a l y e a r s end
i n g i n November. A l l s i g n i f i c a n t intercompany b a l a n c e s and t r a n s 
a c t i o n s have been e l i m i n a t e d i n c o n s o l i d a t i o n . 

ST. REGIS PAPER COMPANY 

CONSOLIDATION. The c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s i n c l u d e the 
a c c o u n t s o f S t . R e g i s Paper Company and a l l s i g n i f i c a n t m a j o r i t y -
owned s u b s i d i a r i e s . P r i o r y e a r s ' f i n a n c i a l s t a t e m e n t s have been 
r e s t a t e d f o r the a c q u i s i t i o n o f S o u t h l a n d Paper M i l l s , I n c . , t r e a t e d 
as a p o o l i n g o f i n t e r e s t s . The c o n s o l i d a t e d s t a t e m e n t s r e f l e c t t h e 
e l i m i n a t i o n o f intercompany i t e m s . 

WILLAMETTE INDUSTRIES, INC. 

PRINCIPLES OF CONSOLIDATION. The c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s 
i n c l u d e the a c c o u n t s o f a l l m a jority-owned s u b s i d i a r i e s , and a l l 
m a t e r i a l intercompany b a l a n c e s and t r a n s a c t i o n s have been e l i m i n a t e d 
upon c o n s o l i d a t i o n . 
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Investments i n 50%-owned companies a r e accounted f o r on the e q u i t y 
method o f a c c o u n t i n g and a r e i n c l u d e d i n the c o n s o l i d a t e d b a l a n c e 
s h e e t s a t the e q u i t y i n u n d e r l y i n g net a s s e t s o f those companies. 
The a s s e t s o f B r o o k s - W i l l a m e t t e C o r p o r a t i o n which was 50%-owned, were 
d i v i d e d between the s t o c k h o l d e r s on March 31, 1977. The Company 
a c q u i r e d the p a r t i c l e - b o a r d o p e r a t i o n a t Bend, Oregon and Mobol P r o 
d u c t s , I n c . i n W i l s o n v i l l e , Oregon. The o t h e r s t o c k h o l d e r a c q u i r e d 
t h e lumber and plywood m a n u f a c t u r i n g f a c i l i t y a t Redmond, Oregon. 
The r e m a i n i n g 50% i n t e r e s t i n WesCor C o r p o r a t i o n was a c q u i r e d i n t h e 
a c q u i s i t i o n o f Corco, I n c . on May 27, 1977 w i t h the i s s u a n c e o f 
522,934 sha r e s o f the Company's common s t o c k . In a d d i t i o n t o the 
i n v e s t m e n t i n WesCor C o r p o r a t i o n , Corco, I n c . o p e r a t e d f i v e c o r r u 
g a t e d c o n t a i n e r p l a n t s i n Ohio, West V i r g i n i a , Kentucky, I n d i a n a and 
M i c h i g a n . 

The d i v i s i o n o f the a s s e t s o f B r o o k s - W i l l a m e t t e C o r p o r a t i o n , and t h e 
a c q u i s i t i o n o f Corco, I n c . were accounted f o r on the purchase b a s i s 
o f a c c o u n t i n g , and the e a r n i n g s t h e r e f r o m have been i n c l u d e d i n t h e 
accompanying statement of e a r n i n g s s i n c e t h e i r r e s p e c t i v e dates o f 
a c q u i s i t i o n . Proforma r e s u l t s f o r the e n t i r e y e a r w i t h c o m p a r a t i v e 
f i g u r e s f o r 1976, as i f the companies had been combined d u r i n g t h e s e 
p e r i o d s , would not show s i g n i f i c a n t d i f f e r e n c e s . 
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FOREIGN CURRENCY TRANSLATION 

TRANSLATION POLICY DISCLOSURE 
S i x o f the t w e n t y - f i v e companies i n c l u d e d i n the sur v e y c o n t i n u e d to 
d i s c l o s e t h e i r f o r e i g n c u r r e n c y t r a n s l a t i o n p o l i c i e s even though FASB 
Statement No. 8 e s t a b l i s h e d u n i f o r m s t a n d a r d s f o r t r a n s l a t i o n o f 
f o r e i g n c u r r e n c y t r a n s a c t i o n s and f o r e i g n c u r r e n c y f i n a n c i a l s t a t e m e n t s . 
T h i s r e p r e s e n t e d a r e d u c t i o n o f one company as compared t o the p r i o r 
y e a r r e p o r t d i s c l o s u r e s . 

EXCHANGE RATES USED 

The exchange r a t e s used t o t r a n s l a t e revenue and expense acco u n t s by 
the s i x companies t h a t d i s c l o s e d t h e i r f o r e i g n c u r r e n c y t r a n s l a t i o n 
p o l i c i e s a r e as f o l l o w s : 

Number o f 
Companies 

Average of r a t e s i n e f f e c t d u r i n g the year 5 
Rates i n e f f e c t d u r i n g each month 1 

A l l s i x companies i n d i c a t e d t h a t income and expenses r e l a t i n g t o 
a s s e t s and l i a b i l i t i e s c o n v e r t e d a t h i s t o r i c a l r a t e s o f exchange were 
a l s o c o n v e r t e d a t such r a t e s . 

DISCLOSURE OF EXCHANGE GAINS AND LOSSES  
INCLUDED IN DETERMINING INCOME 

F o r e i g n exchange g a i n s and l o s s e s i n c l u d e d i n net e a r n i n g s were d i s 
c l o s e d by the f o l l o w i n g seven companies i n a f o o t n o t e o t h e r than the 
"Summary of S i g n i f i c a n t A c c o u n t i n g P o l i c i e s " : 

Champion I n t e r n a t i o n a l 
Crown Z e l l e r b a c h C o r p o r a t i o n 
I n t e r n a t i o n a l Paper Company 
K i m b e r l y - C l a r k C o r p o r a t i o n 
S t . Regis Paper Company 
S c o t t Paper Company 
Westvaco C o r p o r a t i o n 

* * * * * 
Some e x c e r p t s of p o l i c i e s d i s c l o s e d r e l a t i n g t o the t r a n s l a t i o n o f 
f o r e i g n c u r r e n c y f i n a n c i a l s tatements f o l l o w : 
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DIAMOND INTERNATIONAL CORPORATION 

A c c o u n t i n g P o l i c y 

A c counts of f o r e i g n s u b s i d i a r i e s have been t r a n s l a t e d i n t o U.S. d o l l a r s 
a t approximate year-end exchange r a t e s f o r c u r r e n t a s s e t s ( e x c l u d i n g 
i n v e n t o r i e s ) , c u r r e n t l i a b i l i t i e s and l o n g - t e r m debt; a t h i s t o r i c a l 
exchange r a t e s f o r i n v e n t o r i e s , d e p r e c i a t i o n and n o n c u r r e n t a s s e t s ; 
and a t average exchange r a t e s d u r i n g the year f o r income and expenses 
( e x c l u d i n g i n v e n t o r i e s and d e p r e c i a t i o n ) . T r a n s l a t i o n g a i n s and 
l o s s e s (which have not been m a t e r i a l ) are charged or c r e d i t e d t o income 
c u r r e n t l y . 

KIMBERLY-CLARK CORPORATION  

A c c o u n t i n g P o l i c y 

CURRENCY TRANSLATION. M a r k e t a b l e e q u i t y s e c u r i t i e s ; p r o p e r t y , p l a n t 
and equipment; o t h e r a s s e t s and d e f e r r e d income t a x e s o f o p e r a t i o n s 
o u t s i d e the U.S. are t r a n s l a t e d i n t o U.S. d o l l a r s a t r a t e s o f exchange 
i n e f f e c t when a c q u i r e d . I n v e n t o r i e s a r e t r a n s l a t e d and v a l u e d so as 
t o r e f l e c t the lower o f c o s t or market i n U.S. d o l l a r s . A l l o t h e r 
a s s e t s and l i a b i l i t i e s are t r a n s l a t e d a t r a t e s o f exchange i n e f f e c t 
a t t he c l o s e of the p e r i o d . Income and expense accounts are t r a n s 
l a t e d a t r a t e s of exchange i n e f f e c t each month, except t h a t income 
and expense a c c o u n t s which r e l a t e t o a s s e t s and l i a b i l i t i e s t r a n s l a t e d 
a t h i s t o r i c a l r a t e s are t r a n s l a t e d on the same b a s i s as the r e l a t e d 
a s s e t s and l i a b i l i t i e s . 

G a i n s and l o s s e s on f o r w a r d exchange c o n t r a c t s used as hedges a g a i n s t 
p u rchase or s a l e commitments are d e f e r r e d u n t i l the c o n t r a c t s a r e 
completed. Other exchange g a i n s and l o s s e s a r e i n c l u d e d i n the d e t e r 
m i n a t i o n of income f o r the p e r i o d i n which the t r a n s l a t i o n r a t e s 
changed. 

Curr e n c y T r a n s l a t i o n F o o t note 

Exchange l o s s e s reduced c o n s o l i d a t e d net income $4.6 m i l l i o n and $1.2 
m i l l i o n i n 1977 and 1976, r e s p e c t i v e l y . These l o s s e s r e f l e c t the 
e f f e c t o f changes i n c u r r e n c y exchange r a t e s on the t r a n s l a t i o n o f 
b a l a n c e s h e e t s o f c o n s o l i d a t e d s u b s i d i a r i e s and e q u i t y companies. 
They a l s o r e f l e c t the impact o f r a t e changes on the s e t t l e m e n t o f com
mitments and r e c e i v a b l e s which a r e denominated i n c u r r e n c i e s o t h e r 
t h a n t h a t of the c o u n t r y i n which an o p e r a t i o n i s l o c a t e d . 

SCOTT PAPER COMPANY 

I n t e r n a t i o n a l A f f i l i a t e E a r n i n g s F o o t n o t e 

S c o t t ' s share o f the e a r n i n g s o f i t s I n t e r n a t i o n a l A f f i l i a t e s f o r 1977 
was $14,994,000, an i n c r e a s e o f $10,159,000. Changes i n f o r e i g n c u r 
r e n c y r e l a t i o n s h i p s , which had a major n e g a t i v e e f f e c t on 1976 e a r n i n g s 

- 11 -



had o n l y a minor impact on 1977 r e s u l t s . I n 1976, e a r n i n g s i n c l u d e d 
exchange g a i n s of $5,921,000 from the t r a n s l a t i o n o f f o r e i g n c u r r e n c y 
f i n a n c i a l s t a t e m e n t s and a l o s s o f $8,925,000 caused by consuming 
h i g h e r v a l u e d i n v e n t o r i e s t r a n s l a t e d a t p r i o r exchange r a t e s . In 
1977, t h e r e was an exchange l o s s o f $780,000 w h i l e the e f f e c t on 
i n v e n t o r i e s was a g a i n of $61,000. The e a r n i n g s by g e o g r a p h i c r e g i o n 
a r e shown below. 

(Thousands) 

E a r n i n g s 
B e f o r e 

Exchange 
Exchange 

Adjustment 
T o t a l 

E a r n i n g s 

$ 5,991 
6,379 
1,863 
1,541 

$(1,085) 
(2,114) 
1,504 

915 

$ 4,906 
4,265 
3,367 
2,456 

$15,774 $ (780) $14,994 

1976 
E a r n i n g s 
B e f o r e 

Exchange 
Exchange 

Adjustment 
T o t a l 

E a r n i n g s 

.. $(5,297) 
3,722 

(2,013) 
2,502 

$3,966 
1,460 

125 
370 

$(1,331) 
5,182 

(1,888) 
2,872 

$(1,086) $5,921 $ 4,835 

European a f f i l i a t e s r e c o r d e d the most s i g n i f i c a n t improvement over 
1976 due p r i n c i p a l l y t o h i g h e r s a l e s volume and m a n u f a c t u r i n g c o s t 
g a i n s by a f f i l i a t e s i n Belgium and F r a n c e . Exchange l o s s e s i n the 
F a r E a s t were a r e s u l t o f the s t r e n g t h e n i n g i n 1977 o f both the 
A u s t r a l i a n d o l l a r and the Japanese yen r e l a t i v e t o the U.S. d o l l a r . 
The improvement i n L a t i n America was p r i m a r i l y i n Mexico. The 
d e v a l u a t i o n o f the Mexican peso was the major f a c t o r i n the n e g a t i v e 
performance i n 1976 w h i l e s u b s t a n t i a l g a i n s i n o p e r a t i o n s marked 1977 
performance. 

ST. REGIS PAPER COMPANY  

F o r e i g n A c t i v i t i e s F o o t n o t e 

Foreign-exchange l o s s e s r e s u l t i n g from t r a n s l a t i o n o f f o r e i g n - c u r r e n c y 
t r a n s a c t i o n s and f o r e i g n - c u r r e n c y f i n a n c i a l s t a t e m e n t s i n t o U.S. d o l l a r 
e q u i v a l e n t s amounted t o $2,800,000 i n 1977 and $3,400,000 i n 1976, 
i n c l u d i n g f o r e i g n - e x c h a n g e g a i n s o f $3,000,000 i n 1977 and $800,000 i n 
1976 r e l a t e d t o n o n - c o n s o l i d a t e d a f f i l i a t e s c a r r i e d a t c o s t p l u s 
e q u i t y i n u n d i s t r i b u t e d e a r n i n g s . 
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INVENTORIES 

A c c o u n t i n g Research Study No. 13, "The A c c o u n t i n g B a s i s o f Inven
t o r i e s " , and A c c o u n t i n g P r i n c i p l e s Board O p i n i o n No. 22, " D i s c l o s u r e o f 
A c c o u n t i n g P o l i c i e s " , s e t f o r t h recommended d i s c l o s u r e s f o r the r e p o r t 
i n g o f i n v e n t o r i e s . Such recommendations i n c l u d e t he a c c o u n t i n g b a s i s 
f o r i n v e n t o r i e s , the i n v e n t o r y c o s t i n g method used, and d i s c l o s u r e o f 
the e f f e c t o f u s i n g LIFO ( i f u s e d ) . 

INVENTORY VALUATION AND COSTING METHOD DISCLOSURES 

A l l companies i n c l u d e d i n the s u r v e y v a l u e d t h e i r i n v e n t o r i e s a t the 
lo w e r o f c o s t o r market. 

Only one o f the companies d i s c l o s e d a l i q u i d a t i o n o f a p o r t i o n o f t h e i r 
LIFO i n v e n t o r i e s which r e s u l t e d i n an i n c r e a s e i n net income. 

Twenty-one companies d i s c l o s e d t he use o f the l a s t - i n , f i r s t - o u t 
(LIFO) method o f c o s t i n g i n v e n t o r i e s f o r a t l e a s t a p a r t o f t h e i r 
i n v e n t o r i e s . 

The p r i n c i p a l i n v e n t o r y c o s t i n g methods used and d i s c l o s e d by companies 
i n t h e i r 1977 and 1976 r e p o r t s a r e summarized as f o l l o w s : 

RAW WORK IN FINISHED PULP & 
MATERIALS PROCESS GOODS PULPWOOD 

COSTING METHOD 1977 1976 1977 1976 1977 1976 1977 1976 

(Number o f companies) 
F i r s t - i n , f i r s t - o u t 

1 — 1 — 1 — — — 

L a s t - i n , f i r s t - o u t (LIFO) 10 10 9 9 9 9 11 11 
7 4 3 3 6 3 5 3 
— - 1 1 1 1 1 -

Combination o f two or 
7 11 10 12 8 12 8 10 
— — 1 - - — - 1 
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DISCLOSURE OF THE EFFECT OF APPLYING ALTERNATIVE METHODS  
OF INVENTORY COSTING TO LIFO INVENTORIES 

The e f f e c t o f a p p l y i n g an a l t e r n a t i v e method o f i n v e n t o r y c o s t i n g t o 
the LIFO p o r t i o n o f i n v e n t o r i e s was d i s c l o s e d by twenty-one companies 
as summarized below: 

1977 YEAR END 1976 YEAR END 
INVENTORY INVENTORY 

WOULD INCREASE WOULD INCREASE 
BY BY 

LIFO PER- PER-
PORTION OF CENT- CENT-

ALTERNATIVE METHOD INVENTORY AMOUNT AGE AMOUNT AGE 
(000's (000's 

o m i t t e d ) o m i t t e d ) 
FIFO A l t e r n a t i v e 

I n t e r n a t i o n a l Paper 
Company Raw m a t e r i a l s , p u l p 

and paper p r o 
d u c t s , lumber and 
c e r t a i n o p e r a t i n g 
s u p p l i e s $113,000 31.0% $108,000 31.1% 

O l i n k r a f t , I nc 51% f o r 1977 and 
57% f o r 1976 o f 
t o t a l i n v e n t o r i e s 9,561 21.5 6,221 14.0 

Union Camp Co r p o r a 
t i o n F i n i s h e d goods and 

raw m a t e r i a l s 30,066 26.3 25,960 22.4 

Weyerhaeuser Company. S u b s t a n t i a l l y a l l 
d o m e s t i c raw 
m a t e r i a l s , work 
i n p r o c e s s and 
f i n i s h e d goods 
i n v e n t o r i e s 116,002 29.1 84,081 21.2 

Replacement Cost 
A l t e r n a t i v e 

Chesapeake C o r p o r a 
t i o n A l l s i g n i f i c a n t 

p r o d u c t and 
m a n u f a c t u r i n g 
m a t e r i a l s 
( a p p r o x i m a t e l y 
48% f o r 1977 and 
52% f o r 1976) 1,286 7.7 1,589 10.3 

Crown Z e l l e r b a c h 
C o r p o r a t i o n Domestic d i s t r i b u 

t i o n i n v e n t o r i e s 14,034 4.5 11,966 4.1 
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ALTERNATIVE METHOD 

LIFO 
PORTION OF 
INVENTORY 

Replacement Cost  
A l t e r n a t i v e -
(Con t i n u e d ) 

Diamond I n t e r n a t i o n a l 
C o r p o r a t i o n A p p r o x i m a t e l y 35% 

f o r 1977 and 40% 
f o r 1976 o f the 
c o s t v a l u a t i o n o f 
domestic i n v e n 
t o r i e s 

G reat N o r t h e r n 
Nekoosa C o r p o r a t i o n S u b s t a n t i a l l y a l l 

e l i g i b l e i n v e n 
t o r i e s 

Hammermill Paper 
Company A p p r o x i m a t e l y 55% 

f o r 1977 and 60% 
f o r 1976 o f 
t o t a l i n v e n t o r i e s 

K i m b e r l y - C l a r k Cor
p o r a t i o n N e a r l y a l l U.S. 

i n v e n t o r i e s which 
q u a l i f y t o be 
v a l u e d a t c o s t 
( a p p r o x i m a t e l y 
33% f o r 1977 and 
35% f o r 1976) 

The Mead C o r p o r a t i o n . F i n i s h e d and semi
f i n i s h e d p r o 
d u c t s , and raw 
m a t e r i a l s 

P o t l a t c h C o r p o r a t i o n . Most s o l i d wood 
p r o d u c t s 
( a p p r o x i m a t e l y 
19% f o r 1977 and 
29% f o r 1976) 

S c o t t Paper Company.. S u b s t a n t i a l l y a l l 
i n v e n t o r i e s 

1977 YEAR END 
INVENTORY 

WOULD INCREASE 
......BY...... 

PER-
CENT-

AMOUNT AGE 
(000's 

o m i t t e d ) 

1976 YEAR END 
INVENTORY 

WOULD INCREASE 

PER-
CENT-

AMOUNT AGE 
(000's 

o m i t t e d ) 

$ 31,263 22.7% $ 25,617 20.2% 

26,400 27.7 24,900 25.7 

31,650 30.5 28,094 30.1 

54,000 20.4 53,000 21.4 

92,318 41.1 80,681 53.6 

23,090 29.4 19,279 23.3 

57,300 31.7 47,942 29.1 
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ALTERNATIVE METHOD 

LIFO 
PORTION OF 
INVENTORY 

Replacement Cost  
A l t e r n a t i v e -
(Co n t i n u e d ) 

The C o n t i n e n t a l 
Group, Inc A l l i n v e n t o r i e s 

Westvaco C o r p o r a t i o n . Raw m a t e r i a l s , 
f i n i s h e d goods 
and c e r t a i n 
p r o d u c t i o n 
m a t e r i a l s 

Average Cost  
A l t e r n a t i v e 

Champion I n t e r 
n a t i o n a l 24% f o r 1977 and 

14% f o r 1976 a t 
LIFO 

C o n s o l i d a t e d P a p e r s , 
Inc Pulpwood i n v e n 

t o r i e s ( a p p r o x i 
m a t e l y 9% f o r 
1977 and 1976) 

G e o r g i a - P a c i f i c 
C o r p o r a t i o n M a j o r i t y o f i n v e n 

t o r i e s a t manu
f a c t u r i n g f a c i l i 
t i e s ( a p p r o x i 
m a t e l y 35% f o r 
1977 and 36% f o r 
1976) 

L o u i s i a n a - P a c i f i c 
C o r p o r a t i o n A l l i n v e n t o r i e s 

1977 YEAR END 1976 YEAR END 
INVENTORY INVENTORY 

WOULD INCREASE WOULD INCREASE 
BY BY 

PER- PER
CENT- CENT-

AMOUNT AGE AMOUNT AGE 
(000's 

o m i t t e d ) 
(000's 

o m i t t e d ) 

$298,000 64.9% $239,000 61.5% 

36,641 28.5 32,515 27.8 

60,718 15.1 33,690 8.0 

2,008 5.1 

40,000 8.9 

43,860 33.8 

1,849 4.7 

33,500 7.9 

3 2 , 3 6 0 2 6 . 3 
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ALTERNATIVE METHOD 

Average Cost  
A l t e r n a t i v e -
(Continued) 

LIFO 
PORTION OF 
INVENTORY 

1977 YEAR END 1976 YEAR END 
INVENTORY INVENTORY 

WOULD INCREASE WOULD INCREASE 
BY BY 

AMOUNT 
(000's 

omitted) 

PER
CENT
AGE AMOUNT 

(000's 
omitted) 

PER
CENT
AGE 

S t . Regis Paper 
Company Domestic pulp, 

paper and paper-
board inven
t o r i e s $ 11,000 4.5% $ 12,000 5.9% 

Willamet t e Indus
t r i e s , Inc A l l major c l a s s e s 

o f i n v e n t o r y 
(approximately 
82% f o r 1977 and 
86% f o r 1976) 22,758 42.4 19,805 40.6 

The f o l l o w i n g are excerpts of i n v e n t o r y d i s c l o s u r e s made by c e r t a i n of 
the companies i n c l u d e d i n the survey: 

DIAMOND INTERNATIONAL CORPORATION  

I n v e n t o r i e s Footnote 

I n v e n t o r i e s , c l a s s i f i e d by l i n e s of business adopted f o r r e p o r t i n g i n 
1977, c o n s i s t e d o f the f o l l o w i n g ( i n thousands of d o l l a r s ) : 

December 31, 
1977 1976 

$ 15,633 $ 18,345 
24,462 17,914 
44,805 40,455 
23,421 20,473 
15,578 16,420 
13,892 13,217 

T o t a l $137,791 $126,824 

Lumber 
R e t a i l 
Packaging 
Pulp and Paper. 
S p e c i a l t y P r i n t i n g , 
Other 
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S i n c e a s i g n i f i c a n t p o r t i o n o f the i n v e n t o r y v a l u a t i o n i s determined 
under LIFO u s i n g the d o l l a r v a l u e method f o r n a t u r a l b u s i n e s s u n i t 
p o o l s , i t i s i m p r a c t i c a b l e t o s e p a r a t e i n v e n t o r i e s i n t o t he f i n i s h e d 
goods, work i n p r o c e s s and raw m a t e r i a l s components. 

I f a l l i n v e n t o r i e s v a l u e d on the LIFO b a s i s were v a l u e d a t c u r r e n t 
c o s t s , i n v e n t o r i e s would be $31,263,000 and $25,617,000 g r e a t e r a t 
December 31, 1977 and 1976, r e s p e c t i v e l y . 

HAMMERMILL PAPER COMPANY  

I n v e n t o r i e s F o o t n o t e 

I n v e n t o r i e s are v a l u e d a t the lower o f c o s t or market. Cost i s 
determined as f o l l o w s : 

1977 1976 

(Thousands o f 
d o l l a r s ) 

C u r r e n t c o s t of LIFO c l a s s e s $ 88,433 $83,168 
Le s s excess o f c u r r e n t c o s t over LIFO 

i n v e n t o r y v a l u e 31,650 28,094 
56,783 55,074 

Average c u r r e n t c o s t and o t h e r 46, 852 38,190 

$103,635 $93,264 

POTLATCH CORPORATION  

I n v e n t o r i e s F o o t n o t e 

I n v e n t o r y components are v a l u e d a t the b a l a n c e sheet d a t e s as f o l l o w s : 

1977 1976 

Logs, pulpwood, c h i p s , and sawdust. $10,698,577 $20,483,862 
Lumber and o t h e r manufactured wood 

p r o d u c t s 10,728,193 8,996,928 
P u l p , paper, and c o n v e r t e d paper 

p r o d u c t s 34,942,626 34,193,626 
M a t e r i a l s and s u p p l i e s 22,115,499 19,179,777 

$78,484,895 $82,854,193 

Val u e d a t lower of c o s t or market: 
F i r s t - i n , f i r s t - o u t b a s i s $ 6,966,975 $ 7,356,919 
L a s t - i n , f i r s t - o u t b a s i s 14,525,431 23,773,907 
Average c o s t b a s i s 56,992,489 51,723,367 

$78,484,895 $82,854,193 
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I f the l a s t - i n , f i r s t - o u t i n v e n t o r y had been p r i c e d a t c u r r e n t c o s t , 
the v a l u e s would have been $23,090,000 h i g h e r a t December 31, 1977, 
and $19,279,000 h i g h e r a t December 31, 1976. In 1977, r e d u c t i o n s i n 
q u a n t i t i e s o f LIFO i n v e n t o r i e s v a l u e d a t lower c o s t s p r e v a i l i n g i n 
p r i o r y e a r s had the e f f e c t of i n c r e a s i n g net e a r n i n g s by a p p r o x i m a t e l y 
$2,484,000 ($.16 per s h a r e ) . There was no s i g n i f i c a n t l i q u i d a t i o n o f 
LIFO i n v e n t o r y l a y e r s i n 1976. 

The above i n v e n t o r y b a l a n c e s were used i n c a l c u l a t i n g c o s t of s a l e s . 
The opening b a l a n c e f o r 1976 was $75,863,808. 

ST. REGIS PAPER COMPANY  

A c c o u n t i n g P o l i c y 

INVENTORIES. I n v e n t o r i e s a r e s t a t e d a t the lower o f c o s t or market. 
Cost g e n e r a l l y r e p r e s e n t s average c o s t except f o r domestic p u l p , paper, 
and paperboard i n v e n t o r i e s , which are v a l u e d a t c o s t determined on the 
l a s t - i n , f i r s t - o u t method. In g e n e r a l , f o r raw m a t e r i a l s and sup
p l i e s , market r e p r e s e n t s t h e c u r r e n t purchase or r e p r o d u c t i o n c o s t ; 
f o r f i n i s h e d p r o d u c t s , market r e p r e s e n t s the s e l l i n g p r i c e l e s s 
r e l a t e d s e l l i n g and s h i p p i n g expenses. 

I n v e n t o r i e s F o o t n o t e 

S t . Regis uses the l a s t - i n , f i r s t - o u t (LIFO) method o f v a l u i n g domestic 
p u l p , paper, and paperboard i n v e n t o r i e s . Had a l l i n v e n t o r i e s c u r 
r e n t l y on LIFO been v a l u e d on an a v e r a g e - c o s t b a s i s , which approximates 
replacement c o s t , i n v e n t o r i e s would have been a p p r o x i m a t e l y $11,000,000 
h i g h e r a t December 31, 1977, and $12,000,000 h i g h e r a t December 31, 
1976. I n v e n t o r i e s c o n s i s t e d o f : 

1977 1976 

F i n i s h e d p r o d u c t s $ 88,212,000 $ 77,193,000 
Work i n p r o c e s s 16,920,000 14,201,000 
Raw m a t e r i a l s and s u p p l i e s 121,973,000 105,803,000 
Lo g g i n g o p e r a t i o n s i n p r o g r e s s . . . 18,062,000 15,545,000 

T o t a l $245,167,000 $212,742,000 

WESTVACO CORPORATION  

A c c o u n t i n g P o l i c y 

INVENTORIES. A l l i n v e n t o r i e s f o r which the l a s t - i n , f i r s t - o u t (LIFO) 
method i s a l l o w a b l e f o r F e d e r a l income t a x purposes, i n c l u d i n g raw 
m a t e r i a l s , f i n i s h e d goods and c e r t a i n p r o d u c t i o n m a t e r i a l s , a r e v a l u e d 
a t c o s t (below market) determined by t h a t method. A l l o t h e r i n v e n 
t o r i e s a r e v a l u e d a t c o s t (below market) determined by the f i r s t - i n , 
f i r s t - o u t (FIFO) o r average c o s t method. 
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Inventories Footnote 

Inventories at October 31 are composed of: 

At current cost: 
Pulpwood and pulp... 
Paper and paper products 
Production materials, supplies and 

other items 
Excess of current cost over LIFO inven-

tory value 

1977 1976 

i n thousands 

$ 21,156 $ 17,199 
86,452 85,497 

57,746 46,759 
165,354 149,455 

36,641 32,515 

$128,713 $116,940 
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PROPERTY AND RELATED DEPRECIATION 

REPORTING FORMAT 

P l a n t , p r o p e r t y , and equipment, as p r e s e n t e d i n the annual r e p o r t s 
t o s h a r e h o l d e r s of the t w e n t y - f i v e companies surveyed, was shown as 
a s i n g l e b a l a n c e sheet i t e m by s i x of the companies. A l l o f the 
companies s u r v e y e d p r e s e n t e d t i m b e r and t i m b e r l a n d s i n the bal a n c e 
s h e e t , w i t h f i f t e e n of such companies g r o u p i n g t i m b e r and t i m b e r -
l a n d s w i t h p l a n t , p r o p e r t y , and equipment. 

DEPRECIATION METHODS 

The s t r a i g h t - l i n e method f o r d e p r e c i a t i o n o f p r o p e r t y , p l a n t , and 
equipment was used by f i f t e e n companies. Ten companies d i s c l o s e d 
t h e use of both the s t r a i g h t - l i n e and u n i t - o f - p r o d u c t i o n methods f o r 
computing d e p r e c i a t i o n . 

DEPRECIATION RATE COMPARISONS 
Percentage of 
d e p r e c i a t i o n , 
d e p l e t i o n and 
a m o r t i z a t i o n 
expense t o 
g r o s s f i x e d Rank W i t h i n 

Survey 
Company 1977 1976 1977 1976 

5. 55% 5.39% 8 9 
Champion I n t e r n a t i o n a l C o r p o r a t i o n . . . 5. 03 4.84 14 18 
Chesapeake C o r p o r a t i o n o f V i r g i n i a . . . 6. 72 6.59 2 2 

4. 28 4.15 21 21 
5. 65 6.15 6 5 
5. 41 6.10 9 6 

Diamond I n t e r n a t i o n a l C o r p o r a t i o n . . . . 5. 76 5.04 4 13 
5. 64 5.08 7 12 
5. 31 6.16 11 4 
5. 68 5.72 5 7 

Great N o r t h e r n Nekoosa C o r p o r a t i o n . . . 5. 04 5.25 13 11 
4. 39 4.08 20 22 
4. 57 5.31 17 10 
3. 23 3.37 25 25 

11. 68 9.94 1 1 
4. 96 4.72 15 19 
4. 43 4.92 18 17 
3. 85 6.43 23 3 
4. 12 4.06 22 23 
5. 24 4.22 12 20 
5. 35 4.97 10 16 
3. 66 3.99 24 24 
4. 40 5.03 19 14 
5. 85 5.68 3 8 
4. 87 4.99 16 15 
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Accumulated 
d e p r e c i a t i o n 

as a 
percentage 
o f g r o s s Rank W i t h i n 

Company 

B o i s e Cascade C o r p o r a t i o n 
Champion I n t e r n a t i o n a l C o r p o r a t i o n . . . 
Chesapeake C o r p o r a t i o n of V i r g i n i a . . . 
C o n s o l i d a t e d P apers, Inc 
The C o n t i n e n t a l Group, Inc 
Crown Z e l l e r b a c h C o r p o r a t i o n 
Diamond I n t e r n a t i o n a l C o r p o r a t i o n . . . . 
F e d e r a l Paper Board Company, Inc 
F i b r e b o a r d C o r p o r a t i o n 
G e o r g i a - P a c i f i c C o r p o r a t i o n 
Great N o r t h e r n Nekoosa C o r p o r a t i o n . . . 
Hammermill Paper Company 
I n t e r n a t i o n a l Paper Company 
K i m b e r l y - C l a r k C o r p o r a t i o n 
L o u i s i a n a - P a c i f i c C o r p o r a t i o n 
The Mead C o r p o r a t i o n 
O l i n k r a f t , Inc 
P o t l a t c h C o r p o r a t i o n 
S t . Regis Paper Company 
S c o t t Paper Company 
Southwest F o r e s t I n d u s t r i e s , I n c 
Union Camp C o r p o r a t i o n 
Westvaco C o r p o r a t i o n 
Weyerhaeuser Company 
W i l l a m e t t e I n d u s t r i e s , Inc 

f i x e d a s s e t s Survey 
1977 1976 1977 1976 

33.26% 37.43% 17 21 
35.78 42.25 16 13 
35.24 44.27 15 11 
48.66 52.14 1 4 
48.05 53.81 2 1 
41.25 48.83 9 6 
48.04 49.18 3 5 
31.52 36.57 21 23 
44.68 47.52 6 7 
32.32 36.58 19 22 
43.50 43.65 7 12 
39.55 41.37 12 14 
41.69 45.48 8 9 
37.78 40.70 14 17 
27.90 33.44 24 24 
41.19 44.94 10 10 
29.55 40.16 22 18 
31.91 37.59 20 20 
45.58 52.25 4 3 
39.88 40.86 13 16 
28.23 27.23 23 25 
40.92 46.99 11 8 
44.90 52.81 5 2 
32.93 39.93 18 19 
27.10 41.14 25 15 

CAPITALIZATION AND RETIREMENT POLICIES 

Twenty companies s p e c i f i c a l l y s t a t e d t h a t normal maintenance and 
r e p a i r s were expensed and t h a t b e t t e r m e n t s and renewals were 
c a p i t a l i z e d . 

Twenty-one companies i n d i c a t e d the a c c o u n t i n g t r e a t m e n t used f o r 
r e p o r t i n g g a i n s and l o s s e s r e a l i z e d on r e t i r e m e n t s of p r o p e r t y , 
p l a n t and equipment: 

(a) A l l g a i n s and l o s s e s i n c l u d e d i n income c u r r e n t l y 

B o i s e Cascade C o r p o r a t i o n 
Champion I n t e r n a t i o n a l C o r p o r a t i o n 
Chesapeake C o r p o r a t i o n o f V i r g i n i a 
C o n s o l i d a t e d P a p e r s , I n c . 
Diamond I n t e r n a t i o n a l C o r p o r a t i o n 
F e d e r a l Paper Board Company I n c . 
F i b r e b o a r d C o r p o r a t i o n 
Great N o r t h e r n Nekoosa C o r p o r a t i o n 
Hammermill Paper Company 
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K i m b e r l y - C l a r k C o r p o r a t i o n 
O l i n k r a f t , I n c . 
P o t l a t c h C o r p o r a t i o n 
Southwest F o r e s t I n d u s t r i e s , I n c . 
Union Camp C o r p o r a t i o n 
Westvaco C o r p o r a t i o n 
W i l l a m e t t e I n d u s t r i e s , I n c . 

(b) Gains and l o s s e s on r e t i r e m e n t of complete u n i t s  
i n c l u d e d i n income and on normal r e t i r e m e n t s  
a p p l i e d t o accumulated d e p r e c i a t i o n 

G e o r g i a - P a c i f i c C o r p o r a t i o n 
S t . Regis Paper Company 
Weyerhaeuser Company 

(c) Gains and l o s s e s from r o u t i n e r e t i r e m e n t s or s a l e s  
o f p l a n t a s s e t s are a p p l i e d t o r e s e r v e account 

S c o t t Paper Company 
L o u i s i a n a - P a c i f i c C o r p o r a t i o n 

CAPITALIZATION OF INTEREST 

Ten companies of the t w e n t y - f i v e companies surveyed d i s c l o s e d a 
p o l i c y of c a p i t a l i z i n g i n t e r e s t i n c u r r e d t o f i n a n c e c o n s t r u c t i o n p r o 
j e c t s d u r i n g the c o n s t r u c t i o n p e r i o d . Seven of the t e n companies 
d i s c l o s e d the amount of i n t e r e s t c a p i t a l i z e d d u r i n g 1 9 7 7 , as f o l l o w s : 

R a t i o o f 
C a p i t a l i z e d 

I n t e r e s t I n t e r e s t 
C a p i t a l i z e d t o Income 

D u r i n g B e f o r e 
Name of Company 1977 Income Taxes 

( i n thousands) 

Champion I n t e r n a t i o n a l C o r p o r a t i o n $ 4 , 9 0 0 2% 
The C o n t i n e n t a l Group, Inc 5,400 3 
G e o r g i a - P a c i f i c C o r p o r a t i o n 18 , 0 0 0 4 
L o u i s i a n a - P a c i f i c C o r p o r a t i o n 5 3 0 1 
O l i n k r a f t , Inc 2 , 7 0 0 6 
Union Camp C o r p o r a t i o n 8 , 8 0 0 5 
Weyerhaeuser Company 6 2 3 1 

B o i s e Cascade C o r p o r a t i o n and Southwest F o r e s t I n d u s t r i e s , I n c . both 
s t a t e d t h a t they c a p i t a l i z e i n t e r e s t d u r i n g c o n s t r u c t i o n but t h a t 
the d o l l a r amounts f o r 1977 were i n s i g n i f i c a n t . 

