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PREFACE
]

Accounting Trends & Techniques—1985, Thirty-ninth Edition, is a compilation of data obtained by a
survey of 600 annual reports to stockholders undertaken for the purpose of analyzing the accounting
information disclosed in such reports. The annual reports surveyed were those of selected industrial and
merchandising companies for fiscal periods ending between February 24, 1984 and February 2, 1985.

~ Significant accounting trends, as revealed by a comparison of current survey findings with those of
prior years, are highlighted in numerous comparative tabulations throughout this publication. These tables
show trends in such diverse accounting matters as financial statement format and terminology and the
accounting treatment of transactions and events reflected in the financial statements.

Accounting techniques are illustrated by excerpts from the annual reports of the survey companies and
the annual reports of companies not included in the survey which presented items of particular interest or of
an unusual nature. References (in the form of a listing of company identification numbers—see the follow-
ing paragraph) to additional illustrations of an accounting technique may be requested from the American
Institute of Certified Public Accountants either by writing or by calling Richard Rikert—(212) 575-6394.

Each of the 600 survey companies included in this edition has been assigned an identification number
which is used for reference throughout the text in the discussion of pertinent information. 293 of the
companies were listed in the twenty-first (1967) edition and each retained the number assigned in that
edition. The other 307 companies in the 1967 edition have been eliminated, principally because of mergers
and other acquisitions. Their numbers have not been reused; instead numbers 601 through 1006 have
been assigned to their replacements. The 600 companies in the current edition are listed in the Company
Appendix Section both alphabetically and by their identification number.

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

Special acknowledgement is due to Matthew Calderisi, CPA; J. Richard Chaplin, CPA; Gregory
Frydman, CPA; William A. Godla, CPA; Toni Monier, CPA; Joseph M. Nestor, CPA; John G. Pate, Jr., CPA;
and Anthony Tarallo, CPA for their assistance in the analysis of the financial reports and preparation of the
manuscript.

John Graves, Director, Technical Information Division
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS

Trends (212) 575-6394
NAARS (212) 575-6393
Order Department (212) 575-6426
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TABLE 1-1: INDUSTRY CLASSIFICATIONS

1934
Foods:
Meat products ............ 8
Dairy Products............ 4
Canning, efc. ............. 4
Packaged and bulk ....... 17
Baking .........c..oceeeel 4
Sugar, confections, etc... 5
Beverages ................... 5
Tobacco products ............ 5
Textiles ..c.oooenvininnennane. 24
Paper products............... 18
Printing, publishing.......... 16
Chemicals .................... 25
Drugs, cosmetics, efc. ..... 29
Petroleum ................... 30
Rubber products, etc. ...... 10
Shoes—manufacturing,
merchandising, etc. ..... 8
Building:
Cement .......ccoeveenens 2
Roofing, wallboard ....... 11
Heating, plumbing ........ 3
Other ......ccvvveniinenenn, 19
Steel and Iron................ 16
Metal—nonferrous ......... 16
Metal fabricating ............ 18
Machinery, equipment and
supplies........cocuveenenns 39
Electrical equipment,
appliances.................. 19
Electrical, electronic equip-
ment ....oooeiiniiieiinen, 30
Business equipment and
supplies........cccueenenne. 17
Containers—metal, glass,
eft. e 9
Autos and trucks (including
parts, accessories) ....... 22
Aircraft and equipment,
aerospace ................. 13
Railway equipment, ship-
building, efc............... 6
Controls, instruments, medi-
cal equipment, watches
and clocks, etc. .......... 19
Merchandising:
Department stores........ 8
Mail order stores, variety
stores.........ooeuenene. 2
Grocery stores ............ 18
Other .....coevvniinnnnenen. 5
Motion pictures, broadcast-
(117 [P OUTRR 6
Widely diversified, or not
otherwise classified ...... 90

Total Companies........ 600

1983

1

17
16

18
39
19
29

18

22

13

17

1982

30

16

23

14

28
15

23

13

w

16

Section 1: General
]

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

COMPANIES SELECTED FOR SURVEY

All 600 companies included in the survey are registered
with the Securities and Exchange Commission and are re-
ported in either Moody’s Industrial Manual or Moody’s OTC
Industrial Manual. Many of the survey companies have secu-
rities traded on one of the major stock exchanges—80% on
the New York and 8% on the American. Table 1-1 presents
an industry classification of the 600 survey companies; Table
1-2 indicates the relative size of the survey companies as
measured by dollar value of revenue.

TABLE 1-2: REVENUE OF SURVEY COMPANIES

1984 1983 1982 1981

Less than $100,000,000... 63 69 68 66
Between $100,000,000 and

$500,000,000............ 19 116 118 124
Between $500,000,000 and

$1,000,000,000......... 88 98 89 77
Between $1,000,000,000

and $2,000,000,000 .... 17 104 105 114
More than $2,000,000,000 213 213 220 219

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




2 Section 1: General

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

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

1. Selected quarterly financial data.

2. Disagreements with accountants on accounting and
financial disclosure.

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

Summary of selected financial data for last 5 years.
Description of business activities.

Segment information.

Listing of company directors and executive officers.

© N o o A

Market price of Company’s common stock for each
quarterly period within the two most recent fiscal
years.

9. Management’s discussion and analysis of financial
condition and results of operations.

Examples of items 1, 4, and 9 follow. Examples of segment
and inflation information disclosures are presented on pages
18-30 and pages 84-98, respectively.