* * * * * 
F o l l o w i n g are e x c e r p t s of p o l i c i e s r e l a t i n g t o p r o p e r t y and depre
c i a t i o n of s e v e r a l of the companies surveyed. 
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CONSOLIDATED PAPERS, INC. 

A c c o u n t i n g P o l i c y 

PLANT AND EQUIPMENT - P l a n t and equipment i s r e c o r d e d a t c o s t and i s 
d e p r e c i a t e d over the e s t i m a t e d u s e f u l l i v e s of the a s s e t s u s i n g 
p r i n c i p a l l y the s t r a i g h t - l i n e method f o r f i n a n c i a l statement pur
poses and a c c e l e r a t e d methods f o r t a x purposes. 

The c o s t and r e l a t e d accumulated d e p r e c i a t i o n of a l l p l a n t and equip-
ment r e t i r e d or o t h e r w i s e d i s p o s e d of are removed from the a c c o u n t s . 
Any g a i n or l o s s i s i n c l u d e d i n e a r n i n g s . 

Maintenance and r e p a i r c o s t s a r e charged t o expense as i n c u r r e d and 
renew a l s and improvements which extend the u s e f u l l i f e of the a s s e t s 
are added t o the p l a n t and equipment a c c o u n t s . 

INTERNATIONAL PAPER COMPANY 

A c c o u n t i n g P o l i c y 

PLANTS AND PROPERTIES are at c o s t . With r e g a r d t o the Company's 
o i l and gas p r o p e r t i e s , the Company f o l l o w s the f u l l - c o s t method o f 
a c c o u n t i n g under which a l l d i r e c t c o s t s i n c u r r e d i n the a c q u i s i t i o n , 
e x p l o r a t i o n , and development of o i l and gas p r o p e r t i e s are c a p i t a l i z e d . 
I n December 1977, the F i n a n c i a l A c c o u n t i n g Standards Board (FASB) 
i s s u e d a statement t h a t would r e q u i r e a l l o i l and gas p r o d u c i n g com
p a n i e s t o f o l l o w a form o f the s u c c e s s f u l e f f o r t s method o f a c c o u n t i n g 
f o r such c o s t s . (See Note 14 f o r the e s t i m a t e d impact of t h i s r u l i n g 
on the Company's c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s . ) 

E f f e c t i v e January 1, 1977, the Company adopted, f o r f i n a n c i a l r e p o r t 
i n g purposes, the U n i t of P r o d u c t i o n method o f d e p r e c i a t i n g i t s p u l p 
and paper m i l l s i n o r d e r t o more d i r e c t l y r e l a t e d e p r e c i a t i o n charges 
t o wear and t e a r on f a c i l i t i e s . The e f f e c t of t h i s change on 1977 
net e a r n i n g s i s not s i g n i f i c a n t . F u r t h e r , had t h i s method been 
used i n p r i o r y e a r s , both i t s c u m u l a t i v e e f f e c t through December 31, 
1977, and i t s e f f e c t on net e a r n i n g s f o r the year 1976 would not 
have been s i g n i f i c a n t . 

D e p r e c i a t i o n on o t h e r p l a n t s and p r o p e r t i e s i s computed p r i n c i p a l l y 
on a s t r a i g h t - l i n e method f o r f i n a n c i a l r e p o r t i n g p urposes, based 
upon e s t i m a t e d u s e f u l l i v e s . S t r a i g h t l i n e d e p r e c i a t i o n r a t e s , f o r 
f i n a n c i a l r e p o r t i n g purposes, are as f o l l o w s : b u i l d i n g s 2-1/2 p e r 
c e n t ; machinery and equipment 5 p e r c e n t t o 25 p e r c e n t ; woods e q u i p 
ment 10 p e r c e n t t o 16 p e r c e n t . 

When a p p r o p r i a t e , a d d i t i o n a l d e p r e c i a t i o n i s p r o v i d e d on p a r t i c u l a r 
a s s e t s t o r e c o g n i z e r e d u c t i o n i n the e s t i m a t e d economic l i v e s o f such 
a s s e t s . F o r t a x purposes, d e p r e c i a t i o n i s computed u t i l i z i n g a c c e l 
e r a t e d methods. 
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D e p l e t i o n of o i l and gas p r o p e r t i e s i s determined on the b a s i s o f 
the percentage of the o i l and gas revenues earned d u r i n g the p e r i o d 
t o the t o t a l e s t i m a t e d f u t u r e g r o s s revenues from proven r e s e r v e s . 

SOUTHWEST FOREST INDUSTRIES, INC. 

A c c o u n t i n g P o l i c y 

DEPLETION, AMORTIZATION, DEPRECIATION AND CAPITALIZATION 

D e p l e t i o n c o s t s are r e c o r d e d as t i m b e r i s cut based on the r e l a t i o n 
s h i p of u n a m o r t i z e d t i m b e r c o s t s t o the e s t i m a t e d volume of r e c o v e r 
a b l e t i m b e r . L o gging roads are a m o r t i z e d over t h e i r u s e f u l s e r v i c e 
l i v e s as t i m b e r i s h a r v e s t e d . 

P r o v i s i o n s f o r d e p r e c i a t i o n on a l l s i g n i f i c a n t wood p r o d u c t s p l a n t s 
and r e l a t e d equipment are computed on the u n i t s - o f - p r o d u c t i o n 
method u s i n g composite r a t e s based upon the e s t i m a t e d s e r v i c e l i v e s 
o f the v a r i o u s u n i t s o f p r o p e r t y . E f f e c t i v e January 1, 1977, the 
d e p r e c i a t i o n method at the Company's Snowflake, A r i z . paper m i l l 
was changed from s t r a i g h t - l i n e t o u n i t s - o f - p r o d u c t i o n . D e p r e c i 
a t i o n o f o t h e r p l a n t s and equipment i s computed on the s t r a i g h t -
l i n e method u s i n g s e r v i c e l i v e s o f t h r e e t o f o r t y y e a r s . 

Normal maintenance and r e p a i r s are charged t o expense as i n c u r r e d 
and r e n e w a l s , b e t t e r m ents and replacements are c a p i t a l i z e d . The 
Company's p r o p e r t y accounts a r e , f o r the most p a r t , m a i n t a i n e d on an 
i n d i v i d u a l a s s e t b a s i s . The c o s t and r e l a t e d accumulated d e p r e c i a 
t i o n r e s e r v e s of p r o p e r t y r e p l a c e d or d i s p o s e d o f are removed from 
the p r o p e r t y and accumulated d e p r e c i a t i o n accounts and the r e s u l t a n t 
g a i n or l o s s i s r e c o g n i z e d . 

The Company c a p i t a l i z e s i n t e r e s t d u r i n g c o n s t r u c t i o n based upon the 
i n t e r e s t c o s t i n c u r r e d on funds borrowed t o f i n a n c e c o n s t r u c t i o n p r o 
j e c t s . Amounts c a p i t a l i z e d are charged t o the p r o p e r t y a ccounts 
and are a m o r t i z e d over the s e r v i c e l i f e o f the a s s e t c o n s t r u c t e d . 
No m a t e r i a l amounts of i n t e r e s t were c a p i t a l i z e d i n 1977 o r 1976. 

WILLAMETTE INDUSTRIES, INC. 

A c c o u n t i n g P o l i c y 

PROPERTY, PLANT AND EQUIPMENT - P r o p e r t y , p l a n t and equipment i s 
c a r r i e d at c o s t and i n c l u d e s e x p e n d i t u r e s f o r new f a c i l i t i e s and 
t h o s e which s u b s t a n t i a l l y i n c r e a s e the u s e f u l l i v e s of e x i s t i n g 
p l a n t and equipment. P l a n t s which are l e a s e d under l o n g - t e r m 
l e a s e arrangements were c a p i t a l i z e d i n 1977 i n accordance w i t h the 
1977 F i n a n c i a l A c c o u n t i n g S t a n d a r d s Board statement on " A c c o u n t i n g 
f o r L e a s e s " . The c o s t o f these p l a n t s i s not s i g n i f i c a n t i n r e l a 
t i o n t o the t o t a l i n v e stment i n p r o p e r t y , p l a n t and equipment, nor 
d i d the adjustments made i n 1977 t o r e f l e c t r e t r o a c t i v e a p p l i c a t i o n 
o f the statement have a m a t e r i a l impact on net e a r n i n g s f o r the y e a r . 
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Maintenance, r e p a i r s and minor renewals are expensed as i n c u r r e d . 
When p r o p e r t i e s a r e r e t i r e d or o t h e r w i s e d i s p o s e d o f , the 
r e l a t e d c o s t and accumulated d e p r e c i a t i o n a r e removed from the 
r e s p e c t i v e a c c o u n t s and any p r o f i t or l o s s on d i s p o s i t i o n i s 
c r e d i t e d or charged to income. 

D e p r e c i a t i o n i s computed u s i n g the s t r a i g h t - l i n e method over the 
u s e f u l l i v e s o f the r e s p e c t i v e a s s e t s . L e a s e h o l d improvements 
a r e a m o r t i z e d over the terms o f the r e s p e c t i v e l e a s e s . 

P r o p e r t y , P l a n t and Equipment Footnote - P r o p e r t y , p l a n t and 
equipment a c c o u n t s a r e summarized as f o l l o w s : 

P r i n c i p a l 
range o f 

u s e f u l l i v e s 

Land 
B u i l d i n g m a t e r i a l s 

m a n u f a c t u r i n g 
f a c i l i t i e s 10-25 

Paper p r o d u c t s manu
f a c t u r i n g and 
c o n v e r t i n g f a c i l 
i t i e s 10-30 

F u r n i t u r e and f i x 
t u r e s 5-15 

L e a s e h o l d improve
ments, net L i f e o f Lease 

C o n s t r u c t i o n i n pro
g r e s s 

Accumulated depre
c i a t i o n 

December 31 
1977 1976 

$ 7,252,191 

113,744,917 

200,788,548 

2,709,428 

1,141,562 

9,128,136 

$ 6,081,261 

95,829,890 

145,903,922 

2,471,657 

1,123,236 

16,191,707 

334,764,782 267,601,673 

(136,768,659) (110,092,623) 

$197,996,123 $157,509,050 

E s t i m a t e d c o s t t o complete c o n s t r u c t i o n i n p r o g r e s s i s a p p r o x i m a t e l y 
$17,600,000 i n c l u d i n g p r o j e c t s f o r which commitments have been made 
but not s t a r t e d a t December 31, 1977. 
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TIMBER AND TIMBERLANDS 

BALANCE SHEET PRESENTATION 

The r e s u l t s o f our survey showed t h a t f i f t e e n companies d i s c l o s e d 
t i m b e r l a n d s under the major c a p t i o n " P r o p e r t y , P l a n t and E q u i p 
ment" on the b a l a n c e sheet i n the annual r e p o r t to s h a r e h o l d e r s . 
Ten companies s e t out t i m b e r l a n d s s e p a r a t e l y on the b a l a n c e s h e e t . 

Of the t w e n t y - f i v e companies surveyed, t w e n t y - t h r e e showed t i m b e r 
l a n d s net o f accumulated d e p l e t i o n i n the balance s h e e t . Of these 
companies, one gave p a r e n t h e t i c a l d i s c l o s u r e o f the d o l l a r amount 
o f accumulated d e p l e t i o n . 

Two of the surveyed companies i n c l u d e d timber and t i m b e r l a n d s at 
g r o s s c o s t and one i n c l u d e d the r e l a t e d d e p l e t i o n w i t h accumulated 
d e p r e c i a t i o n . 

One company, S t . Regis Paper Company, s e t out t i m b e r l a n d s and c u t 
t i n g r i g h t s a t g r o s s c o s t and gave the accumulated d e p l e t i o n and 
a m o r t i z a t i o n as a s e p a r a t e l i n e i t e m . 

DEPLETION METHODS DISCLOSED 

D e p l e t i o n methods d i s c l o s e d by the companies i n c l u d e d i n the survey 
v a r i e d w i t h r e s p e c t to the t e r m i n o l o g y used but appeared to be 
s i m i l a r i n the types o f methods a p p l i e d : 

Twenty companies d i s c l o s e d t h a t they a m o r t i z e t i m b e r 
c o s t s over the e s t i m a t e d volume of r e c o v e r a b l e 
t i m b e r . 

Three companies ( C o n s o l i d a t e d P a p e r s , I n c . , The 
C o n t i n e n t a l Group, I n c . and F i b r e b o a r d C o r p o r a t i o n ) 
s t a t e d t h a t the p r o v i s i o n f o r d e p l e t i o n o f t i m b e r 
l a n d s i s computed on the " u n i t - o f - p r o d u c t i o n " b a s i s . 

One company (Diamond I n t e r n a t i o n a l C o r p o r a t i o n ) 
d i s c l o s e d t h a t " D e p l e t i o n o f t i m b e r i s computed 
based upon t o t a l e s t i m a t e d f o o t a g e s , a t average 
r a t e s , by a r e a and s p e c i e s . " 

One company d i d not d i s c l o s e the method u t i l i z e d . 

TIMBER CUTTING RIGHTS/TIMBER PURCHASE  
CONTRACT DISCLOSURES 

E i g h t companies s p e c i f i c a l l y d i s c l o s e d t h a t they had c a p i t a l i z e d 
t i m b e r c u t t i n g r i g h t s . Union Camp C o r p o r a t i o n d i s c l o s e d t h a t 
o b l i g a t i o n s r e l a t e d to t i m b e r c u t t i n g c o n t r a c t s were s t a t e d at 
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p r e s e n t v a l u e and i n c l u d e d i n the b a l a n c e sheet as a c o n t r a a c c o u n t . 
Champion I n t e r n a t i o n a l C o r p o r a t i o n d i s c l o s e d i n i t s Long-Term Debt 
f o o t n o t e the l o n g - t e r m o b l i g a t i o n s r e c o r d e d f o r t i m b e r c u t t i n g 
c o n t r a c t s as f o l l o w s : 

1977 1976 

( I n thousands) 

Long-Term Timber C u t t i n g O b l i g a t i o n s ( F ) : 
8.08% E f f e c t i v e r a t e , p a y a b l e through 

1997 $94,000 $96,000 
7.125% E f f e c t i v e r a t e , p a y a b l e through 

1988 19,302 20,549 
* * * * * 

S e v e r a l o f the t w e n t y - f i v e companies surveyed made d i s c l o s u r e s 
r e l a t i n g t o commitments f o r u n c a p i t a l i z e d t i mber purchase c o n t r a c t s 
and t i m b e r c u t t i n g r i g h t s . These d i s c l o s u r e s a r e summarized as 
f o l l o w s : 

Number o f 
Companies 

1977 1976 

T o t a l d o l l a r amount o f f u t u r e commitments 4 2 
E x p i r a t i o n date o f commitments 4 2 
Number o f a c r e s covered by the commitments..... 4 1 
D o l l a r amount Company i s o b l i g a t e d to pay i n 

subsequent y e a r s under such commitments 3 1 

TIMBERLAND OPTIONS DISCLOSURE 

Champion I n t e r n a t i o n a l C o r p o r a t i o n d i s c l o s e d the a c q u i s i t i o n o f 
o p t i o n s t o a c q u i r e t i m b e r l a n d s as f o l l o w s : 

Long-Term Debt Footnote 

Under t i m b e r c u t t i n g c o n t r a c t s , w i t h c u r r e n t minimum annual payments 
o f $12,377,000, the Company has the r i g h t to cut the t i m b e r and a l l 
f u t u r e growth u n t i l the t e r m i n a t i o n date o f the a p p l i c a b l e c o n t r a c t 
a t which time the Company has the r i g h t t o purchase the r e m a i n i n g 
t i m b e r f o r a normal amount. 
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Commitments 

The Company has purchased from K i m b e r l y - C l a r k C o r p o r a t i o n f o r 
$11,400,000 o p t i o n s t o a c q u i r e a p p r o x i m a t e l y 401,000 a c r e s o f 
t i m b e r l a n d s i n the upper p e n i n s u l a o f M i c h i g a n and i n n o r t h e r n 
W i s c o n s i n . The t o t a l o p t i o n p r i c e i s $48,575,000, a g a i n s t which 
$11,400,000 has a l r e a d y been p a i d and i n c l u d e d i n o t h e r a s s e t s on 
the Company's C o n s o l i d a t e d Balance Sheet. These o p t i o n s a r e 
e x e r c i s a b l e i n s e r i e s and e x p i r e from 1978 through 1982. I f the 
f i r s t o p t i o n i s e x e r c i s e d , an a d d i t i o n a l $10,521,000 may be p a i d 
f o r the purchase o f l a n d i n 1978. The purchase p r i c e i s s u b j e c t 
t o r e d u c t i o n i n the event o f e a r l y e x e r c i s e o f the o p t i o n s . 

* * * * * 

DISCLOSURE OF THE AMOUNTS OF WOOD CONSUMED  
FROM COMPANY-OWNED LANDS 

The percentage o f wood consumed from company-owned or c o n t r o l l e d 
l a n d s was d i s c l o s e d by the f o l l o w i n g companies: 

Percentage o f 
Wood Consumed 

From 
Owned Lands 

B o i s e Cascade C o r p o r a t i o n 21-76% (1) 
C o n s o l i d a t e d P a p e r s , Inc 21 
Crown Z e l l e r b a c h Company 55 
F e d e r a l Paper Board Company, Inc 35 
F i b r e b o a r d C o r p o r a t i o n 20 
I n t e r n a t i o n a l Paper Company 45 
L o u i s i a n a - P a c i f i c C o r p o r a t i o n 14 
O l i n k r a f t , Inc 50 
S t . R e g i s Paper Company 36 
Westvaco C o r p o r a t i o n 25 
W i l l a m e t t e I n d u s t r i e s , Inc 31 
(1) P e r c e n t a g e s g i v e n by a r e a o f the c o u n t r y . 

Other d i s c l o s u r e s i n c l u d e d i n c e r t a i n company's annual r e p o r t s con-
c e r n i n g the source of wood s u p p l i e s used i n company o p e r a t i o n s a r e 
as f o l l o w s : 

BOISE CASCADE CORPORATION  

Segment I n f o r m a t i o n Footnote 

The Company i s an i n t e g r a t e d f o r e s t p r o d u c t s company. I t i s engaged 
p r i n c i p a l l y i n the manufacture, d i s t r i b u t i o n and s a l e o f wood 
p r o d u c t s , b u i l d i n g m a t e r i a l s , paper and packaging p r o d u c t s and the 
d i s t r i b u t i o n and s a l e o f o f f i c e p r o d u c t s . In a d d i t i o n , the Company 
grows and h a r v e s t s t i m b e r t o sup p o r t these o p e r a t i o n s . I t s manu
f a c t u r i n g and d i s t r i b u t i o n f a c i l i t i e s and t i m b e r l a n d s a r e l o c a t e d 
p r i m a r i l y i n the U.S. and to a l e s s e r e x t e n t , i n Canada and o t h e r 
f o r e i g n c o u n t r i e s . 
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INTERNATIONAL PAPER COMPANY 

Tim b e r l a n d s Footnote 

At December 31, 1977, t i m b e r l a n d s owned i n fee c o n s i s t e d o f 7.2 
m i l l i o n a c r e s i n the U.S. w i t h an unamortized c o s t o f $386.4 
m i l l i o n and 1.3 m i l l i o n a c r e s i n Canada w i t h an unamortized c o s t 
o f $7.2 m i l l i o n . 

C a p i t a l i z e d t i m b e r h a r v e s t i n g r i g h t s c o n s i s t p r i n c i p a l l y o f 
t i m b e r c u t t i n g c o n t r a c t s i n the U.S. where the g r o s s p r i c e to be 
p a i d has been f i x e d . 

The Company has t i m b e r h a r v e s t i n g l i c e n s i n g arrangements on a 
t o t a l o f 12.5 m i l l i o n a c r e s i n the Canadian p r o v i n c e s o f Quebec 
and New Brunswick p l u s a d d i t i o n a l h a r v e s t i n g r i g h t s measured i n 
wood volume i n the p r o v i n c e o f Quebec. 

L e g i s l a t i o n was enacted i n Quebec i n 1974 d i r e c t e d towards the 
e v e n t u a l replacement o f e x i s t i n g l i c e n s i n g arrangements by guar
a n t e e s o f t i m b e r s u p p l i e s from p u b l i c l a n d s . These guarantees 
a r e i n the form o f g r a n t s o f r i g h t s to cut s t a n d i n g t i m b e r s u f f i 
c i e n t to s u p p l y wood p r o c e s s i n g p l a n t s f o r as l o n g as such p l a n t s 
c a r r y on normal o p e r a t i o n s . Such g r a n t s are expected to be 
e c o n o m i c a l l y e q u i v a l e n t to the r i g h t s p r e s e n t l y h e l d . 

* * * * * 

Other e x c e r p t s o f t i m b e r and t i m b e r l a n d d i s c l o s u r e s made by com
p a n i e s are as f o l l o w s : 

CHESAPEAKE CORPORATION OF VIRGINIA  

A c c o u n t i n g P o l i c y 

DEPRECIATION AND COST OF TIMBER HARVESTED. D e p r e c i a t i o n f o r f i n a n 
c i a l r e p o r t i n g purposes i s computed p r i n c i p a l l y by the s t r a i g h t - l i n e 
method, based on the e s t i m a t e d u s e f u l l i v e s o f the a s s e t s . Cost 
o f t i m b e r h a r v e s t e d , r e p r e s e n t i n g t i m b e r cut from company-owned l a n d s 
and from s h o r t - t e r m c u t t i n g r i g h t s , i s computed on q u a n t i t i e s cut 
from i n d i v i d u a l t r a c t s a t r a t e s based on c o s t s and e s t i m a t e d volumes 
o f h a r v e s t a b l e t i m b e r . 

GEORGIA PACIFIC CORPORATION  

A c c o u n t i n g P r a c t i c e s 
DEPLETION, DEPRECIATION AND CAPTALIZATION. The c o r p o r a t i o n amor
t i z e s i t s t i m b e r c o s t s over the t o t a l f i b e r t h a t w i l l be a v a i l a b l e 
d u r i n g the e s t i m a t e d growth c y c l e . Timber c a r r y i n g c o s t s are 
expensed as i n c u r r e d . 
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UNION CAMP CORPORATION 

Timber C u t t i n g R i g h t s F o o t n o t e 

The Company has the r i g h t under a t i m b e r c u t t i n g c o n t r a c t t o c u t 
and use or s e l l t he t i m b e r and a l l f u t u r e growth up t o 1984 on 
a p p r o x i m a t e l y 201,500 a c r e s o f t i m b e r l a n d i n s o u t h c e n t r a l 
Alabama. Minimum t i m b e r q u a n t i t i e s a re r e q u i r e d t o be p a i d f o r 
i n a n n u a l amounts o f $3,286,000 between 1978 and 1983 and 
$1,378,000 i n 1984. The aggregate payments w i l l be t r e a t e d as 
t h e c o s t o f t i m b e r purchased. The Company's r i g h t s t o the 
t i m b e r and the p r e s e n t v a l u e o f i t s o b l i g a t i o n s under th e c u t 
t i n g c o n t r a c t d i s c o u n t e d a t 5% have been i n c l u d e d i n c o n t r a 
a c c o u n t s on the b a l a n c e s h e e t . 

LOUISIANA-PACIFIC CORPORATION  

A c c o u n t i n g P o l i c y 

TIMBER POLICIES. L o u i s i a n a - P a c i f i c f o l l o w s an o v e r a l l p o l i c y on 
f e e t i m b e r t h a t a m o r t i z e s t i m b e r c o s t s over the t o t a l f i b e r a v a i l 
a b l e d u r i n g the e s t i m a t e d growth c y c l e . Timber c a r r y i n g c o s t s a r e 
expensed as i n c u r r e d . Cost o f t i m b e r h a r v e s t e d i n c l u d e s not o n l y 
t h e c o s t o f f e e t i m b e r but a l s o the a m o r t i z a t i o n o f the c o s t o f 
l o n g - t e r m t i m b e r deeds and payments f o r t i m b e r removals under l o n g -
term c u t t i n g c o n t r a c t s upon which a s u b s t a n t i a l i n i t i a l d e p o s i t 
has been made. 
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INTANGIBLES 

AMORTIZATION POLICIES FOR EXCESS COST 

The excess c o s t o f an investment over a Company's e q u i t y i n the 
r e l a t e d net a s s e t s ( o r the excess e q u i t y i n the net a s s e t s over 
c o s t ) was d i s c l o s e d by the companies as f o l l o w s : 

Number o f 
Companies 

1977 1976 

A m o r t i z e d over a p e r i o d not e x c e e d i n g 40 y e a r s 
(two companies i n 1977 and t h r e e companies 
i n 1976 d i s c l o s e d t h a t the excess a r i s i n g p r i o r 
t o October 31, 1970 i s not b e i n g a m o r t i z e d ) . . . . 6 6 

A m o r t i z e d over a p e r i o d l e s s than 40 y e a r s 5 3 
A m o r t i z e d over the r e m a i n i n g l i f e o f the a s s e t s 

t o which such excess has been a l l o c a t e d . . . 2 2 
A m o r t i z a t i o n p e r i o d not d i s c l o s e d 2 2 
Not a m o r t i z e d because a s s e t s c o n s i d e r e d t o have 

c o n t i n u i n g v a l u e - 1 
Not d i s c l o s e d 10 11 

PREOPERATING AND START-UP COSTS 

P r e o p e r a t i n g and s t a r t - u p c o s t s were d i s c l o s e d by companies i n c l u d e d 
i n the s u r v e y as b e i n g t r e a t e d p r i n c i p a l l y as f o l l o w s : 

1977 1976 

A m o r t i z e d over v a r i o u s p e r i o d s up t o 15 y e a r s 1 1 
A m o r t i z e d over a p e r i o d o f 7 y e a r s 2 2 
A m o r t i z e d over a p e r i o d o f 5 y e a r s or l e s s 5 3 
A m o r t i z a t i o n p e r i o d not d i s c l o s e d - 1 
Expensed as i n c u r r e d 4* 5* 
Not d i s c l o s e d 13 13 

* One company, K i m b e r l y - C l a r k C o r p o r a t i o n , which d i s c l o s e d f o r both 
y e a r s t h a t such c o s t s a r e expensed as i n c u r r e d noted t h a t i n 
c e r t a i n cases these c o s t s a r e a m o r t i z e d over a t w e l v e month 
p e r i o d f o l l o w i n g commencement o f o p e r a t i o n s and f o r some ope r a 
t i o n s o u t s i d e the U.S. l o n g e r a m o r t i z a t i o n p e r i o d s a r e employed. 

Three o t h e r companies, P o t l a t c h C o r p o r a t i o n , Westvaco C o r p o r a t i o n , 
and O l i n k r a f t d i s c l o s e d t h a t p r e o p e r a t i n g c o s t s a r e expensed as 
i n c u r r e d except f o r those charges r e l a t i n g t o major new f a c i l i t i e s . 
E x c e r p t s o f th e s e d i s c l o s u r e s a r e i n c l u d e d h e r e i n . 

* * * * * * * 

Some e x c e r p t s r e l a t i n g t o the tr e a t m e n t o f excess c o s t and p r e o p e r a 
t i n g and s t a r t - u p c o s t s a r e s t a t e d below: 
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CHAMPION INTERNATIONAL CORPORATION 

A c c o u n t i n g P o l i c y 

CAPITALIZATION AND AMORTIZATION OF CERTAIN COSTS. The excess 
c o s t of b u s i n e s s a c q u i r e d over amounts a s s i g n e d t o net t a n g i b l e 
a s s e t s a c q u i r e d subsequent t o October 1970 i s b e i n g a m o r t i z e d 
r a t a b l y over p e r i o d s up t o 40 y e a r s . Such excess a p p l i c a b l e t o 
b u s i n e s s e s a c q u i r e d p r i o r t o t h a t date i s not p r e s e n t l y b e i n g 
a m o r t i z e d . 

THE CONTINENTAL GROUP, INC.  

A c c o u n t i n g P o l i c y 

The excess o f inv e s t m e n t c o s t over the Company's e q u i t y i n net 
a s s e t s o f s u b s i d i a r i e s and a f f i l i a t e s a c q u i r e d p r i o r t o November 
1970 ($43 m i l l i o n ) i s not b e i n g a m o r t i z e d because, i n the Company's 
o p i n i o n , t h e r e has been no decrease i n the v a l u e o f the r e l a t e d 
i n v e s t m e n t s . The Company a m o r t i z e s , over a p e r i o d o f not more than 
f o r t y y e a r s , excess c o s t s r e l a t e d t o a c q u i s i t i o n s o f s u b s i d i a r i e s 
and a f f i l i a t e s subsequent t o October 1970. 

DIAMOND INTERNATIONAL CORPORATION  

A c c o u n t i n g P o l i c y 

INTANGIBLE ASSET. The inv e s t m e n t i n excess o f the a c q u i r e d e q u i t y 
i n a c o n s o l i d a t e d s u b s i d i a r y r e l a t e s t o a f o r e i g n company. D u r i n g 
management's 1975 r e v i e w o f the Company's i n t e r n a t i o n a l o p e r a t i o n s , 
a c o n c l u s i o n was reached t h a t the i n t a n g i b l e a s s e t has a l i m i t e d 
l i f e , and a c c o r d i n g l y a m o r t i z a t i o n t h e r e o f commenced over a t e n 
y e a r p e r i o d . 

OLINKRAFT, INC.  

A c c o u n t i n g P o l i c y 

PROPERTY, PLANT AND EQUIPMENT. P r e - o p e r a t i n g c o s t s a r e expensed as 
i n c u r r e d except f o r those charges r e l a t i n g t o major new f a c i l i t i e s . 
D e f e r r e d p r e - o p e r a t i n g c o s t s a r e a m o r t i z e d over a 60-month p e r i o d . 
S t a r t u p c o s t s a r e charged t o o p e r a t i o n s as i n c u r r e d . 

- 33 -



GREAT NORTHERN NEKOOSA CORPORATION 

A c c o u n t i n g P o l i c y 

EXPENSES RELATING TO PLANT EXPANSION. C e r t a i n c o s t s , g e n e r a l l y 
r e f e r r e d t o as p r e - s t a r t - u p c o s t s , i n c l u d i n g d e m o l i t i o n , r e l o c a 
t i o n , rework, s a l e s / u s e t a x e s , t r a i n i n g l a b o r , and i n t e r e s t c o s t s 
d u r i n g c o n s t r u c t i o n are expensed. Abnormal p r o d u c t i o n c o s t s 
i n c u r r e d d u r i n g the s t a r t - u p and b r e a k i n g - i n p e r i o d are a l s o 
expensed as i n c u r r e d . 

KIMBERLY-CLARK CORPORATION 

A c c o u n t i n g P o l i c y 

START-UP AND PREOPERATING EXPENSES. In the U.S., s t a r t - u p and p r e -
o p e r a t i n g expenses are n o r m a l l y charged t o income as i n c u r r e d or 
a m o r t i z e d over a p e r i o d not e x c e e d i n g 12 months f o l l o w i n g commence
ment of o p e r a t i o n s . Longer a m o r t i z a t i o n p e r i o d s are sometimes 
employed f o r o p e r a t i o n s o u t s i d e the U.S., p a r t i c u l a r l y i n new or 
s u b s t a n t i a l l y e n l a r g e d companies. 

POTLATCH CORPORATION 

A c c o u n t i n g P o l i c y 

DEFERRED CHARGES. D e f e r r e d charges both t a n g i b l e and i n t a n g i b l e , 
a r e a m o r t i z e d over p e r i o d s not e x c e e d i n g the e s t i m a t e d p e r i o d o f 
b e n e f i t . When an a c q u i s i t i o n i s accounted f o r as a purchase r a t h e r 
t h a n a p o o l i n g o f i n t e r e s t s , any excess o f a c q u i s i t i o n c o s t over the 
market v a l u e o f the a s s e t s a c q u i r e d i s i n c l u d e d i n d e f e r r e d charges 
and a m o r t i z e d . 

PREOPERATING COSTS. P r e o p e r a t i n g c o s t s are expensed as i n c u r r e d 
e x c e p t f o r those charges r e l a t i n g t o major new f a c i l i t i e s . D e f e r r e d 
p r e o p e r a t i n g c o s t s are a m o r t i z e d over a 60-month p e r i o d f o l l o w i n g 
commencement of commercial o p e r a t i o n s o f the f a c i l i t y . S t a r t - u p 
c o s t s a r e expensed as i n c u r r e d . 

SOUTHWEST FOREST INDUSTRIES, INC.  

A c c o u n t i n g P o l i c y 

DEFERRED CHARGES. P r e o p e r a t i n g and s t a r t - u p c o s t s i n c u r r e d i n con
n e c t i o n w i t h major new m a n u f a c t u r i n g f a c i l i t i e s a r e d e f e r r e d and 
r e c o r d e d as o t h e r a s s e t s . These c o s t s a r e a m o r t i z e d on a s t r a i g h t -
l i n e b a s i s over p e r i o d s o f f i v e y e a r s or l e s s . Costs d e f e r r e d i n 
1977 were not m a t e r i a l ; c o s t s d e f e r r e d i n 1976 were $2,862,000. 
P r e o p e r a t i n g and s t a r t - u p c o s t s d e f e r r e d have an u n a m o r t i z e d b a l a n c e 
o f $3,341,000 a t December 31, 1977. 
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WESTVACO CORPORATION 

A c c o u n t i n g P o l i c y 

PREOPERATING COSTS. Except f o r those r e l a t i n g t o major new 
f a c i l i t i e s , p r e o p e r a t i n g c o s t s a r e charged t o income as i n c u r r e d . 
D e f e r r e d p r e o p e r a t i n g c o s t s are a m o r t i z e d over a s i x t y - m o n t h 
p e r i o d f o l l o w i n g commencement o f commercial o p e r a t i o n s o f the 
f a c i l i t y . 

WILLAMETTE INDUSTRIES, INC.  

A c c o u n t i n g P o l i c y 

EXCESS OF COST OVER EQUITY ACQUIRED IN NET ASSETS OF SUBSIDIARIES. 
T h i s amount r e s u l t s p r i m a r i l y from a s e r i e s o f a c q u i s i t i o n s o f 
Western K r a f t C o r p o r a t i o n s t o c k i n i t i a t e d p r i o r t o October 31, 
1970 and i s not bei n g a m o r t i z e d . Any c o s t s o f i n t a n g i b l e a s s e t s 
r e s u l t i n g from t r a n s a c t i o n s a f t e r t h a t date are b e i n g a m o r t i z e d 
o v e r the e s t i m a t e d p e r i o d o f b e n e f i t , not t o exceed 40 y e a r s . 
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RESEARCH AND DEVELOPMENT EXPENDITURES 

FASB STATEMENT NO. 2 

Statement o f F i n a n c i a l A c c o u n t i n g Standards No. 2, " A c c o u n t i n g f o r 
Research and Development C o s t s " , which became e f f e c t i v e f o r f i s c a l 
y e a r s b e g i n n i n g on o r a f t e r January 1, 1975, r e q u i r e s t h a t r e s e a r c h 
and development c o s t s be expensed when i n c u r r e d and t h a t such 
amounts be d i s c l o s e d i n t h e f i n a n c i a l s t a t e m e n t s . 

EXPENDITURE DISCLOSURES 

Ten o f t h e t w e n t y - f i v e companies su r v e y e d d i s c l o s e d the d o l l a r 
amount o f r e s e a r c h and development e x p e n d i t u r e s i n t h e i r p u b l i s h e d 
a n n u a l r e p o r t s . Seven o f the t e n companies d i s c l o s e d t h e d o l l a r 
amount i n the notes t o t h e f i n a n c i a l s t a t e m e n t s . Three o f the t e n 
companies (The C o n t i n e n t a l Group, I n c . , K i m b e r l y - C l a r k C o r p o r a t i o n 
and Weyerhaeuser Company) i n c l u d e d r e s e a r c h and development expense 
as a s e p a r a t e l i n e i t e m on t h e i r income s t a t e m e n t s , w h i l e one f i r m 
( S c o t t Paper Company) made the d i s c l o s u r e i n the summary r e v i e w o f 
1977 o p e r a t i o n s . 

POLICY DISCLOSURES 

S i n c e the a d o p t i o n o f FASB No. 2, a c c o u n t i n g p o l i c y d i s c l o s u r e s con
c e r n i n g r e s e a r c h and development e x p e n d i t u r e s a r e no l o n g e r r e q u i r e d . 
Nine as compared t o e l e v e n i n 1976 o f the t w e n t y - f i v e companies s u r 
veyed, i n c l u d i n g a l l but f o u r o f the companies t h a t d i s c l o s e d t h e 
d o l l a r amount o f r e s e a r c h and development e x p e n d i t u r e s , s t a t e d t h a t 
a l l r e s e a r c h and development e x p e n d i t u r e s were expensed as i n c u r r e d . 

* * * * * 
Examples o f some r e s e a r c h and development e x p e n d i t u r e d i s c l o s u r e s 
a r e as f o l l o w s : 

BOISE CASCADE CORPORATION  

A c c o u n t i n g P o l i c y 

RESEARCH AND DEVELOPMENT COSTS. Research and development c o s t s a r e 
expensed as i n c u r r e d . D u r i n g 1977 and 1976, r e s e a r c h and d e v e l o p 
ment expenses were a p p r o x i m a t e l y $3,968,000 and $3,296,000, 
r e s p e c t i v e l y . 

CONSOLIDATED PAPERS, INC. 

RESEARCH AND DEVELOPMENT COSTS FOOTNOTE. Research and development 
c o s t s charged t o expense t o t a l e d $2,185,000 i n 1977 and $1,930,000 
i n 1976. 
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CHESAPEAKE CORPORATION OF VIRGINIA 

A c c o u n t i n g P o l i c y 

RESEARCH AND DEVELOPMENT COSTS. These c o s t s , which are not s i g n i f i 
c a n t i n amount, are charged t o income as i n c u r r e d . 

OLINKRAFT, INC.  

A c c o u n t i n g P o l i c y 

RESEARCH AND DEVELOPMENT. E x p e n d i t u r e s r e l a t i n g t o the development 
o f new p r o d u c t s are charged t o c u r r e n t o p e r a t i o n s as i n c u r r e d . 