Quarterly Financial Data

JOY MANUFACTURING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS
Note 19: Quarterly Financial Data—Unaudited

Summarized quarterly financial data for 1984 and 1983 are
as follows:

Quarters
1984 First Second Third Fourth
(In Thousands Except Per Share Data)
Net sales ............. $128,689 $144,014 $200,481 $202,812
Gross profit .......... 35,185 41,353 56,894 51,862
Income (loss): :
Continuing Opera-
tions ............ 5,943 7,381 11,652 8,672
Discontinued oper-
ations ............ — (764) (393) 454
Net income ........... $ 5943 $ 6,617 $ 11,259 $ 9,126
Income (loss) per
share:
Continuing opera-
tions ............ $ 31 3 40 $ .64 % .49
Discontinued oper-
ations ........... — (.04) (.02) .02
Net income per share $ 31 8 .36 % 62 % .51
1983
Net sales ............. $181,744 $157,485 $142,310 $146,421

Gross profit ..........
Income (loss):
Continuing opera-

43,384 43,325 38,216 41,555

tions ............ 6,09 5,178  (4,888) 10,554
Discontinued oper-
ations ........... (1,634) (951) (7,675) (3,752)
Net income............ $ 4,457 $ 4,227 $(12,563) $ 6,802
Income (loss) per
share:
Continuing opera-
tions ............ $ 31 8 .26 % (.25) % .43
Discontinued oper-
ations ........... (.08) (.05) (-39) .19

Net income per share $ .23 $ .21% (.64) $ .35

Net income from continuing operations in the first quarter
of 1984 was increased by $1,666,000 or $.09 per share due
to LIFO inventory liquidations. LIFO inventory liquidations in-
creased net income in the same period during 1983 by
$1,120,000 or $.06 per share. Additionally, net income for the
first quarter of 1983 included a $3,108,000 charge associated
with an early retirement plan offered by the company.

During the second quarter of 1984, the company recorded
a favorable pretax adjustment of $2,438,000 to its provision
for plant closings and consolidations; however, this adjust-
ment was more than offset by a $2,575,000 increase to the
income tax provision due to a reduction in the estimated tax
benefits associated with certain plant closings. LIFO inven-
tory liquidations did not significantly impact the second quar-

ter of 1984, however, net income for the second quarter of

1983 was favorably affected by $3,139,000. The second
quarter of 1983 also included an aftertax provision of
$1,959,000 for plant closings and consolidations.



Information Required By SEC Regulations

In the third quarter of 1984, net income was favorably af-
fected by a $2,580,000 or $.14 per share cumulative adjust-
ment in pension expense resulting primarily from a revision in
the actuarial rate of return assumption; LIFO inventory liqui-
dation of $1,662,000 or $.09 per share; and a $737,000 gain
on the sale of a small manufacturing facility in the General
Products segment. This quarter was also adversely affected
by a $1,501,000 or $.08 per share charge for expected losses
on inventory disposals in the Petroleum Equipment and
Products segment. The net loss in the third quarter of 1983
was primarily due to a $6,881,000 provision for estimated
losses on the disposal of a discontinued business and a
$11,150,000 provision for the estimated costs associated
with plant closings and consolidations.

Net income in the fourth quarter of 1984 reflected the nega-
tive effects of a reduced level of interest income and a
$1,533,000 or $.08 per share charge for losses on inventory
disposals. These unfavorable effects were substantially
offset by a favorable change in the estimated provision for
income taxes. Net income in the fourth quarter of 1983 was
increased by $8,809,000 or $.45 per share due to LIFO in-
ventory liquidations.

BIRD INCORPORATED
NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

12. Quarterly Financial Data (Unaudited)

Summarized quarterly financial data for 1984 and 1983 is
shown below:

1984

NEt SAIES «.neieieiii e e et
Gross Profit ...
Earnings (loss) before extraordinary credit..........c.oooevviiiiiiniiininenennne.
Extraordinary credit .........ooiiuiiiiiiiiiiii e
Net earnings (I0SS) .....ccuenienimiiniire it e e reen e

Per share data:

Earnings (loss) before extraordinary credit..........ccoeivieiiiiirneenennnent

Extraordinary credit

1983

Net sales
Gross profit

Net earnings (loss)
Per share data:

Earnings (loss) before extraordinary credit or (charge).......................
Extraordinary credit (charge)..........ccooiviiiiiiiiiiiiiiiiie s
Net €arnings (JOSS) «.o.ouenininiriiiiiiiieiiiiiiieet et e raeeeenrieenaneaanns

Net armings (I0SS) «..uvvveniiiiiiiiie e cieee e eenanes

Earnings (loss) before extraordinary credit or (charge)..........................
Extraordinary credit (charge) ..........c.cooiiiiinieiiiiiiiiii e

March 31 June 30 Sept. 30
(Thousands of dollars, except per share amounts)
$59,278 $76,012 $87,520
9,085 14,343 13,280
(3,468) 870 62
(3,468) 870 62
$ (.90 $ .M $ (.08)
$  —  J— $  —
$ (.90) $ .m $ (.08)
$55,857 $71,186 $72,400
9,141 14,167 11,623
(1,899) 2,125 674
— 25 525
(1,899) 2,150 1,199
$ (.45 $ .44 $ .07
— $ .01 $ .12
$ (.45) $ .45 $ .19

Three Months Ended

Dec. 31

$69,842
10,818
(22,549)
10,838
1,7

$(5.44)
$ 2.57
$(2.87)

$61,332
10,301
184
417)
(233)
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DAYCO CORPORATION

UNAUDITED NOTES TO CONSOLIDATED FINANCIAL
STATEMENTS

Note M—Quarterly Financial Data

The following presents financial data regarding the corpo-
ration’s quarterly results of operations:

(Amounts in Thousands— 1st 2nd 3rd 4th
Except Per Share Data) Quarter Quarter Quarter Quarter Year
1984
Net SaleS ..ononiniiii i $203,510 $229,519 $226,491 $241,600 $901,120
Gross Profit .....ocoeeniniiiiiiie e 46,201 52,319 49,382 58,488 206,390
Net @armnings ..........ooiviiviiiiiniiiiie e ieeeeenens 3,020 4,220 3,306 5,519 16,065
Earnings per common share:
Primary .....cooovieiiiiire e $.48 $.64 $.45 $.78 $2.35
Fully diluted .........oooviniiii e $.35 $.46 $.37 $.57 $1.75
1983
Net SAleS ..oueeineii i $143,505 $173,303 $184,791 $217,081 $718,680
Gross Profit oo.eneeniniriiiiii e 29,467 33,605 39,317 62,589 164,978
Earnings (loss) before extraordinary items.................... (3,149) 305 625 6,264 4,045
Net earnings (10SS) ..e.vueeeeiiiniiiieeeeeeeeee, (3,149) 305 625 6,599 4,380
Earnings (loss) per common share:
Primary:
Earnings (loss) before extraordinary item............... $(.54) $.05 $.10 $1.04 $.65
Net earnings (105S) .......oevvineniiiininiieiiieinnn, $(.54) $.05 $.10 $1.10 $.
Fully diluted:
Eamnings (loss) before extraordinary item............... $(.54) $.05 $.10 $.67 $.64
Net earnings (1055) ...........ovveveevmereeeiiieeeennnn. $(.54) $.05 $.10 $.70 $.67

Fuily diluted earnings per common share are set equal to
the primary earnings per share for the first, second and third
quarters of 1983 as the fully diluted calculation yields an
anti-dilutive amount.

Below is a table showing the effect of fourth quarter trans-
actions and adjustments for 1984 and 1983.

impact on primary

Description After tax amount earnings per share
Payroll transaction............. $ 234,000 $.03
Payroll adjustment............. 702,000 .10
Insurance adjustment.......... 428,000 .06
Tox rate adjustment........... (3,806,000) (.56)
DISC forgiveness transaction . 2,296,000 .34
Other transactions ............. 246,000 .04
Other adjustments ............. 737,000 N
Net increase on 1984 earnings $ 837,000 $.12
Plant closing transaction ...... $(1,545,000) $(.26)
Sale of security transaction... 697,000 12
LIFO adjustment ................ 769,000 A3

Net decrease on 1983 earn-
117 U $ (79,000) $(.01)
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RAYMARK CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note Q—Summarized Quarterly Financial Data (Unau-
dited)

(000’s omitted except share and market data)

1984

Net SlES «.vivveieniniierieeiirreeernereerereeeeaenaneaas
Gross Profit .......ceuiiiiniiiirrirreieeeea e
Net income (loss) from continuing operations.....................
Net income (10SS) . ..ueuieeniieieienireetiieeirer e reeeans
Income (loss) per share:

Continuing OPerations ............ceeeuvueurerucenenenenenenenenes

Net income (10SS) ....eeieeiniiiriieiniiiiiiriririeiirnenenns
Dividends per share ........c..cooviiiiniiiriiiiiiineeeenn
Market range:

—high .

1983

Net sales ..conneei i e
Gross Profit ........oeeiinieiiiiiii e
Net income (loss) from continuing operations.....................
Net income (l0SS) .....eueeeniiiiiiiniiiiiiiiieiierieeireeeeeanees
Income (loss) per share: (e)
Continuing Operations ...........ceeevuveirreernreneneseenenennes
Net income (10SS) ...ouvinreniiiiiiiiiiiieriieieerreieeeenens

April 1 (a)
$35,599
8,158
754
(1,966)

.26
(.69)

13%
8%

April 3 (a)
$27,733
6,702
(3,106)
(3,438)

(1.14)
(1.26)

12%
9%

13 Weeks Ended

July 1 September 30
$35,049 $30,914
7,705 6,589
267 835
1,426 539
.09 .29
.50 .19
15% 16%
9% 13%2
13 Weeks Ended

July 3 October 2 (c)
$26,727 $25,678
6,506 5,606
(1,670) (4,640)
1,190 974
(.61) (1.68)
.44 .35
14 13%

10% 1

December 30 (b)
$27,590

4,008

(5,222)
(41,930)

(1.83)
(14.66)

16%
12%

January 1 (d)
$30,188
6,741
(2,032)
(9,853)

(.72)
(3.47)

14
1M13%

(a) Discontinued operations of Broke Systems, Modulus and Milford Divisions are excluded from all periods presented (See Note F). The Company
changed its method of accounting for inventories to FIFQ from LIFO in the fourth quarter of 1984. Prior quarters have been restated accordingly (See

Note B).

(b) Includes a $33,000 provision for the disposition of discontinued operations (See Note F).

(c) Includes a $3,600 reduction of the charge made in 1982 for the Modulus and Milford Divisions (See Note F) and a $1,300 provision for the

disposition of Australian operations (See Note G).

(d) Includes a $4,000 provision for plant restructure reclassified in 1984 to discontinued operations (See Note G).
(e) The sum of the quarterly net income per share amounts does not equal the annual amount reported, as per share amounts are computed
independently for each quarter and the full year based on respective weighted average common shares outstanding.



6 Section 1: General

J.P. STEVENS & CO,, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note O: Quarterly Operating Results (Unaudited)

Net income (loss)

Gross Net per share
profit income Fully
(Dollar amounts in thousands, except share data) Net sales on sales (loss) Primary diluted
Quarter ended (1984)
February 4 ..o $ 520,721 $ 60,466 $ 3,784 $ .21 $ .21
May 5 .o 550,137 56,579 4,607 .25 .24
AUGUST ..o 507,315 48,493 2,6950) 15 .15
November 3..... ...t 566,010 70,152 10, 883wxq) .62 .61
$2,144,183 $235,690 $21,969 $1.23 $1.21
Quarter ended (1983)
JanUary 29 ..o $ 403,871 $ 42,904 $ (765 $(.05) $(.05)
APril 30 .oenniii s 488,246 50,264 1,461 .09 .09
JUY B0 o s 477,063 53,987 5,484 .32 .32
October 29 .. ..o 556,957 69,846 12,721 .73 .72
$1,926,137 $217,001 $18,901 $1.09 $1.08

(a) Operating income and net income for the three months ended August 4, 1984 have been restated from the amounts previously reported and
decreased by $1,700,000 ($.10 per share) to reflect the PAYSOP contribution.

Other income-net for the three months ended August 4, 1984 includes costs of $4,300,000 related to the phasing out of a large plant and income of
$3,600,000 which resulted from the sale of the Company’s chemical business.

Net income for the three months ended August 4, 1984 includes $1,700,000, or $.09 per share, resulting from the reduction of certain health
insurance accruals provided earlier in the year. In addition, as a result of the downward revision of the 1984 estimated annual income taxes, the tax
provision for the three months ended August 4, 1984 was reduced by $1,950,000, or $.11 per share.

(b) For the three months ended November 3, 1984, Cost of goods sold was reduced by $4,500,000 resulting from a favorable litigation ruling and
interest on indebtedness includes $3,700,000 applicable to a Federal income tax examination.

For the three months ended November 3, 1984, net income was increased by $1,200,000 ($.07 per share) resulting from an increase in the
assumed actuarial interest rate from 8% to 9% for the salaried and hourly retirement plans.