WESTVACO CORPORATION 

Research and Development Fo o t n o t e 

E x p e n d i t u r e s of $8,467,000 (1976 - $8,536,000) were expensed as 
i n c u r r e d . 
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RETIREMENT AND PENSION PLANS 

Eve r y company i n c l u d e d i n the s u r v e y d i s c l o s e d t h a t t hey had p e n s i o n 
o r r e t i r e m e n t p l a n s . 

PLAN FUNDING DISCLOSURES 

Twenty-three companies f o r 1977 compared t o twenty-two companies 
f o r 1976 i n d i c a t e d t h a t p e n s i o n c o s t s were c u r r e n t l y funded. 
Twenty-four companies f o r 1977 and 1976 d i s c l o s e d the s t a t u s o f 
v e s t e d b e n e f i t s as compared w i t h the v a l u e o f p e n s i o n fund a s s e t s 
as f o l l o w s : 

Number of Companies 
1977 1976 

Fund a s s e t s exceeded v e s t e d b e n e f i t s 1 2 
V e s t e d b e n e f i t s exceeded fund a s s e t s 21 21 
Fund a s s e t s are a p p r o x i m a t e l y e q u a l t o the 

v e s t e d b e n e f i t s 2 1 

The amounts of v e s t e d b e n e f i t s which exceeded the v a l u e o f p e n s i o n 
fund a s s e t s a r e summarized as f o l l o w s : 

Number of Companies - 1977 Reports 
Number of Companies - 1976 i s shown ( ) 

Number o f Unfunded Vested B e n e f i t s ( i n M i l l i o n s ) 
$0 

t o 25 
$26 

t o 50 
$51 

t o 100 
$101 

t o 150 
$151 

t o 200 
Over 
$200 

Not d i s 
c l o s e d 

5(4) 1 1 
2(1) (1) 1(1) (1) 
1(1) 1(2) (1) 1 
1(1) 3(1) (1) 

(1) 1(2) 1 1 1(1) 1 
2(3) 

T h i r t e e n companies d i s c l o s e d the date o f the a c t u a r i a l c o m p u t ation 
o f v e s t e d b e n e f i t s used i n t h e i r a n n u a l r e p o r t t o s h a r e h o l d e r s . 

ACTUARIAL GAINS AND LOSSES 

Champion I n t e r n a t i o n a l C o r p o r a t i o n was the o n l y company t o d i s c l o s e 
i t s p o l i c y as t o a c t u a r i a l g a i n s and l o s s e s - " a c t u a r i a l g a i n s and 
l o s s e s are g e n e r a l l y a m o r t i z e d o v e r a 10-year or 15-year p e r i o d " . 
I n 1976, Champion d i s c l o s e d t h a t i t a m o r t i z e d such g a i n s and l o s s e s 
o v e r a t e n - y e a r p e r i o d . 

PENSION COST DISCLOSURE 

A l t h o u g h p e n s i o n c o s t s d i d v a r y from company t o company, g e n e r a l l y 
t h e c o s t s f o l l o w e d a p a t t e r n based on the number o f employees as 
summarized below: 
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Employees 
( I n thousands) 
1 - 10 

11 - 20 
21 - 30 
31 - 40. 
41 or more 
Not d i s c l o s e d . . 



Number o f Companies - 1977 
Number o f Companies -

1976 shown i n ( ) 
Number o f P e n s i o n C o s t s ( i n M i l l i o n s ) 
Employees Over 

(I n thousands) $0 t o 6 $7 t o 10 $11 t o 15 $16 t o 20 $20 

1 - 10 6(6) 1 
11 - 20 2(3) 2(1) (1) 1 
21 - 30 1(2) 2(2) 
31 - 40 4(3) 
41 o r more 4(4) 
Not d i s c l o s e d 1(3) 1 

Twenty-four of the companies c u r r e n t l y surveyed compared t o twenty-
f i v e f o r the p r i o r y e a r d i s c l o s e d t h a t p a s t and/or p r i o r s e r v i c e 
c o s t s were b e i n g a m o r t i z e d , but o n l y seventeen companies f o r both 
y e a r s d i s c l o s e d the d o l l a r amounts o f th e s e c o s t s . The amounts o f 
unfunded p a s t and/or p r i o r s e r v i c e c o s t s a r e summarized as f o l l o w s : 

Number o f Companies - 1977 
Number o f Companies - 1976 Shown i n ( ) 
Unfunded P a s t and/or P r i o r S e r v i c e C o s t s 

Number o f ( i n M i l l i o n s ) 
Employees $0 $26 $51 $76 $101 Over Not d i s -

( I n thousands) t o 25 t o 50 t o 75 t o 100 t o 150 $150 c l o s e d 

1 - 10 3(4) 3 1(2) 
11 - 20 2(3) 1(1) 2(1) 
21 - 30 (1) 1(1) 2(2) 
31 - 40 1 1 1(1) 1 ( 2 ) 
41 o r more 1 2(3) 1(1) 
Not d i s c l o s e d . . 1(1) 1(2) 

ERISA DISCLOSURES 

Three o f the companies d i s c l o s e d c e r t a i n i n f o r m a t i o n r e l a t i n g t o the 
Employee R e t i r e m e n t Income S e c u r i t y Act o f 1974 (ERISA). T h i s 
compares w i t h d i s c l o s u r e s r e l a t i n g t o ERISA f o r t e n companies i n 
th e 1976 r e p o r t s . 

S t . R e g i s Paper Company d i s c l o s e d the company's l i a b i l i t y 
under ERISA i f the domestic r e t i r e m e n t p l a n s were 
t e r m i n a t e d . 

Weyerhaeuser Company d i s c l o s e d t h a t "Company c o n t r i b u 
t i o n s a r e based on f u n d i n g s t a n d a r d s e s t a b l i s h e d by the 
Employee R e t i r e m e n t Income S e c u r i t y A ct o f 1974". 

Hammermill Paper Company d i s c l o s e d t he d i f f e r e n c e between 
i t s e s t i m a t e d unfunded v e s t e d b e n e f i t s and i t s c o n t i n g e n t 
l i a b i l i t y t o the P e n s i o n B e n e f i t Guarantee C o r p o r a t i o n 
f o r employee b e n e f i t s guaranteed under the law. 
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OTHER DISCLOSURES 

Three o f the companies s u r v e y e d , F i b r e b o a r d C o r p o r a t i o n , Great 
N o r t h e r n Nekoosa C o r p o r a t i o n , and I n t e r n a t i o n a l Paper Company, d i s 
c l o s e d changes i n t h e r a t e o f i n t e r e s t which i s assumed t o be earned 
on fund a s s e t s . E x c e r p t s o f t h e i r f o o t n o t e d i s c l o s u r e s a r e i n c l u d e d 
i n a l a t e r p o r t i o n o f t h i s s e c t i o n . There were no such d i s c l o s u r e s 
i n any o f the 1976 r e p o r t s s u r v e y e d . 

I n 1977 s i x companies, compared t o seven companies f o r t h e p r i o r 
y e a r , d i s c l o s e d t h a t i n v e s t m e n t s a v i n g s p l a n s , s t o c k bonus p l a n s , 
o r p r o f i t s h a r i n g p l a n s e x i s t e d . 

* * * * * * * 
The f o l l o w i n g a r e e x c e r p t s o f the p e n s i o n and r e t i r e m e n t p l a n d i s 
c l o s u r e s made by c e r t a i n companies i n c l u d e d i n t h e s u r v e y : 

CHESAPEAKE CORPORATION OF VIRGINIA  

Employee R e t i r e m e n t P l a n s F o o t n o t e 

The Company has s e v e r a l n o n c o n t r i b u t o r y r e t i r e m e n t p l a n s c o v e r i n g 
s u b s t a n t i a l l y a l l employees. The p o l i c y i s t o fund and expense 
the t o t a l o f (a) c u r r e n t l y a c c r u i n g p e n s i o n c o s t s and (b) an amount 
e q u a l t o the a m o r t i z a t i o n o f p r i o r s e r v i c e c o s t s over p e r i o d s not 
e x c e e d i n g t w e n t y - f i v e y e a r s . P e n s i o n expense t o t a l e d a p p r o x i m a t e l y 
$1,975,000 i n 1977 and $1,715,000 i n 1976. I n c r e a s e d p e n s i o n 
expense f o r 1977 r e f l e c t s p r i n c i p a l l y h i g h e r base compensation and 
amendments which p r o v i d e f o r improved b e n e f i t s . At Jan u a r y 1, 1978, 
based upon t h e l a t e s t a c t u a r i a l r e p o r t s a v a i l a b l e , unfunded p r i o r 
s e r v i c e c o s t s approximated $1,900,000 and, f o r c e r t a i n p l a n s , t h e 
ex c e s s o f t h e a c t u a r i a l l y computed v a l u e o f v e s t e d b e n e f i t s o v e r 
fund a s s e t s amounted t o a p p r o x i m a t e l y $85,000. 

THE CONTINENTAL GROUP, INC.  

A c c o u n t i n g P o l i c y 

The Company has p e n s i o n p l a n s c o v e r i n g s u b s t a n t i a l l y a l l U n i t e d 
S t a t e s and Canadian employees and c e r t a i n Common Market and L a t i n 
American employees. The p r o v i s i o n f o r p e n s i o n p l a n s i s determined 
u s i n g p r o j e c t e d b e n e f i t c o s t methods and i n c l u d e s normal c o s t , i n t e r 
e s t on unfunded p r i o r s e r v i c e c o s t and a m o r t i z a t i o n o f p r i o r s e r v i c e 
c o s t over a p e r i o d o f not more t h a n t h i r t y y e a r s . Except f o r c e r 
t a i n f o r e i g n p l a n s , i t i s t h e Company's p o l i c y t o fund t h e s e amounts. 

- 40 -



R e t i r e m e n t B e n e f i t s F o o t n o t e 

At December 31, 1977, r e t i r e m e n t b e n e f i t s under U n i t e d S t a t e s and 
f o r e i g n p l a n s , as determined by p r o j e c t e d b e n e f i t c o s t s methods, 
exceeded the a c t u a r i a l v a l u e o f p e n s i o n fund a s s e t s and b a l a n c e 
s h e e t a c c r u a l s by $416 m i l l i o n . The v e s t e d r e t i r e m e n t b e n e f i t s , 
d e t e r m i n e d u s i n g assumed i n s u r a n c e company r a t e s , exceeded the 
market v a l u e o f fund a s s e t s and b a l a n c e sheet a c c r u a l s by $45 
m i l l i o n ; on an a c t u a r i a l b a s i s the excess would have been $276 
m i l l i o n . 

The p r o v i s i o n s f o r p e n s i o n s were $73.4 m i l l i o n i n 1977 and $73.3 
m i l l i o n i n 1976. 

CROWN ZELLERBACH CORPORATION  

P e n s i o n P l a n s F o o t n o t e 

...The C o r p o r a t i o n ' s c o n t r i b u t i o n s have i n c r e a s e d because o f h i g h e r 
p a y r o l l f a c t o r s . 

The book v a l u e o f the C o r p o r a t i o n ' s p l a n s ' a s s e t s a t December 31, 
1977 was a p p r o x i m a t e l y $284,000,000. The e s t i m a t e d p r e s e n t v a l u e 
o f v e s t e d b e n e f i t s i n excess o f p l a n a s s e t s was $89,000,000. The 
normal f u n d i n g p r o v i s i o n s o f the p l a n s a r e d e s i g n e d t o a m o r t i z e 
t h i s l i a b i l i t y . 

FIBREBOARD CORPORATION 

R e t i r e m e n t , S a v i n g s and I n c e n t i v e 
Compensation P l a n s F o o t n o t e 

F i b r e b o a r d has s e v e r a l r e t i r e m e n t p l a n s c o v e r i n g s u b s t a n t i a l l y a l l 
o f i t s employees. T o t a l p e n s i o n c o s t charged t o c o n t i n u i n g o p e r a 
t i o n s i n 1977 and 1976 was a p p r o x i m a t e l y $4,100,000 and $2,900,000, 
r e s p e c t i v e l y , which i n c l u d e s a n n u a l i n s t a l l m e n t s on the unfunded 
b a l a n c e o f p r i o r s e r v i c e c o s t s and r e l a t e d i n t e r e s t e s t i m a t e d t o 
complete the f u n d i n g s by the y e a r 2001. F i b r e b o a r d ' s p o l i c y i s t o 
fund p e n s i o n expense as a c c r u e d . D u r i n g 1977, i n r e c o g n i t i o n o f 
r e c e n t a c t u a l and expe c t e d f u t u r e e x p e r i e n c e , the Company changed 
c e r t a i n o f the a c t u a r i a l assumptions used i n e s t i m a t i n g a n n u a l 
p e n s i o n c o s t . The e f f e c t o f t h e s e changes, t h e more s i g n i f i c a n t o f 
which were a r e d u c t i o n i n the assumed r a t e o f i n t e r e s t earned by t h e 
r e t i r e m e n t p l a n s ' a s s e t s and an i n c r e a s e i n the assumed r a t e o f 
growth i n employee compensation, was t o i n c r e a s e t h e 1977 p e n s i o n 
c o s t by a p p r o x i m a t e l y $800,000. 

At December 31, 1977, the excess o f a c t u a r i a l v a l u e o f v e s t e d bene
f i t s over market v a l u e o f p e n s i o n fund a s s e t s f o r employees o f the 
Company's c o n t i n u i n g b u s i n e s s e s , was a p p r o x i m a t e l y $13,000,000. 

- 41 -



GREAT NORTHERN NEKOOSA CORPORATION 

Re t i r e m e n t P l a n s Footnote 

R e t i r e m e n t p l a n s cover most f u l l - t i m e employees o f the Company and 
i t s s u b s i d i a r i e s . The unfunded p r i o r s e r v i c e c o s t o f a l l p l a n s 
was $35.2 m i l l i o n as o f December 31, 1977 and $41.4 m i l l i o n as o f 
December 31, 1976, the g r e a t e r p o r t i o n o f which i s b e i n g a m o r t i z e d 
o v e r p e r i o d s up t o t h i r t y y e a r s . The d e c r e a s e i n unfunded p r i o r 
s e r v i c e c o s t i s p r i m a r i l y due t o a change i n the i n t e r e s t r a t e 
a s s u m p t i o n . . . 

HAMMERMILL PAPER COMPANY  

P e n s i o n P l a n s F o o t n o t e 

...At January 1, 1978, the market v a l u e o f p e n s i o n p l a n t r u s t funds 
was a p p r o x i m a t e l y $47,000,000. At the most r e c e n t a c t u a r i a l v a l u 
a t i o n d a t e s , the e s t i m a t e d unfunded and unaccrued p r i o r s e r v i c e c o s t 
l i a b i l i t y a g gregated $41,000,000. E s t i m a t e d unfunded v e s t e d bene
f i t s were a p p r o x i m a t e l y $23,000,000, w h i l e the c o n t i n g e n t l i a b i l i t y 
t o P e n s i o n B e n e f i t Guarantee C o r p o r a t i o n f o r employee b e n e f i t s 
guaranteed under th e law was a p p r o x i m a t e l y $13,000,000. 

INTERNATIONAL PAPER COMPANY  

Ret i r e m e n t P l a n s F o o t n o t e 

The Company and i t s c o n s o l i d a t e d s u b s i d i a r i e s have s e v e r a l p e n s i o n 
p l a n s which p r o v i d e r e t i r e m e n t b e n e f i t s t o s u b s t a n t i a l l y a l l 
employees a f t e r the r e q u i r e d y e a r s o f s e r v i c e . 

E f f e c t i v e January 1, 1977, c e r t a i n a c t u a r i a l assumptions used under 
t h e Company's domestic r e t i r e m e n t p l a n s were changed t o r e f l e c t 
r e v i s e d e s t i m a t e s o f f u t u r e i n v e s t m e n t y i e l d s and pay i n c r e a s e s . 
As a r e s u l t o f t h e s e r e v i s i o n s , unfunded p r i o r s e r v i c e c o s t s 
d e c r e a s e d by a p p r o x i m a t e l y $45 m i l l i o n . The Company a l s o made 
changes t o the p l a n , e f f e c t i v e June 1, 1977, t o r e f l e c t r e c e n t 
l a b o r c o n t r a c t p r o v i s i o n s r e s u l t i n g i n a $92 m i l l i o n i n c r e a s e i n 
unfunded p r i o r s e r v i c e c o s t s . The e f f e c t o f t h e s e changes i n d i 
v i d u a l l y , and i n the a g g r e g a t e , i s i m m a t e r i a l t o net e a r n i n g s . 
At December 31, 1977, unfunded p r i o r s e r v i c e c o s t s amounted t o $221 
m i l l i o n . 

At December 31, 1977, the a c t u a r i a l l y computed v a l u e o f v e s t e d bene
f i t s , u s i n g a 5-1/2% i n t e r e s t r a t e , exceeded the v a l u e o f fund a s s e t s 
( a p p r o x i m a t e l y $564 m i l l i o n ) by $138 m i l l i o n . I f the a c t u a r i a l l y 
computed v a l u e o f v e s t e d b e n e f i t s were e s t i m a t e d u s i n g c u r r e n t 
s i n g l e premium a n n u i t y r a t e s , such excess would be reduced t o 
a p p r o x i m a t e l y $42 m i l l i o n . 
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Annual p e n s i o n c o s t s , which r e f l e c t a m o r t i z a t i o n o f p r i o r s e r v i c e 
c o s t s over p e r i o d s o f up t o 30 y e a r s , a r e funded c u r r e n t l y by pay
ments t o the t r u s t e e s o f the v a r i o u s p l a n s . P e n s i o n c o s t s were 
$60 m i l l i o n i n 1977 and $57 m i l l i o n i n 1976. 

LOUISIANA-PACIFIC CORPORATION  

P e n s i o n P l a n s F o o t n o t e 

...The v a l u e o f the a s s e t s i n t h e p e n s i o n p l a n s a t December 31, 1976, 
t h e l a s t date f o r which complete a c t u a r i a l f i g u r e s a r e a v a i l a b l e , i s 
a p p r o x i m a t e l y e q u a l t o v e s t e d b e n e f i t s . Management b e l i e v e s t h a t 
t h e same g e n e r a l c o n d i t i o n a l s o e x i s t e d a t December 31, 1977. 

THE MEAD CORPORATION  

Re t i r e m e n t P l a n s F o o t n o t e 

The company has r e t i r e m e n t p l a n s which c o v e r s u b s t a n t i a l l y a l l 
employees. C o n t r i b u t i o n s t o t h e s e p l a n s are determined by 
a c t u a r i a l methods ( p r i m a r i l y the e n t r y age normal and aggregate 
methods) which i n s u r e t h a t p e n s i o n c o s t s a r e r a t i o n a l and system
a t i c from y e a r t o y e a r . The a c t u a r i a l b a s i s i n c l u d e s a 7% a n n u a l 
compound i n t e r e s t r a t e assumption and c u r r e n t m o r t a l i t y t a b l e s . 
P r i o r s e r v i c e c o s t s are a m o r t i z e d over i n i t i a l p e r i o d s o f 25 and 
30 y e a r s . 

OLINKRAFT, INC. 

Employee B e n e f i t P l a n s F o o t n o t e 

. . . D u r i n g 1977, the Company e s t a b l i s h e d r e t r o a c t i v e t o January 1, 
1976, an employee s t o c k ownership p l a n f o r the b e n e f i t o f c e r t a i n 
employees. The p l a n was adopted pursuant t o the p r o v i s i o n s o f 
t h e Tax R e d u c t i o n Act o f 1975, which a l l o w s the Company t o e l e c t 
an a d d i t i o n a l one p e r c e n t i n v e s t m e n t t a x c r e d i t on i t s f e d e r a l 
income t a x r e t u r n by c o n t r i b u t i n g the a d d i t i o n a l one p e r c e n t t o 
t h e p l a n i n cash or common s t o c k o f the Company. The t r u s t e e f o r 
t h e p l a n s h a l l i n v e s t cash c o n t r i b u t i o n s i n common s t o c k o f the 
Company. The a d d i t i o n a l one p e r c e n t i n v e s t m e n t t a x c r e d i t f o r 1977 
and 1976 was $792,000 and $418,000, r e s p e c t i v e l y . The 1976 
c o n t r i b u t i o n was made i n common s t o c k o f the Company d u r i n g 1977, 
and the 1977 c o n t r i b u t i o n w i l l be made i n 1978. 

POTLATCH CORPORATION 

R e t i r e m e n t , I n c e n t i v e and S a v i n g s 

P l a n s F o o t n o t e 

...The company's management performance award p l a n c o v e r s key 
management employees. I t p r o v i d e s f o r cash awards t o be p a i d o v e r 
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a t h r e e - y e a r p e r i o d ( o r d e f e r r e d and p a i d over 15 y e a r s a f t e r t e r m i 
n a t i o n , i n c e r t a i n c a s e s ) . S u b j e c t t o c e r t a i n minimum and s t a n d a r d 
performance c r i t e r i a , which a r e e s t a b l i s h e d each y e a r , awards a r e 
based on: 1) the company's e a r n i n g s performance as compared w i t h 
14 o t h e r companies i n the f o r e s t p r o d u c t s i n d u s t r y , 2) t h e r e s u l t s 
a c h i e v e d by the group or d i v i s i o n t o which the i n d i v i d u a l i s 
a s s i g n e d , and 3) the performance by the i n d i v i d u a l d u r i n g t he award 
y e a r . The p l a n i s a d m i n i s t e r e d by the E x e c u t i v e Compensation and 
P e r s o n n e l P o l i c y Committee o f the Board o f D i r e c t o r s ; t he members 
o f such committee a r e not e l i g i b l e t o p a r t i c i p a t e . A p r o v i s i o n o f 
$1,557,000 has been made i n 1977 ($842,000 i n 1976). 

The company's p r o v i s i o n f o r c o n t r i b u t i o n s t o the v o l u n t a r y s a l a r i e d 
employees' s a v i n g s i n v e s t m e n t p l a n was $534,000 i n 1977 ($506,000 i n 
1976), a l l o f which was i n v e s t e d i n P o t l a t c h common s t o c k . 

I n 1977, the company adopted a s t o c k ownership p l a n , e f f e c t i v e 
J a n u a r y 1, 1976, f o r which s u b s t a n t i a l l y a l l s a l a r i e d employees a r e 
e l i g i b l e . The p l a n p r o v i d e s t h a t t he company w i l l pass on t o 
e l i g i b l e employees the b e n e f i t s made p o s s i b l e by r e c e n t f e d e r a l t a x 
l e g i s l a t i o n . Under the p l a n , t h e company w i l l p l a c e i n t r u s t 1 p e r 
c e n t o f the amount o f i t s i n v e s t m e n t each y e a r t h a t q u a l i f i e s f o r 
in v e s t m e n t t a x c r e d i t . F u t u r e company c o n t r i b u t i o n s a r e dependent 
on t he c o n t i n u e d a v a i l a b i l i t y o f the 1 p e r c e n t i n v e s t m e n t t a x c r e d i t . 
The amount p l a c e d i n t r u s t f o r t he 1976 p l a n y e a r , which was i n v e s t e d 
i n P o t l a t c h common s t o c k by the p l a n t r u s t e e , was $612,000 i n 1977. 

ST. REGIS PAPER COMPANY  

Re t i r e m e n t P e n s i o n P l a n s F o o t n o t e 

The c o s t o f r e t i r e m e n t p e n s i o n p l a n s t o t a l e d $21,900,000 i n 1977 and 
$18,700,000 i n 1976. I n c r e a s e d p e n s i o n c o s t s i n 1977 a r e a t t r i 
b u t ed t o added b e n e f i t s , p r i n c i p a l l y due t o n e g o t i a t e d l a b o r s e t t l e 
ments. 

Based on a c t u a r i a l c o m p u t a t i o n s , v e s t e d b e n e f i t s o f the p l a n s 
exceeded the market v a l u e o f t r u s t fund a s s e t s by a p p r o x i m a t e l y 
$51,000,000. Under the Employee R e t i r e m e n t Income S e c u r i t y A c t o f 
1974, the company would be l i a b l e i n t h e event o f t e r m i n a t i o n o f 
dome s t i c r e t i r e m e n t p e n s i o n p l a n s f o r any guaranteed b e n e f i t s (as 
d e f i n e d ) i n excess o f p l a n net a s s e t s ; however, the company's 
l i a b i l i t y would be no g r e a t e r t h a n t h e amount o f unfunded v e s t e d 
b e n e f i t s a t t h a t d a t e . Unfunded p r i o r s e r v i c e c o s t s o f a l l p l a n s 
a t January 1, 1977, were a p p r o x i m a t e l y $129,000,000. 

SCOTT PAPER COMPANY  

P e n s i o n P l a n s F o o t n o t e 

P e n s i o n expense f o r the Company and i t s s u b s i d i a r i e s was $26,029,000 
f o r 1977 compared w i t h $21,977,000 f o r 1976. P e n s i o n c o s t s a r e 
computed by independent a c t u a r i e s who u t i l i z e t h e aggregate l e v e l 
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c o s t method f o r S c o t t ' s p r i n c i p a l p l a n s . Under t h i s method, the 
p o r t i o n o f c o s t which i s i d e n t i f i e d as unfunded p r i o r s e r v i c e c o s t 
under o t h e r commonly used a c t u a r i a l methods i s i n c l u d e d as p a r t o f 
normal c o s t and as such, i s b e i n g funded over the r e m a i n i n g s e r v i c e 
time o f a c t i v e p l a n p a r t i c i p a n t s . I t i s the Company's p o l i c y t o 
make cash payments t o the p e n s i o n t r u s t f o r the p e n s i o n c o s t a c c r u e d 
each y e a r . 

At the l a t e s t v a l u a t i o n d a t e , t h e r e were 18,127 a c t i v e , 4,120 
r e t i r e d and 795 v e s t e d t e r m i n a t e d members compared t o 18,236 a c t i v e , 
3,688 r e t i r e d and 505 v e s t e d t e r m i n a t e d members a t the p r i o r y e a r ' s 
v a l u a t i o n d a t e . The market v a l u e o f the p l a n s ' a s s e t s a t the 
l a t e s t v a l u a t i o n date was $176,600,000 compared t o $135,700,000 f o r 
t h e p r i o r y e a r . D u r i n g 1977 the b e n e f i t payments a s s o c i a t e d w i t h 
t h e p l a n s amounted t o $9,600,000 compared t o $8,200,000 i n 1976. 

At the l a t e s t v a l u a t i o n d a t e , the amount r e q u i r e d t o f u l l y fund 
b e n e f i t s which had v e s t e d t o employees was $24,500,000 compared t o 
$37,800,000 a t the end o f the p r i o r y e a r . 

WESTVACO CORPORATION  

A c c o u n t i n g P o l i c y 

Employee r e t i r e m e n t b e n e f i t s a r e p r o v i d e d under s e v e r a l n o n c o n t r i -
b u t o r y s a l a r i e d and h o u r l y p a i d t r u s t e e d r e t i r e m e n t p l a n s . The 
a c t u a r i a l l y computed normal c o s t s o f t h e s e p l a n s and a m o r t i z a t i o n 
o f p r i o r s e r v i c e c o s t s over 20 y e a r s a r e charged t o income and a r e 
funded c u r r e n t l y . C o n s e r v a t i v e a c t u a r i a l c o s t methods and assump-
t i o n s a r e u t i l i z e d t o c a l c u l a t e c o s t s and l i a b i l i t i e s r e l a t e d t o 
r e t i r e m e n t p l a n b e n e f i t s t o i n s u r e t h a t such b e n e f i t s a r e p r o p e r l y 
p r o v i d e d . 

WILLAMETTE INDUSTRIES, INC. 

P e n s i o n and Re t i r e m e n t P l a n s F o o t n o t e 

S u b s t a n t i a l l y a l l employees o f the Company and i t s s u b s i d i a r i e s a r e 
c o v e r e d by p e n s i o n and r e t i r e m e n t p l a n s . P r o v i s i o n f o r p e n s i o n 
and r e t i r e m e n t c o s t s charged t o c o n s o l i d a t e d e a r n i n g s f o r 1977 and 
1976, r e s p e c t i v e l y , were $5,936,000 and $4,600,000. These charges 
i n c l u d e c u r r e n t s e r v i c e c o s t s , i n t e r e s t on unfunded p a s t s e r v i c e 
c o s t s , p r o v i s i o n f o r f u n d i n g p a s t s e r v i c e c o s t over p e r i o d s o f from 
t e n t o t w e n t y - f i v e y e a r s and payments under t h e s t o c k purchase p l a n . 
Unfunded p a s t s e r v i c e p e n s i o n p l a n l i a b i l i t i e s amounted t o a p p r o x i 
m a t e l y $8,100,000 a t December 31, 1977. 

Based on a c t u a r i a l d e t e r m i n a t i o n s and a s s e t v a l u a t i o n s as o f Janu
a r y 1, 1977, fund a s s e t s exceed v e s t e d b e n e f i t s i n t h e p l a n s . 
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INCOME TAXES 

INCOME STATEMENT PRESENTATION 

Both i n 1977 and 1976 twenty-one o f the t w e n t y - f i v e companies 
s u r v e y e d showed the p r o v i s i o n f o r income t a x e s as a one l i n e i t e m on 
the income s t a t e m e n t ; whereas, f o u r companies d i s c l o s e d the c u r r e n t 
and d e f e r r e d p r o v i s i o n s on the f a c e of the income statement. Cer
t a i n of th e s e companies r e p e a t e d the same i n f o r m a t i o n i n the notes 
t o the f i n a n c i a l s t a t e m e n t s . 

FOOTNOTE DISCLOSURE 

The f o l l o w i n g t a b l e i n d i c a t e s the number o f companies d i s c l o s i n g the 
v a r i o u s components o f t h e i r t a x p r o v i s i o n s i n the notes t o the f i n a n 
c i a l s t a t e m e n t s : 

Number 
o f 

Notes t o f i n a n c i a l s t a t e m e n t s d e t a i l e d : Companies 

1977 1976 

C u r r e n t 21 22 
D e f e r r e d 23 24 
S t a t e and/or l o c a l 20 20 
F o r e i g n 13 13 

C u r r e n t and d e f e r r e d p o r t i o n shown i n d i v i d u a l l y f o r : 

1977 1976 

F e d e r a l 19 17 
S t a t e and/or l o c a l 9 7 
F o r e i g n 11 11 

COMPONENTS OF DEFERRED TAXES 

A l l companies p r o v i d e d f o r d e f e r r e d t a x e s . I n a d d i t i o n t o the use 
o f a c c e l e r a t e d d e p r e c i a t i o n f o r t a x r e t u r n purposes, o t h e r d e f e r r e d 
i t e m s d i s c l o s e d as c o m p r i s i n g d e f e r r e d t a x e s were as f o l l o w s : 

Number 
o f 

D e f e r r e d Tax Item Companies 

1977 1976 

C a p i t a l i z e d i n t e r e s t 3 5 
Cost of t i m b e r h a r v e s t e d 2 1 
D e f e r r e d charges 1 2 
D i s c o n t i n u e d o p e r a t i o n s 1 1 
D r i l l i n g and e x p l o r a t i o n c o s t s 1 1 
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Number 
o f 

D e f e r r e d Tax Item - (Continued) Companies 

1977 1976 

F a c i l i t y r e a l i g n m e n t expenses 1 2 
F o r e i g n exchange adjustments 1 2 
Income from Domestic I n t e r n a t i o n a l S a l e s 

C o r p o r a t i o n 3 7 
I n s t a l l m e n t s a l e s 1 3 
I n v e n t o r y adjustments 2 4 
I n v e n t o r y v a l u a t i o n 3 2 
Investment c r e d i t s 2 4 
P e n s i o n s and o t h e r compensation 3 4 
P r e o p e r a t i n g and s t a r t - u p c o s t s 2 5 
Research and development - 1 
U n d i s t r i b u t e d e a r n i n g s 1 3 
M i s c e l l a n e o u s and o t h e r charges 14 15 
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EFFECTIVE TAX RATES 

A l l but one of the companies r e p o r t e d F e d e r a l income t a x r a t e s o f 
l e s s than the 48% s t a t u t o r y r a t e i n 1977 p r i m a r i l y because of the 
u t i l i z a t i o n of i n vestment t a x c r e d i t s and c a p i t a l g a i n s r a t e s . 

The e f f e c t i v e t a x r a t e s o f the companies based on the r e p o r t e d t a x 
p r o v i s i o n ( i n c l u d i n g F e d e r a l , f o r e i g n , s t a t e and l o c a l t a x e s ) as a 
p e r c e n t a g e of income b e f o r e t a x e s , as d e f i n e d by each Company, a r e : 

E f f e c t i v e Rank W i t h i n 
Tax Rate Survey 

1977 1976 1977 1976 

41.1% 36.0% 6 16 
34.9 41.6 15 11 
16.4 42.3 24 8 
48.6 45.2 1 3 
38.4 44.3 11 4 
32.8 33.9 17 18 
41.5 40.8 5 10 
36.9 40.4 13 12 

(11.0) (10.3) 25 25 
42.0 40.0 3 13 
41.6 47.0 4 1 
35.9 33.6 14 19 
31.1 33.2 19 20 
40.9 43.0 7 6 
37.0 37.0 12 15 
45.5 46.9 2 2 
22.0 35.0 23 17 
26.9 29.3 22 22 
38.6 33.3 10 21 
30.0 38.0 20 14 
32.0 24.0 18 24 
34.8 41.5 16 9 
40.9 43.0 8 7 
30.0 26.0 21 23 
40.1 43.3 9 5 

INVESTMENT TAX CREDIT 

The i n v e s t m e n t t a x c r e d i t was a p p l i e d by twenty-two companies 
u t i l i z i n g the f l o w - t h r o u g h method and two companies u s i n g the 
d e f e r r a l method. 

TAXES AND UNDISTRIBUTED EARNINGS OF SUBSIDIARIES 

A c c o u n t i n g P r i n c i p l e s Board O p i n i o n No. 23, " A c c o u n t i n g f o r Income 
Taxes - S p e c i a l A r e a s " , which was e f f e c t i v e f o r a l l f i s c a l p e r i o d s 
b e g i n n i n g a f t e r December 31, 1971, mandated the r e c o g n i t i o n o f income 
t a x e s by the i n v e s t o r f o r u n r e m i t t e d e a r n i n g s o f s u b s i d i a r i e s u n l e s s 
i t i s management's i n t e n t i o n t o r e i n v e s t such u n r e m i t t e d e a r n i n g s . 
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Company 

B o i s e Cascade C o r p o r a t i o n 
Champion I n t e r n a t i o n a l C o r p o r a t i o n . 
Chesapeake C o r p o r a t i o n of V i r g i n i a . 
C o n s o l i d a t e d P apers, Inc 
The C o n t i n e n t a l Group, Inc 
Crown Z e l l e r b a c h C o r p o r a t i o n 
Diamond I n t e r n a t i o n a l C o r p o r a t i o n . . 
F e d e r a l Paper Board Company, I n c . . . 
F i b r e b o a r d C o r p o r a t i o n 
G e o r g i a - P a c i f i c C o r p o r a t i o n 
G r e a t N o r t h e r n Nekoosa C o r p o r a t i o n . 
Hammermill Paper Company 
I n t e r n a t i o n a l Paper Company 
K i m b e r l y - C l a r k C o r p o r a t i o n 
L o u i s i a n a - P a c i f i c C o r p o r a t i o n 
The Mead C o r p o r a t i o n 
O l i n k r a f t , Inc 
P o t l a t c h C o r p o r a t i o n 
S t . R e g i s Paper Company 
S c o t t Paper Company 
Southwest F o r e s t I n d u s t r i e s , I n c . . . 
Union Camp C o r p o r a t i o n 
Westvaco C o r p o r a t i o n 
Weyerhaeuser Company 
W i l l a m e t t e I n d u s t r i e s , Inc 



T h i r t e e n companies s t a t e d t h a t no t a x e s were p r o v i d e d on u n d i s t r i b u t e d 
e a r n i n g s of c e r t a i n s u b s i d i a r i e s because these funds were c o n s i d e r e d 
t o be permanently r e i n v e s t e d : 

B o i s e Cascade C o r p o r a t i o n 
Champion I n t e r n a t i o n a l C o r p o r a t i o n 
The C o n t i n e n t a l Group, I n c . 
Crown Z e l l e r b a c h C o r p o r a t i o n 
Diamond I n t e r n a t i o n a l C o r p o r a t i o n 
I n t e r n a t i o n a l Paper Company 
K i m b e r l y - C l a r k C o r p o r a t i o n 
The Mead C o r p o r a t i o n 
O l i n k r a f t , I n c . 
S t . Regis Paper Company 
S c o t t Paper Company 
Union Camp C o r p o r a t i o n 
Westvaco C o r p o r a t i o n 

E l e v e n o f the t h i r t e e n companies d i s c l o s e d the amount o f 
u n d i s t r i b u t e d e a r n i n g s on which no t a x e s were p r o v i d e d . 

Two o f the t h i r t e e n companies d i s c l o s e d t h a t f o r e i g n 
income t a x c r e d i t s would be a v a i l a b l e t o s u b s t a n t i a l l y 
o f f s e t any U.S. t a x e s on u n d i s t r i b u t e d e a r n i n g s . 

TAXES AND UNDISTRIBUTED DISC EARNINGS 

E l e v e n o f the t w e n t y - f i v e companies d i s c l o s e d h a v i n g Domestic I n t e r 
n a t i o n a l S a l e s C o r p o r a t i o n (DISC) o p e r a t i o n s . D e f e r r e d t a x e s on 
u n d i s t r i b u t e d DISC e a r n i n g s were p r o v i d e d f o r by f i v e o f the e l e v e n 
companies, t h r e e o f which d i s c l o s e d the amount o f t a x e s p r o v i d e d . 
Seven companies d i s c l o s e d t h a t t a x e s were not p r o v i d e d on u n d i s t r i b 
u t e d DISC e a r n i n g s and s i x o f the seven companies d i s c l o s e d the 
amount of the t a x b e n e f i t ( t a x e s not p r o v i d e d ) . 