(c) Net loss for the three months ended January 29, 1983 includes income of $2,010,000, or $.14 per share, resulting from the redetermination of
estimated liabilities for certain insurance costs.

(d) Substantially all of the Company’s domestic inventories are valued using the LIFO method. Inventory determination under the LIFO method is
based on an annual estimate of inventory levels and costs as of the fiscal year-end. The annual adjustment for the difference between actual and interim
estimated year-end inventory levels and costs increased fourth quarter net income by $2,700,000 ($.15 per share) in 1984 and $2,200,000 ($.13 per
share) in 1983.

On May 7, 1984 the Company purchased, in a negotiated
transaction, 901,400 shares of common stock for $27 per
share.
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Selected Information For Five Years

AMERICAN STORES COMPANY

SELECTED FINANCIAL DATA

The following consolidated selected financial data of
American Stores Company and subsidiaries for the five years
ended February 2, 1985 should be read in conjunction with
the consolidated financial statements and related notes of the
Company appearing elsewhere herein:

(In thousands February 2,1,2
except per share data) 1985
SalES .ttt e aeaan $12,118,793
Net €amings ........ccoeuiiniiiiiiiiiiiiiiie e e, $ 185,525
Less preferred dividends declared:

Series A $4.375 preferred stock ..........coeeuviininninnenne. (4,306)
Series B $6.80 preferred stock ..............ccoeuiinenennen.n. (1,942)
$5.51 preferred stock .....ovunieneiniiniiniiiiiiiieeeeeenn, (7,504)
Net eamings applicable to common stock..................... $ 171,773
Average common shares outstanding®.............c........... 30,076
Net earnings per common share® .............ccceveenienennnn. $ 5.7
Cash dividends declared per common share34................ $ .64
Total assets at year-end ...........cccevuuvenniemneeennennnnnn, $ 3,535,737
Long-term obligations ..............ccooieiiiiiiiiiieen $ 1,199,829
Redeemable preferred stock.............ccvvveneenieninennnn., $ 254,044

TReflects the acquisition of Jewel Companies, Inc., effective June 29, 1984.

253 weeks.
3Restated to reflect 3-for-1 common stock split effective July 8, 1983.

January 28,

1984
$7,983,677
$ 117,902

(11,220)
$ 106,682

29,556
$ 3.61
$ .44
$1,626,695
$ 366,856
$ 118,110

January 29,

1983
$7,507,772
$ 903N

(11,220)

$ 79151
29,415

$ 2.69
$ .33
$1,444,367
$ 352,033
$ 118,110

“For restriction on common dividends, see “Long-term Debt” in notes to consolidated financial statements.

GENCORP

SUMMARY OF SELECTED FINANCIAL DATA

(Dollar amounts in thousands; per-share amounts in dollars)

Years ended November 30 1984
T i Y U $2,727,062
Operating iNCOME .......vueeniniiierirerrreeneneererneeneans $ 130,817
Income from continuing operations—aftertax................. $ 7,210
Net INCOME ...entieiiiiiiiiiieie it eereeeeereneennas $ 7,210

Per share of common stock:

Income from continuing operations............cccceuveenn.. $ .33
Net iNCOME ....ouinirieeiiiii e e eaas $ .33
Dividends declared .............ccooviniiiiiiiiiiiienenn. $ 1.50
Total ASSETS ouuvniieiie e e $2,037,104
Assets employed (total assets less current liabilities)........ $1,489,316
Long-term debt...........ccoeiiniiiiiiiiiii e $ 312,147

Redeemable preferred stock................c.oooiiiinanll. $ 3,624

1983
$2,517,272
$ 138,001
$ 72,413
$ 65,288
$ 3.13
$ 2.82
$ 1.50
$1,966,162
$1,457,636
$ 312,137
$ 4,467

1982
$2,354,327
$ 79,614
$ 26,606
$ 18,606
$ 1.08
$ .75
$ 1.50
$1,823,960
$1,378,119
$ 185974
$ 5302

January 30,

1982
$7,096,590
$ 64,552

(11,220)

$ 53,332
29,541

$ 1.81
$ .27
$1,356,328
$ 380,470
$ 118,110

1981
$2,457,349
$ 7,430
$ 65,881
$ 110,854

2.56
4.33
1.50
$1,932,854
$1,450,117
$ 263,354
$ 5,899

A A A

7
January 31,
1981
$6,419,884
$ 51,553
(11,220)
$ 40,333
29,412

$ 1.37
$ .27
$1,292,992
$ 392,327
$ 118,110
1980
$2,120,847
$ 20,935
$ 28,210
$ 40,608
$ 1.09
$ 1.57
$ 1.50
$1,897,439
$1,427,180
$ 261,688
$ 6,432
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OLIN CORPORATION

SELECTED FINANCIAL DATA

(Dollars in millions, except per share amounts) 1984 1983 1982 1981 1980
Operations
Net sales .....ouiuniniii e $2,065.3 $1,934.6 $1,823.1 $2,001.3 $1,864.9
Cost of Sales and Other Operating Charges.................... 1,611.3 1,529.3 1,453.9 1,576.9 1,485.5
Selling, General and Administrative............................ 275.7 262.5 238.1 249.7 237.4
Research and Development ..............cocvvnvvviienieinin, 53.9 50.8 46.9 38.8 30.9
Interest EXPENSe ..........ocueiuiriiniinieiiiiieieieinenns 33.8 30.7 30.4 24.8 29.5
Interest and Other Income ...............ccovveveninnnnennnn.. 41.2 33.8 20.1 24.6 19.7
Income Before Special Charges and Income Taxes ........... 131.8 95.1 73.9 135.7 101.3
Special Charges..........oovveniiniiieiiii e, —_ — 19.0 — 63.0
Income Before Income Taxes.............ccvevvevinveeeninnn.. 131.8 95.1 54.9 135.7 38.3
INCOME TAXES - .oveeniiniiii e, 43.1 23.4 1.6 42.9 4.4
Net INCOMe ...ceeeeieiii i 88.7 n.7 53.3 92.8 33.9
Financial Position
Cash and Equivalents.................coooeiiieiiineeinneen, 155.3 190.1 77.1 35.8 12.9
Receivables, Net............ooovviiiiiiiiiiinieieeeiiaan, 306.7 311.2 319.7 274.9 291.0
INVENtOFIES ...coveniriiiieit i 290.9 267.7 265.3 309.7 286.8
Current Liabilities..............c.oooiiviiiiieinieieieeeenan, 406.9 413.4 382.9 376.3 377.8
Working Capital..........oceveiiniiiiiiiiiie e, 398.8 405.1 323.6 293.3 261.5
Property, Plant and Equipment, Net........................... 860.7 850.9 840.0 844.9 822.4
TOtal ASSETS ..e.eevneiniiteie i 1,822.1 1,829.4 1,636.0 1,618.0 1,561.1
Capitalization:

long-Term Debt..........ooii, 369.3 387.3 293.3 298.9 298.0

Shareholders’ EqUity ............cccvvviiniiniiiieinennnn... 867.3 848.4 805.2 793.2 738.1
Total Capitalization ...........c.oovoiiviniiinieiiieinin, 1,236.6 1,235.7 1,098.5 1,092.1 1,036.1
Per Share Data
Net INCOMe .....veeiiiiiie e 3.81 3.01 2.26 3.88 1.41
Net Income Assuming Full Dilution............................. 3.54 2.9 2.23 3.81 1.39
Cash Dividends..............ocuviviineinieeenieieeeeanannn, 1.36'%2 1.23 1.20 1.15 1.02'%
Shareholders’ EQUitY .........coovieieniiniiiniee e, 37.88 35.37 34.06 33.57 30.71
Other
Depreciation ...........c.eieiiiiiiiiiii e 144.9 133.3 131.1 122.0 103.9
Funds from Operations ...................cccovvvvvinninnnnnn.. 249.6 213.4 209.6 225.0 192.0
Cash Dividends..........cooovviiiiniiiiiiii e, 31.8 29.3 28.3 27.6 24.6
Capital Expenditures. .............ccueeeuneeneeeeeneeaeennnnnn, 165.0 122.6 139.0 186.3 172.0
Current ROHO. ...uovuineiniiei e 2.0 2.0 1.8 1.8 1.7
Long-Term Debt to Total Capitalization........................ 29.9% 31.3% 26.7% 27.4% 28.8%
Effective Tax Rate ..........ccovviviiniineinieineeeian, 32.7% 24.6% 2.9% 31.6% 11.5%
Shareholders ...........coovviviiiiiiiiir e, 24,400 31,500 34,000 36,000 . 39,000

Employees ...........couvmeiiiiiiiiiiiiiii e 17,800 18,200 17,500 20,300 21,000
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INTERNATIONAL BANKNOTE COMPANY, INC.

SELECTED FINANCIAL DATA

(In Thousands, Except Per Share Data)

1984 1983 1982 1981(q) 1980
Net SIESE) «.nvuvernieiiieen e $109,664 $120,271 $147,524 $177,303 $168,292
Income taxes (CreditS)e)...eeveeinriireeeieeenniiineeieinneinnen (4,973) (5,907) (7,034) 5,029 2,411
Income (loss) from continuing operationsw).................... (20,313) (19,396) (8,791) 8,405 619
Income from discontinued operationste) .............c.cuenn.... 1,512 1,383 4,122 1,398 1,068
Income (loss) before extraordinary credit ..................... (18,801) (18,013) (4,669) 9,803 1,687
Extraordinary credit. .........ocooviviriiininiiiieas 10,230
Net income (I0SS) .....oeoeneieiiiiiiei e eeeenens (8,571) (18,013) (4,669) 9,803 1,687
Primary income (loss) per common share:
Income (loss) from continuing operations................... $ (1.22) $ (1.16) $ (.53) $ .51 $ .03
Income from discontinued operations ....................... .09 .08 .25 .09 .07
Extraordinary credit ...........coooiiiiiiiie .61
Net income (10SS) . ...voverienenininiiiiieirieenieenanens $ (52 $ (1.08) $ (.28 $ .60 $ .10
Total ASSETS ...vuerniniieeeii e, $128,538 $143,353 $148,423 $163,911 $166,445
Long-term debt and capital lease obligations ................. $ 60,911 $ 52,706 $ 49151 $ 44,348 $ 48,731
Cash dividends declared per common share .................. $ .04 $ .06 $ .06 $ — $ —

(a) As aresult of changes in the method of accounting for foreign currency translations, net income for 1981 has been increased by approximately 2
million ($.12 per share).

(b) Net sales as previously reported have been restated to exclude sales of Globe from continuing operations as follows: 1983—$38.7 million;
1982—$44.5 million; 1981—$50.3 million; and 1980—$50.7 million.

{c) As aresult of changes in the United Kingdom tax laws, the provision for income taxes in 1980 includes a credit of $.5 million ($.03 per share).

(d) Income (loss) from continuing operations includes provision for restructuring and consolidation as follows: 1984—$.4 million ($.02 per share
after taxes); 1983—$6 million (.28 per share after taxes); and 1982—$4.4 million ($.15 per share after taxes). See Note D—Notes to Consolidated
Financial Statements. The Company also received income of $2.7 million in 1984 from the recovery of fully-reserved notes receivable.

{e) Income from discontinued operations includes the gain on sale of Globe Ticket Company. See Note K—Notes to Consolidated Financial
Statements.

(f) The extraordinary credit is the result of the termination of pension plans related to the Company’s operations in the United Kingdom. See Note
I—Notes to Consolidated Financial Statements.

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

AM INTERNATIONAL, INC.

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

Overall Comments/Unusual Events
Introduction

During fiscal years 1982 and 1981, there were highly signif-
icant and unusual events which culminated in the Company
filing a petition for reorganization (Chapter 11) on April 14,
1982. Subsequent to the filing, the Company has continued
in full operation. The Chapter 11 filing has protected the
Company from various default remedies under its loan
agreements and from paying interest on its pre-petition obli-
gations.