* * * * * 

Examples o f income t a x d i s c l o s u r e s are as f o l l o w s : 

DIAMOND INTERNATIONAL CORPORATION  

A c c o u n t i n g P o l i c y 

INCOME TAXES. The c a p i t a l g a i n b e n e f i t s r e a l i z e d from the Company's 
t i m b e r o p e r a t i o n s and the i n v e s t m e n t c r e d i t , which has been a p p l i e d 
under t h e f l o w - t h r o u g h method, p r i m a r i l y r e s u l t i n an e f f e c t i v e 
F e d e r a l income t a x r a t e which i s lower than the s t a t u t o r y c o r p o r a t e 
r a t e . 

D e f e r r e d F e d e r a l income t a x e s a r e a p p l i c a b l e p r i n c i p a l l y t o d e p r e c i a 
t i o n charges f o r t a x purposes i n excess o f d e p r e c i a t i o n r e c o r d e d f o r 
f i n a n c i a l statement p r e s e n t a t i o n . 
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P r o v i s i o n i s made f o r U.S. income t a x e s payable upon d i s t r i b u t i o n o f 
the p o r t i o n of e a r n i n g s o f f o r e i g n s u b s i d i a r i e s which i s not p e r 
manently i n v e s t e d . 

INCOME TAX FOOTNOTE 

The p r o v i s i o n f o r income t a x e s r e p r e s e n t s the f o l l o w i n g ( i n 
thousands o f d o l l a r s ) : 

1977 1976 

U.S. F e d e r a l income t a x e s : 
C u r r e n t l y payable $22,620 $20,900 
D e f e r r e d 1,580 4,730 

S t a t e and l o c a l 4,700 5,300 
F o r e i g n 4,400 3,470 

T o t a l $33,300 $34,400 

The p r o v i s i o n s f o r 1977 and 1976 income t a x e s , i f computed at the 
s t a t u t o r y U.S. F e d e r a l income t a x r a t e of 48%, would have amounted to 
$38,509,000 and $40,488,000, r e s p e c t i v e l y ; the d i f f e r e n c e s between 
t h e s e amounts and the a c t u a l p r o v i s i o n s a r e $5,209,000 and 
$6,088,000, r e s p e c t i v e l y , accounted f o r as f o l l o w s ( i n thousands o f 
d o l l a r s ) : 

1977 1976 

Tax a t s t a t u t o r y r a t e $38,509 $40,488 
I n c r e a s e (decrease) r e s u l t i n g from: 

S t a t e and l o c a l income t a x e s , net o f 
F e d e r a l income t a x b e n e f i t 2,444 2,756 

Investment t a x c r e d i t (3,400) (5,500) 
B e n e f i t from income taxed a t c a p i t a l 

g a i n s r a t e s (4,266) (3,060) 
Other - net 13 (284) 

A c t u a l p r o v i s i o n f o r income t a x e s $33,300 $34,400 

GREAT NORTHERN NEKOOSA CORPORATION  

A c c o u n t i n g P o l i c y 

INCOME TAXES. Income t a x e s are p r o v i d e d on income as r e p o r t e d i n 
the C o n s o l i d a t e d Statements o f Income r e g a r d l e s s o f when such t a x e s 
are p a y a b l e . That p o r t i o n o f the t a x p r o v i s i o n not c u r r e n t l y 
p a y a b l e i s d e f e r r e d . 
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Income Taxes Footnote 

P r o v i s i o n f o r F e d e r a l and s t a t e t a x e s on income i n c l u d e s : 

Years Ended 
December 31 
1977 1976 

( i n m i l l i o n s ) 
C u r r e n t l y p a y a b l e : 

F e d e r a l . $36.2 $36.2 
S t a t e 4.9 4.8 

$41.1 $41.0 

D e f e r r e d : 
F e d e r a l : 

Excess o f t a x over book d e p r e c i a t i o n . . . . $ 7.4 $ 6.3 
Other (.2) 

T o t a l F e d e r a l 7.4 6.1 
S t a t e .8 .8 

$ 8.2 $ 6.9 

Investment t a x c r e d i t [ r e f e r to Note ( 2 ) ] : 
Flow through $(6.6) 
D e f e r r e d - $ 5.4 
A m o r t i z e d - (1.5) 

$42.7 $51.8 

The major d i f f e r e n c e between the s t a t u t o r y F e d e r a l income tax r a t e 
o f 48% and the e f f e c t i v e income t a x r a t e s i n the accompanying f i n a n 
c i a l s t a t e m e n t s a r e : 

1977 1976 

( p e r c e n t o f 
p r e - t a x 
income) 

F e d e r a l s t a t u t o r y t a x r a t e 48.0% 48.0% 
Investment t a x c r e d i t [ r e f e r to Note ( 2 ) ] : 

Flow t h r o u g h (6.4) 
A m o r t i z e d - (1.3) 

S t a t e t a x e s 3.3 3.0 
B e n e f i t from income taxed a t c a p i t a l g a i n s r a t e s (2.1) (1.8) 
Other (1.2) (.9) 

E f f e c t i v e t a x r a t e 41.6% 47.0% 
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INTERNATIONAL PAPER COMPANY 

A c c o u n t i n g P o l i c y 
INCOME TAXES. D e f e r r e d income t a x e s are p r o v i d e d f o r t i m i n g d i f f e r 
ences between f i n a n c i a l and t a x r e p o r t i n g . The investment t a x 
c r e d i t i s r e c o g n i z e d c u r r e n t l y i n e a r n i n g s . 

The Company p r o v i d e s d e f e r r e d t a x e s on the income o f i t s Domestic 
I n t e r n a t i o n a l S a l e s C o r p o r a t i o n (DISC). The Company does not 
p r o v i d e t a x e s on u n d i s t r i b u t e d e a r n i n g s t h a t a r e c o n s i d e r e d p e r 
manently r e i n v e s t e d i n the b u s i n e s s o u t s i d e t he U.S. amounting t o 
$419.0 m i l l i o n at December 31, 1977. 

INCOME TAX FOOTNOTE 

INCOME TAXES. The components o f the p r o v i s i o n f o r income t a x e s a r e : 

1977 1976 

In m i l l i o n s 

$ 15.0 $ 45.5 
10.8 12.5 
37.8 32.0 
63.6 90.0 

40.1 37.7 
2.0 (1.8) 

42.1 35.9 
T o t a l $105.7 $125.9 

The p r i n c i p a l i tems g i v i n g r i s e t o d e f e r r e d income t a x e s a r e : 

1977 1976 

In m i l l i o n s 
D r i l l i n g and e x p l o r a t i o n c o s t s , expensed f o r 

t a x purposes $19.2 $17.9 
A c c e l e r a t e d d e p r e c i a t i o n 25.6 16.6 
Other, net (2.7) 1.4 

T o t a l $42.1 $35.9 

A r e c o n c i l i a t i o n o f the s t a t u t o r y U.S. income t a x r a t e t o the Com-
pany's e f f e c t i v e income t a x r a t e f o l l o w s : 

C u r r e n t : 
U.S. : 

F e d e r a l . . . 
S t a t e 

O u t s i d e U.S. 

D e f e r r e d : 
U.S. F e d e r a l 
O u t s i d e U.S. 
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1977 1976 

S t a t u t o r y U.S. income t a x r a t e 48.0% 48.0% 
R e d u c t i o n r e s u l t i n g from: 

Income t a x e d a t c a p i t a l g a i n s r a t e 7.9 5.5 
Investment t a x c r e d i t (1) 8.3 8.4 
C h a r i t a b l e d o n a t i o n s o f a p p r e c i a t e d 

p r o p e r t y 2.6 
Other, net (1.9) .9 

E f f e c t i v e income t a x r a t e 31.1% 33.2% 

(1) I n c l u d e s an a d d i t i o n a l 1 p e r c e n t i n v e s t m e n t t a x 
c r e d i t (ITC) r e l a t e d t o an Employee Stock Owner
s h i p P l a n . T h i s a d d i t i o n a l ITC (1977 - $2.4 
m i l l i o n ; 1976 - $2.9 m i l l i o n ) has a l s o been 
r e f l e c t e d as a charge t o s e l l i n g and a d m i n i s t r a 
t i v e expense i n the accompanying C o n s o l i d a t e d 
Statement o f E a r n i n g s . T o t a l ITC was: 1977 -
$28.0 m i l l i o n ; 1976 - $31.9 m i l l i o n . 

LOUISIANA-PACIFIC CORPORATION ( i n thousands) 

A c c o u n t i n g P o l i c y 

PROPERTY, PLANT AND EQUIPMENT POLICIES - ...Investment t a x c r e d i t s 
a r e a ccounted f o r u s i n g t he d e f e r r e d method. C r e d i t s a r e a m o r t i z e d 
o v e r an e i g h t - y e a r p e r i o d as a r e d u c t i o n o f d e p r e c i a t i o n expense. 
Unamortized c r e d i t s ($7,870 a t December 31, 1977) a r e i n c l u d e d i n the 
r e s e r v e s f o r d e p r e c i a t i o n . 

INCOME TAX POLICIES - L o u i s i a n a - P a c i f i c ' s p r o v i s i o n f o r income t a x as 
a p e r c e n t o f income b e f o r e t a x i n 1977, 1976, 1974 and 1973 i s l e s s 
t h a n the F e d e r a l t a x r a t e o f 48% p r i m a r i l y because o f p r o v i s i o n s i n 
th e I n t e r n a l Revenue Code which a c c o r d c a p i t a l g a i n s t r e a t m e n t , a t 
th e c a p i t a l g a i n s r a t e o f 30%, t o t h e excess o f f a i r market v a l u e 
o v e r c o s t o f t i m b e r h a r v e s t e d . In 1975 t h e p r o v i s i o n i s l e s s t h a n 
t h e F e d e r a l r a t e p r i m a r i l y due t o t a x r e d u c t i o n s a t t r i b u t a b l e t o the 
t i m i n g o f the change t o t h e LIFO method o f v a l u i n g i n v e n t o r i e s and 
the d e f e r r a l o f t a x e s upon a p o r t i o n o f the income o f L o u i s i a n a -
P a c i f i c ' s d omestic i n t e r n a t i o n a l s a l e s c o r p o r a t i o n (DISC). 
L o u i s i a n a - P a c i f i c changed i t s method o f v a l u i n g l o g and lumber 
i n v e n t o r i e s from average c o s t t o LIFO i n 1974 f o r f i n a n c i a l purposes 
and i n 1975 f o r t a x pu r p o s e s . The t i m i n g o f the LIFO change 
r e s u l t e d i n a permanent d i f f e r e n c e between f i n a n c i a l and t a x income 
i n 1975. The I n t e r n a l Revenue Code p r o v i d e s t h a t a p o r t i o n o f t h e 
income o f a DISC i s permanently d e f e r r e d from t a x a b l e income i f t h e 
income remains i n v e s t e d i n c e r t a i n a s s e t s o f the DISC. Income 
r e t a i n e d i n the DISC upon which t a x e s have not been p r o v i d e d amounted 
t o $9,950, $7,640 and $5,250 a t December 31, 1977, 1976 and 1975 and 
none a t December 31, 1974. The t a b l e below summarizes the d i f f e r 
ences i n the F e d e r a l and e f f e c t i v e t a x r a t e s . 
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1977 1976 1975 1974 1973 

48% 48% 48% 48% 48% 
(12) (16) - (14) (9) 

3 3 1 3 3 
(1) (2) (15) - (2) 
- - (8) - -

(1) 4 (2) 1 2 

37% 37% 24% 38% 42% 

D e f e r r e d income t a x e s r e s u l t from t i m i n g d i f f e r e n c e s i n the r e c o g n i 
t i o n of income and expense f o r f i n a n c i a l r e p o r t i n g and t a x purposes. 
The f o l l o w i n g t a b l e summarizes the major components o f d e f e r r e d t a x e s 
p r o v i d e d . 

1977 1976 1975 1974 1973 

$3,680 $5,340 $3,410 $ - $3,000 
360 240 450 320 470 

(740) (60) 330 40 120 
600 (520) (3,180) (1,190) (2,040) 

420 490 (820) 820 -
(570) 60 450 1,200 (1,640) 
(750) (860) 560 (290) 90 

$3,000 $4,690 $1,200 $ 900 $ -
A l s o , $7,010 o f d e f e r r e d t a x e s was a c q u i r e d w i t h K e t c h i k a n on Novem
ber 1, 1976. 

OLINKRAFT, INC.  

A c c o u n t i n g P o l i c y 

INCOME TAXES. The c u r r e n t p r o v i s i o n f o r F e d e r a l income t a x e s g i v e s 
r e c o g n i t i o n t o investment t a x c r e d i t s r e c o r d e d on the f l o w - t h r o u g h 
method. 

D e f e r r e d income t a x e s are p r o v i d e d f o r t i m i n g d i f f e r e n c e s . 

I t i s the Company's p o l i c y t o a c c r u e a p p r o p r i a t e F e d e r a l and f o r e i g n 
income t a x e s on e a r n i n g s o f f o r e i g n s u b s i d i a r i e s and the Company's 
wholly-owned Domestic I n t e r n a t i o n a l S a l e s C o r p o r a t i o n (DISC) which 
ar e i n t e n d e d t o be r e m i t t e d t o the p a r e n t company. No p r o v i s i o n has 
been made f o r income t a x e s on the u n d i s t r i b u t e d e a r n i n g s o f the 
f o r e i g n s u b s i d i a r i e s through December 31, 1977, and on the u n d i s t r i 
buted e a r n i n g s of the DISC s u b s i d i a r y a t December 31, 1975, as the 
Company i n t e n d s t o c o n t i n u e r e i n v e s t i n g these e a r n i n g s . 
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F e d e r a l t a x r a t e 
C a p i t a l g a i n s 
S t a t e income t a x e s . . . 
DISC income 
Tim i n g o f LIFO change. 
Other 

D e p r e c i a t i o n 
Cost of t i m b e r h a r v e s t e d . 
C a p i t a l i z e d i n t e r e s t and 

s t a r t - u p c o s t s 
Tax b a s i s o f i n v e n t o r i e s . 
Income not t a x a b l e u n t i l 

f u t u r e p e r i o d s 
Expenses not d e d u c t i b l e 

u n t i l p a i d 
O ther, net 



Income Taxes Footnote 

The p r o v i s i o n f o r income t a x e s i s composed of ( i n t h o u s a n d s ) : 

1977 1976 

F e d e r a l : 
C u r r e n t $10,479 $17,020 
Investment t a x c r e d i t s (8,710) (4,555) 
D e f e r r e d 

F o r e i g n : 
C u r r e n t 
D e f e r r e d 

S t a t e 

The f o l l o w i n g i s a r e c o n c i l i a t i o n o f the s t a t u t o r y F e d e r a l and 
e f f e c t i v e t a x r a t e s : 

6,171 13,679 

1,315 2,132 
289 151 

1 ,604 2,283 
1,965 2,085 

$ 9,740 $18,047 

1977 1976 

S t a t u t o r y F e d e r a l t a x r a t e 48.0% 48.0% 
Investment t a x c r e d i t s (19.7) (8.8) 
Items t a x e d as c a p i t a l g a i n s , p r i n c i p a l l y the 

a c c r e t i v e v a l u e of t i m b e r consumed i n p r o d u c t i o n . . . . (5.7) (3.4) 
Income of f o r e i g n s u b s i d i a r i e s not s u b j e c t e d t o U.S. 

t a x e s l e s s f o r e i g n t a x e s p r o v i d e d (3.5) (2.9) 
S t a t e income t a x e s , l e s s F e d e r a l t a x b e n e f i t 2.3 2.0 
Other 0.6 0.1 

22.0% 35.0% 

The major s o u r c e s of d e f e r r e d F e d e r a l and f o r e i g n income t a x e s and 
the r e l a t e d t a x e f f e c t o f each are as f o l l o w s ( i n t h o u s a n d s ) : 

Tax E f f e c t 
1977 1976 

Excess o f t a x over book d e p r e c i a t i o n and c o s t o f 
t i m b e r h a r v e s t e d $1,949 $1,561 

Expenses ( p r i n c i p a l l y compensation) d e d u c t i b l e i n 
f u t u r e y e a r s f o r t a x purposes (114) (722) 

Expenses c a p i t a l i z e d ( p r i n c i p a l l y i n t e r e s t ) 
d e d u c t i b l e i n f u t u r e y e a r s f o r book purposes 2,171 184 

Other - net 685 342 

$4,691 $1,365 
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At December 31, 1977 and 1976, the amounts o f u n d i s t r i b u t e d e a r n i n g s 
o f f o r e i g n and DISC s u b s i d i a r i e s on which no F e d e r a l income t a x e s 
have been p r o v i d e d were as f o l l o w s ( i n t h o u s a n d s ) : 

1977 1976 

F o r e i g n s u b s i d i a r i e s ' e a r n i n g s $31,691 $26,834 
DISC s u b s i d i a r y e a r n i n g s 1,818 1,818 

$33,509 $28,652 

I n c l u d e d i n o t h e r r e c e i v a b l e s a t December 31, 1977, were r e f u n d a b l e 
F e d e r a l income t a x e s i n the amount o f $3,860,000 a t t r i b u t a b l e t o an 
i n v e s t m e n t t a x c r e d i t c a r r y - b a c k . 
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EXTRAORDINARY ITEMS 

A c c o u n t i n g P r i n c i p l e s Board O p i n i o n No. 30, " R e p o r t i n g the R e s u l t s o f 
O p e r a t i o n s " , s i g n i f i c a n t l y c u r t a i l e d the c l a s s i f i c a t i o n o f t r a n s a c t i o n s 
o r events as e x t r a o r d i n a r y . 

DISCLOSURES 

Only one company r e p o r t e d an e x t r a o r d i n a r y i t e m i n 1977, F i b r e b o a r d 
C o r p o r a t i o n . In 1976 B o i s e Cascade C o r p o r a t i o n was the o n l y company 
i n c l u d e d i n the survey t o r e p o r t an e x t r a o r d i n a r y i t e m . 

The 1977 d i s c l o s u r e i s shown below: 

FIBREBOARD CORPORATION 

Income Taxes Fo o t n o t e 

The income t a x e s i n the 1977 statement of income c o n s i s t o f the 
f o l l o w i n g : 

( i n thousands 
o f d o l l a r s ) 

C o n t i n u i n g o p e r a t i o n s : 
P r o v i s i o n i n l i e u o f F e d e r a l income t a x $ (700) 

E x t r a o r d i n a r y g a i n : 
B e n e f i t from u t i l i z a t i o n o f l o s s c a r r y 

f o r w a r d f o r f i n a n c i a l r e p o r t i n g purposes... 700 
B e n e f i t from r e a l i z a t i o n o f l o s s c a r r y - b a c k 

f o r t a x purposes 800 
1,500 

$ 800 

Co m p l e t i o n o f the Carton Group p l a n o f d i s p o s a l (Note 4) caused 
F i b r e b o a r d t o s u s t a i n a net o p e r a t i n g l o s s f o r F e d e r a l income t a x 
purposes of a p p r o x i m a t e l y $12,000,000 i n 1977. The Company has d e c i d e d 
t o c a r r y t h i s l o s s back t o 1974, the o n l y year i n the c a r r y - b a c k 
p e r i o d i n which F i b r e b o a r d can o b t a i n any t a x b e n e f i t . 
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LEASE DISCLOSURE 

Statement o f F i n a n c i a l A c c o u n t i n g S t a n d a r d s No. 13 (FAS No. 13), 
" A c c o u n t i n g f o r L e a s e s " was i s s u e d i n November 1976 and e s t a b l i s h e d 
s t a n d a r d s o f f i n a n c i a l a c c o u n t i n g and r e p o r t i n g l e a s e s by l e s s e e s 
and l e s s o r s . The Statement supersedes a l l p r e v i o u s pronouncements 
on a c c o u n t i n g f o r l e a s e s and a p p l i e s t o a l l agreements c o n v e y i n g 
the r i g h t t o use p r o p e r t y , p l a n t , o r equipment ( l a n d and/or depre
c i a b l e a s s e t s ) . The Statement does not a p p l y t o l e a s e agreements 
c o n c e r n i n g the r i g h t s t o e x p l o r e f o r or t o e x p l o i t n a t u r a l r e s o u r c e s . 
I t a l s o does not a p p l y t o c e r t a i n l i c e n s i n g agreements. The S t a t e 
ment e s t a b l i s h e s c r i t e r i a f o r c l a s s i f y i n g l e a s e s and p r e s c r i b e s 
a c c o u n t i n g and r e p o r t i n g r e q u i r e m e n t s f o r each c l a s s i f i c a t i o n . 

LEASE DISCLOSURE 

E i g h t e e n companies d i s c l o s e d l e a s e i n f o r m a t i o n and a l l e i g h t e e n 
i n d i c a t e d t h a t they adopted F i n a n c i a l A c c o u n t i n g S t a n d a r d No. 13 t o 
some e x t e n t . 

COMPLIANCE WITH FINANCIAL  
ACCOUNTING STANDARD NO. 13 

The e x t e n t o f compliance w i t h F i n a n c i a l A c c o u n t i n g S t a n d a r d No. 13 
d i s c l o s e d by the e i g h t e e n companies was as f o l l o w s : 

Number o f 
Companies 

A p p l i e d o n l y t o l e a s e t r a n s a c t i o n s 
e n t e r e d i n t o a f t e r J anuary 1, 1977 9 

A p p l i e d r e t r o a c t i v e l y 9 

The companies which a p p l i e d FAS No. 13 p r o s p e c t i v e l y handled the 
r e q u i r e d d i s c l o s u r e s r e l a t i n g t o o p e r a t i n g l e a s e s which were 
e n t e r e d i n t o p r i o r t o January 1, 1977 but a c c o r d i n g t o the p r o v i s i o n s 
o f FAS No. 13 would meet the c r i t e r i a o f a c a p i t a l l e a s e as f o l l o w s : 

E f f e c t on Net E a r n i n g s 

Three companies d i s c l o s e d t h a t the e f f e c t on 
1977 net e a r n i n g s would be i m m a t e r i a l . 

Three companies d i s c l o s e d t h a t the e f f e c t on 
net e a r n i n g s f o r 1977 and 1976 would be 
i m m a t e r i a l . 

Two companies d i s c l o s e d the d o l l a r e f f e c t on 
1977 net e a r n i n g s which i n both cases was a 
de c r e a s e . 

One company d i d not d i s c l o s e any d a t a . 
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E f f e c t on A s s e t s and L i a b i l i t i e s 

Seven companies d i s c l o s e d the d o l l a r amounts of 
a s s e t s and l i a b i l i t i e s t h a t would have been i n c l u d e d 
i n the balance s h e e t s as o f December 31, 1977 and 
1976. 

One company d i s c l o s e d o n l y the e f f e c t s on the 
December 31, 1977 b a l a n c e s h e e t . 

One company d i d not f u r n i s h any i n f o r m a t i o n . 

The n i n e companies which a p p l i e d FAS No. 13 r e t r o a c t i v e l y handled i t 
i n the f o l l o w i n g ways: 

One company (Champion I n t e r n a t i o n a l C o r p o r a t i o n ) r e s t a t e d 
i t s f i n a n c i a l s t a t e m e n t s f o r 1977 and 1976 and r e f l e c t e d 
the c u m u l a t i v e e f f e c t i n the 1975 f i n a n c i a l s tatements 
f o r the change p r i o r t o 1976. 

Two companies r e f l e c t e d the c u m u l a t i v e e f f e c t of the 
a c c o u n t i n g change i n p r i o r y e a r s . The Mead C o r p o r a t i o n 
c a r r i e d the c u m u l a t i v e e f f e c t back ,to t h e i r 1971 f i n a n 
c i a l s t atements w h i l e S c o t t Paper Company r e f l e c t e d i t 
i n t h e i r 1975 f i n a n c i a l s t a t e m e n t s . Both companies s t a t e d 
t h a t the e f f e c t on subsequent f i n a n c i a l statements was 
i m m a t e r i a l . 

Three companies ( I n t e r n a t i o n a l Paper Company, K i m b e r l y -
C l a r k C o r p o r a t i o n and W i l l a m e t t e I n d u s t r i e s , I n c . ) 
r e f l e c t e d the c u m u l a t i v e e f f e c t o f the a c c o u n t i n g change 
i n t h e i r 1977 f i n a n c i a l s t a t e m e n t s . 

Three companies s t a t e d t h a t the e f f e c t on p r i o r y e a r s was 
i m m a t e r i a l and no adjustment o f the f i n a n c i a l s t atements 
was n e c e s s a r y . 

FINANCIAL STATEMENT DISCLOSURE 

One company ( S c o t t Paper Company) d i s c l o s e d c a p i t a l l e a s e s s e p a r a t e l y 
on the f a c e of i t s balance sheet f o r the a s s e t and l i a b i l i t y amounts. 
Three companies (The Mead C o r p o r a t i o n , S t . Regis Paper Company and 
W i l l a m e t t e I n d u s t r i e s , I n c . ) d i s c l o s e d c a p i t a l i z e d l e a s e s as a sep
a r a t e i t e m on t h e i r statement o f changes i n f i n a n c i a l p o s i t i o n . 

* * * * * * 
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The f o l l o w i n g are e x c e r p t s of l e a s e d i s c l o s u r e s made by c e r t a i n of 
the companies i n c l u d e d i n the s u r v e y : 

THE CONTINENTAL GROUP, INC.  

Lease Footnote 

In 1977, the Company changed the method o f a c c o u n t i n g f o r l e a s e s t o 
comply w i t h Statement No. 13 i s s u e d by the F i n a n c i a l A c c o u n t i n g S t a n d 
a r d s Board. The e f f e c t of t h i s change on 1977 net e a r n i n g s was imma
t e r i a l . I f the Company had accounted f o r a l l l e a s e s i n e x i s t e n c e 
b e f o r e January 1, 1977 i n accordance w i t h Statement No. 13, net prop
e r t y , p l a n t and equipment would have i n c r e a s e d by a p p r o x i m a t e l y $72 
m i l l i o n and $86 m i l l i o n and l i a b i l i t i e s would have i n c r e a s e d by approx
i m a t e l y $70 m i l l i o n and $86 m i l l i o n a t December 31, 1977 and 1976, 
r e s p e c t i v e l y . The e f f e c t on 1977 net e a r n i n g s f o r the year would 
have been i m m a t e r i a l . 

Leased a s s e t s t h a t were c a p i t a l i z e d at December 31, 1976 or have been 
accounted f o r s i n c e January 1, 1977, as c a p i t a l l e a s e s under Statement 
No. 13, were i n c l u d e d i n P r o p e r t y , P l a n t and Equipment a t December 31 
as f o l l o w s : 

1977 1976 

$35.6 $35. 6 
40.4 37. 1 
21.5 17. 4 

$54.5 $55. 3 

F u t u r e minimum r e n t a l payments on a l l n o n c a n c e l l a b l e o p e r a t i n g l e a s e s 
i n e f f e c t as of December 31, 1977, are as f o l l o w s : 
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( i n m i l l i o n s ) 

B u i l d i n g s 
Equipment 
Less accumulated d e p r e c i a t i o n 

I n a d d i t i o n t o c a p i t a l l e a s e s , the Company has o p e r a t i n g l e a s e commit
ments. T o t a l r e n t a l expense r e l a t e d t o o p e r a t i n g l e a s e s f o r the 
y e a r s e n d i n g December 31, 1977 and 1976 was $51.8 m i l l i o n and $48.3 
m i l l i o n , r e s p e c t i v e l y . 



( i n m i l l i o n s ) B u i l d i n g s Equipment T o t a l 

1978 $ 16.7 $ 7.8 $ 24.5 
1979 15.9 4.9 20.8 
1980 14.1 2.5 16.6 
1981 12. 1 1.6 13.7 
1982 10.5 1.1 11.6 
1983-1987 38.3 2.2 40.5 
A f t e r 1987 43.7 .7 44.4 

Minimum r e n t a l 
payments $151.3 $20.8 $172.1 

At December 31, 1977, f u t u r e minimum r e n t a l payments on c a p i t a l i z e d 
l e a s e s determined i n accordance w i t h Statement No. 13 are as f o l l o w s : 

( i n m i l l i o n s ) B u i l d i n g s Equipment T o t a l 

1978 $ 2.5 $ 3.4 $ 5.9 
1979 2.4 3.4 5.8 
1980 2.5 3.2 5.7 
1981 2.4 2.8 5.2 
1982 2.5 2.6 5. 1 
1983-1987 12.2 12.7 24.9 
A f t e r 1987 46.0 47.4 93.4 

Minimum r e n t a l 
payments 70.5 75.5 146.0 

Less amount r e p r e s e n t i n g 
i n t e r e s t 39.4 40.6 80.0 

P r e s e n t v a l u e o f minimum 
r e n t a l payments 3 1 - 1 34.9 66.0 

Less c u r r e n t p o r t i o n .4 1.3 1.7 

Long-term l e a s e debt at 
December 31, 1977 $30.7 $33.6 $64.3 

The amount n e c e s s a r y t o reduce the net minimum r e n t a l payments t o 
p r e s e n t v a l u e was c a l c u l a t e d u s i n g the Company's e s t i m a t e d i n c r e m e n t a l 
b o r r o w i n g r a t e i n e f f e c t a t the i n c e p t i o n o f the l e a s e s . 
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HAMMERMILL PAPER COMPANY 

Long-Term O b l i g a t i o n s Footnote  

Lease O b l i g a t i o n s 
C a p i t a l l e a s e s r e p r e s e n t c e r t a i n l e a s e s c o v e r i n g f a c i l i t i e s f i n a n c e d 
t h r o u g h i n d u s t r i a l revenue bonds, which have been c a p i t a l i z e d s i n c e 
t h e y r e p r e s e n t , i n s u b s t a n c e , i n s t a l l m e n t p u r c h a s e s . I t i s not p r a c 
t i c a b l e under e x i s t i n g a c c o u n t i n g procedures t o determine the gross 
amount of a s s e t s by c l a s s and r e l a t e d accumulated d e p r e c i a t i o n r e l a t i n g 
t o t h e s e c a p i t a l l e a s e s . 

I n a d d i t i o n , the company and i t s s u b s i d i a r i e s have o t h e r l o n g - t e r m 
c a n c e l l a b l e and n o n c a n c e l l a b l e l e a s e s c o v e r i n g r e a l e s t a t e , t r a n s p o r t 
a t i o n equipment and o t h e r equipment e x p i r i n g on v a r i o u s dates through 
2011 w i t h , i n some i n s t a n c e s , renewal p r i v i l e g e s . T o t a l r e n t a l 
expense f o r t h e s e o p e r a t i n g l e a s e s was as f o l l o w s : 

(Thousands of d o l l a r s ) 1977 1976 

Minimum r e n t a l s $8,238 $7,127 
L e s s : s u b l e a s e r e n t a l s (193) ( 168) 

$3,045 $6,959 

F u t u r e minimum r e n t a l payments due under a l l n o n c a n c e l l a b l e l e a s e s 
are as f o l l o w s : 

C a p i t a l O p e r a t i n g 
(Thousands of d o l l a r s ) Leases Leases 

1978 $ 4,563 $ 4,874 
1979 4,528 4,284 
1980 4,583 3,647 
1981 4,424 3,058 
1982 4,068 2,762 
1983 and subsequent 56,944 24,282 

T o t a l minimum l e a s e payments 79,110 $42,907 

I n t e r e s t i n c l u d e d i n r e n t a l payments 32,870 
P r e s e n t v a l u e of net minimum 

l e a s e payments $46,240 

In November 1976, the F i n a n c i a l A c c o u n t i n g Standards Board i s s u e d 
Statement No. 13, " A c c o u n t i n g f o r L e a s e s " (SFAS No. 13), which i s 
e f f e c t i v e f o r l e a s e s e n t e r e d i n t o on or a f t e r January 1, 1977, and 
r e q u i r e s r e t r o a c t i v e r e s t a t e m e n t o f f i n a n c i a l statements f o r f i s c a l 
y e a r s b e g i n n i n g a f t e r December 31, 1980. (The S e c u r i t i e s and Exchange 
Commission w i l l r e q u i r e r e t r o a c t i v e r e s t a t e m e n t i n f i s c a l y e a r s ending 
a f t e r December 25, 1978.) 
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C e r t a i n l e a s e s i n e f f e c t at January 2, 1 9 7 7 , which have been accounted 
f o r as o p e r a t i n g l e a s e s i n accordance w i t h e x i s t i n g a c c o u n t i n g p r o 
nouncements, would be c l a s s i f i e d as c a p i t a l l e a s e s under SFAS No. 1 3 . 
I f the company had g i v e n r e t r o a c t i v e e f f e c t t o SFAS No. 1 3 , a s s e t s 
would have i n c r e a s e d $ 1 4 , 3 0 0 , 0 0 0 , and l i a b i l i t i e s would have i n c r e a s e d 
$ 1 5 , 6 0 0 , 0 0 0 ( i n c l u d i n g c u r r e n t p o r t i o n o f $ 1,400 , 0 0 0 ) at January 2, 
1 9 7 7 . A s s e t s would have i n c r e a s e d $ 1 0 , 3 0 0 , 0 0 0 , and l i a b i l i t i e s 
$ 1 1 , 3 0 0 , 0 0 0 ( i n c l u d i n g c u r r e n t p o r t i o n o f $ 9 0 0 , 0 0 0 ) at January 1, 
1 9 7 8 . The e f f e c t on net income f o r the year ended January 1, 1 9 7 8 , 
i f such l e a s e s had been c a p i t a l i z e d , would not have been s i g n i f i c a n t . 

C a p i t a l l e a s e s e n t e r e d i n t o i n 1977 were not s i g n i f i c a n t . 

THE MEAD CORPORATION 

Change i n A c c o u n t i n g f o r Leases Footnote 

The f i n a n c i a l s t atements r e f l e c t the company's d e c i s i o n t o e a r l y 
adopt the p r o v i s i o n s of the F i n a n c i a l A c c o u n t i n g Standards Board 
statement w i t h r e s p e c t t o a c c o u n t i n g f o r l e a s e s . P r o v i s i o n s of t h i s 
s t atement are t o be a p p l i e d r e t r o a c t i v e l y . A c c o r d i n g l y , f i n a n c i a l 
s t a t e m e n t s f o r 1976 have been r e s t a t e d . C a p t i o n s i n the accompany
i n g f i n a n c i a l s t atements were a f f e c t e d as f o l l o w s : 

Year Ended December 31 1977 1976 

A l l d o l l a r amounts i n thousands 

I n c r e a s e i n p r o p e r t y , p l a n t 
and equipment ( n e t ) $38,630 $22,605 

Charges t o o t h e r c a p t i o n s 5,224 4,787 
I n c r e a s e i n l o n g - t e r m debt: 

C u r r e n t m a t u r i t i e s 5,518 5,132 
Long-term p o r t i o n 38,336 22,260 

In a d d i t i o n , r e t a i n e d e a r n i n g s at December 3 1 , 1971, were decreased 
by $1,965,000 f o r the c u m u l a t i v e net e a r n i n g s impact t o t h a t d a t e . 
The a d o p t i o n of t h i s statement had no s i g n i f i c a n t e f f e c t on net e a r n 
i n g s i n any of the y e a r s ended December 31, 1972, through December 31, 
1977, and net e a r n i n g s f o r 1972 thro u g h 1976 have not been r e s t a t e d ; 
however, r e c l a s s i f i c a t i o n s have been made t o r e f l e c t the change from 
r e n t expense t o d e p r e c i a t i o n and i n t e r e s t expense. 

C e r t a i n o t h e r r e c l a s s i f i c a t i o n s have a l s o been made i n the 1976 
f i n a n c i a l s t a t e m e n t s t o conform t o the c l a s s i f i c a t i o n s used i n 1977. 
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SCOTT PAPER COMPANY 

Lease Footnote 

I n 1977, S c o t t adopted the method of a c c o u n t i n g f o r l e a s e s r e q u i r e d 
by the F i n a n c i a l A c c o u n t i n g S tandards Board and a p p l i e d i t r e t r o a c 
t i v e l y t o the Company's c o n s o l i d a t e d f i n a n c i a l s t a t e m e n t s f o r 1975 
and 1976. 

The new s t a n d a r d d e f i n e s two t y p e s of l e a s e s : c a p i t a l and o p e r a t i n g . 
A c a p i t a l l e a s e t r a n s f e r s s u b s t a n t i a l l y a l l o f the b e n e f i t s and r i s k s 
o f ownership of the l e a s e d p r o p e r t y t o the Company. The Company 
t h e r e f o r e a c c o u n t s f o r i t as an a s s e t f i n a n c e d by a r e l a t e d debt 
o b l i g a t i o n . A l l o t h e r t y p e s o f l e a s e s are o p e r a t i n g l e a s e s and are 
a c c o u n t e d f o r as o p e r a t i n g expenses. Under the p r e v i o u s method, 
e s s e n t i a l l y a l l l e a s e s were accounted f o r as o p e r a t i n g l e a s e s . 