On July 19, 1984, the U.S. Bankruptcy Court approved for
distribution to the Company’s creditors and shareholders a
Disclosure Statement and Plan of Reorganization. The Plan
provides that the Company will remain intact and that pre-
petition obligations will be satisfied by payments of cash and
issuance of the Company’s new common stock. On Sep-
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tember 11, 1984, the U.S. Bankruptcy Court entered an order
confirming the Plan following earlier shareholder and creditor
acceptance of the Plan. All of the significant conditions to the
effectiveness of the Plan have been completed and the
Company believes that the cash and stock distributions will
commence on or about October 30, 1984. (See Note 2 to the
Consolidated Financial Statements).

During fiscal years 1984 and 1983, the Company reported
operating profits and significantly increased its cash position.
These matters are discussed in more detail below.

Divestiture Program (See Note 3 to the Consolidated Fi-
nantial Statements)

During fiscal years 1981, 1982, and 1983, the Company
divested nine business units and discontinued activities of
another. This divestiture program was substantially com-
pleted as of July 31, 1983. These units were treated as dis-
continued businesses in the Consolidated Financial
Statements.

Results of Operations
Consolidated Results

Consolidated revenues for fiscal 1984 were $598.5 million,
an increase of $40.5 million, or 7%, from fiscal 1983 primarily
as a result of volume increases in the Image Systems seg-
ment, which more than offset the adverse effects of currency
translation. Revenues reported for International operations,
which account for approximately 32% of consolidated reve-
nues, were significantly impacted by the continued
strengthening of the U.S. dollar. Fiscal 1984 revenues would
have been approximately $18 million higher if the U.S. dollar
had remained at the average exchange rates from fiscal
1983. Revenues from the U.S. divisions increased by $34.8
million.

Operating income for fiscal 1984 increased 49% to $17.5
million. The increase occurred primarily from cost control
programs that reduced selling, general and administrative
expense as a percent of revenues from 35.0% in 1983 to
33.0% in 1984 and also from the higher revenues discussed
above. The gross profit rate declined from 39.0% in fiscal
1983 to 38.2% in fiscal 1984 primarily from higher LIFO pro-
visions in fiscal 1984. Since approximately 40% of the prod-
ucts sold by the International operations are manufactured by
the Company’s U.S. product divisions whose costs are not
impacted by currency fluctuations, the inability to increase
foreign selling prices, because of local competition, has a
negative impact on foreign gross margins. This was some-
what offset by higher gross margins on locally procured
products and services. Research, development and en-
gineering expenses increased from 1.8% to 2.3% of reve-
nues in 1984 as the Company increased its efforts to intro-
duce new and enhanced products. On a geographic basis,
the International Division accounted for substantially all of the
increase in operating income.

Net income for fiscal 1984 of $67.0 million increased by
$60.2 million as a result of the increase in operating income
and the extraordinary items which are discussed below.

For fiscal 1983, consolidated revenues of $558.0 million
represented a $44.0 million decrease, or 7%, from fiscal
1982. This decrease was primarily due to the adverse effects
of currency translation and lower volumes resulting from the
effects of the economic recession and the adverse effects of
operating in Chapter 11.

Operating income increased by $22.9 to $11.7 million
comparing fiscal 1983 to 1982. This increase was due to a
number of factors including cost control programs (the clos-
ing of the manufacturing facility in Euclid, Ohio, a reduction in
the number of field facilities and related costs and the termi-
nation of the Company’s Comprehensive Pension Plan) and
the partial liquidation of LIFO base inventory quantities in the
Reprographics segment.

Net income of $6.8 million for fiscal 1983 represented an
improvement of $89.9 million from the prior year's loss due to
the increase in operating income, lower losses from discon-
tinued operations and lower net interest expense.

Reprographics Segment

The Reprographics Segment is composed of products and
services sold under the “Bruning” and “Multigraphics”
names. Activities are conducted by the domestic Bruning and
Muttigraphics Divisions and the International Division.

Comparing Reprographics results, 1984 versus 1983, a
2.8% increase in revenues resulted primarily from higher ma-
chine placements in the U.S. and non-U.S. operations. Sup-
ply revenues increased slightly as the economy began to
show improvement in the latter part of fiscal 1983. The Re-
prographics market is characterized by low growth and in-
tense price competition from both U.S. and foreign com-
petitors and accordingly selling price increases are not easily
achieved.

The operating profit of the Reprographics Segment in-
creased by $1.9 million in fiscal 1984 with the International
operations showing substantially improved results from the
prior year because of lower operating expenses on essen-
tially level revenues. Domestic operations showed a drop in
operating income due to lower gross profit rates.

Comparing Reprographics results, 1983 versus 1982, the
10.8% decline in revenues resulted from lower volume of
machines and supplies in the U.S. and International opera-
tions and the adverse impact of foreign currency translations.

The operating profit increased by $17.7 million comparing
1983 to 1982. This increase was due to a series of cost
reduction programs including a major benefit from closing the
production operations in Euclid, Ohio in October 1982.

Image Systems Segment

The Image Systems segment is comprised of products and
services sold under the “BruningCAD” and Varityper”
names. Activities are conducted by the domestic Bruning and
Varityper Divisions and the International Division.

Comparing Image Systems results, 1984 versus 1983,
revenues increased 21.3% over the prior year. Domestic ma-
chine revenues showed a strong increase due in large part to
the continued market acceptance of the new digital typesetter
that was introduced in fiscal 1983 and additional placements
of the CAD software and equipment. Supplies and service
revenues increased significantly due to volume and price in-
creases. Pricing of Image Systems machines generally fol-
lows the same pattern as other computer equipment (i.e.
selling prices are reduced after an initial introduction period
as hardware component prices are reduced and more com-
petitors enter the market).

Segment operating profits achieved a 23% increase for
fiscal 1984 over the prior year. The increase was due to
higher gross profit offset by higher selling expenses and re-
search, development and engineering expenses.
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Comparing Image Systems results, 1983 versus 1982,
revenues increased 6% over the prior year with most of the
increase from higher machine placements. The percentage
increase in operating profits was larger than the percentage
increase in revenues because of various expense control
programs implemented in fiscal 1983.

Interest Income

Since the Chapter 11 filing on April 14, 1982, the Company
has not accrued interest on substantially all of the Parent
Company’s debt as such interest would not be included for
the purpose of determining the amounts of creditors’ claims.
The $5.0 million increase in net interest income in 1984 over
1983 is the result of the large increase in the Parent Com-
pany’'s temporary investments due primarily to the termina-
tion of the Pension Plan. The interest income is net of the
interest expense on foreign subsidiaries’ debt not affected by
the Chapter 11 filing.

Other Income (Expense) Net

Other income is comprised of changes in equity in the
unconsolidated leasing subsidiary and certain non-operating
items.

In 1984, the major items are expenses of attorneys, ac-
countants and others who are involved in administering mat-
ters related to the Chapter 11 proceedings and foreign cur-
rency transaction losses. In 1983, the major items are
expenses of attorneys, accountants and others who are in-
volved in administering matters related to the Chapter 11
proceedings, gains on sales of certain excess real estate,
and severance payments at certain foreign subsidiaries.

Income Taxes and Extraordinary Items

In accordance with generally accepted accounting princi-
ples, income taxes are provided on income reported for fi-
nancial statement purposes. A substantial portion of the
income taxes shown in the Consolidated Statement of Opera-
tions will be offset against the U.S. and certain foreign sub-
sidiaries’ tax loss carryforwards and this tax benefit is shown
as an extraordinary credit. (See Note 7 to the Consolidated
Financial Statements for a further discussion of income
taxes).

As discussed in Note 2, Proposed Reorganization, and
Note 11, Retirement Plans, the Company recorded extraor-
dinary items for matters related to the settlement of pre-
petition liabilities and the termination of the Company’s Com-
prehensive Retirement Plan, respectively.

Liquidity and Capital Resources

As noted earlier, during fiscal year 1982 the Company’s
limited capital resources and acute liquidity problems be-
came so severe that the Company sought protection under
Chapter 11 of the U.S. Bankruptcy Code.

This protection, combined with improved operating results,
the termination of the Comprehensive Retirement Plan and
the liquidation of AM Leasing's receivables, have enabled the
Company to improve its liquidity and stabilize its relationships
with suppliers. The Parent Company increased its cash and
equivalents from $16.3 million at the time of filing to $174
million at July 31, 1984. Cash and equivalents on a consoli-
dated basis have also increased during this period from
$24.4 million at time of filing to $178 million at July 31, 1984.

At July 31, 1984, the foreign banking relationships are
generally stable and the subsidiaries are able to pay for

goods and services from the Parent on a cash-on-delivery
basis.

The Company believes that its current cash balances plus
loan commitments of up to $50 million will be adequate to
fund its Plan of Reorganization. However, after discharge
from Chapter 11, the Company will be required to generate
funds from operations to repay the new borrowings and op-
erate its business. For the short term, the Company most
likely will not be able to borrow funds above the $50 million
borrowed for the Plan or to obtain additional equity funds.
Also, there are no significant non-operating assets that could
be sold to generate cash. However, the Company does not
expect it to be necessary to expend funds for major capital
expansion as the current production facilities have excess
capacity and should be adequate to meet foreseeable pro-
duction requirements. The Company believes that it will be
able to generate sufficient funds after reorganization to meet
its obligations.

Inflation

The high rate of inflation, which has been experienced
worldwide in recent years, and the effects of the stronger
U.S. dollar versus other currencies have had a significant
impact on the Company’s reported operating results, share-
holders’ equity and other reported financial data. For an
evaluation of the impact of inflation, see Note 16 to the Con-
solidated Financial Statements.

ALLIS-CHALMERS CORPORATION

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

This discussion should be read in conjunction with the Re-
port to Our Shareholders, Review of Operations and the
Notes to Consolidated Financial Statements.

Results of Operations

Sales in 1984 were $1.326 billion, slightly higher than 1983
and $284 million less than 1982. Sales outside the U.S. in
relation to total sales were 35% in 1984, 36% in 1983 and
35% in 1982. The net loss for 1984 was $261 million, which
includes provisions of $155 million relating to restructure of
the Agricultural and Material Handling Equipment segment
and $7 million for restructure of certain other operations. Net
losses were $142.2 million in 1983 and $197.9 million in
1982. The 1983 and 1982 results have been restated for the
change in method of determining cost for certain inventories
to the FIFO method from the LIFO method, as more fully
described in the Inventories note in the notes to consolidated
financial statements.

Process equipment sales were $755 million in 1984,repre-
senting 57% of Company sales, compared with $788 million,
61% in 1983 and $1,007 million, 63%, in 1982. After adjust-
ment for the sale of the Precision Components Division in
1983, process equipment sales for 1984 approximated those
of 1983. New orders for process equipment products im-
proved in 1984, showing a 13% increase over 1983 orders,
as adjusted. The Solids Process Equipment and Fluid Prod-
ucts businesses attained the largest increases. Backlog at
December 31, 1984 for the process businesses was $532
million, compared with $562 million in 1983. Since 1981 the
backlog included $170 million for a hydro-turbine project lo-
cated on the border of Argentina and Paraguay. In March
1985, a consortium led by the Company was awarded an
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order for this 20 hydraulic turbine project valued at approxi-
mately $260 million, of which the share for the Company was
more than half. The process equipment businesses,
worldwide, continue to be subject to the pressure of the
strong U.S. dollar. Thus, price competition from non-U.S.
manufacturers impacts competitive bidding for products
manufactured by the Company in the U.S., and translated
U.S. dollar sales and results of non-U.S. subsidiaries are
reduced. Economic sourcing of products from the Company’s
worldwide process equipment businesses has helped al-
leviate the effect of the strong U.S. dollar. In addition, im-
proved technology in the design of products and strict atten-
tion to cost control have generated encouraging resulits in the
marketing of these products.

The process equipment businesses were profitable in 1984
after excluding development costs of the KILnGAS coal
gasification system. Pretax income was $9 million in 1984
and $7 million in 1983 and 1982. In 1984, applicable restruc-
ture charges were $7 million. Costs for the KILnGAS system
were $20 million in both 1984 and 1983 and $37 million in
1982. 1984 costs are net of income of $15 million from the
sale of certain tax benefits related to a safe harbor lease
agreement.