C a p i t a l L eases: The Company's c a p i t a l l e a s e s c o n s i s t p r i m a r i l y o f 
i t s P h i l a d e l p h i a h e a d q u a r t e r s o f f i c e and r e s e a r c h c e n t e r , f o u r l a r g e 
warehouses, data p r o c e s s i n g equipment and the s a l e s a u t o m o b i l e f l e e t . 
As a r e s u l t of the new a c c o u n t i n g method, c a p i t a l l e a s e s are r e f l e c t e d 
on the Company's c o n s o l i d a t e d b a l a n c e sheet as f o l l o w s : 

(Thousands) 
December 31 

1977 1976 

Land 
B u i l d i n g s 
M achinery and equipment 

Accumulated d e p r e c i a t i o n 
C a p i t a l l e a s e s 

C u r r e n t l e a s e o b l i g a t i o n s 
Long-term l e a s e o b l i g a t i o n s 
T o t a l l e a s e o b l i g a t i o n s 

$ 149 
22,724 
7,933 

30,806 
(12,257) 
$18,549 

$ 2,147 
17,433 

$19,580 

$ 149 
22,724 
6,761 

29,634 
(11,016) 
$18,618 

$ 1,706 
18,081  

$19,787 

The c u m u l a t i v e e f f e c t of a d o p t i n g t h i s new method decreased 1975 
e a r n i n g s by $608,000. T h i s change i n method d i d not have a m a t e r i a l 
e f f e c t on r e p o r t e d e a r n i n g s i n 1977 and 1976, s i n c e the i n c r e a s e s i n 
i n t e r e s t expense ($1,205,000 i n 1977 and $1,225,000 i n 1976) and de
p r e c i a t i o n expense ($1,889,000 i n 1977 and $1,744,000 i n 1976) were 
o f f s e t by d e c r eases i n o t h e r c o s t s and expenses. 
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Under the new a c c o u n t i n g s t a n d a r d , the amount r e c o r d e d as l e a s e 
o b l i g a t i o n s r e p r e s e n t s the f u t u r e minimum l e a s e payments ($31,596,000) 
l e s s the i m p l i c i t i n t e r e s t p o r t i o n of those payments ($12,016,000) 
t o a r r i v e a t the pr e s e n t v a l u e o f the f u t u r e minimum l e a s e payments. 
The f u t u r e minimum l e a s e payments and the p r e s e n t v a l u e o f these 
payments a t December 31, 1977, are as f o l l o w s : 

Y e a r Ending December 31: (Thousands) 
1978 $ 3,351 
1979 3,098 
1980 2,385 
1981 1,503 
1982 1,122 
L a t e r y e a r s 20,137 
T o t a l minimum l e a s e payments 31,596 

I n t e r e s t p o r t i o n of payments (12,016) 
P r e s e n t v a l u e o f f u t u r e minimum l e a s e 

payments ( t o t a l l e a s e o b l i g a t i o n s ) $19,580 

O p e r a t i n g Leases: The Company's o p e r a t i n g l e a s e s c o n s i s t p r i n c i 
p a l l y o f l e a s e s f o r o f f i c e and warehouse space, data p r o c e s s i n g 
equipment and t r a n s p o r t a t i o n equipment and are used g e n e r a l l y t o 
f u l f i l l temporary or f l u c t u a t i n g needs. A m a j o r i t y o f these l e a s e s 
e x p i r e d u r i n g the next 3 y e a r s . 

R e n t a l expense f o r a l l o p e r a t i n g l e a s e s was $10,068,000 and 
$7,989,000 f o r the y e a r s ended December 31, 1977 and December 31, 
1976, r e s p e c t i v e l y . The f u t u r e minimum r e n t a l payments r e q u i r e d 
under those o p e r a t i n g l e a s e s h a v i n g an i n i t i a l or r e m a i n i n g non-
c a n c e l a b l e l e a s e term i n excess o f one year as o f December 31, 1977, 
are as f o l l o w s : 

Year Ending December 31: (Thousands) 
1978 $ 2,933 
1979 1,487 
1980 1,066 
1981 805 
1982 699 
L a t e r y e a r s 4,812 
T o t a l minimum payments r e q u i r e d $11,802 
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WESTVACO CORPORATION 

L e a s i n g A c t i v i t i e s F o o t n o t e s 

The Company l e a s e s a v a r i e t y o f a s s e t s used i n i t s o p e r a t i o n s 
i n c l u d i n g mobile equipment, computers, p r o c e s s c o n t r o l equipment and 
r e a l e s t a t e such as a d m i n i s t r a t i v e o f f i c e s , paper c o n v e r t i n g p l a n t s 
and s t o r a g e f a c i l i t i e s . Most major l e a s e s f o r a d m i n i s t r a t i v e o f f i c e s 
and c o n v e r t i n g p l a n t s c o n t a i n o p t i o n s which a l l o w the Company t o 
purchase the p r o p e r t i e s or t o extend l e a s e terms f o r p e r i o d s up t o 
25 y e a r s , e n a b l i n g the Company t o r e t a i n the use o f such f a c i l i t i e s 
i n e s t a b l i s h e d a r eas of o p e r a t i o n s . C e r t a i n l e a s e s p r o v i d e f o r 
e s c a l a t i o n of the l e a s e payments as maintenance c o s t s and t a x e s 
i n c r e a s e . 

C a p i t a l l e a s e s . A s s e t s a c q u i r e d under c a p i t a l l e a s e s i n c l u d e d i n 
p l a n t and t i m b e r l a n d s a t October 3 1 , 1 9 7 7 , are as f o l l o w s : 

I n thousands 

Machinery 
L e s s : accumulated d e p r e c i a t i o n 

Minimum l e a s e payments and t h e i r p r e s e n t v a l u e under the above 
l e a s e s f o r y e a r s a f t e r 1977 are as f o l l o w s : 

I n thousands 

1978 $ 996 
1979 9 0 5 
1980 7 8 2 
1981 3 9 3 
1982 240 
L a t e r y e a r s 287 
Minimum l e a s e payments 3 , 6 0 3 
L e s s : e s t i m a t e d e x e c u t o r y c o s t s [207] 

i n t e r e s t [580] 
P r e s e n t v a l u e of net minimum 

l e a s e payments $ 2 , 8 1 6 

There were no n o n c a n c e l l a b l e s u b l e a s e s , nor any c o n t i n g e n t r e n t a l s 
p a i d , w i t h r e s p e c t t o c a p i t a l l e a s e s . C o n t i n g e n t r e n t a l s may be 
p a i d under c e r t a i n v e h i c l e l e a s e s based on m i l e a g e . 

E x e c u t o r y c o s t s i n c l u d e maintenance expenses and t a x e s . I n t e r e s t 
i s based on the lower o f the Company's bor r o w i n g r a t e or the r a t e 
i m p l i c i t i n the l e a s e payments a t the i n c e p t i o n o f the l e a s e . 

$ 3 , 1 2 8 
( 3 1 9 ) 

$ 2 , 8 0 9 
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The p r e s e n t v a l u e of net minimum l e a s e payments i s i n c l u d e d i n 
the c u r r e n t and n o n c u r r e n t p o r t i o n s of l o n g - t e r m o b l i g a t i o n s . 

O p e r a t i n g l e a s e s : Lease arrangements which are not c l a s s i f i e d 
as c a p i t a l l e a s e s are c o n s i d e r e d o p e r a t i n g l e a s e s . Minimum 
r e n t a l payments under o p e r a t i n g l e a s e s t h a t have i n i t i a l or 
r e m a i n i n g n o n c a n c e l l a b l e l e a s e terms i n excess o f 12 months f o r 
y e a r s a f t e r 1977 are as f o l l o w s : 

I n thousands 
R e a l 

E s t a t e Equipment 
Sublease 
R e n t a l s 

Net 
R e n t a l s 

1978 
1979 
1980 
1981 
1982 
1983-1987 
1988-1992 
1993-1997 
T h e r e a f t e r 

$ 2,719 
2,658 
2,580 
2,446 
2,365 
11,122 
10,766 
1,997 

251 

$ 6,880 
5, 103 
3,508 
2,459 
1,708 
2,512 

232 

$ [583] 
[545] 
[545] 
[545] 
[430] 
[227] 

$ 9,016 
7,216 
5,543 
4,360 
3,643 
13,407 
10,998 
1,997 

251 

T o t a l $36,904 $22,402 $[2,875] $56,431 
Minimum, c o n t i n g e n t , s u b l e a s e and net r e n t a l s under o p e r a t i n g 
l e a s e s , o t h e r t h a n l e a s e s w i t h terms o f one month or l e s s 
t h a t were not renewed, were $14,838,000 (1976-$13,678,000), 
$1,456,000 (1976-$1,342,000), $1,015,000 (1976-$ 1,014,000), 
and $15,279,000 (1976-$14,006,000), r e s p e c t i v e l y . 

F i n a n c i n g l e a s e s : In accordance w i t h S e c u r i t i e s and Exchange 
Commission d e f i n i t i o n s , the c a p i t a l i z a t i o n and a m o r t i z a t i o n of 
a l l f i n a n c i n g l e a s e s would not have had a m a t e r i a l impact on net 
income. 
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1977 ACCOUNTING CHANGES 

N i n e t e e n companies i n 1977 as compared t o f o u r i n the p r i o r year 
d i s c l o s e d a c c o u n t i n g changes as f o l l o w s : 

CHANGE IN ACCOUNTING PRINCIPLE - ADOPTION OF FAS No. #13 

P r i o r Y e a r s ' F i n a n c i a l Statements Not R e s t a t e d 

B o i s e Cascade C o r p o r a t i o n 
Chesapeake C o r p o r a t i o n of V i r g i n i a 
The C o n t i n e n t a l Group, I n c . 
Crown Z e l l e r b a c h C o r p o r a t i o n 
F e d e r a l Paper Board Company, I n c . 
F i b r e b o a r d C o r p o r a t i o n 
Hammermill Paper Company 
I n t e r n a t i o n a l Paper Company 
K i m b e r l y - C l a r k C o r p o r a t i o n 
O l i n k r a f t , I n c . 
S t . Regis Paper Company 
Southwest F o r e s t I n d u s t r i e s , I n c . 
Westvaco C o r p o r a t i o n 
Weyerhaeuser Company 
W i l l a m e t t e I n d u s t r i e s , I n c . 

P r i o r Y e a r s ' F i n a n c i a l Statements R e s t a t e d 

Champion I n t e r n a t i o n a l C o r p o r a t i o n 
The Mead C o r p o r a t i o n 
S c o t t Paper Company 

CHANGE IN ACCOUNTING POLICY FOR THE INVESTMENT TAX CREDIT  
FROM THE DEFERRED METHOD TO THE FLOW THROUGH METHOD 

Great N o r t h e r n Nekoosa C o r p o r a t i o n 
S c o t t Paper Company 

CHANGE IN ACCOUNTING POLICY FOR DEPRECIATION 
FROM THE STRAIGHT-LINE TO UNITS-OF-PRODUCTION METHOD 

B o i s e Cascade C o r p o r a t i o n 
I n t e r n a t i o n a l Paper Company 
Southwest F o r e s t I n d u s t r i e s , I n c . 

* * * * * * * 
E x c e r p t s of c e r t a i n d i s c l o s u r e s are as f o l l o w s : 
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BOISE CASCADE CORPORATION 

A c c o u n t i n g P o l i c y  

P r o p e r t y 

I n January 1977, the Company adopted t h e u n i t s - o f - p r o d u c t i o n method 
o f d e p r e c i a t i o n f o r p r o p e r t y and equipment a t c e r t a i n of i t s wood 
p r o d u c t s and paper m a n u f a c t u r i n g f a c i l i t i e s i n o r d e r t o a c h i e v e a 
b e t t e r matching o f c o s t s and revenues d u r i n g the s e r v i c e l i v e s o f 
the f a c i l i t i e s . T h i s change d i d not have a m a t e r i a l e f f e c t on 
c o n s o l i d a t e d e a r n i n g s or on e a r n i n g s o f e i t h e r segment d u r i n g 1977 
o r on a c u m u l a t i v e b a s i s f o r p r i o r y e a r s . F a c i l i t i e s not a f f e c t e d 
by the change w i l l c o n t i n u e t o be d e p r e c i a t e d on the s t r a i g h t - l i n e 
method. The e s t i m a t e d s e r v i c e l i v e s o f the p r i n c i p a l items o f 
p r o p e r t y and equipment range from 3 t o 40 y e a r s . 

Leases F o o t n o t e 

The Company adopted the p r o v i s i o n s o f F i n a n c i a l A c c o u n t i n g S tandards 
Board Statement No. 13 - A c c o u n t i n g f o r L e a s e s , e f f e c t i v e January 1, 
1977. The p r o v i s i o n s o f t h i s Statement were not a p p l i e d t o l e a s e s 
i n e x i s t e n c e b e f o r e t h a t date because t h e r e t r o a c t i v e impact on net 
income and a s s e t s was not m a t e r i a l . . . 

CHAMPION INTERNATIONAL CORPORATION  

Commitments Fo o t n o t e 

In 1977, the Company changed i t s method o f a c c o u n t i n g f o r l e a s e s t o 
comply w i t h Statement No. 13 i s s u e d by the F i n a n c i a l A c c o u n t i n g 
S t a n d a r d s Board, the p r i m a r y e f f e c t of which was t o c a p i t a l i z e t he 
a s s e t s and r e l a t e d l e a s e o b l i g a t i o n s f o r a l l f i n a n c i n g l e a s e s and t o 
r e f l e c t i n t e r e s t and d e p r e c i a t i o n expense i n l i e u of l e a s e r e n t a l 
expense. 

F i n a n c i a l s t a t e m e n t s f o r p r i o r p e r i o d s have been r e s t a t e d t o a p p l y 
the new method r e t r o a c t i v e l y . The change i n c r e a s e d 1977 net income 
by $81,088, decreased 1976 net income as p r e v i o u s l y r e p o r t e d by 
$101,000 and decreased 1975 net income as p r e v i o u s l y r e p o r t e d by 
$1,722,000... 
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GREAT NORTHERN NEKOOSA CORPORATION 

A c c o u n t i n g P o l i c y  

Income Taxes 
B e g i n n i n g i n 1977, the i n v e s t m e n t t a x c r e d i t i s r e f l e c t e d i n income 
on the f l o w through method. R e f e r t o Note (2) t o C o n s o l i d a t e d 
F i n a n c i a l S t a t ements. 
Change i n A c c o u n t i n g f o r the Investment Tax C r e d i t F o o t n o t e 

In 1977, the Company adopted the f l o w through method o f a c c o u n t i n g 
f o r the i n v e s t m e n t t a x c r e d i t , which r e c o g n i z e s the investment t a x 
c r e d i t i n the y e a r the c r e d i t i s deducted from t a x e s . P r i o r t o 
1977, the i n v e s t m e n t t a x c r e d i t was r e c o g n i z e d under the d e f e r r e d 
method as a r e d u c t i o n o f income t a x e s over the e s t i m a t e d u s e f u l 
l i v e s of the r e l a t e d a s s e t s . T h i s a c c o u n t i n g change was made i n 
o r d e r t h a t the Company's f i n a n c i a l r e p o r t i n g would conform more 
c l o s e l y t o the m a j o r i t y o f companies i n the f o r e s t p r o d u c t s i n d u s t r y . 

T h i s change i n c r e a s e d the Company's net income i n 1977 by $4.7 
m i l l i o n or $.30 a s h a r e . The c u m u l a t i v e e f f e c t on y e a r s p r i o r t o 
1977, amounting t o $17.2 m i l l i o n , o f changing the method o f a c c o u n t 
i n g f o r the investment t a x c r e d i t i s shown s e p a r a t e l y i n the C o n s o l i 
d a t e d Statements o f Income. The b a l a n c e , $2.0 m i l l i o n , o f the 
i n v e s t m e n t t a x c r e d i t d e f e r r e d i n p r i o r y e a r s has been r e c l a s s i f i e d , 
as o f December 31, 1977, t o a c c r u e d f e d e r a l and s t a t e income t a x e s 
i n the Company's C o n s o l i d a t e d B a l a n c e S h e e t s , pending c o m p l e t i o n o f 
e x a m i n a t i o n of such y e a r s by the I n t e r n a l Revenue S e r v i c e . 

Pro forma amounts shown i n the C o n s o l i d a t e d Statements o f Income f o r 
1976 r e f l e c t the r e t r o a c t i v e a p p l i c a t i o n o f the f l o w through method 
o f a c c o u n t i n g f o r the investment t a x c r e d i t . 

INTERNATIONAL PAPER COMPANY  

A c c o u n t i n g P o l i c y 

PLANTS AND PROPERTIES. E f f e c t i v e January 1, 1977, the Company 
adopted, f o r f i n a n c i a l r e p o r t i n g p u r p o s e s , the U n i t o f P r o d u c t i o n 
method o f d e p r e c i a t i n g i t s pulp and paper m i l l s i n o r d e r t o more 
d i r e c t l y r e l a t e d e p r e c i a t i o n charges t o wear and t e a r on f a c i l i t i e s . 
The e f f e c t of t h i s change on 1977 net e a r n i n g s i s not s i g n i f i c a n t . 
F u r t h e r , had t h i s method been used i n p r i o r y e a r s , both i t s cumula
t i v e e f f e c t though December 31, 1977, and i t s e f f e c t on net e a r n i n g s 
f o r the y e a r 1976 would not have been s i g n i f i c a n t . . . 
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SOUTHWEST FOREST INDUSTRIES, INC.  

A c c o u n t i n g P o l i c y 

DEPLETION, AMORTIZATION, DEPRECIATION AND CAPITALIZATION. E f f e c t i v e 
J a n uary 1, 1977, the d e p r e c i a t i o n method a t the Company's Snowflake, 
A r i z . paper m i l l was changed from s t r a i g h t - l i n e t o u n i t s - o f - p r o d u c 
t i o n . D e p r e c i a t i o n o f o t h e r p l a n t s and equipment i s computed on 
the s t r a i g h t - l i n e method u s i n g s e r v i c e l i v e s o f t h r e e t o f o r t y y e a r s . 

Change i n D e p r e c i a t i o n Methods Fo o t n o t e 

E f f e c t i v e January 1, 1977, the method o f computing d e p r e c i a t i o n a t 
the Company's Snowflake, A r i z . paper m i l l was changed from s t r a i g h t -
l i n e t o u n i t s - o f - p r o d u c t i o n . T h i s method was adopted i n o r d e r t o 
more a p p r o p r i a t e l y r e l a t e d e p r e c i a t i o n charges t o the s e r v i c e l i f e 
o f the m i l l and t o be c o n s i s t e n t w i t h the d e p r e c i a t i o n method i n 
use f o r the Company's lumber and plywood p l a n t s . The c u m u l a t i v e 
e f f e c t o f the change on y e a r s p r i o r t o 1977 o f $1,493,000 (net o f 
income t a x e s of $1,700,000) i s i n c l u d e d i n income f o r 1977. The 
e f f e c t o f the change i n 1977 was t o i n c r e a s e net income by a p p r o x i 
m a t e l y $504,000 ($.09 per sha r e ) and, had the new method been i n 
e f f e c t i n 1976, net income i n 1976 would have i n c r e a s e d by a p p r o x i 
m a t e l y $786,000 ($.16 p er s h a r e ) . 

ST. REGIS PAPER COMPANY  

A c c o u n t i n g Change Fo o t n o t e 

I n 1977, the Company changed i t s method o f a c c o u n t i n g f o r l e a s e s 
e n t e r e d i n t o on or a f t e r January 1, 1977, t o conform w i t h the 
re q u i r e m e n t s of Statement No. 13 o f the F i n a n c i a l A c c o u n t i n g 
S t a n d a r d s Board. 

Reference s h o u l d be made t o the Notes t o F i n a n c i a l Statements 
c a p t i o n e d " P r o p e r t y , P l a n t , and Equipment" and " N o n - C a p i t a l i z e d 
Lease O b l i g a t i o n s and Commitments". 

I f the company had accounted f o r c a p i t a l l e a s e s e n t e r e d i n t o p r i o r 
t o J a n uary 1, 1977, i n accordance w i t h the re q u i r e m e n t s o f F i n a n 
c i a l A c c o u n t i n g Standards No. 13, a s s e t s would have been i n c r e a s e d 
by a p p r o x i m a t e l y $32,000,000 and $43,000,000, and l i a b i l i t i e s would 
have been i n c r e a s e d by a p p r o x i m a t e l y $35,000,000 and $46,000,000 as 
o f December 31, 1977 and 1976, r e s p e c t i v e l y . Net e a r n i n g s f o r the 
y e a r s ended December 31, 1977 and 1976, would not have m a t e r i a l l y 
changed. 
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WILLAMETTE INDUSTRIES, INC. 

A c c o u n t i n g P o l i c y 
PROPERTY, PLANT AND EQUIPMENT - P l a n t s which a r e l e a s e d under 
l o n g - t e r m l e a s e arrangements were c a p i t a l i z e d i n 1977 i n accordance 
w i t h the 1977 F i n a n c i a l A c c o u n t i n g S t a n d a r d s Board statement on 
" A c c o u n t i n g f o r L e a s e s " . The c o s t of t h e s e p l a n t s i s not 
s i g n i f i c a n t i n r e l a t i o n t o the t o t a l i n v e s t m e n t i n p r o p e r t y , p l a n t 
and equipment, nor d i d t h e ad j u s t m e n t s made i n 1977 t o r e f l e c t 
r e t r o a c t i v e a p p l i c a t i o n of the statement have a m a t e r i a l impact on 
net e a r n i n g s f o r the y e a r . 
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SEGMENT REPORTING 

FASB STATEMENT NO. 14 

In December 1976, the F i n a n c i a l A c c o u n t i n g Standards Board i s s u e d 
Statement No. 14 e n t i t l e d " F i n a n c i a l R e p o r t i n g f o r Segments o f a 
B u s i n e s s E n t e r p r i s e " . T h i s statement r e q u i r e s t h a t the f i n a n c i a l 
s t a t e m e n t s o f a b u s i n e s s e n t e r p r i s e i n c l u d e c e r t a i n i n f o r m a t i o n 
r e l a t i n g t o : 

The e n t e r p r i s e ' s o p e r a t i o n s i n d i f f e r e n t i n d u s t r i e s . 

I t s f o r e i g n o p e r a t i o n s and e x p o r t s a l e s . 

I t s major customers. 

E a r l y a p p l i c a t i o n o f t h i s pronouncement was encouraged, however, the 
Statement became e f f e c t i v e f o r f i n a n c i a l s t a t e m e n t s w i t h f i s c a l y e a r s 
b e g i n n i n g a f t e r December 15, 1976. 

ADOPTION OF FASB 14 

Twenty-four o f the t w e n t y - f i v e companies s u r v e y e d p r e s e n t e d segment 
i n f o r m a t i o n i n compliance w i t h FASB 14. Of t h e s e t w e n t y - f o u r com
p a n i e s , s i x s p e c i f i c a l l y d i s c l o s e d t h a t t h e y were p r e s e n t i n g such 
segment i n f o r m a t i o n t o comply w i t h FASB 14. 

The one r e m a i n i n g company t h a t d i d not p r e s e n t segment i n f o r m a t i o n 
was Westvaco C o r p o r a t i o n . T h i s company has a f i s c a l y e a r e n d i n g 
October 31. Segment d i s c l o s u r e f o r t h i s company w i l l be r e q u i r e d 
f o r i t s f i s c a l y e a r e n d i n g October 31, 1978. L i n e o f b u s i n e s s 
i n f o r m a t i o n was p r e s e n t e d i n the Annual R e p o r t . 

A l s o , one o f the t w e n t y - f o u r companies (Weyerhaeuser Company) 
d e s c r i b e d i t s e l f as "a s i n g l e segment e n t e r p r i s e and d i s a g g r e g a t i o n 
i s , t h e r e f o r e , not r e q u i r e d " . 

The f o l l o w i n g a n a l y s i s o f segment r e p o r t i n g does not i n c l u d e Westvaco 
C o r p o r a t i o n or Weyerhaeuser Company. 
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METHODS OF PRESENTATION 
The f o l l o w i n g t a b l e summarizes the a l t e r n a t i v e methods o f p r e s e n t a 
t i o n u t i l i z e d by the t w e n t y - t h r e e companies t h a t d i s c l o s e d segment 
d a t a : 

Number o f 
L o c a t i o n Companies 

E n t i r e l y i n the f o o t n o t e s 
S e p a r a t e schedule not w i t h i n the f i n a n c i a l 

s t a t e m e n t s but i n c l u d e d as an i n t e g r a l 
p a r t o f the f i n a n c i a l s t a t e m e n t s 

REPORTABLE SEGMENTS 
The number o f r e p o r t a b l e segments p r e s e n t e d by the t w e n t y - t h r e e 
companies i n the survey which d i s c l o s e d more than one segment was 
as f o l l o w s : 

Number o f R e p o r t a b l e 
Segments P r e s e n t e d 

E x c l u d i n g "Other" or Number o f 
" C o r p o r a t e " Segments Companies 

2 7 
3 8 
4 4 
5 3 
7 1 

The d e s c r i p t i v e t i t l e s o f these r e p o r t a b l e segments used by the 
companies v a r i e d e x t e n s i v e l y . The f o l l o w i n g t a b l e summarizes the 
use o f such t i t l e s : 

Number of 
D e s c r i p t i v e T i t l e Companies 

F o r e s t P r o d u c t s 5 
Lumber 1 
Wood P r o d u c t s 4 
Timber and Wood P r o d u c t s 1 
M i l l P r o d u c t s 1 
B u i l d i n g M a t e r i a l s ( P r o d u c t s ) 7 
C o n s t r u c t i o n P r o d u c t s 1 
K r a f t and R e c y c l e d F i b e r 1 
Newspr i n t 1 
N e w s p r i n t , P u l p and F o r e s t P r o d u c t s . . . . 1 
P u l p 1 
P u l p and Paper 4 
P u l p , Paper and Paperboard P r o d u c t s . . . . 1 
P u l p Based and R e l a t e d P r o d u c t s 1 
Paper ( P r o d u c t s ) 3 
Paper and Paper P r o d u c t s 1 

15 

8 
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D e s c r i p t i v e T i t l e 
Number of 
Companies 

Paper and Paperboard 1 
Paper, C o n t a i n e r b o a r d and P u l p 1 
Paper and S p e c i a l t i e s 1 
Papers and M i l k Cartons 1 
Paper C o n v e r t i n g and D i s t r i b u t i o n 1 
Paper P a c k a g i n g P r o d u c t s 1 
P a c k a g i n g ( P r o d u c t s ) 3 
Packaged P r o d u c t s 1 
P a c k a g i n g and O f f i c e P r o d u c t s 1 
Bag P a c k a g i n g 1 
I n d u s t r i a l and P a c k a g i n g Papers 1 
C o n t a i n e r s and P a c k a g i n g 1 
C o n t a i n e r P r o d u c t s 2 
C o r r u g a t e d C o n t a i n e r s 1 
Converted Paper P r o d u c t s 1 
Combination Paperboard 1 
F o l d i n g C a r t o n 1 
P r i n t i n g and P a c k a g i n g Papers 1 
F i n e and P r i n t i n g Papers 1 
S p e c i a l t y P r i n t i n g 1 
Consumer and S e r v i c e 1 
Consumer and D i s t r i b u t i o n 1 
D i s t r i b u t i o n 2 
Wholesale D i s t r i b u t i o n 1 
R e t a i l 1 
O i l and Gas 1 
O i l , Gas, and M i n e r a l s 1 
Chemicals 2 
D e c o r a t i v e Laminates 1 
I n d u s t r i a l P r o d u c t s 2 
Can O p e r a t i o n s 1 
Glassware 1 
D i v e r s i f i e d B u s i n e s s e s 1 

I n a d d i t i o n , t e n companies i n c l u d e d an "Other" segment, f i v e com
p a n i e s i n c l u d e d a " C o r p o r a t e " segment and one company i n c l u d e d 
both "Other" and " C o r p o r a t e " segments. 

F e d e r a l Paper Board Company, I n c . p r e s e n t e d i t s i n d u s t r y segment 
i n f o r m a t i o n f o r f i v e segments - F o r e s t P r o d u c t s , Combination Paper-
b o a r d , F o l d i n g C a r t o n , Glassware and Other I n d u s t r i e s . I n a d d i 
t i o n , F e d e r a l broke down the net s a l e s i n f o r m a t i o n f o r i t s F o r e s t 
P r o d u c t s segment i n t o P a p e r b o a r d , P u l p , and Lumber and Timber. 

P o t l a t c h C o r p o r a t i o n d i v i d e d i t s o p e r a t i o n s i n t o two i d e n t i f i a b l e 
segments - Wood P r o d u c t s and P u l p Based and R e l a t e d P r o d u c t s . 
I n a d d i t i o n , c u r r e n t year s u p p l e m e n t a l s a l e s i n f o r m a t i o n was p r e 
s e n t e d f o r the f o l l o w i n g s u b c l a s s i f i c a t i o n of those segments. 
Wood P r o d u c t s - Lumber, Plywood and Other; P u l p Based and R e l a t e d 
P r o d u c t s - B l e a c h e d K r a f t P aperboard, P r i n t i n g and B u s i n e s s Papers, 
T i s s u e , F o l d i n g C a r t o n s , L i q u i d - t i g h t C o n t a i n e r s . 
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S c o t t Paper Company d e s c r i b e d i t s segment d i s c l o s u r e as f o l l o w s : 

The F i n a n c i a l A c c o u n t i n g S t a n d a r d s Board i s s u e d a new a c c o u n t i n g 
s t a n d a r d , e f f e c t i v e i n 1977, which r e q u i r e s companies to r e p o r t 
s e l e c t e d f i n a n c i a l d a t a r e l a t i n g t o t h e i r b u s i n e s s segments. 
A l t h o u g h S c o t t i s p r i m a r i l y i n the paper b u s i n e s s , management 
has determined t h a t i t w i l l r e p o r t the Company's c o n s o l i d a t e d 
o p e r a t i o n s i n t h r e e segments - the Packaged P r o d u c t s D i v i s i o n 
which manufactures a wide range o f trademarked s a n i t a r y paper 
p r o d u c t s , the S.D. Warren D i v i s i o n which manufactures p r i n t i n g , 
p u b l i s h i n g , c o n v e r t i n g and s p e c i a l t y p a pers, and the Company's 
o t h e r o p e r a t i o n s which comprise a p p r o x i m a t e l y 8% o f s a l e s . 
I n c l u d e d i n o t h e r o p e r a t i o n s a r e the Foam, Brown J o r d a n and S c o t t 
G r a p h i c s D i v i s i o n s . Inter-segment s a l e s are i n s i g n i f i c a n t and 
have been e l i m i n a t e d . 

S i n c e S c o t t ' s f o r e s t p r o d u c t s and p u l p o p e r a t i o n s are v e r t i c a l l y 
i n t e g r a t e d w i t h the Packaged P r o d u c t s and S.D. Warren D i v i s i o n s , 
t he s a l e s , o p e r a t i n g p r o f i t s and i d e n t i f i a b l e a s s e t s from these 
o p e r a t i o n s are a l l o c a t e d to those segments based on annual raw 
m a t e r i a l consumption. 

* * * * * 

Number o f Years P r e s e n t e d 

The f o l l o w i n g t a b l e summarizes the number o f y e a r s f o r which segment 
i n f o r m a t i o n was p r o v i d e d : 

Number o f 
Years 

1 
2 
5 

Number of 
Companies 

12 
7 
4 

* * * * * 
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DISCLOSURE OF SELECTED QUARTERLY FINANCIAL DATA 

E f f e c t i v e f o r f i s c a l y e a r s b e g i n n i n g a f t e r December 25, 1975, the 
S e c u r i t i e s and Exchange Commission i s r e q u i r i n g the d i s c l o s u r e of 
s e l e c t e d q u a r t e r l y f i n a n c i a l data i n Annual R e p o r t s f i l e d by com
p a n i e s on Form 10-K. Such d i s c l o s u r e s i n c l u d e net s a l e s , gross 
p r o f i t , income b e f o r e e x t r a o r d i n a r y items and c u m u l a t i v e e f f e c t of 
a change i n a c c o u n t i n g , per share da t a based upon such income and 
net income f o r each f u l l q u a r t e r of the y e ar and any subsequent 
i n t e r i m p e r i o d f o r which income s t a t e m e n t s are p r e s e n t e d . D i f f e r 
ences between i n f o r m a t i o n i n c l u d e d i n the annual r e p o r t and the 
q u a r t e r l y r e p o r t s are to be r e c o n c i l e d w i t h an e x p l a n a t i o n or a 
r eason f o r the d i f f e r e n c e . D i s c l o s u r e i s a l s o t o be made of the 
e f f e c t of any d i s p o s a l s of segments of a b u s i n e s s , and e x t r a o r d i n a r y , 
u n u s u a l or i n f r e q u e n t l y o c c u r r i n g items r e c o g n i z e d i n each f u l l 
q u a r t e r w i t h i n the two most r e c e n t f i s c a l y e a r s and any subsequent 
i n t e r i m p e r i o d f o r which income statements are p r e s e n t e d , as w e l l as 
the aggregate e f f e c t and the nature of year-end or o t h e r a d j ustments 
which are m a t e r i a l t o the r e s u l t s of t h a t q u a r t e r . I n a d d i t i o n , 
the Commission a l s o e x p r e s s e d the b e l i e f t h a t t h i s d i s c l o s u r e s h o u l d 
a l s o be i n c l u d e d i n the p u b l i s h e d annual r e p o r t s f u r n i s h e d t o 
s t o c k h o l d e r s . 

A l l of the companies i n c l u d e d i n the s u r v e y d i s c l o s e d some compara
t i v e q u a r t e r l y f i n a n c i a l d a t a . 
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QUARTERLY DATA DISCLOSED 

The s p e c i f i c d i s c l o s u r e s made by the companies surveyed i n c l u d e d the 
f o l l o w i n g : 

Number o f 
Companies 

D i s c l o s e d Q u a r t e r l y Data 1977 1976 

Net s a l e s .. 23 22 
Net s a l e s and o t h e r revenues 2 3 
T o t a l c o s t s and expenses 1 5 
Cost o f s a l e s 4 3 
I n t e r e s t expense 2 2 
S e l l i n g , g e n e r a l and a d m i n i s t r a t i v e expenses 3 3 
O p e r a t i n g p r o f i t 3 8 
Income t a x e s 3 4 
Gross p r o f i t ( g r o s s margin) 14 12 
Net e a r n i n g s (net income) 25 25 
P r i m a r y e a r n i n g s per share 25 25 
E a r n i n g s per share f o r d i s c o n t i n u e d 

o p e r a t i o n s - 1 
F u l l y d i l u t e d e a r n i n g s per share 8 8 
Income from d i s c o n t i n u e d o p e r a t i o n s 1 1 
C o s t s o f new p l a n t - 1 
N o n r e c u r r i n g g a i n s o r l o s s e s 1 1 
E q u i t y income 1 1 
M a t e r i a l s , l a b o r and o t h e r expenses 1 1 
Income b e f o r e e x t r a o r d i n a r y g a i n 1 
Cost o f goods s o l d and o p e r a t i n g expenses... 1 
D e p r e c i a t i o n , a m o r t i z a t i o n , and c o s t o f 

f e e t i m b e r h a r v e s t e d 1 
D i v i d e n d s 5 
P r i c e range o f s t o c k . . . . . 4 
P r i m a r y EPS b e f o r e e x t r a o r d i n a r y g a i n 1 

EXPLANATION OF QUARTERLY FLUCTUATIONS 

Four companies i n 1977 as compared to s i x i n 1976 s p e c i f i c a l l y noted 
t h a t f l u c t u a t i o n s i n t h e i r q u a r t e r l y d a t a were caused by changes made 
t o the e s t i m a t e d e f f e c t i v e t a x r a t e s which were used i n p r e v i o u s 
q u a r t e r s . 
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EXPLANATION OF RESTATED QUARTERLY DATA 

Twelve companies d i s c l o s e d t h a t a p o r t i o n o f the q u a r t e r l y f i n a n c i a l 
d a t a p r e s e n t e d had been r e s t a t e d or a d j u s t e d because o f : 

Number o f 
Companies 

1977 1976 

Stock s p l i t s 4 7 
A c c o u n t i n g changes 3 
A c q u i s i t i o n s 2 2 
Stock d i v i d e n d s 1 
A d d i t i o n a l i n v estment t a x c r e d i t 1 
R e s t o r a t i o n o f p l a n t to c o n t i n u i n g 

o p e r a t i o n s 1 

MANNER OF DISCLOSURE 

Twenty-two companies d i s c l o s e d the r e q u i r e d q u a r t e r l y f i n a n c i a l d a t a 
i n the notes to the f i n a n c i a l s t a t e m e n t s . 

Three companies made r e f e r e n c e s i n t h e i r notes t o q u a r t e r l y f i n a n c i a l 
d a t a which was i n c l u d e d elsewhere i n the r e p o r t . For example: 

FEDERAL PAPER BOARD COMPANY, INC. 

Summarized Q u a r t e r l y F i n a n c i a l Data (Unaudited) 

Q u a r t e r l y s a l e s , g r o s s p r o f i t , net income and e a r n i n g s per 
s h a r e , f o r 1977 and 1976, a r e i n c l u d e d i n the F i n a n c i a l 
Summary o f t h i s annual r e p o r t . 

A l l t w e n t y - f i v e o f the companies p r e s e n t i n g t h e i r q u a r t e r l y f i n a n c i a l 
d a t a l a b e l e d such da t a as " u n a u d i t e d " as p e r m i t t e d by the S e c u r i t i e s 
and Exchange Commission. 

* * * * * * * 
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The f o l l o w i n g a r e examples o f q u a r t e r l y f i n a n c i a l data d i s c l o s u r e : 

CONSOLIDATED PAPERS, INC. 

Q u a r t e r l y F i n a n c i a l Data (Unaudited) 

The f o l l o w i n g i s a summary of s e l e c t e d q u a r t e r l y f i n a n c i a l d ata f o r 
1977 and 1976: 

Three Months Ended 
12/31/77 12/31/76 9/30/77 9/30/76 

$87,542,134 
23,145,687 
8,566,072 

$74,003,511 
14,998,958 
5,318,019 

$83,532,385 
19,279,303 
6,873,816 

$73,568,908 
15,817,477 
5,815,311 

1.64 1.03 1.32 1.13 
Three Months Ended 

6/30/77 6/30/76 3/31/77 3/31/76 
$80,768,444 
18,026,975 
5,712,671 

$71,627,498 
16,047,157 
5,358,617 

$80,789,780 
16,150,695 
5,286,357 

$74,034,020 
15,199,419 
5,175,167 

1.10 1.04 1.02 1.01 
E a r n i n g s per share are based upon the weighted average number of 
s h a r e s o u t s t a n d i n g d u r i n g the p e r i o d and r e f l e c t the two-for-one 
s t o c k s p l i t of May, 1976 w i t h the 1976 f i r s t q u a r t e r d a t a r e s t a t e d . 
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FEDERAL PAPER BOARD COMPANY, INC. 

Summarized Q u a r t e r l y F i n a n c i a l Data - 1977 and 1976 

( i n thousands except E a r n i n g s 
Per Share (1) 

F i s c a l Net Gross Net No F u l l y 
Q u a r t e r S a l e s P r o f i t Income D i l u t i o n D i l u t e d 
1977 1st (12 weeks) $ 90,616 $12,070 $ 2,412 $ .35 $ .31 

( 2 ) ( 4 ) 
6,123 .98 .79 2nd (12 weeks) 97,896 16,827 6,123 .98 .79 

(4) 
587 3rd (12 weeks) 86,528 13,877 587 .02 .02 

(3) (4) 
.60 4 t h (16 weeks) 122,212 16,989 4,689 .70 .60 

(4) 
Year (52 weeks) $397,252 $59,763 $13,811 $2.05 (5) $1.77 

1976 1st (12 weeks) $ 88,651 $16,810 $ 5,908 $1.00 $ .76 
2nd (12 weeks) 95,097 17,845 6,316 1.07 .82 
3rd (12 weeks) 90,261 16,717 5,929 1.00 .77 
4 t h (17 weeks) 119,571 16,819 4,436 .67 .56 
Year (53 weeks) $393,580 $68,191 $22,589 $3.74 $2.91 

(1) A d j u s t e d f o r 2 - f o r - 1 s t o c k 
s p l i t August 13, 1976. 

(2) Net income i n the f i r s t 
q u a r t e r o f 1977 s u f f e r e d from 
the g e n e r a l l y poor b u s i n e s s 
c o n d i t i o n s which began l a t e 
i n 1976. In a d d i t i o n , 
weather c o n d i t i o n s i n January 
and F e b r u a r y caused c u r t a i l 
ments a t both the Riegelwood 
o p e r a t i o n s and the Glassware 
D i v i s i o n . S t a r t - u p problems 
t h r o u g h o u t the q u a r t e r a t 
Riegelwood a l s o a f f e c t e d 
e a r n i n g s . 

(3) Lower t h i r d q u a r t e r s a l e s 
r e s u l t e d p r i n c i p a l l y from poor 
volume i n the r e c y c l e d paper-
board m i l l s and lower pulp 
p r i c e s . E a r n i n g s were sub
s t a n t i a l l y lower f o r the 
q u a r t e r because o f these 
causes and o p e r a t i n g i n e f f i 
c i e n c i e s a t Riegelwood. 
T h i r d q u a r t e r e a r n i n g s a l s o 
r e f l e c t the $5.4 m i l l i o n charge 
i n c o n n e c t i o n w i t h the F a c i l i 
t i e s C o n s o l i d a t i o n P l a n . 

(4) The p r o v i s i o n f o r tax e s used 
i n the f i r s t q u a r t e r was 48% 
compared to 42% i n the same 
q u a r t e r 1976. The e f f e c t i v e 
t a x r a t e was reduced to 40% a t 
the end o f the second q u a r t e r 
t o r e f l e c t the tax b e n e f i t s 
a v a i l a b l e from the company's 
c o n t r i b u t i o n to the Nature 
Conservancy. Second q u a r t e r 
r e s u l t s i n c l u d e a c u m u l a t i v e 
p r o v i s i o n adjustment o f about 
$380,000 o r $.07 per s h a r e , 
b e f o r e d i l u t i o n . The t a x 
r a t e was lowered a t the end 
o f the t h i r d q u a r t e r to 38% t o 
r e f l e c t the e f f e c t on t a x a b l e 
income o f the F a c i l i t i e s Con
s o l i d a t i o n P l a n and to 36.9% 
at year end as the y e a r s 
investment c r e d i t and o t h e r 
t a x b e n e f i t s were f i n a l i z e d . 
These r a t e r e d u c t i o n s r e s u l t e d 
i n a djustments o f about 
$230,000 ($.04 per share) and 
$160,000 ($.03 per share) i n 
the t h i r d and f o u r t h q u a r t e r s , 
r e s p e c t i v e l y . 

(5) Does not t o t a l due to i n d i v i 
d u a l q u a r t e r l y c o m p u t a t i o n s . 
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SCOTT PAPER COMPANY 

Q u a r t e r l y H i g h l i g h t s  
( Unaudited) 

( M i l l i o n s , except on a per 
common share b a s i s ) 

1st 2nd 3rd 4th 
1977 Q u a r t e r Q u a r t e r Q u a r t e r Q u a r t e r 

S a l e s $360 $380 $380 $400 
Gross M a r g i n (1) 106 116 115 116 
Net Income (2) 52 ( 3 ) 19 20 8 
Per Common Share 

Net Income $1.35(4) $ .50 $ .51 $ .20 
D i v i d e n d s .19 .19 .19 .19 
Market P r i c e 

High 20 - 3/4 18-1/8 17-5/8 14-1/2 
Low 16-7/8 16 13 13 

1976 

S a l e s $314 $350 $ 3 45 $365 
Gross margin (1) 97 114 106 116 
Net income 17 19 17 20 
Per common share 

Net income $ .49 $ .56 $ .46 $ .50 
D i v i d e n d s .17 .17 .19 .19 
Market p r i c e 

High 24-1/8 23 -3/8 21-7/8 20-7/8 
Low 14-1/4 19-3/8 18-1/4 15-5/8 

Pro forma amounts(5) 
Net income $ 22 $ 25 $ 22 $ 27 
Net income per common share . 6 3 .74 .59 . 6 9 

( 1 ) S a l e s l e s s p r o d uct c o s t s . 
(2) Net income has been i n c r e a s e d 

by $ 3 8 . 4 m i l l i o n , $ 1 . 8 m i l 
l i o n , and $2.7 m i l l i o n i n the 
f i r s t , second, and t h i r d quar-
t e r s , r e s p e c t i v e l y , from the 
amounts p r e v i o u s l y r e p o r t e d 
as a r e s u l t of the change t o 
the f l o w through method o f 
a c c o u n t i n g f o r investment t a x 
c r e d i t . 

(3) I n c l u d e s c u m u l a t i v e e f f e c t of 
a c c o u n t i n g change o f $37.1 
m i l l i o n . 

(4) I n c l u d e s c u m u l a t i v e e f f e c t of 
a c c o u n t i n g change o f $ . 9 6 . 

(5) Assuming the f l o w through 
method had been used i n p r i o r 
y e a r s . 
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ST. REGIS PAPER COMPANY 

Q u a r t e r l y R e s u l t s (Unaudited) 

U n a u d i t e d q u a r t e r l y f i n a n c i a l r e s u l t s f o r the y e a r s ended Decem
be r 3 1 , 1977 and 1976, a r e summarized below ( e x p r e s s e d i n m i l l i o n s 
o f d o l l a r s except per share amounts): 

As P r e v i o u s l y Reported 
Net S a l e s Gross P r o f i t Net E a r n i n g s 

Q u a r t e r s 1977 1976 1977 1976 1977 1976 
1st $ 422.6 $ 395.8 $ 64.5 $ 74.9 $ 15.7 $ 21.5 
2nd 467 . 9 420.6 80.7 80.2 24.5 26.0 
3rd 459.1 409.9 81.0 73 .3 25.0 22.5 
4t h - 415.8 - 70.4 21 . 3 
As P r e v i o u s l y Reported E a r n i n g s Per Share 

Assuming 
P r i m a r y F u l l D i l u t i o n 

Q u a r t e r s 1977 1976 1977 1976 
1st $ .64 $ .92 $ .63 $ .87 
2nd 1.01 1.09 .98 1.05 
3r d 1.02 .93 1.00 .90 
4 t h - .88 .86 
As R e s t a t e d 

Net S a l e s Gross P r o f i t Net E a r n i n g s 
Q u a r t e r s 1977 1976 1977 1976 1977 1976 
1st $ 467.1 $ 433.2 $ 80.1 $ 85.1 $ 20.9 $ 25.1 
2nd 512.9 455.8 94 . 9 89.0 28.9 28.4 
3rd 505.8 451 . 7 94 . 9 85 . 9 28 . 6 28 . 7 
4 t h 510.5 457.9 97.4 83.5 28.4 25 . 3 

T o t a l $1,996 . 3 $1,798.6 $367 . 3 $343.5 $106 . 8 $107.5 

As R e s t a t e d E a r n i n g s Per Share 
Assuming 

P r i m a r y F u l l D i l u t i o n 
Q u a r t e r s 1977 1976 1977 1976 
1st $ .66 $ .82 $ .65 $ .78 
2nd .91 .91 .89 .88 
3 r d .90 .91 .88 .89 
4t h .89 .79 .88 .79 

T o t a l $ 3.36 $ 3.43 $ 3.30 $ 3.34 

The 1977 and 1976 amounts have been r e s t a t e d t o r e f l e c t the December 
1977 a c q u i s i t i o n of S o u t h l a n d Paper M i l l s , I n c . , which was accounted 
f o r as a p o o l i n g o f i n t e r e s t s . (See the Note t o F i n a n c i a l S t a t e 
ments c a p t i o n e d " A c q u i s i t i o n s . " ) 

F o u r t h - q u a r t e r 1976 r e s u l t s were f a v o r a b l y a f f e c t e d by a r e d u c t i o n 
from 3 5 . 7 p e r c e n t t o 3 3 . 3 p e r c e n t i n the company's f u l l - y e a r e f f e c 
t i v e t a x r a t e . T h i s r e d u c t i o n was p r i n c i p a l l y due to lower than 
f o r e c a s t e d f u l l - y e a r e a r n i n g s ; as a r e s u l t , the p r o p o r t i o n o f t o t a l 
e a r n i n g s t o be taxed a t the c a p i t a l g a i n s r a t e o f 30 p e r c e n t ( p r i n 
c i p a l l y from t i m b e r c u t t i n g ) i n c r e a s e d , w h i l e the amount o f e a r n i n g s 
t o be t a x e d a t 48 p e r c e n t d e c r e a s e d . 
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REPLACEMENT COST DISCLOSURES IN THE 
ANNUAL REPORT TO SHAREHOLDERS 

The S e c u r i t i e s and Exchange Commission i n i t s A c c o u n t i n g S e r i e s 
R e l e a s e No. 190 added Rule 3-17 t o R e g u l a t i o n S-X t o r e q u i r e 
t h a t c e r t a i n companies d i s c l o s e i n t h e i r Annual Report to the 
Commission on Form 10-K s p e c i f i c u n a u d i t e d replacement c o s t i n f o r 
m a t i o n f o r a company's p r o d u c t i v e c a p a c i t y , i n v e n t o r i e s , c o s t o f 
s a l e s and d e p r e c i a t i o n c h a r g e s . In a d d i t i o n , S t a f f A c c o u n t i n g 
B u l l e t i n No. 7 p r e s e n t e d the i n t e r p r e t a t i o n t h a t w h i l e a l l of 
t h e i n f o r m a t i o n r e q u i r e d by Rule 3-17 need not be i n c l u d e d i n a 
company's Annual Report to i t s S h a r e h o l d e r s , the notes to the 
f i n a n c i a l s t a t e m e n t s i n c l u d e d i n the r e p o r t to s h a r e h o l d e r s s h o u l d 
c o n t a i n an u n a u d i t e d g e n e r a l i z e d d e s c r i p t i o n (no s p e c i f i c q u a n t i 
t a t i v e d a t a r e q u i r e d ) o f the impact o f changes i n the p r i c e s o f 
s p e c i f i c goods and s e r v i c e s on a company and a r e f e r e n c e to the 
d e t a i l e d replacement c o s t d a t a c o n t a i n e d i n the 10-K. 

T h i s Rule was e f f e c t i v e f o r f i s c a l y e a r s ending on or a f t e r Decem
ber 25, 1976. The r e q u i r e m e n t s o f t h i s Rule d i d not a p p l y t o two 
o f the companies i n c l u d e d i n the 1976 s u r v e y s i n c e t h e i r f i s c a l 
y e a r ended b e f o r e December 25, 1976. 

Twenty-three o f the companies i n the 1977 and 1976 s u r v e y s used a 
s e p a r a t e f o o t n o t e t o g e n e r a l l y d i s c u s s the s u b j e c t s o f replacement 
c o s t s and/or the impact o f i n f l a t i o n on the company. One of these 
companies ( B o i s e Cascade C o r p o r a t i o n ) used a Replacement Cost sub
h e a d i n g i n i t s "Summary o f S i g n i f i c a n t A c c o u n t i n g P r i n c i p l e s " to 
c r o s s - r e f e r e n c e to a summary d i s c u s s i o n o f the u n a u d i t e d r e p l a c e 
ment c o s t d a t a c o n t a i n e d i n the F i n a n c i a l Review s e c t i o n o f the 
Annual Report to S h a r e h o l d e r s . Another company ( W i l l a m e t t e 
I n d u s t r i e s , I n c . ) i n c l u d e d a d i s c u s s i o n o f replacement c o s t s i n i t s 
"Managements' D i s c u s s i o n " . Two companies made r e f e r e n c e i n t h e i r 
1977 u n a u d i t e d replacement c o s t d a t a f o o t n o t e to t h e i r Management's 
Review s e c t i o n o f the Annual Report f o r i n f o r m a t i o n c o n c e r n i n g the 
impact o f i n f l a t i o n on the company's o p e r a t i o n s . T w e n t y - f i v e com
p a n i e s i n c l u d e d i n t h e i r 1977 and 1976 a nnual r e p o r t s to s h a r e 
h o l d e r s o n l y g e n e r a l i n f o r m a t i o n on replacement c o s t s and an acknow
ledgement t h a t the r e q u i r e d d e t a i l d i s c l o s u r e s were c o n t a i n e d i n the 
company's Form 10-K. None o f the companies i n c l u d e d i n the s u r v e y s 
d i s c l o s e d any q u a n t i t a t i v e d a t a c o n c e r n i n g replacement c o s t s i n 
t h e i r a n nual r e p o r t s to s h a r e h o l d e r s . 

FOOTNOTE DISCLOSURES 

The f o l l o w i n g are replacement c o s t d i s c l o s u r e s made i n 1977 a n n u a l 
r e p o r t s to s h a r e h o l d e r s by c e r t a i n o f the companies i n c l u d e d i n 
the s u r v e y . 
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BOISE CASCADE CORPORATION 

F i n a n c i a l Review S e c t i o n 

REPLACEMENT COST. One o f the most i m p o r t a n t i s s u e s we f a c e i s 
i n f l a t i o n , which not o n l y erodes the p u r c h a s i n g power o f people 
l i v i n g on f i x e d incomes but a l s o can d i m i n i s h a company's p r o f i t 
a b i l i t y and l i q u i d i t y . Because o f i n f l a t i o n , a s u b s t a n t i a l l y 
g r e a t e r c a p i t a l investment than was o r i g i n a l l y r e q u i r e d to pur
chase or c o n s t r u c t e x i s t i n g p l a n t s and equipment would be r e q u i r e d 
t o r e p l a c e them w i t h a s s e t s o f e q u a l p r o d u c t i v e c a p a c i t y . In 
accordance w i t h a S e c u r i t i e s and Exchange Commission r e q u i r e m e n t , 
the company has e s t i m a t e d the c o s t o f r e p l a c i n g the major elements 
o f i t s p r o d u c t i v e c a p a c i t y a t year end and the impact on d e p r e c i a 
t i o n expense i f , i n f a c t , these a s s e t s were r e p l a c e d . 

F o r purposes o f these e s t i m a t e s , the term "replacement c o s t " as 
d e f i n e d by the SEC, i s "the low e s t amount t h a t would have to be 
p a i d i n the normal course o f b u s i n e s s t o o b t a i n a new a s s e t o f 
e q u i v a l e n t o p e r a t i n g or p r o d u c t i v e c a p a b i l i t y , " based on p r e v a i l 
i n g p r i c e s a t December 31, 1977. Usi n g t h i s d e f i n i t i o n and a p p l y 
i n g i t to a l l company f a c i l i t i e s ( e x c l u d i n g a s s e t s which a r e not 
ex p e c t e d to be r e p l a c e d ) i t i s e s t i m a t e d t h a t the t o t a l replacement 
c o s t o f these f a c i l i t i e s would be a p p r o x i m a t e l y 240% o f o r i g i n a l 
c o s t . Based on these h i g h e r replacement c o s t s , d e p r e c i a t i o n 
expense would be a p p r o x i m a t e l y 206% o f the comparable h i s t o r i c a l 
d e p r e c i a t i o n expense r e l a t e d to these f a c i l i t i e s . 

C e r t a i n o p e r a t i n g c o s t s a v i n g s would r e s u l t i f e x i s t i n g a s s e t s were 
r e p l a c e d w i t h the new and more e f f i c i e n t f a c i l i t i e s assumed i n e s t i 
m a t ing the replacement c o s t o f p r o d u c t i v e c a p a c i t y . We have not 
e s t i m a t e d p r e c i s e l y these c o s t s a v i n g s , but we b e l i e v e they would 
be l a r g e enough t o s u b s t a n t i a l l y o f f s e t the h i g h e r d e p r e c i a t i o n 
expense i m p l i e d by the replacement c o s t d e p r e c i a t i o n c a l c u l a t i o n . 
These c o s t s a v i n g s would r e s u l t from r e d u c t i o n s i n c o s t s f o r d i r e c t 
l a b o r , m a t e r i a l s , r e p a i r s and maintenance, energy and o t h e r i n d i r e c t 
c o s t s , l e s s waste and improved q u a l i t y . 

The company's 1977 ann u a l r e p o r t t o the S e c u r i t i e s and Exchange 
Commission on Form 10-K c o n t a i n s a d d i t i o n a l i n f o r m a t i o n about the 
e s t i m a t e d replacement c o s t o f i n v e n t o r i e s , p l a n t and equipment and 
company-owned t i m b e r , as w e l l as the r e l a t e d e f f e c t s on c o s t o f 
s a l e s , d e p r e c i a t i o n and c o s t o f company t i m b e r h a r v e s t e d f o r the 
yea r ended December 31, 1977. A f u r t h e r d i s c u s s i o n o f the method
o l o g y employed to develop the replacement c o s t d a t a , i n c l u d i n g t h a t 
d i s c u s s e d above, i s a l s o i n c l u d e d i n the Form 10-K, which i s a v a i l 
a b l e on r e q u e s t . 
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CHAMPION INTERNATIONAL CORPORATION 

Replacement Cost (Unaudited) Footnote 

In 1976, the S e c u r i t i e s and Exchange Commission amended i t s r u l e s 
and r e g u l a t i o n s g o v e r n i n g annual f i n a n c i a l r e p o r t i n g by r e q u i r i n g 
the d i s c l o s u r e o f c e r t a i n replacement c o s t data t h a t e s t i m a t e s 
p a r t o f the c u r r e n t and c u m u l a t i v e impact of i n f l a t i o n and o t h e r 
economic f a c t o r s on the Company's o p e r a t i o n s . A c c o r d i n g l y , e s t i 
mates o f the replacement c o s t o f p r o d u c t i v e c a p a c i t y and i n v e n t o r i e s 
a t December 31, 1977 and 1976 and the r e l a t e d e s t i m a t e d e f f e c t s of 
such c o s t s on d e p r e c i a t i o n expense and c o s t of s a l e s f o r the y e a r s 
then ended w i l l be r e f l e c t e d i n the Company's Annual Report to the 
Commission on Form 10-K. The i n f o r m a t i o n i n Form 10-K s h o u l d not 
be i n t e r p r e t e d to i n d i c a t e t h a t the Company a c t u a l l y has p r e s e n t 
p l a n s to r e p l a c e i t s p r o d u c t i v e c a p a c i t y or t h a t a c t u a l replacement 
would or c o u l d take p l a c e i n the manner assumed i n e s t i m a t i n g the 
i n f o r m a t i o n . 

The replacement c o s t d i s c l o s u r e s i n Form 10-K w i l l not r e f l e c t a l l 
o f the e f f e c t s o f i n f l a t i o n and o t h e r economic f a c t o r s on the Com
pany's c u r r e n t c o s t o f o p e r a t i n g the b u s i n e s s . The Company has 
not attempted to q u a n t i f y the t o t a l impact o f i n f l a t i o n and changes 
i n o t h e r economic f a c t o r s on i t s b u s i n e s s but has demonstrated over 
th e y e a r s , on average, the a b i l i t y to m a i n t a i n p r o f i t margins 
t h r o u g h a d j u s t i n g s e l l i n g p r i c e s , t e c h n o l o g i c a l improvements, oper
a t i n g e f f i c i e n c i e s , changing product mix and o t h e r means. 

CROWN ZELLERBACH CORPORATION 

E f f e c t o f I n f l a t i o n - Replacement Cost (Unaudited) F o o t n o t e 

As r e q u i r e d by S e c u r i t i e s and Exchange Commission r e g u l a t i o n S-X, 
A r t i c l e 3-17, the C o r p o r a t i o n p r e s e n t s the f o l l o w i n g g e n e r a l d i s 
c u s s i o n o f the replacement c o s t o f i t s i n v e n t o r i e s and p r o d u c t i v e 
c a p a c i t y . 

D u r i n g i n f l a t i o n a r y p e r i o d s , the C o r p o r a t i o n c o n t i n u a l l y e x p e r i e n c e s 
i n c r e a s e s i n l a b o r c o s t s as w e l l as c o s t s o f o t h e r goods and s e r v i c e s 
i t consumes. I t s u p p l i e s over h a l f o f i t s wood f i b e r needs from i t s 
own t i m b e r l a n d s . Because of the s h o r t time span between purchase 
and use o f the i n g r e d i e n t s o f i t s manufactured i t e m s , the C o r p o r a t i o n 
has g e n e r a l l y been a b l e to r e f l e c t r e l a t i v e l y c u r r e n t c o s t s i n i t s 
f i n a n c i a l s t a t e m e n t s , and i t a t t e m p t s to m a i n t a i n i t s p r o f i t margins 
t h r o u g h i n c r e a s e s i n s e l l i n g p r i c e s . However, demand f a c t o r s and 
c o m p e t i t i v e c o n d i t i o n s sometimes p r e v e n t i t from doing so. 

The age o f the C o r p o r a t i o n ' s p r o d u c t i v e c a p a c i t y v a r i e s w i d e l y . The 
c o s t o f p r o d u c t i v e c a p a c i t y r e f l e c t s not o n l y the o r i g i n a l c o s t o f 
f a c i l i t i e s , but a l s o c a p i t a l improvements and m o d i f i c a t i o n s over the 
y e a r s . I f the C o r p o r a t i o n ' s p r o d u c t i v e c a p a c i t y were r e p l a c e d 
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today, the c o s t would be g r e a t e r than i t s h i s t o r i c a l c o s t . 
However, e f f i c i e n c i e s i n l o c a t i o n and o p e r a t i o n which might be 
a c h i e v e d through replacement c o u l d p a r t i a l l y m i t i g a t e the impact 
o f i n c r e a s e d replacement c o s t s on e a r n i n g s . 

R e f e r e n c e i s made to the C o r p o r a t i o n ' s Annual Report on Form 10-K 
(a copy o f which i s a v a i l a b l e on r e q u e s t ) f o r q u a n t i t a t i v e i n f o r m a 
t i o n w i t h r e s p e c t to the e s t i m a t e d replacement c o s t o f i n v e n t o r i e s 
and p r o p e r t i e s a t December 31, 1977, and the r e l a t e d e s t i m a t e d 
e f f e c t o f such c o s t s on c o s t o f goods s o l d and d e p r e c i a t i o n , amor
t i z a t i o n and c o s t o f ti m b e r h a r v e s t e d f o r the year then ended. 

THE MEAD CORPORATION 

Replacement Cost Data - (Unaudited) F o o t n o t e 

Mead management c o n t i n u e s t o be concerned about the e f f e c t o f 
i n f l a t i o n on the company's income and a s s e t base. The S e c u r i t i e s 
and Exchange Commission r e q u i r e s d i s c l o s u r e o f replacement c o s t 
d a t a , not o n l y f o r p l a n t and equipment, but a l s o f o r i n v e n t o r i e s , 
c o s t o f s a l e s , and d e p r e c i a t i o n i n annual r e p o r t s f i l e d w i t h the 
Commission. 

The company, through i t s use o f the LIFO method of i n v e n t o r y v a l u a 
t i o n , matches the c u r r e n t c o s t s o f p r o d u c t i o n m a t e r i a l s , l a b o r and 
overhead items a g a i n s t c u r r e n t s a l e s , t h e r e b y a p p r o x i m a t i n g r e p l a c e 
ment c o s t o f p r o d u c t s s o l d . The company, s u b j e c t to the e f f e c t s 
o f c o m p e t i t i v e p r e s s u r e s , r e f l e c t s these h i g h e r p r o d u c t i o n c o s t s 
i n i t s p r i c i n g s t r u c t u r e s . 

C o n c u r r e n t l y , the replacement c o s t s o f p r o d u c t i v e c a p a c i t y have 
r e f l e c t e d i n f l a t i o n a r y p r e s s u r e s . As a r e s u l t , the c o s t o f r e p l a c 
i n g e x i s t i n g p r o d u c t i v e c a p a c i t y i s s u b s t a n t i a l l y i n excess o f 
h i s t o r i c a l c o s t s . A c c o r d i n g l y , d e p r e c i a t i o n and d e p l e t i o n charges 
based on replacement c o s t s would s u b s t a n t i a l l y exceed those based 
on h i s t o r i c a l c o s t . I t sh o u l d be p o i n t e d out, however, t h a t s h o u l d 
the company's p r o d u c t i v e c a p a c i t y be r e p l a c e d , c e r t a i n o p e r a t i n g 
e f f i c i e n c i e s would n o r m a l l y be r e a l i z e d , thus p a r t i a l l y o f f s e t t i n g 
some o f the e f f e c t s o f such e s c a l a t i n g c o s t s . 

E s t i m a t e s o f replacement c o s t a r e not i n t e n d e d to be a l l - i n c l u s i v e 
assessments o f the impact o f i n f l a t i o n , nor i s the data i n d i c a t i v e 
o f company p l a n s t o , i n f a c t , r e p l a c e e x i s t i n g f a c i l i t i e s . 

S p e c i f i c d a t a , e s t i m a t i n g the c u r r e n t replacement c o s t o f i n v e n t o r y 
and p r o d u c t i v e c a p a c i t y and the e f f e c t on c o s t o f s a l e s and depre
c i a t i o n expense, a r e d i s c l o s e d i n the company's annual r e p o r t on 
Form 10-K f i l e d w i t h the S e c u r i t i e s and Exchange Commission, a l o n g 
w i t h the meth o d o l o g i e s u t i l i z e d to develop the d a t a . 
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WILLAMETTE INDUSTRIES, INC. 
Management's D i s c u s s i o n and A n a l y s i s o f the Summary  
o f C o n s o l i d a t e d E a r n i n g s S e c t i o n 

Replacement Cost 

The Company's annual r e p o r t on Form 10-K, f i l e d w i t h the S e c u r i 
t i e s and Exchange Commission i n l a t e March 1978, w i l l c o n t a i n c e r 
t a i n d a t a w i t h r e s p e c t to the replacement c o s t o f i n v e n t o r i e s , 
t i m b e r r e s e r v e s and p r o d u c t i v e c a p a c i t y a t December 31, 1976 and 
1977, t o g e t h e r w i t h the e s t i m a t e d e f f e c t on c o s t o f goods s o l d f o r 
the two y e a r s . 

The Company's p o l i c y o f u s i n g LIFO c o s t to v a l u e i n v e n t o r i e s m i n i 
mizes the i n f l a t i o n a r y impact on v a r i a b l e p r o d u c t i o n c o s t s i n c l u d e d 
i n c o s t o f s a l e s . A l s o , s i n c e the Company's ti m b e r r e s e r v e s a r e 
r e p l a c e d through r e f o r e s t a t i o n and f o r e s t management, which c o s t s 
a r e l a r g e l y expensed as i n c u r r e d , the e f f e c t o f replacement c o s t o f 
t i m b e r r e s e r v e s on e a r n i n g s would not be s i g n i f i c a n t over the l o n g 
r u n . 

The c u m u l a t i v e impact o f i n f l a t i o n over the y e a r s has no doubt 
r e s u l t e d i n h i g h e r c o s t s than those o r i g i n a l l y r e q u i r e d f o r the 
a c q u i s i t i o n o f e x i s t i n g p l a n t and equipment. Higher c o s t s can 
a l s o be a t t r i b u t e d to a d v a n c i n g t e c h n o l o g y and e n v i r o n m e n t a l 
c o n c e r n s . These may be o f f s e t i n p a r t by p r o d u c t i v i t y g a i n s 
r e a l i z e d because o f t e c h n o l o g i c a l improvement. 

The i n f o r m a t i o n p r e s e n t e d i n the annual r e p o r t Form 10-K s h o u l d not 
be i n t e r p r e t e d to mean t h a t the Company has any a c t u a l p l a n s to 
r e p l a c e i t s p r o d u c t i v e c a p a c i t y i n the manner i n d i c a t e d , nor does 
i t p u r p o r t to q u a n t i f y a l l o f the e f f e c t s o f i n f l a t i o n on the Com
pany's o p e r a t i n g e a r n i n g s . 
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SELECTED FINANCIAL STATISTICS 

Survey 
Weighted 

.. .Average Median ... 
R a t i o s 1977 1976 1977 1976 

C u r r e n t R a t i o ( c u r r e n t a s s e t s ÷ c u r r e n t 
l i a b i l i t i e s ) 2.12 2.0 2.24 2.1 

A c i d Test R a t i o ( q u i c k a s s e t s ( c a s h , 
a c c o u n t s r e c e i v a b l e and s h o r t - t e r m 
i n v e s t m e n t s ) + c u r r e n t l i a b i l i t i e s ) . . . . 1.1 1.1 1.05 1.1 

Accounts R e c e i v a b l e Turnover R a t i o (net 
s a l e s ÷ average year-end accounts 
r e c e i v a b l e ) 10.94 11.1 11.43 11.6 

F i x e d A s s e t s to Long-term Debt R a t i o 
( f i x e d a s s e t s ÷ l o n g - t e r m d e b t ) . . . . . . . . 2.18 2.45 2.26 2.67 

E q u i t y to Long-term Debt R a t i o ( e q u i t y ÷ 
l o n g - t e r m debt) 2.12 2.12 2.01 2.19 

P r i c e E a r n i n g s R a t i o (average market 
p r i c e ÷ p r i m a r y e a r n i n g s per s h a r e ) . . . . 8.10 9.05 7.88 8.86 

P e r c e n t a g e s 

D o u b t f u l Accounts R e c e i v a b l e P e r c e n t a g e 
(average year-end a l l o w a n c e ÷ average 
year-end gross r e c e i v a b l e s ) 3.2 % 3.6 % 2.6 % 3.1 % 

E q u i t y to A s s e t s (owners' e q u i t y ÷ t o t a l 
a s s e t s ) 52.8 % 52.1 % 53.3% 54.6 % 

R e t u r n on I n v e s t e d C a p i t a l (income b e f o r e 
e x t r a o r d i n a r y items and d i s c o n t i n u e d 
o p e r a t i o n s ÷ owners' e q u i t y ) 12.9 % 13.4 % 12.8 % 13.5 % 

P r o f i t M argin ( e a r n i n g s b e f o r e income 
t a x e s ÷ net s a l e s ) 9.3 % 9.8% 9.3 % 11.0 % 
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SELECTED BALANCE SHEET ITEMS 
AS A PERCENTAGE OF TOTAL ASSETS 

P e r c e n t o f T o t a l A s s e t s 
Survey 

Weighted Survey 
Average ...Median... 

B a l a n c e Sheet Items 1977 1976 1977 1976 

Cash and Cash Items ( i n c l u d i n g s h o r t - t e r m 
i n v e s t m e n t s ) 5.2% 6.5% 4.5 % 4.7% 

Acc o u n t s R e c e i v a b l e , net o f a l l o w a n c e f o r 
d o u b t f u l a c c o u n t s 10.9% 10.7% 11.2 % 11.4% 

I n v e n t o r i e s , s t a t e d a t lower o f c o s t o r 
market 14.1% 14.7% 16.0 % 16.4% 

Non-Current Investments i n N o n - c o n s o l i 
dated A f f i l i a t e s 5.1% 4.5% 1.7 % 2.8% 

P r o p e r t y , P l a n t and Equipment, i n c l u d i n g 
T i m b e r l a n d s , net o f accumulated 
d e p r e c i a t i o n and d e p l e t i o n 60.5% 59.8% 62.32% 65.2% 

C u r r e n t L i a b i l i t i e s 14.7% 16.2% 12.9% 14.4% 

Long-term Debt 25.0% 24.2% 26.0% 26.0% 
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REPLACEMENT COST DISCLOSURES IN THE 
ANNUAL REPORT ON FORM 10-K 

A c c o u n t i n g S e r i e s Release No. 190 amended R e g u l a t i o n S-X by e s t a b 
l i s h i n g Rule 3-17 which r e q u i r e s the d i s c l o s u r e o f replacement c o s t 
d a t a f o r companies r e q u i r e d to f i l e w i t h the S e c u r i t i e s and Exchange 
Commission and whose i n v e n t o r i e s and g r o s s p r o p e r t y , p l a n t and 
equipment exceed c e r t a i n amounts. The data r e q u i r e d to be d i s 
c l o s e d i n c l u d e s : 

C u r r e n t replacement c o s t o f i n v e n t o r i e s ; 

Cost o f s a l e s computed on the b a s i s o f the r e p l a c e 
ment c o s t o f the goods or s e r v i c e s a t the time o f 
s a l e ; 

Gross (new) and d e p r e c i a t e d replacement c o s t o f 
p r o d u c t i v e c a p a c i t y ; and 

D e p r e c i a t i o n , d e p l e t i o n and a m o r t i z a t i o n expense on 
a replacement c o s t b a s i s . 

I n a d d i t i o n , a d e s c r i p t i o n o f the methods employed i n computing the 
above d i s c l o s u r e s i s a l s o r e q u i r e d . 

T h i s Rule was e f f e c t i v e f o r y e a r s ending on or a f t e r December 25, 
1976. 

FORMAT OF DISCLOSURES 

E i g h t e e n companies i n 1977 d i s c l o s e d u n a u d i t e d replacement c o s t data 
as p a r t o f one o f the notes t o the f i n a n c i a l s tatements w h i l e the 
r e m a i n i n g companies d i s c l o s e d t h i s d ata i n a s e p a r a t e s e c t i o n which 
i n most cases f o l l o w e d the notes t o the f i n a n c i a l s t a t e m e n t s . A l l 
o f the d i s c l o s u r e s were l a b e l e d as u n a u d i t e d . 

The v a r i o u s t i t l e s g i v e n t o the replacement c o s t d i s c l o s u r e s were as 
f o l l o w s : 

Number 
o f 

Companies 
T i t l e 1977 

Replacement Cost I n f o r m a t i o n ( U n a u d i t e d ) . . . . 11 
Replacement Cost (Unaudited) 2 
Replacement Cost Data (Unaudited) 2 
As s e t Replacement Cost (Unaudited) 2 
E s t i m a t e d Replacement Cost I n f o r m a t i o n 

(Unaudited) 2 
Replacement Cost Data ( i n c l u d e d i n the 

u n a u d i t e d f i n a n c i a l i n f o r m a t i o n f o o t n o t e ) . 1 
G e n e r a l D e s c r i p t i o n o f the Impact o f 

I n f l a t i o n (Unaudited) 1* 
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FORMAT OF DISCLOSURE - (Continued) 
Number 

o f 
Companies 

T i t l e 1977 
As s e t Replacement Cost I n f o r m a t i o n 

(Unaudited) 1 
Supplemental I n f o r m a t i o n on Replacement 

(Unaudited) 1 
E f f e c t o f I n f l a t i o n - Replacement Costs 

(Unaudited) 1 
Data D e s c r i b i n g Replacement Cost o f Inven

t o r i e s , P r o d u c t i v e C a p a c i t y , and R e l a t e d 
Replacement Cost I n f o r m a t i o n f o r C e r t a i n 
C o s t s and Expenses (Unaudited) 1 

Unaudited Replacement Cost I n f o r m a t i o n 1* 

*Southwest F o r e s t I n d u s t r i e s , I n c . made d i s c l o s u r e s i n 
two s e c t i o n s o f the r e p o r t . 

A l l companies d i s c l o s e d the q u a n t i t a t i v e replacement c o s t data f o r 
both y e a r s as s p e c i f i c d o l l a r amounts except f o r (1) S t . Regis Paper 
Company which d i s c l o s e d i t s replacement c o s t data f o r p r o d u c t i v e 
c a p a c i t y , d e p r e c i a t i o n and c o s t o f s a l e s i n ranges and fee timber and 
i n v e n t o r i e s i n s p e c i f i c d o l l a r amounts and (2) F e d e r a l Paper Board 
Company which made a l l o f i t s replacement c o s t d i s c l o s u r e s i n ranges 
except f o r d e p r e c i a t i o n expenses and the c o s t o f timber h a r v e s t e d . 

REPLACEMENT COST ESTIMATION METHODS USED  

P r o d u c t i v e C a p a c i t y 

Most companies i n c l u d e d i n the survey u t i l i z e d a c o m b i n a t i o n o f 
s e v e r a l methods f o r e s t i m a t i n g the replacement c o s t o f t h e i r produc
t i v e c a p a c i t y . The use o f these v a r i o u s methods i s summarized as 
follows: 

Number o f 
Companies 

Methods Used 1977 1976 

Combina t i o n o f E n g i n e e r i n g E s t i m a t e s * , s p e c i f i c 
p r i c i n g and i n d e x i n g 6 13 

Combination o f E n g i n e e r i n g E s t i m a t e s * and i n d e x i n g 11 8 
Combination o f E n g i n e e r i n g E s t i m a t e s * and s p e c i f i c 

p r i c i n g - 2 
I n d e x i n g o n l y 1 2 
I n d e x i n g f o r w a r d 1976 e s t i m a t e s which were based on a 

c o m b i n a t i o n o f the f i r s t f o u r methods w i t h a d j u s t 
ments f o r a d d i t i o n s and r e t i r e m e n t s where a p p l i c a b l e . 6 

I n d e x i n g f o r w a r d 1976 e s t i m a t e s determined by the f i r s t 
f o u r methods and u s i n g h i s t o r i c c o s t r e l a t i o n s h i p s 
between s i m i l a r o p e r a t i o n s 1 

*U s i n g f u n c t i o n a l p r i c i n g and/or s p e c i f i c p r i c e quotes based on 
e q u i v a l e n t u n i t s o f o u t p u t . 
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Cost of S a l e s 
Many of the companies i n the s u r v e y c a l c u l a t e d t h e i r c o s t of s a l e s 
on a replacement c o s t b a s i s u t i l i z i n g LIFO e i t h e r alone or i n con
j u n c t i o n w i t h a number of o t h e r methods t o c a l c u l a t e t o t a l r e p l a c e 
ment c o s t of s a l e s . These methods can be b r o a d l y summarized as 
f o l l o w s : 

Number of 
Companies 

Method(s) 1977 1976 

LIFO 6 10 
LIFO, i n d e x i n g and s p e c i f i c p r i c e quotes 1 2 
LIFO and s p e c i f i c p r i c e quotes - 2 
H i s t o r i c a l c o s t a d j u s t e d f o r the average time 

l a g between when goods are produced and 
when they are s o l d 5 4 

H i s t o r i c a l c o s t or approximate h i s t o r i c c o s t . 5 4 
A c t u a l p r o d u c t i o n c o s t and f a i r v a l u e of 

t i m b e r h a r v e s t e d 1 1 
I n d e x i n g - 1 
Method not d i s c l o s e d 2 1 
LIFO, a d j u s t e d f o r average l a g between 

p r o d u c i n g and s e l l i n g goods 1 
Average annual c o s t s 2 
C u r r e n t p r o d u c t i o n c o s t s at the time of s a l e . 2 

I n v e n t o r i e s 

The companies i n c l u d e d i n the s u r v e y d i s c l o s e d many v a r i o u s methods 
used to e s t i m a t e the c u r r e n t replacement c o s t of i n v e n t o r i e s . 
C e r t a i n companies s p e c i f i c a l l y s t a t e d t h a t replacement c o s t depre
c i a t i o n was i n c l u d e d i n the computation o f replacement c o s t i n v e n 
t o r i e s w h i l e o t h e r companies e i t h e r s p e c i f i c a l l y e x c l u d e d such 
amounts or d i d not address the f a c t as t o whether replacement c o s t 
d e p r e c i a t i o n was i n c l u d e d or e x c l u d e d . 

The v a r i o u s methods d i s c l o s e d by the companies i n c l u d e d i n the 
s u r v e y are o u t l i n e d as f o l l o w s : 

Number of 
Companies 

Method(s) 1977 1976 

FIFO 2 2 
FIFO and i n d e x i n g 1 1 
FIFO a d j u s t e d t o r e f l e c t c u r r e n t c o s t s and 

replacement c o s t d e p r e c i a t i o n 2 2 
FIFO or average c o s t a d j u s t e d f o r s i g n i f i c a n t 

c o s t changes between date of e x p e n d i t u r e 
and December 31 based on the number of days 
s a l e s i n i n v e n t o r y : 

replacement c o s t d e p r e c i a t i o n i n c l u d e d . . 1 1 
replacement c o s t d e p r e c i a t i o n not 

mentioned 1 1 
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Number o f 
Companies 

C u r r e n t s p e c i f i c p r i c e s and year end produc
t i o n c o s t s i n c l u d i n g replacement c o s t 
d e p r e c i a t i o n 1 

FIFO a d j u s t e d to next known quoted p r i c e , 
i n d e x i n g and c u r r e n t p u l p wood purchase 
c o s t s 1 1 

C u r r e n t average c o s t s , year end p r i c e s , 
i n d e x i n g p l u s replacement c o s t d e p r e c i a t i o n 2 

H i s t o r i c a l c o s t (FIFO) - no adjustments - 1 
C u r r e n t year average c o s t s and year end p r i c e s 2 2 
C u r r e n t average c o s t p l u s replacement c o s t 

d e p r e c i a t i o n - 1 
C u r r e n t p r o d u c t i o n c o s t s and c u r r e n t purchase 

p r i c e s 1 1 
C u r r e n t p r o d u c t i o n c o s t s , vendor q u o t a t i o n s , 

and c o n t r a c t p r i c e s f o r lo n g - t e r m c o n t r a c t s - 1 
S p e c i f i c c u r r e n t v a l u e s and i n d e x i n g - 1 
Average m a n u f a c t u r i n g c o s t s and c u r r e n t l i s t 

p r i c e s 1 1 
St a n d a r d c o s t s r e v i s e d f o r c u r r e n t c o s t s and 

replacement c o s t d e p r e c i a t i o n , net o f 
o p e r a t i n g e f f i c i e n c i e s . . . . 1 1 

Year end r e v i s e d s t a n d a r d c o s t s or a c t u a l 
average per u n i t c o s t s (replacement c o s t 
d e p r e c i a t i o n s p e c i f i c a l l y e x c l u d e d ) 1 2 

Year end c o s t s and i n d e x e s : 
. replacement c o s t d e p r e c i a t i o n i n c l u d e d . . . . 2 2 
. replacement c o s t d e p r e c i a t i o n e x c l u d e d . . . . 2 1 

Year end c o s t l e v e l s 1 1 
I n d e x i n g based on year end c o s t i n c r e a s e s o f 

c e r t a i n i n v e n t o r y items 1 1 
Method not d i s c l o s e d 1 1 
Year end c o s t s and i n d e x e s ; average l o n g -

term c o n t r a c t p r i c e s 1 

Fee Timber 

F o r both y e a r s , a l l but two o f the companies d i s c l o s e d replacement 
c o s t f o r f e e t i m b e r based on the s u s t a i n e d y i e l d concept and i n c l u d e d 
r e f o r e s t a t i o n and f o r e s t management c o s t s . The two companies 
(Diamond I n t e r n a t i o n a l C o r p o r a t i o n and Southwest F o r e s t I n d u s t r i e s , 
I n c . ) t h a t d i d not p r e s e n t t h e i r f ee timber replacement c o s t d i s 
c l o s u r e u s i n g t h i s c o n c e p t , i n s t e a d used e s t i m a t e d c u r r e n t v a l u e s , 
as f o l l o w s : 

DIAMOND INTERNATIONAL CORPORATION 

Tim b e r l a n d s owned by Diamond are managed through s e l e c t i v e h a r v e s t i n g 
and n a t u r a l r e f o r e s t a t i o n t o i n s u r e a c o n t i n u i n g s u p p l y . The e s t i 
mated replacement c o s t o f such t i m b e r was computed based on the 
e s t i m a t e d volume o f s t a n d i n g t i m b e r on Company l a n d s , a t the f a i r 
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market v a l u e s c u r r e n t l y being r e p o r t e d f o r f e d e r a l income t a x pur
poses, a d j u s t e d t o pr e s e n t v a l u e s f o r the t i m b e r t o be h a r v e s t e d i n 
f u t u r e y e a r s . The e s t i m a t e d c o s t s of r e p l a c i n g s t a n d i n g t i m b e r 
owned by the Company at December 31, 1976 and 1977 were $330,000,000, 
and $350,000,000, r e s p e c t i v e l y , assuming t h a t such t i m b e r was a v a i l 
a b l e f o r purchase a t December 31, 1976 and 1977. The comparable 
h i s t o r i c a l c o s t s of such s t a n d i n g t i m b e r were $22,333,000 and 
$ 2 3,392,000, r e s p e c t i v e l y . The above amounts do not i n c l u d e 
advances f o r c u t t i n g r i g h t s s i n c e they do not r e p r e s e n t the va l u e 
o f t i m b e r t o be h a r v e s t e d . 

SOUTHWEST FOREST INDUSTRIES, INC. 

The e s t i m a t e d replacement c o s t of the Company's t i m b e r and t i m b e r 
l a n d s i s a p p r o x i m a t e l y $24,855,000 compared to the h i s t o r i c a l c o s t 
of $12,971,000. While modern s i l v i c u l t u r a l p r i n c i p a l s and e n v i r o n 
mental p r a c t i c e s are f o l l o w e d i n the o p e r a t i o n s of the Company's 
t i m b e r h o l d i n g s , due to t h e i r n ature and s i z e the s u s t a i n e d y i e l d 
concept i s not employed. A c c o r d i n g l y , a l t h o u g h the Company may not 
r e p l a c e a l l of i t s t i m b e r and t i m b e r l a n d s as t i m b e r i s h a r v e s t e d , 
the replacement c o s t was computed based on the e s t i m a t e d c u r r e n t 
v a l u e s . 

* * * * * 
One company ( F i b r e b o a r d C o r p o r a t i o n ) d i d not d i s c l o s e any d o l l a r 
amounts i n e i t h e r year f o r the replacement c o s t of i t s t i m b e r 
h o l d i n g s s i n c e i t s t a t e s t h a t such c o s t s are b e l i e v e d to be not 
s i g n i f i c a n t . F i b r e b o a r d ' s d i s c l o s u r e i s as f o l l o w s : 

The Company's fee t i m b e r h o l d i n g s are managed by employ
i n g a " s u s t a i n e d y i e l d " c oncept, whereby annual t i m b e r 
volume removals are planned not t o exceed, on average, 
the t i m b e r volume expected t o be grown a n n u a l l y . 
T h e r e f o r e , the f i b e r p o t e n t i a l of the Company's t i m b e r 
l a n d s n o r m a l l y w i l l not decrease from the e x i s t i n g 
l e v e l at any g i v e n t i m e . S i n c e the Company's normal 
approach t o the r e f o r e s t a t i o n of t i m b e r l a n d i s by 
n a t u r a l r e g e n e r a t i o n , the Company b e l i e v e s t h a t no 
s i g n i f i c a n t r e f o r e s t a t i o n c o s t s or f o r e s t management 
e x p e n d i t u r e s would be i n c u r r e d i n b r i n g i n g a h a r v e s t e d 
a r e a t o a s t a t e of m a t u r i t y e q u a l t o t h a t of the Com
pany's p r e s e n t l y e x i s t i n g f ee t i m b e r h o l d i n g s . 

* * * * * 

I n a d d i t i o n , i n 1977 and 1976 G e o r g i a - P a c i f i c C o r p o r a t i o n , K i m b e r l y -
C l a r k C o r p o r t i o n , and Union Camp C o r p o r a t i o n d i d not s e p a r a t e l y d i s 
c l o s e the r e f o r e s t a t i o n and f o r e s t management components of t h e i r 
t i m b e r replacement c o s t s which were c a l c u l a t e d on the b a s i s of the 
s u s t a i n e d y i e l d c o n c e p t . 

* * * * * 
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D e p r e c i a t i o n Expense 

Three of the companies i n 1977 compared to f i f t e e n companies i n 1976 
d i s c l o s e d t h a t replacement c o s t d e p r e c i a t i o n expense was c a l c u l a t e d 
by d e t e r m i n i n g the r e l a t i o n s h i p of h i s t o r i c a l d e p r e c i a t i o n expense 
t o the h i s t o r i c a l c o s t of a s s e t s and a p p l y i n g t h a t r e l a t i o n s h i p to 
the replacement c o s t of a s s e t s . 

F i f t e e n companies i n 1977 and s i x companies i n 1976 d i s c l o s e d t h a t 
replacement c o s t d e p r e c i a t i o n expense was c a l c u l a t e d on the s t r a i g h t -
l i n e b a s i s over the h i s t o r i c u s e f u l l i v e s of the replacement c o s t 
a s s e t s . S i x of these companies a p p l i e d the s t r a i g h t - l i n e method t o 
the average replacement c o s t of p r o d u c t i v e c a p a c i t y . 

One company noted i n 1977 and 1976 t h a t replacement c o s t d e p r e c i a 
t i o n expense was c a l c u l a t e d u s i n g i n d e x i n g . 

Three companies d i s c l o s e d i n 1977 t h a t replacement c o s t d e p r e c i a 
t i o n was c a l c u l a t e d at r a t e s or over l i v e s p r e s e n t l y i n use f o r 
f i n a n c i a l statement purposes. 

The r e m a i n i n g t h r e e companies (Crown Z e l l e r b a c h C o r p o r a t i o n , Great 
N o r t h e r n Nekoosa C o r p o r a t i o n and W i l l a m e t t e I n d u s t r i e s , I n c . ) i n 
the survey who p r e s e n t e d replacement c o s t i n f o r m a t i o n d i d not d i s 
c l o s e i n e i t h e r year the b a s i s of t h e i r c a l c u l a t i o n s f o r replacement 
c o s t d e p r e c i a t i o n expense. 

Accumulated D e p r e c i a t i o n 

E l e v e n companies i n 1977 compared to f o u r t e e n i n 1976 d i s c l o s e d t h a t 
t h e i r replacement c o s t accumulated d e p r e c i a t i o n was c a l c u l a t e d by 
u s i n g the r e l a t i o n s h i p between the h i s t o r i c a l c o s t of f i x e d a s s e t s 
and the replacement c o s t of p r o d u c t i v e c a p a c i t y . 

S i x companies i n 1977 and f o u r companies i n 1976 d i s c l o s e d t h a t 
replacement c o s t accumulated d e p r e c i a t i o n was c a l c u l a t e d on the 
s t r a i g h t - l i n e b a s i s u s i n g the e x p i r e d l i v e s of the a s s e t s being 
r e p l a c e d . One of these companies a p p l i e d the s t r a i g h t - l i n e 
method t o average replacement c o s t a s s e t s . 

Two companies d i s c l o s e d i n 1977 t h a t replacement c o s t accumulated 
d e p r e c i a t i o n was c a l c u l a t e d at the r a t e s or over the l i v e s p r e s e n t l y 
i n use f o r c u r r e n t f i n a n c i a l statement purposes. 

One company noted i n 1977 t h a t replacement c o s t accumulated depre
c i a t i o n was c a l c u l a t e d u s i n g i n d e x i n g . 

The r e m a i n i n g companies d i d not d i s c l o s e the b a s i s of t h e i r c a l c u 
l a t i o n s f o r replacement c o s t accumulated d e p r e c i a t i o n . 
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FULLY DEPRECIATED ASSETS 

S t a f f A c c o u n t i n g B u l l e t i n #7 s e t f o r t h an i n t e r p r e t a t i o n as to what 
replacement c o s t d i s c l o s u r e s s h o u l d be made f o r f u l l y d e p r e c i a t e d 
a s s e t s . T h i s i n t e r p r e t a t i o n s p e c i f i e d t h a t : 

s i n c e f u l l y d e p r e c i a t e d a s s e t s a r e s t i l l a p a r t o f 
p r o d u c t i v e c a p a c i t y , t h e i r replacement c o s t (new) 
s h o u l d be d i s c l o s e d . 

the d i s c l o s u r e r e q u i r e d by Rule 3-17(d) of "the 
amount o f d e p r e c i a t i o n which would have been ac c r u e d 
i f i t were e s t i m a t e d on the b a s i s o f c u r r e n t r e p l a c e 
ment c o s t " would not be changed but i f f u l l y depre
c i a t e d a s s e t s were s i g n i f i c a n t i n amount, the r e g i s 
t r a n t presumably would conclude t h a t s u p p l e m e n t a l 
i n f o r m a t i o n s h o u l d be g i v e n i n r e s p o n d i n g to the 
r e q u i r e m e n t s o f Rule 3 - 1 7 ( f ) . Such d i s c l o s u r e might 
i n c l u d e an e s t i m a t e o f the amount o f d e p r e c i a t i o n 
which would have been a c c r u e d i f f u l l y d e p r e c i a t e d 
a s s e t s were s t i l l b e i n g d e p r e c i a t e d at a r a t e 
r e f l e c t i n g c u r r e n t e s t i m a t e s o f t h e i r economic l i f e . 

The f o l l o w i n g summarizes the d i s c l o s u r e s made r e l a t i n g to f u l l y 
d e p r e c i a t e d a s s e t s : 

Number of 
Companies 

1977 1976 

No replacement c o s t d e p r e c i a t i o n expense 
was c a l c u l a t e d f o r f u l l y d e p r e c i a t e d 
a s s e t s 6 4 

I n c l u d e d f u l l y d e p r e c i a t e d a s s e t s i n the 
c a l c u l a t i o n o f replacement c o s t depre
c i a t i o n expense 1 1 

D i s c l o s e d t h a t replacement c o s t depre
c i a t i o n expense "would not d i f f e r 
m a t e r i a l l y " i f f u l l y d e p r e c i a t e d a s s e t s 
were i n c l u d e d i n the c a l c u l a t i o n 1 1 

S e p a r a t e l y d i s c l o s e d the amount of 
replacement c o s t d e p r e c i a t i o n expense 
f o r f u l l y d e p r e c i a t e d a s s e t s 3 3 

S e p a r a t e l y d i s c l o s e d the amount o f 
replacement c o s t o f f u l l y d e p r e c i a t e d 
a s s e t s 3 2 

ITEMS EXCLUDED FROM REPLACEMENT COST DISCLOSURES 

Twenty-one companies i n 1977 i n d i c a t e d t h a t l a n d was e x c l u d e d from 
t h e i r replacement c o s t d i s c l o s u r e s . In a d d i t i o n , e l e v e n companies 
d i s c l o s e d t h a t no replacement c o s t i n f o r m a t i o n was g i v e n f o r c e r t a i n 
a s s e t s which were not to be r e p l a c e d . 
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F o u r t e e n companies i n 1977 s p e c i f i c a l l y noted t h a t replacement c o s t 
i n f o r m a t i o n was not p r o v i d e d f o r company a s s e t s c l a s s i f i e d as con
s t r u c t i o n i n p r o g r e s s w h i l e f i v e companies s p e c i f i c a l l y noted t h a t 
o p e r a t i o n s o u t s i d e o f North America and the European Economic Com
munity were e x c l u d e d . Two companies s p e c i f i c a l l y noted t h a t the 
1976 replacement c o s t data was r e s t a t e d t o i n c l u d e t h e s e f o r e i g n 
o p e r a t i o n s . 

Other items i n d i v i d u a l l y d i s c l o s e d as b e i n g e x c l u d e d from the 
replacement c o s t d i s c l o s u r e s f o r p r o d u c t i v e c a p a c i t y , c o s t of 
s a l e s or d e p r e c i a t i o n and a m o r t i z a t i o n by the companies i n c l u d e d 
i n the sur v e y were as f o l l o w s : 

Number 
o f 

Item Companies 
O i l and gas p r o p e r t i e s 2 
M i n e r a l r e s o u r c e s 1 
Non-company-owned t i m b e r l a n d s 2 
Timberlands 4 
Timberlands improvements 2 
C u t t i n g r i g h t s 3 
L o g g i n g roads 2 
O p e r a t i o n s b e i n g s o l d or expe c t e d t o be s o l d . . . . 3 
D i s c o n t i n u e d o p e r a t i o n s 1 
P l a n t s b e i n g c o n s t r u c t e d 1 
Lands h e l d f o r r e s a l e 1 
D e p l e t i o n . 1 
A m o r t i z a t i o n of i n t a n g i b l e a s s e t s 1 
1976 l e a s e s 1 
N o n - c a p i t a l i z e d f i n a n c i n g l e a s e s (1977 and 1976) 2 
Amounts f o r which replacement c o s t i s not 

r e q u i r e d 1 

MISCELLANEOUS ITEMS INCLUDED IN REPLACEMENT COST DISCLOSURES 

Items i n d i v i d u a l l y d i s c l o s e d as b e i n g added t o the h i s t o r i c a l c o s t 
amounts f o r which replacement c o s t i n f o r m a t i o n was g i v e n i n c l u d e d 
the f o l l o w i n g : 

Number o f 
Companies 

Item 1977 1976 

P r e s e n t v a l u e of minimum l e a s e r e n t a l commit
ments f o r n o n - c a p i t a l i z e d f i n a n c i n g l e a s e s . 7 6 

Imputed d e p r e c i a t i o n expense on n o n - c a p i t a l 
i z e d f i n a n c i n g l e a s e s 1 6 

S h o r t - t e r m t i m b e r c u t t i n g r i g h t s 1 1 
Land development t r a c t s h e l d f o r r e s a l e - 1 
Lo g g i n g roads - 1 
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OPERATING EFFICIENCIES 
Al t h o u g h most of the companies which p r e s e n t e d replacement c o s t d a t a 
noted t h a t the use of new p r o d u c t i v e f a c i l i t i e s and up t o date t e c h 
n o l o g y would produce o p e r a t i n g c o s t s a v i n g s and p r o d u c t i o n e f f i c i e n 
c i e s o n l y f o u r companies i n both years q u a n t i f i e d t h e i r e s t i m a t e s of 
such s a v i n g s or e f f i c i e n c i e s . I n a d d i t i o n , two of these f o u r com
p a n i e s n e t t e d t h e s e s a v i n g s and e f f i c i e n c i e s w i t h the amounts d i s 
c l o s e d f o r replacement c o s t of s a l e s . 

The d i s c l o s u r e s made by these f o u r companies were as f o l l o w s : 

THE CONTINENTAL GROUP, INC.  

E s t i m a t e d Replacement Cost 

The replacement c o s t data p r e s e n t e d above does not r e f l e c t any 
o p e r a t i n g c o s t s a v i n g s t h a t may r e s u l t due to the replacement of 
e x i s t i n g a s s e t s w i t h a s s e t s of improved t e c h n o l o g y . I f C o n t i 
n e n t a l ' s p r o d u c t i v e c a p a c i t y were r e p l a c e d as i t i s assumed i n t h i s 
n o t e , many c o s t s o t h e r than d e p r e c i a t i o n expense would change. 
Cos t s f o r d i r e c t l a b o r , r e p a i r s and maintenance, u t i l i t i e s and 
o t h e r i n d i r e c t c o s t s would change. A l t h o u g h these changes cannot 
be q u a n t i f i e d w i t h p r e c i s i o n , management e s t i m a t e s t h a t the reduc
t i o n of o p e r a t i n g c o s t s would approximate $60 m i l l i o n f o r each 
y e a r p r e s e n t e d . 

GEORGIA-PACIFIC CORPORATION  

O p e r a t i n g Cost S a v i n g s 

Replacement of the C o r p o r a t i o n ' s p l a n t s would r e s u l t i n i n c r e a s e d 
p r o d u c t i v i t y and c e r t a i n o t h e r c o s t s a v i n g s as a r e s u l t of improved 
t e c h n o l o g y . Such s a v i n g s ( e s t i m a t e d to be $91,000,000 i n 1976 and 
$128,000,000 i n 1977 and i n c l u d e d i n e s t i m a t e d replacement c o s t as 
a r e d u c t i o n of c o s t of s a l e s ) were determined t o be r e a l i z a b l e 
p r i m a r i l y i n the form of reduced manpower r e q u i r e m e n t s , lower main
tenance c o s t s and reduced c o s t s f o r energy. 

INTERNATIONAL PAPER COMPANY  

Cost of P r o d u c t s S o l d 

Cost of p r o d u c t s s o l d , as e s t i m a t e d on a replacement c o s t b a s i s , 
does not r e f l e c t the c o s t s a v i n g s from the t e c h n o l o g i c a l l y advanced 
new f a c i l i t i e s upon which the replacement c o s t of e x i s t i n g c a p a c i t y 
has been based. Management e s t i m a t e s t h a t such c o s t s a v i n g s would 
be a p p r o x i m a t e l y $226 m i l l i o n and $210 m i l l i o n compared w i t h the 
e s t i m a t e d i n c r e a s e of $175 m i l l i o n and $164 m i l l i o n i n d e p r e c i a t i o n 
expense over the comparable h i s t o r i c a l amounts f o r December 31, 1977 
and 1976, r e s p e c t i v e l y . 
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KIMBERLY-CLARK CORPORATION 

O p e r a t i n g E f f i c i e n c i e s 

The manner i n which the company has chosen t o c a l c u l a t e the r e p l a c e 
ment c o s t of i t s e x i s t i n g p r o d u c t i v e c a p a c i t y , as d e s c r i b e d above, 
would, i f e f f e c t e d , a l t e r i t s c u r r e n t l e v e l of o p e r a t i n g c o s t s f o r 
1977 and 1976. A c c o r d i n g l y , t o a v o i d p r e s e n t i n g m a t e r i a l l y mis
l e a d i n g replacement c o s t d a t a , the company's o p e r a t i n g c o s t s were 
a d j u s t e d , when a p p r o p r i a t e , t o the r e s p e c t i v e l e v e l s e x p e r i e n c e d by 
the f a c i l i t i e s a f t e r which the replacement e s t i m a t e s were modeled, 
i n c l u d i n g a n t i c i p a t e d c o s t r e d u c t i o n s which would be d e r i v e d from 
t e c h n o l o g i c a l improvements. 

T a b l e 1 d i s c l o s e s c o s t of p r o d u c t s s o l d c a l c u l a t e d on the b a s i s of 
replacement c o s t s of $1,138.6 m i l l i o n and $1,047.6 m i l l i o n f o r the 
y e a r s 1977 and 1976, r e s p e c t i v e l y . I n c l u d e d t h e r e i n are i n c r e a s e d 
d e p r e c i a t i o n charges r e s u l t i n g from replacement c o s t of p r o d u c t i v e 
c a p a c i t y and p r i c e i n c r e a s e s on purchased m a t e r i a l s over t h a t 
i n c l u d e d i n the h i s t o r i c a l c o s t b a s i s f i n a n c i a l s tatements which 
aggregate $46.9 m i l l i o n and $51.7 m i l l i o n f o r 1977 and 1976, 
r e s p e c t i v e l y . O f f s e t t i n g these i n c r e a s e s are s a v i n g s r e s u l t i n g 
from decreased l a b o r , raw m a t e r i a l s , maintenance and o t h e r d i r e c t 
and i n d i r e c t c o s t s which aggregate $56.7 m i l l i o n and $49.8 m i l l i o n 
f o r 1977 and 1976, r e s p e c t i v e l y . 

ADDITIONAL DISCLOSURES 

Three companies (Champion I n t e r n a t i o n a l C o r p o r a t i o n , The C o n t i n e n t a l 
Group, I n c . and K i m b e r l y - C l a r k C o r p o r a t i o n ) d i s c l o s e d the method 
used i n t r a n s l a t i n g f o r e i g n c u r r e n c y h i s t o r i c a l v a l u e s of c e r t a i n 
a s s e t s and expenses. 

F e d e r a l Paper Board Company, I n c . d i s c l o s e d r e s t a t i n g the 1976 
amounts to i n c l u d e the company's Glassware D i v i s i o n which had 
p r e v i o u s l y been expected t o be s o l d . Champion I n t e r n a t i o n a l 
C o r p o r a t i o n , on the o t h e r hand, r e s t a t e d p r i o r y e a r amounts to 
r e f l e c t the d i s c o n t i n u a t i o n of i t s f u r n i s h i n g s b u s i n e s s and the 
c a p i t a l i z a t i o n of c e r t a i n l e a s e s . 

* * * * * 
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E x c e r p t s o f c e r t a i n replacement c o s t d i s c l o s u r e s a r e g i v e n below: 

REPLACEMENT COSTS DISCLOSED IN RANGES 

FEDERAL PAPER BOARD COMPANY, INC. 
The r e q u i r e d e s t i m a t e d replacement c o s t i n f o r m a t i o n i s p r e s e n t e d 
below i n ranges which encompass management's o p i n i o n as to the most 
p r o b a b l e range f o r the d a t a and to emphasize the i m p r e c i s e n a t u r e o f 
amounts r e p o r t e d . The ranges s h o u l d n o t , however, be c o n s i d e r e d an 
e x p r e s s i o n o f the minimum and maximum replacement c o s t s . 

H i s t o r i c a l 
Cost 

At December 31, 1977 
I n v e n t o r y $ 65. 8 
P r o d u c t i v e c a p a c i t y $304.8 
Accumulated d e p r e c i a t i o n 106.7 

Net p r o d u c t i v e c a p a c i t y $198.1 

Fo r the f i s c a l year ended 12/31/77 
Cost o f s a l e s o t h e r than 

d e p r e c i a t i o n $317.5 
D e p r e c i a t i o n i n c l u d e d i n c o s t o f 

s a l e s 19.2 
Other d e p r e c i a t i o n expense .3 

At January 1, 1977 ( R e s t a t e d ) 
I n v e n t o r y $ 67.1 
P r o d u c t i v e c a p a c i t y . . . . . $293.3 
Accumulated d e p r e c i a t i o n 95.1 

Net p r o d u c t i v e c a p a c i t y $198.2 

F o r the f i s c a l year ended 1/1/77  
(R e s t a t e d ) 
Cost o f s a l e s o t h e r than 

d e p r e c i a t i o n $307.2 
D e p r e c i a t i o n i n c l u d e d i n c o s t o f 

s a l e s 16.6 
Other d e p r e c i a t i o n expense .3 

Range o f 
Replacement Cost 

(In m i l l i o n s ) 

$ 68.5 - $ 70.5 
$950.0 - $1,025.0 
330.0 - 370.0 

$620.0 - $ 655.0 

$317.0 - $ 318.0 

62.0 66.4 
.3 

$ 69.0 - $ 71.0 
$860.0 - $ 920.0 
285.0 - 315.0 

$575.0 - $ 605.0 

$307.0 - $ 308.0 

46.2 49.2 
.4 
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ST. REGIS PAPER COMPANY 

Replacement Cost Data 

The f o l l o w i n g e x h i b i t r e f l e c t s management's e s t i m a t e o f the r e p l a c e 
ment c o s t o f p r o d u c t i v e c a p a c i t y and i n v e n t o r i e s as o f December 31, 
1976 and 1977, d e p r e c i a t i o n expense and the i n c r e a s e i n c o s t o f 
goods s o l d ( i n c l u d i n g d e p r e c i a t i o n and d e p l e t i o n computed on r e p l a c e 
ment c o s t b a s i s ) f o r the y e a r s then ended ( i n m i l l i o n s of d o l l a r s ) : 

1976 1977 

P l a n t and Equipment 
Accumulated D e p r e c i a t i o n . 
I n v e n t o r i e s 
D e p r e c i a t i o n Expense 
I n c r e a s e i n Cost o f S a l e s 

$2,800 t o $3,400 
1,700 t o 2,100 

221 
105 t o 129 
51 t o 63 

$3,000 t o $3,600 
2,000 t o 2,400 

260 
121 t o 147 
70 t o 86 

I f f u l l y d e p r e c i a t e d a s s e t s ( r e p r e s e n t i n g a p p r o x i m a t e l y 30% (1976) 
and 32% (1977) o f p r o p e r t y , p l a n t and equipment on a replacement 
c o s t b a s i s ) were d e p r e c i a t e d on the b a s i s o f h i s t o r i c a l l i v e s , i t 
i s e s t i m a t e d t h a t a d d i t i o n a l d e p r e c i a t i o n expense r a n g i n g from 
$44,000,000 t o $54,000,000 (1976) and from $57,000,000 t o 
$69,000,000 (1977) would r e s u l t . 
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PRODUCTIVE CAPACITY 

CHAMPION INTERNATIONAL CORPORATION  

P r o d u c t i v e C a p a c i t y 

The e s t i m a t e d Replacement Cost o f the Company's major p l a n t f a c i l i 
t i e s f o r the p r o d u c t i o n o f p u l p , w h i t e p a p e r s , brown paper, board, 
plywood and lumber ( r e p r e s e n t i n g a p p r o x i m a t e l y 75% o f the e s t i m a t e d 
g r o s s p r o d u c t i v e c a p a c i t y ) was developed by (1) u p d a t i n g h i s t o r i c a l 
c o s t s o f r e c e n t l y c o n s t r u c t e d f a c i l i t i e s t o c u r r e n t c o s t s or (2) 
u s i n g c u r r e n t e s t i m a t e s f o r planned c a p a c i t y a d d i t i o n s based on 
major e n g i n e e r i n g s t u d i e s . These c o s t s were used to d e r i v e a c o s t 
per u n i t o f p r o d u c t i v e c a p a c i t y ( e . g . t o n o f pulp and paper, or 
m i l l i o n board f e e t o f plywood and lumber) which were then a p p l i e d 
t o the t o t a l e x i s t i n g p r o d u c t i v e c a p a c i t y f o r those p r o d u c t s manage
ment a n t i c i p a t e s c o n t i n u i n g . The Company had r e p r e s e n t a t i v e models 
o f r e c e n t and planned i n s t a l l a t i o n s f o r a p p l y i n g t h i s f u n c t i o n a l 
p r i c i n g method. 

The Replacement Cost o f p r o d u c t i v e c a p a c i t y assumes t h a t f a c i l i t i e s 
would be r e p l a c e d w i t h new, t e c h n o l o g i c a l l y modern f a c i l i t i e s t h a t 
conform t o or exceed e x i s t i n g e n v i r o n m e n t a l c o n t r o l r e q u i r e m e n t s . 
No attempt was made to t o t a l l y r e - e n g i n e e r the e n t i r e p r o d u c t i v e 
and d i s t r i b u t i v e c a p a c i t y i n t o u n i t s s i g n i f i c a n t l y d i f f e r i n g i n 
s i z e from those which p r e s e n t l y e x i s t ; nor was i t p r a c t i c a l to con
s i d e r the m u l t i p l i c i t y o f problems i n r e l o c a t i n g or c o n s o l i d a t i n g 
e x i s t i n g p r o d u c t i v e f a c i l i t i e s based on t i m b e r and o t h e r raw mate
r i a l s o u r c e s , a v a i l a b i l i t y o f l a b o r s u p p l y , p r o x i m i t y t o markets, 
e t c . C o n s i d e r a t i o n o f such f a c t o r s c o u l d s i g n i f i c a n t l y a l t e r the 
Replacement Co s t s r e f l e c t e d i n t h i s d i s c l o s u r e and would be of 
prime importance to the Company's a c t u a l replacement o f e x i s t i n g 
c a p a c i t y when or i f undertaken i n the f u t u r e . 

The d i r e c t p r i c i n g method was u t i l i z e d i n e s t i m a t i n g Replacement 
Cost f o r major u n i t s o f equipment i n o t h e r o p e r a t i n g u n i t s i n c l u d i n g 
Canadian o p e r a t i o n s , d i s t r i b u t i o n and c o n v e r t i n g , t r a n s p o r t a t i o n 
equipment and woodlands equipment. T h i s approach i n v o l v e d the use 
o f vendor q u o t a t i o n s , r e c e n t p u r c h a s e s , e n g i n e e r i n g e s t i m a t e s and 
o t h e r d i r e c t p r i c e s o u r c e s . 

Replacement Costs f o r a d m i n i s t r a t i v e o f f i c e s , warehouses and many 
p l a n t b u i l d i n g s were e s t i m a t e d by u p d a t i n g a c r o s s s e c t i o n o f v a r i 
ous b u i l d i n g s from the H i s t o r i c a l Cost a c t u a l l y i n c u r r e d to c u r r e n t 
Replacement Cost based on e n g i n e e r i n g e s t i m a t e s and c o n s t r u c t i o n 
c o s t i n d i c e s . The r e s u l t i n g aggregate c o s t s were reduced to a 
c o s t per square f o o t f o r v a r i o u s t y p e s o f b u i l d i n g s which were 
then a p p l i e d , a f t e r a d j u s t i n g f o r c o n s t r u c t i o n c o s t v a r i a t i o n s 
i n d i f f e r e n t g e o g r a p h i c a l r e g i o n s , t o the square f o o t a g e o f f a c i l 
i t i e s the Company would r e p l a c e . 

Replacement Cost f o r the remainder o f the Company's p r o d u c t i v e 
c a p a c i t y r e p r e s e n t i n g s m a l l equipment, f u r n i t u r e , f i x t u r e s and 
o t h e r minor items was developed i n a v a r i e t y o f ways such a s , 
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but not l i m i t e d t o , a p p l y i n g p u b l i s h e d p r i c e l i s t s t o s p e c i f i c i t e m s , 
a p p l y i n g p u b l i s h e d o r i n t e r n a l developed i n d i c e s t o h i s t o r i c a l c o s t s , 
e n g i n e e r i n g e s t i m a t e s and o t h e r i n t e r n a l e s t i m a t e s . 

F u l l y d e p r e c i a t e d a s s e t s s t i l l i n use a r e i n c l u d e d i n Replacement 
Cost (new) a t the e s t i m a t e d c u r r e n t c o s t t o r e p l a c e such c a p a c i t y 
and a l l Replacement Cost amounts r e l a t e d t o the f o r e i g n o p e r a t i o n s ' 
c a p a c i t i e s have been t r a n s l a t e d t o U.S. d o l l a r s a t exchange r a t e s 
i n e f f e c t a t y e a r end. 

GEORGIA-PACIFIC CORPORATION  

P r o p e r t y , P l a n t and Equipment 

The e s t i m a t e d replacement c o s t o f major p l a n t and d i s t r i b u t i o n 
f a c i l i t i e s was developed by the C o r p o r a t i o n ' s e n g i n e e r i n g s t a f f 
based upon r e c e n t l y c o n s t r u c t e d new f a c i l i t i e s and c u r r e n t vendor 
q u o t a t i o n s o r p u b l i s h e d p r i c e s . Such e s t i m a t e s c o n t e m p l a t e r e p l a c e 
ment o f e x i s t i n g f a c i l i t i e s by t e c h n o l o g i c a l l y updated p l a n t s i n 
p r e s e n t l o c a t i o n s w i t h o n l y minor i n s t a n c e s o f r e l o c a t i o n o r c o n s o l 
i d a t i o n o f s i m i l a r o p e r a t i o n s . 

In accordance w i t h t he C o r p o r a t i o n ' s c a p i t a l i z a t i o n p o l i c i e s , 
d e f e r r e d i n v e s t m e n t c r e d i t was based upon c u r r e n t r a t e s f o r e l i g i b l e 
machinery and equipment. S i m i l a r l y , i n t e r e s t d u r i n g c o n s t r u c t i o n 
was assumed t o be i n c u r r e d a t the average r a t e s o b t a i n e d f o r c u r r e n t 
b o r r o w i n g s and c a p i t a l i z e d o ver a two-year e s t i m a t e d average con
s t r u c t i o n p e r i o d , but such assumptions s h o u l d not be t a k e n t o i m p l y 
t h a t f u t u r e r e p l a c e m e n t s would be f i n a n c e d s o l e l y w i t h d e b t . 

Replacement c o s t e s t i m a t e s f o r the r e m a i n i n g p r o p e r t y , p l a n t and 
equipment ( r e p r e s e n t i n g a p p r o x i m a t e l y 13% and 12% o f o r i g i n a l h i s 
t o r i c a l c o s t i n 1976 and 1977, r e s p e c t i v e l y ) were developed u s i n g 
h i s t o r i c a l c o s t s a p p r o p r i a t e l y i n d e x e d f o r i n c r e a s e d c o s t s o f 
c o n s t r u c t i o n . 

D e p r e c i a t i o n f o r replacement c o s t purposes was c a l c u l a t e d u t i l i z i n g 
t h e e f f e c t i v e h i s t o r i c a l c o s t d e p r e c i a t i o n r a t e s c u r r e n t l y i n use. 
Replacement c o s t r e s e r v e s f o r d e p r e c i a t i o n were based on the r a t i o 
o f h i s t o r i c a l c o s t r e s e r v e s t o o r i g i n a l c o s t . 

THE MEAD CORPORATION 

P l a n t and Equipment and D e p r e c i a t i o n 

The e s t i m a t e d replacement c o s t o f the Company's p r o d u c t i v e c a p a c i t y 
a t December 31, 1977 and 1976 was determined by a p p l y i n g p u b l i s h e d 
i n d i c e s , which measure s p e c i f i c p r i c e changes a f f e c t i n g t h e p u l p and 
paper i n d u s t r y , t o c o s t s on r e c o r d a t December 31, 1976 and 1975 by 
ye a r o f a c q u i s i t i o n . S i n c e 1977 and 1976 c a p i t a l e x p e n d i t u r e s 
r e f l e c t t h e then c u r r e n t p r i c e l e v e l s , t h e y were i n c l u d e d i n t h e 
e s t i m a t e a t 1977 and 1976 c o s t . I t was not c o n s i d e r e d n e c e s s a r y 
t o a d j u s t t h e r e s u l t s o b t a i n e d t h r o u g h t h e use o f i n d e x i n g f o r t h e 
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impact o f t e c h n o l o g i c a l change. Replacement c o s t accumulated depre
c i a t i o n a t the end o f the ye a r and replacement c o s t d e p r e c i a t i o n 
expense f o r the ye a r were c a l c u l a t e d by the s t r a i g h t - l i n e method 
u s i n g t he same d e p r e c i a t i o n l i v e s as were used f o r f i n a n c i a l a c c o u n t 
i n g p u r p o s e s . D e p r e c i a t i o n expense on a replacement c o s t b a s i s 
e x c l u d e s expense on f u l l y d e p r e c i a t e d a s s e t s . 

WEYERHAEUSER COMPANY 

P r o d u c t i v e C a p a c i t y , Other Than Fee Timber 

P r o d u c t i v e c a p a c i t y , o t h e r than f e e t i m b e r , was viewed f o r purposes 
o f d e t e r m i n i n g c u r r e n t replacement c o s t s as b e i n g o f two t y p e s , (1) 
a s s e t s not l i k e l y t o be r e p l a c e d i n k i n d but r a t h e r more l i k e l y t o 
be r e p l a c e d so as t o m a i n t a i n t he Company's f u n c t i o n a l c a p a b i l i t y 
and (2) a s s e t s l i k e l y t o be r e p l a c e d s u b s t a n t i a l l y i n k i n d . Those 
a s s e t s l i k e l y t o be r e p l a c e d so as t o m a i n t a i n t h e Company's f u n c 
t i o n a l c a p a b i l i t y a r e the Company's m a n u f a c t u r i n g and c o n v e r t i n g 
f a c i l i t i e s . A s s e t s l i k e l y t o be r e p l a c e d s u b s t a n t i a l l y i n k i n d 
a r e p r i n c i p a l l y l o g g i n g and t r a n s p o r t a t i o n machinery and equipment 
and r e s e a r c h and a d m i n i s t r a t i v e f a c i l i t i e s . The change i n 1977 o f 
v i e w i n g r e s e a r c h and a d m i n i s t r a t i v e f a c i l i t i e s as r e p l a c e a b l e sub
s t a n t i a l l y i n k i n d does not a f f e c t t he c o m p a r a b i l i t y as between 
y e a r s o f the replacement c o s t d a t a p r o v i d e d . Under e x i s t i n g h a r 
v e s t i n g p r a c t i c e s , a s s e t s such as r a i l and t r u c k roads were viewed 
as not r e q u i r i n g r e p l a cement beyond an n u a l maintenance and upkeep 
e x p e n d i t u r e s . Land, t o o , i s not consumed i n the e a r n i n g s p r o c e s s 
and, t h e r e f o r e , c u r r e n t replacement c o s t f o r t h a t c l a s s o f p r o p e r t y 
as w e l l as f o r a s s e t s employed o u t s i d e t he U n i t e d S t a t e s , Canada and 
th e European Economic Community (which a r e not m a t e r i a l ) have not 
been determined. 

The c u r r e n t replacement c o s t o f a s s e t s l i k e l y t o be r e p l a c e d so as 
t o m a i n t a i n t he Company's f u n c t i o n a l c a p a b i l i t y was e s t i m a t e d u s i n g 
i n t e r n a l e n g i n e e r i n g department c o s t d a t a . These d a t a were based 
upon the Company's c o n s i d e r a b l e r e c e n t c a p a c i t y c a p i t a l c o s t h i s t o r y 
m o d i f i e d , where n e c e s s a r y , t o g i v e e f f e c t t o c u r r e n t y e a r l a b o r and 
m a t e r i a l s c o s t l e v e l s . The c u r r e n t replacement c o s t o f a s s e t s 
l i k e l y t o be r e p l a c e d s u b s t a n t i a l l y i n k i n d was e s t i m a t e d by a p p l y 
i n g r e l e v a n t Bureau o f Labor S t a t i s t i c s w h o l e s a l e p r i c e i n d e x e s t o 
v i n t a g e d h i s t o r i c a l c o s t s . 

D e p r e c i a t i o n on a c u r r e n t replacement c o s t b a s i s and d e p r e c i a t e d 
r e placement c o s t new were computed u s i n g t he same a c c o u n t i n g methods 
and u s e f u l l i v e s as used i n p r e p a r i n g t he Company's f i n a n c i a l 
s t a t e m e n t s . 

No attempt was made t o q u a n t i f y t h e b e n e f i t s o f r e p l a c i n g e x i s t i n g 
p l a n t s and f a c i l i t i e s upon v a r i a b l e p r o d u c t i o n c o s t s and p r o d u c t i v i t y 
w h i c h w i l l r e s u l t as a consequence o f improved t e c h n o l o g y , p l a n t 
d e s i g n , l o g i s t i c s and economies o f s c a l e . 
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COST OF SALES 

CHAMPION INTERNATIONAL CORPORATION 

In o r d e r to r e f l e c t the impact o f p r i c e changes on o p e r a t i o n s d u r i n g 
the y e a r , i t i s r e q u i r e d t h a t Cost o f P r o d u c t s S o l d be recomputed on 
the Replacement Cost b a s i s by e s t i m a t i n g the Replacement Cost o f the 
p r o d u c t s s o l d a t the time when the s a l e was made. The p r i n c i p a l 
method employed f o r t h i s e s t i m a t e was to observe changes i n purchase 
p r i c e s f o r major raw m a t e r i a l s and m a n u f a c t u r i n g c o s t components 
(such a s , but not l i m i t e d t o , l a b o r r a t e s , u t i l i t i e s and f u e l c o s t s ) 
f o r time spans d u r i n g the year r e p r e s e n t a t i v e o f i n v e n t o r y t u r n - o v e r 
f r e q u e n c i e s and a p p l y i n g such percentage changes to the Cost o f 
P r o d u c t s S o l d f o r the p e r i o d based on i n v e n t o r y t u r n - o v e r s . In 
c e r t a i n m e r c h a n d i s i n g type o p e r a t i o n s i n t e r n a l i n d i c e s developed 
from samp l i n g t e c h n i q u e s were employed. 

CONSOLIDATED PAPERS, INC. 

The replacement c o s t o f s a l e s was c a l c u l a t e d by c o s t i n g m a t e r i a l s 
and s e r v i c e s used a t the c o s t to r e p l a c e those commodities as o f the 
e f f e c t i v e date o f the c o s t change r e g a r d l e s s o f the Company's i n v e n 
t o r y p o s i t i o n o f the it e m i n v o l v e d . The Company's r a p i d i n v e n t o r y 
t u r n o v e r r a t e i n c o r p o r a t e s c o s t changes i n t o c o s t o f s a l e s q u i c k l y ; 
so the impact on replacement c o s t o f s a l e s i s minor. 

HAMMERMILL PAPER COMPANY 

Cost o f s a l e s c a l c u l a t e d on the b a s i s o f replacement c o s t o f p r o d u c t s 
s o l d r e f l e c t s p r i m a r i l y the c o s t o f s a l e s c a l c u l a t e d under LIFO 
method o f i n v e n t o r y v a l u a t i o n w i t h adjustments f o r the e f f e c t o f the 
l i q u i d a t i o n o f p r i o r y e a r s ' LIFO l a y e r s and f o r the e f f e c t o f 
replacement c o s t i n c r e m e n t s a t c e r t a i n l o c a t i o n s which do not use 
the LIFO method o f v a l u a t i o n . 

INTERNATIONAL PAPER COMPANY 

The c o s t o f p r o d u c t s s o l d i s a p p r o x i m a t e l y the same under both 
r e p l acement and h i s t o r i c a l c o s t because the Company's p r i n c i p a l 
method o f i n v e n t o r y c o s t i n g , l a s t - i n , f i r s t - o u t ( L I F O ) , r e s u l t s i n 
c h a r g i n g i n v e n t o r y p r o d u c t i o n c o s t s t o o p e r a t i o n s on a c u r r e n t 
b a s i s . 

Cost o f p r o d u c t s s o l d , as e s t i m a t e d on a replacement c o s t b a s i s , 
does not r e f l e c t the c o s t s a v i n g s from the t e c h n o l o g i c a l l y advanced 
new f a c i l i t i e s upon which the replacement c o s t o f e x i s t i n g c a p a c i t y 
has been based. Management e s t i m a t e s t h a t such c o s t s a v i n g s would 
be a p p r o x i m a t e l y $226 m i l l i o n and $210 m i l l i o n compared w i t h the 
e s t i m a t e d i n c r e a s e o f $175 m i l l i o n and $164 m i l l i o n i n d e p r e c i a t i o n 
expense over the comparable h i s t o r i c a l amounts f o r December 31, 1977 
and 1976, r e s p e c t i v e l y . 

- 111 -



WESTVACO CORPORATION 

Replacement c o s t o f p r o d u c t s s o l d approximates the comparable h i s 
t o r i c a l amount. I n v e n t o r y p r i c i n g had no m a t e r i a l e f f e c t s i n c e the 
Company's p r i n c i p a l method o f i n v e n t o r y v a l u a t i o n , l a s t - i n , f i r s t -
out ( L I F O ) , r e s u l t s i n c h a r g i n g p r o d u c t i o n c o s t s t o o p e r a t i o n s on a 
c u r r e n t b a s i s . A modest i n c r e a s e r e s u l t i n g from s u b s t i t u t i n g 
c u r r e n t c o s t s f o r our few non-LIFO i n v e n t o r y i t e m s was p a r t i a l l y 
o f f s e t by the lower e s t i m a t e d replacement c o s t o f f o r e s t management 
expenses which r e f l e c t s the fewer number o f a c r e s t h a t would be 
r e q u i r e d t o r e p l a c e our e x i s t i n g t i m b e r s t a n d s u s i n g improved 
r e f o r e s t a t i o n and management p r a c t i c e s . 
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INVENTORIES 

THE CONTINENTAL GROUP, INC. 

The replacement c o s t o f i n v e n t o r i e s was c a l c u l a t e d by (a) a p p l y i n g 
c u r r e n t p r i c e s , i n c l u d i n g f a c t o r s f o r q u a n t i t y , q u a l i t y and appro
p r i a t e terms, t o raw m a t e r i a l s and s u p p l i e s , and (b) a p p l y i n g y e a r -
end c o s t s f o r m a t e r i a l , l a b o r , and overhead, as w e l l as adjustments 
r e f l e c t i n g the impact of replacement c o s t d e p r e c i a t i o n , t o f i n i s h e d 
goods and work i n p r o c e s s i n v e n t o r i e s . F o r e i g n s u b s i d i a r i e s ' 
i n v e n t o r i e s have been t r a n s l a t e d at exchange r a t e s p r e v a i l i n g a t 
y e a r - end. 

CROWN ZELLERBACH CORPORATION 

For purposes of c a l c u l a t i n g replacement c o s t f o r i n v e n t o r i e s , the 
f i r s t - i n , f i r s t - o u t or average method was used, a d j u s t e d f o r c o s t 
changes, i f s i g n i f i c a n t , between the date of e x p e n d i t u r e and Decem-
ber 31, as determined by the number o f days s a l e s i n i n v e n t o r i e s . 

DIAMOND INTERNATIONAL CORPORATION 

The replacement c o s t f o r a p p r o x i m a t e l y 90% o f a l l i n v e n t o r i e s was 
computed by means of the c a l c u l a t i o n s d e s c r i b e d below. The 
r e m a i n i n g p o r t i o n o f i n v e n t o r i e s was c o n s i d e r e d t o be s t a t e d at 
an amount a p p r o x i m a t i n g replacement c o s t . 

Quotes were o b t a i n e d from vendors e i t h e r i m m e d i a t e l y b e f o r e or 
i m m e d i a t e l y a f t e r December 31, 1976 and 1977 f o r a p p r o x i m a t e l y 50% 
o f the d o l l a r v a l u e o f raw m a t e r i a l s i n i n v e n t o r y . A percentage 
i n c r e a s e was computed by comparing a c t u a l c o s t t o the e s t i m a t e d 
r eplacement c o s t f o r these items and then t h i s percentage i n c r e a s e 
was a p p l i e d t o the r e m a i n i n g p o r t i o n o f raw m a t e r i a l s i n i n v e n t o r y . 
Labor and o t h e r m a n u f a c t u r i n g c o s t s ( i n c l u d i n g d e p r e c i a t i o n expense) 
i n c l u d e d i n i n v e n t o r y were recomputed as n e c e s s a r y . 

Logs and the l o g c o n t e n t of lumber i n i n v e n t o r y at December 31, 1976 
and 1977 were v a l u e d f o r replacement c o s t purposes by s u b s t i t u t i n g 
the f a i r market v a l u e o f t i m b e r h a r v e s t e d f o r h i s t o r i c a l v a l u e s ; 
such replacement c o s t s were a p p r o x i m a t e l y $19,000,000 and $24,000,000, 
r e s p e c t i v e l y , more than the h i s t o r i c a l v a l u e s . 

KIMBERLY-CLARK CORPORATION 

The e s t i m a t e d replacement c o s t o f w o r k - i n - p r o c e s s and f i n i s h e d 
goods i n v e n t o r i e s at the end o f 1977 and 1976 was c a l c u l a t e d by 
u s i n g s t a n d a r d c o s t s r e v i s e d t o approximate the c u r r e n t c o s t s o f 
p r o d u c t i o n at the r e s p e c t i v e year-ends and t o r e f l e c t i n c r e a s e d 
replacement c o s t d e p r e c i a t i o n , net o f e s t i m a t e d decreased d i r e c t and 
i n d i r e c t o p e r a t i n g c o s t s , as p r e v i o u s l y e x p l a i n e d under " O p e r a t i n g 
E f f i c i e n c i e s " . A c c o r d i n g l y , the e s t i m a t e d replacement c o s t o f such 
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i n v e n t o r i e s r e p r e s e n t s t h e i r c o s t as i f produced by the r e p l a c e d 
p r o d u c t i v e c a p a c i t y . The replacement c o s t o f i n v e n t o r i e s so c a l 
c u l a t e d may not compare to the c o s t s which may a c t u a l l y be i n c u r r e d 
by the company i n the subsequent replacement ( a f t e r s a l e ) o f such 
i n v e n t o r i e s under i t s now e x i s t i n g p l a n t c o n f i g u r a t i o n . Neverthe
l e s s , Management b e l i e v e s t h a t e s t i m a t e d replacement c o s t o f i n v e n 
t o r i e s , s e t f o r t h on Table I , r e p r e s e n t s a r e a s o n a b l e a p p r o x i m a t i o n 
o f the c o s t o f r e p l a c i n g i n v e n t o r i e s under the p r e v i o u s l y d e s c r i b e d 
s i z e and c o n f i g u r a t i o n assumptions f o r replacement o f p r o d u c t i v e 
c a p a c i t y . The e s t i m a t e d replacement c o s t o f purchased i n v e n t o r i e s 
has been based on p r i c e s a p p r o x i m a t i n g those i n e f f e c t a t the 
r e s p e c t i v e year-ends. 

POTLATCH CORPORATION 

The e s t i m a t e d replacement c o s t o f i n v e n t o r i e s as a whole r e f l e c t s 
the replacement v a l u e a t the bala n c e sheet dates based on c u r r e n t 
p r o d u c t i o n c o s t s , vendor q u o t a t i o n s , and c o n t r a c t p r i c e s f o r l o n g -
term c o n t r a c t s . The l a r g e m a j o r i t y o f the Company's i n v e n t o r i e s 
t u r n over s e v e r a l t i m e s each y e a r , which makes h i s t o r i c a l c o s t 
c l o s e to replacement c o s t i n most c a s e s . S t o r e s i n v e n t o r i e s t u r n 
more s l o w l y and f o r 1976 have been p r i c e d u s i n g c u r r e n t p r i c e l i s t s 
f o r those i t e m s . For 1977, s t o r e s i n v e n t o r i e s were indexed forward 
u s i n g i n d e x i n g t a b l e s . Wood f i b e r has been v a l u e d at replacement 
c o s t , which i n c l u d e s f i b e r from o u t s i d e s o u r c e s a t the c o n t r a c t 
p r i c e f o r lo n g - t e r m c u t t i n g r i g h t s c o n t r a c t s c u r r e n t l y i n f o r c e . 
I n v e n t o r i e s have been a d j u s t e d upward by $4,670,000 and $4,600,000 
f o r 1977 and 1976, r e s p e c t i v e l y , t o r e f l e c t the e s t i m a t e d i n c r e a s e 
i n i n v e n t o r y v a l u e s caused by g r e a t e r d e p r e c i a t i o n and a m o r t i z a t i o n 
o f l o g g i n g f a c i l i t i e s based on r e s t a t e m e n t o f d e p r e c i a b l e a s s e t s 
and l o g g i n g f a c i l i t i e s t o replacement c o s t l e v e l s . I n v e n t o r i e s 
have been a d j u s t e d upward by $336,000 and $461,000 f o r 1977 and 
1976, r e s p e c t i v e l y , t o r e f l e c t the e s t i m a t e d i n c r e a s e i n expense 
i n i n v e n t o r y r e l a t i n g t o replacement c o s t o f fee t i m b e r . 

ST. REGIS PAPER COMPANY 

The c a l c u l a t i o n s o f the replacement c o s t o f i n v e n t o r i e s on hand a t 
December 31, 1976 and 1977 were made u s i n g s e v e r a l assumptions which 
management b e l i e v e s a r e r e a s o n a b l e based on the premise t h a t the 
Company would r e p l a c e a l l i t s i n v e n t o r i e s a t a p a r t i c u l a r moment 
i n t i m e . 

On average, the Company's i n v e n t o r i e s t u r n over a p p r o x i m a t e l y e i g h t 
t i m e s a y e a r . Assumptions i n c l u d e d the f i r s t - i n , f i r s t - o u t , or 
average method o f i n v e n t o r y v a l u a t i o n w i t h an adjustment to g i v e 
e f f e c t t o the e s t i m a t e d i n c r e a s e i n the Company's p r o d u c t i o n c o s t s 
f o r the average l a g p e r i o d between the time goods were bought or 
produced and then s o l d . In a d d i t i o n the s u b s t i t u t i o n o f d e p r e c i a 
t i o n and f e e ti m b e r e x p e n d i t u r e s computed on a replacement c o s t 
b a s i s f o r the h i s t o r i c a l d e p r e c i a t i o n , d e p l e t i o n , and a m o r t i z a t i o n 
expense were i n c l u d e d i n the c o s t o f i n v e n t o r i e s . 
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I t i s management's o p i n i o n t h a t e s t i m a t e d replacement c o s t i s not 
i n d i c a t i v e o f what these i n v e n t o r i e s c o u l d be s o l d f o r nor i s i t 
r e p r e s e n t a t i v e o f what r e p l e n i s h m e n t c o s t s may e v e n t u a l l y be. 
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FEE TIMBER 

CHAMPION INTERNATIONAL CORPORATION 

The Replacement Cost of fee t i m b e r has been e x c l u d e d from the p r e 
c e d i n g t a b u l a r summaries i n order t o p r e c l u d e p o t e n t i a l m i s i n t e r 
p r e t a t i o n s . I t i s i m p o r t a n t to note t h a t the e x p e n d i t u r e s r e l a t i n g 
t o the Replacement Cost of fee t i m b e r r e l a t e to e x p e n d i t u r e s i n c u r r e d 
i n the replacement p r o c e s s , not t o the a c c o u n t i n g treatment of such 
e x p e n d i t u r e s . C a p i t a l i z a t i o n p r a c t i c e s w i t h r e s p e c t to r e f o r e s t a 
t i o n and t i m b e r management vary w i t h i n the i n d u s t r y , and the Company 
c a u t i o n s t h a t no i n f e r e n c e s h o u l d be drawn t h a t these e x p e n d i t u r e s , 
when made, would n e c e s s a r i l y be c a p i t a l i z e d , nor t h a t the r e p l a c e 
ment c o s t amounts are a measure of net r e a l i z a b l e v a l u e or economic 
v a l u e of the Company's fee t i m b e r . 

Timber, a l o n g w i t h the s u p p o r t i n g l a n d s on which the t i m b e r i s grown, 
managed and h a r v e s t e d i s a u n i q u e l y d i f f e r e n t and v a s t l y i m p o r t a n t 
s u s t a i n a b l e r e s o u r c e . Timber possesses the q u a l i t y of n a t u r a l l y 
r e g e n e r a t i n g i t s e l f i f d e s t r o y e d by c a s u a l t y or i f h a r v e s t e d by man. 
A d d i t i o n a l l y , i f managed under modern s i l v i c u l t u r a l t e c h n i q u e s , the 
wood f i b e r y i e l d from almost any t i m b e r l a n d can be i n c r e a s e d dramat
i c a l l y i n p r o p e r l y spaced, t h i n n e d and managed f o r e s t s , e s p e c i a l l y 
when p l a n t e d w i t h g e n e t i c a l l y s u p e r i o r s e e d l i n g s . Another method 
used to p r o v i d e f o r s u p e r i o r f o r e s t s i s to s e l e c t i v e l y h a r v e s t 
mature t r e e s , l e a v i n g the best specimens of seed t r e e s and young 
growth to f a c i l i t a t e n a t u r a l r e g e n e r a t i o n . When the amount of 
h a r v e s t e d t i m b e r does not exceed, over a span of y e a r s , the amount 
o f f i b e r t h a t i s b e i n g c o n t i n u a l l y produced by s t a n d i n g t i m b e r , 
such t i m b e r i s c o n s i d e r e d to be growing on a s u s t a i n e d y i e l d b a s i s . 

While the a c t u a l amount of timber h a r v e s t e d from the Company's fee 
t i m b e r base may v a r y from y e a r - t o - y e a r , the Company has i n the p a s t 
and i s p r e s e n t l y managing i t s fee t i m b e r and t i m b e r l a n d s to p r o v i d e 
f o r a s u s t a i n e d y i e l d of t i m b e r . 

The Company's a c c o u n t i n g p o l i c i e s f o r fee t i m b e r and the s u p p o r t i n g 
t i m b e r l a n d s have been e s t a b l i s h e d to a p p r o p r i a t e l y r e f l e c t i n the 
f i n a n c i a l s tatements the uniqueness of t i m b e r i n accordance w i t h 
g e n e r a l l y a c c e p t e d a c c o u n t i n g p r i n c i p l e s and i n accordance w i t h 
e s t a b l i s h e d t a x p r a c t i c e s . The a p p l i c a t i o n of the Company's 
a c c o u n t i n g p o l i c i e s f o r fee t i m b e r and t i m b e r l a n d s has r e s u l t e d i n 
t h e r e f l e c t i o n of an a s s e t i n i t s c o n s o l i d a t e d b a l a n c e s h e e t , cap
t i o n e d "Timber and T i m b e r l a n d s , at c o s t - l e s s c o s t of t i m b e r h a r 
v e s t e d " , amounting t o $301,738,000 a t December 31, 1976 and 
$310,127,000 a t December 31, 1977. The amount charged to the 
Company's c o n s o l i d a t e d income as the "Cost of Timber H a r v e s t e d " was 
$19,347,000 i n 1976 and $25,112,000 i n 1977. 

The Company's a c c o u n t i n g p o l i c y f o r fee t i m b e r which i s c o n s i s t e n t 
w i t h c e r t a i n i n d u s t r y - w i d e a c c o u n t i n g p o l i c i e s , c o n s i s t s p r i n c i p a l l y 
o f : 

(1) C a p i t a l i z i n g an a l l o c a t e d purchase p r i c e of s t a n d i n g 
t i m b e r and t i m b e r l a n d s on a l l t r a c t s purchased from 
o t h e r s . 
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(2) C a p i t a l i z i n g s i t e p r e p a r a t i o n and r e p l a n t i n g c o s t s as 
i n c u r r e d . 

(3) C h a r g i n g f o r e s t r y management e x p e n d i t u r e s ( p r i n c i 
p a l l y p r e - c o m m e r c i a l and commercial t h i n n i n g , f e r t i l i z 
i n g , p e s t c o n t r o l , p r o p e r t y t a x e s and f i r e c o n t r o l ) 
t o expense as i n c u r r e d . 

(4) C h a r g i n g t h e c a p i t a l i z e d c o s t s t o expense as the 
t i m b e r i s h a r v e s t e d . Such "Cost o f Timber H a r v e s t e d " 
i s computed by m u l t i p l y i n g t h e q u a n t i t y o f t i m b e r h a r 
v e s t e d t i m e s a p e r u n i t c o s t d e r i v e d by d i v i d i n g t he 
t o t a l u n i t s e s t i m a t e d t o be h a r v e s t e d d u r i n g a growth 
c y c l e i n t o t he c a p i t a l i z e d c o s t . 

Thus, the amount shown on the Company's c o n s o l i d a t e d b a l a n c e s h e e t 
f o r f e e t i m b e r and t i m b e r l a n d s does not r e p r e s e n t the t o t a l e x p e n d i 
t u r e s made o r r e q u i r e d t o b r i n g the Company's e x i s t i n g s t a n d o f f e e 
t i m b e r t o i t s p r e s e n t s t a t e o f m a t u r i t y . I n s t e a d , i t r e p r e s e n t s an 
a g g r e g a t i o n o f the u n a m o r t i z e d amounts o r i g i n a l l y expended f o r t i m b e r 
p u r c h a s e s , s i t e p r e p a r a t i o n and r e p l a n t i n g c o s t s p l u s t h e o r i g i n a l 
p urchase c o s t a l l o c a t e d t o the l a n d . 

The H i s t o r i c a l Cost amounts f o r which f e e t i m b e r Replacement C o s t s 
have been e s t i m a t e d , c o n s i s t o f : 

Years Ended December 31 
1977 

Timber and 
T i m b e r l a n d s , 

Net 

Cost o f 
Timber 

H a r v e s t e d 

Timber and 
T i m b e r l a n d s , 

Net 

Cost o f 
Timber 

H a r v e s t e d 
( i n thousands o f d o l l a r s ) 

H i s t o r i c a l Cost amounts 
as shown i n the con
s o l i d a t e d f i n a n c i a l 
s t a t e m e n t s and 
s c h e d u l e s $301,738 $19,347 $310,127 $25,1 12 

L e s s : 
T i m b e r l a n d s 27,884 32,446 
Amounts f o r l o c a t i o n s 

o u t s i d e N o r t h 
America and the 
European Economic 
Community 9,594 289 

C a p i t a l i z e d r o a d s and 
o t h e r 37,701 1 1,854 46,827 18,824 

75,179 12,143 79,273 18,824 

H i s t o r i c a l Cost amounts 
f o r w h ich f e e t i m b e r 
Replacement Cost 
e s t i m a t e s a r e 
p r o v i d e d $226,559 $ 7,204 $230,854 $ 6,288 
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I f the Company r e p l a n t e d i t s e n t i r e t i m b e r l a n d acreage a t 1977 s i t e 
p r e p a r a t i o n and r e p l a n t i n g c o s t l e v e l s , i t i s e s t i m a t e d t h a t t o t a l 
i n i t i a l e x p e n d i t u r e s of $272,000,000 would be r e q u i r e d ($259,000,000 
a t 1976 c o s t l e v e l s ) . These e x p e n d i t u r e s would be c a p i t a l i z e d 
f o l l o w i n g the Company's a c c o u n t i n g p o l i c y . However, s i t e p r e p a r a 
t i o n and r e p l a n t i n g c o s t s r e p r e s e n t o n l y the i n i t i a l o r f r o n t - e n d 
c o s t s o f growing a t r e e . E x p e n d i t u r e s f o r n e c e s s a r y f o r e s t r y manage
ment expenses, p r e v i o u s l y d e s c r i b e d , would be i n c u r r e d each year 
u n t i l the t r e e i s h a r v e s t e d . The growth c y c l e t o m a t u r i t y v a r i e s 
f o r the Company from a p p r o x i m a t e l y 30 y e a r s i n the South t o 60 y e a r s 
or more i n the Rocky Mountains because of s p e c i e and c l i m a t i c d i f 
f e r e n c e s . Assuming t h a t the Company's t i m b e r - s t a n d i s o n e - h a l f 
mature on the average, i t i s e s t i m a t e d t h a t a t o t a l e x p e n d i t u r e of 
$327,000,000 f o r f o r e s t r y management expenses, i n c l u d i n g p r o p e r t y 
t a x e s , a t 1977 c o s t l e v e l s ($294,000,000 a t 1976 c o s t l e v e l s ) would 
be r e q u i r e d over the growth y e a r s t o b r i n g the t i m b e r - s t a n d t o the 
assumed average s t a t e o f c u r r e n t m a t u r i t y . 

In computing the annual c o s t of f e e t i m b e r h a r v e s t e d on a R e p l a c e 
ment Cost b a s i s , the e s t i m a t e d Replacement Cost f o r s i t e p r e p a r a t i o n 
and r e p l a n t i n g was t r e a t e d as the c o s t base. T h i s c o s t was d i v i d e d 
by the e s t i m a t e d t o t a l y i e l d d u r i n g the growth c y c l e t o develop a 
per u n i t c o s t . The u n i t c o s t was m u l t i p l i e d by the u n i t s h a r v e s t e d 
d u r i n g the y e a r t o a r r i v e a t the c o s t of t i m b e r h a r v e s t e d on a 
Replacement Cost b a s i s . The c o s t of f e e t i m b e r h a r v e s t e d amount so 
computed i s based on the same a c c o u n t i n g methods as the Company 
p r e s e n t l y employs t o compute the h i s t o r i c a l amount. The e s t i m a t e d 
Replacement Cost o f annual f o r e s t r y management expenses i n c l u d i n g 
p r o p e r t y t a x e s was computed on the same b a s i s as the e s t i m a t e d 
Replacement Cost o f t i m b e r h a r v e s t e d . The r e s u l t i n g Replacement 
Cost amount i s not based on the same a c c o u n t i n g method the Company 
p r e s e n t l y employs f o r f o r e s t r y management expenses, i n c l u d i n g 
p r o p e r t y t a x e s , which i s t o charge t h e s e e x p e n d i t u r e s t o Cost o f 
P r o d u c t s S o l d as i n c u r r e d . For the y e a r s ended December 31, 1976 
and 1977, the a n n u a l H i s t o r i c a l Cost and E s t i m a t e d Replacement Cost 
amounted t o : 

Years Ended December 31  
1976 1977  

E s t i m a t e d E s t i m a t e d 
Replacement Comparable Replacement Comparable 

Cost H i s t o r i c a l Cost H i s t o r i c a l 
( U n a u d i t e d ) Cost (Unaudited) Cost 

( i n thousands o f d o l l a r s ) 

Cost of Fee Timber 
H a r v e s t e d $ 5,418 $ 7,204 $ 9,017 $ 6,288 

F o r e s t r y Management 
Expenses I n c l u d i n g 
P r o p e r t y Taxes $20,865 $11,831 $17,424 $11,682 
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FEDERAL PAPERBOARD COMPANY 

The replacement c o s t o f t i m b e r , on l a n d owned i n f e e o r c o n t r o l l e d 
under l o n g term l e a s e s , was based on the concept t h a t replacement 
c o s t e q u a l s (1) the c u r r e n t c o s t o f r e f o r e s t a t i o n per a c r e , t i m e s the 
number o f a c r e s o f t i m b e r h e l d , $20-$25 m i l l i o n i n 1977 and $15-$20 
m i l l i o n i n 1976 p l u s (2) t h e c u r r e n t a n n u a l c o s t per a c r e f o r f o r e s t 
management m u l t i p l i e d by the aggregate number o f y e a r s o f such 
management n e c e s s a r y f o r a l l t i m b e r a c r e a g e , t o d u p l i c a t e the com
pany's p r e s e n t t i m b e r s t a n d s a t t h e i r p r e s e n t l e v e l s o f m a t u r i t y , 
$47-$52 m i l l i o n and $40-$45 m i l l i o n , r e s p e c t i v e l y . 

FIBREBOARD CORPORATION 

The Company's f e e t i m b e r h o l d i n g s a r e managed by employing a " s u s 
t a i n e d y i e l d " c o n c e p t , whereby ann u a l t i m b e r volume removals a r e 
planned not t o exceed, on average, the t i m b e r volume expected t o be 
grown a n n u a l l y . T h e r e f o r e , the f i b e r p o t e n t i a l o f the Company's 
t i m b e r l a n d s n o r m a l l y w i l l not decrease from the e x i s t i n g l e v e l a t 
any g i v e n t i m e . S i n c e the Company's normal approach t o t h e r e f o r e s t 
a t i o n o f t i m b e r l a n d s i s by n a t u r a l r e g e n e r a t i o n , the Company b e l i e v e s 
t h a t no s i g n i f i c a n t r e f o r e s t a t i o n c o s t s o r f o r e s t management e x p e n d i 
t u r e s would be i n c u r r e d i n b r i n g i n g a h a r v e s t e d a r e a t o a s t a t e o f 
m a t u r i t y e q u a l t o t h a t o f the Company's p r e s e n t l y e x i s t i n g f e e t i m 
ber h o l d i n g s . 
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FOREST PRODUCTS INDUSTRY TABLE I 

SUMMARY OF CERTAIN REPLACEMENT COST DISCLOSURES 
EXPRESSED AS A PERCENTAGE INCREASE FROM THE 

RELATED HISTORICAL COST AMOUNTS 
DECEMBER 31, 1977 

Company Name 

B o i s e Cascade C o r p o r a t i o n 
Champion I n t e r n a t i o n a l 

C o r p o r a t i o n . . . . . . . . . . . . 
Chesapeake C o r p o r a t i o n 

o f V i r g i n i a . 
C o n s o l i d a t e d P a p e r s , I n c . 
The C o n t i n e n t a l Group, 

In c 
Crown Z e l l e r b a c h Corpora

t i o n 
Diamond I n t e r n a t i o n a l 

C o r p o r a t i o n 
F e d e r a l Paper Board Com

pany , Inc 
F i b r e b o a r d C o r p o r a t i o n . . . 
G e o r g i a - P a c i f i c Corpora

t i o n 
G r e a t N o r t h e r n Nekoosa 

C o r p o r a t i o n 
Hammermill Paper Company. 
I n t e r n a t i o n a l Paper Com

pany 
K i m b e r l y - C l a r k Corpora

t i o n 
L o u i s i a n a - P a c i f i c Corpo

r a t i o n 
The Mead C o r p o r a t i o n 
O l i n k r a f t , Inc 
P o t l a t c h C o r p o r a t i o n 
S t . R e g i s Paper Company.. 
S c o t t Paper Company 
Southwest F o r e s t Indus

t r i e s , Inc 
Union Camp C o r p o r a t i o n . . . 
Westvaco Corp 
Weyerhaeuser Company 
W i l l a m e t t e I n d u s t r i e s , 

I n c 

D e p r e c i a 
t i o n 

Expense I n v e n t o r y 
1977 
(%) 

105 

116 

178 
196 

39 

99 

61 

231* 
100 
62 

137 
167 

136 

76 

100 
48 
80 

158 
76* 
67 

43 
96 
75 
96 

89 

1977 
(%) 
8 

16 

18 
10 

65 

10 

36 

6* 
10 
10 

30 
35 

31 
22 

33 
43 
39 
40 
5* 

38 

2 
30 
34 
30 

54 

- 120 -

Gross 
P r o d u c t i v e 
C a p a c i t y 

1977 
(%) 

140 

130 

188 
196 

88 

155 

104 

224* 
100 

95 

142 
185 

157 

113 

133 
83 

113 
153 
81* 

113 
34 

120 
117 
91 

100 

Accumulated 
D e p r e c i a t i o n 

1977 
(*) 

233 
166 

223 
196 

120 

213 

153 
228* 
116 

118 

213 
208 

181 

168 

105 
131 
109 
197 
141* 
184 

38 
186 
140 
88 

105 

* M i d p o i n t o f Replacement Cost Range used. 

See note on f o l l o w i n g page. 



NOTE TO TABLE I - The summary o f replacement c o s t d i s c l o s u r e s 
p r e s e n t e d i n Table I was comp i l e d f o r i n f o r m a 
t i o n a l purposes o n l y and s h o u l d not be used as 
a b a s i s f o r comparing the e f f e c t s o f replacement 
c o s t among the v a r i o u s companies i n c l u d e d i n the 
su r v e y s i n c e many d i f f e r e n t s u b j e c t i v e judgments 
and assumptions were used i n the c a l c u l a t i o n o f 
the replacement c o s t d i s c l o s u r e s made by each of 
th e s e companies. F or f u r t h e r i n f o r m a t i o n as t o 
the b a s i s used and t h e s u b j e c t i v e judgments and 
assumptions made by any o f the companies i n c l u d e d 
i n the s u r v e y , r e f e r e n c e s h o u l d be made t o each 
company's Form 10-K. 

- 121 -



P D 7831 


	Accounting practices 1978--Forest products industry : illustrative items of current interest from published annual reports
	Recommended Citation

	tmp.1560455986.pdf.pZ0Yx