Sales of the agricultural and material handling equipment
businesses were $571 million in 1984,accounting for 43% of
total Company sales. Sales in 1983 and 1982, respectively,
were $512 million, 39%, and $603 million, 37% While sales at
the wholesale level in 1984 were somewhat higher than
1983, the retail market for agricultural equipment in the U.S.
fell far short of industry expectations for recovery and this
market was worse in 1984 than in prior years. Factors ad-
versely impacting this market in 1984 were low farm com-
modity prices, a severe credit crisis which caused farmers to
defer purchasing new equipment, the liquidation of many in-
dividual farm operations, and competitive price discounting
due to excessive dealer inventories for both the Company
and the industry. The strength of the U.S. dollar held down
prices for farm products in export markets. Problems for the
agricultural equipment industry in 1984 represented a con-
tinuation of adverse conditions prevalent in recent years. A
division marketing lawn, grounds maintenance and snow re-
moval equipment was sold in 1982.

The tractor and combine plants were shut down for various
periods in 1984, with the shutdown in late 1984 expected to
continue through April 1985. Startup will depend on retail
market conditions. There were similar periods of shutdowns
during 1983 and 1982. Production was halted in order to
balance dealer inventories with the decline in customer de-
mand. Dealer inventories throughout the industry remain ex-
cessive.

Lift truck and automated material handling systems sales
for 1984 were higher than in 1983 as a result of an improved
general economy and resumption of capital spending. 1984
government purchases of lift trucks remained flat compared
with 1983. Lift truck price improvement lagged the recovery.

The Company has incurred significant losses in the Ag-
ricultural and Material Handling Equipment segment of its
business during the last four years. Market conditions for this
segment continue to be depressed, recovery is uncertain,
and the industry is in a period of realignment. Under these
conditions, the Company has decided to resize operations of
this segment and its related capital requirements. As a result,
certain products and components may be discontinued or
sourced from more cost competitive producers and certain

operations may be sold. Discussions are continuing with
several parties in regard to these possible options. The 1984
financial statements include a provision, recorded as of De-
cember 31, 1984, in the amount of $155 million for the esti-
mated cost of this restructure. The charge includes $60 mil-
lion for price concessions relating to dealer inventories; $78
million for plant closings and asset sales including estimated
losses on disposal and for consolidation, rearrangement and
termination costs; and $17 million to eliminate net U.S. pre-
paid income taxes.

The 1984 financial statements assume that the Company
will continue the operations of this business segment on a
smaller scale. However, a preliminary agreement was
reached on March 28, 1985 with Klockner-Humboldt-Deutz
AG of West Germany to sell the agricultural equipment and
financial services businesses to KHD. The transaction as
presently contemplated would include on closing a cash
payment from KHD of approximately $107 million and pay-
ments to the Company of $23 million from the Allis-Chalmers
Credit Corporation. In addition, Allis-Chalmers would have an
opportunity to participate in future profits of that new busi-
ness. Included in the sale would be the marketing organiza-
tion, combine manufacturing, parts distribution, tractor and
engine designs and specialized product tooling, Allis-
Chalmers Credit Corporation, and Allis-Chalmers Financial
Corporation and its insurance subsidiaries. Unfunded vested
pension benefits of approximately $80 million associated with
agricuitural equipment operations not sold to KHD continue
as an obligation of the Company. No provision has been
recorded for this amount. See the Postretirement Benefits
note in the notes to consolidated financial statements. Com-
pletion of the proposed sale is subject to approval by the
Board of Directors of Allis-Chalmers, the Supervisory Board
of KHD, and U.S. governmental agencies, as well as the
successful negotiation of financing plans between KHD and
Allis-Chalmers Credit Corporation lenders and between the
Company and its lenders (see also Financing note in the
notes to consolidated financial statements).

If the proposed sale is completed on the timetable pre-
sently contemplated, it is estimated that an additional loss of
approximately $70 million will be recorded in 1985. Such
loss, if incurred, is not indicative of impairment of the value of
the assets of this business as a continuing operation, but
relates to the cash proceeds and other considerations for
entering into that transaction. In addition, due to the extended
plant shutdowns in this business, operating losses are ex-
pected in 1985 which are estimated at approximately $50
million to the estimated date of sale in early May 1985. Provi-
sion for these losses was not made in the 1984 financial
statements because a number of future events are required,
the transaction is not certain of completion and, if not com-
pleted, the Company’s plan is to continue the business.

The gross profit margin for the Company, expressed as a
percentage of sales, improved significantly from 11% in 1982
to 15% in 1983 and 17% in 1984. This improvement results
from cost reduction programs, resizing of manufacturing op-
erations, disposal of excess and inefficient capacity, reduc-
tion in the number of employees and changes in the Com-
pany’s organizational structure during the period. Marketing
and administrative expenses in 1984 decreased $11 million,
or 4%, from 1983, with 1983 being $53 million, or 17%, less
than 1982. The 1983 reduction was affected by nonrecurring
1982 expenses including promotion of a new tractor line, sale
of a lawn and garden division and other divested operations.
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Equity in income of unconsolidated subsidiaries and af-
filiates includes pretax income of the financial services sub-
sidiaries of $36.6 million in 1984, $48.3 million in 1983 and
$54.4 million in 1982. The 1984 income declined from the
prior year due to a lower receivable base and higher borrow-
ing costs. The decline in 1983 from 1982 is for the same
reasons, however, to a lesser degree.

Interest earned, other income—net in 1984 was $10.7 mil-
lion more than in 1983, principally from income of $15 million,
net of expenses, related to sale of certain tax benefits from
the KILnGAS Commercial Module and various nonrecurring
gains on disposal of assets in 1983 of $3 million. The higher
amount in 1982 included $6.7 million of interest earned prin-
cipally from tax refunds and investments and increased net
gains on disposition of properties and equipment of $4.2 mil-
lion.

The 7.2 million increase in finance and waiver expense in
1984 over 1983 relates mainly to increased utilization of
waiver of interest on retail contracts. Finance expenses on
receivables sold to the Company’s finance subsidiary re-
mained constant. The reduction in 1983 from 1982 of $19.2
million recognizes lower levels of receivables sold, reduced
waiver utilization and lower interest rates.

Interest expense remained relatively constant for 1983 and
1982. The 1984 increase recognizes higher interest on de-
ferred principal under the Company’s agreement with its pri-
vate lenders.

The income tax provision in 1984 and 1983 is principally for
state and non-U.S. taxes. The 1982 benefit resulted from the
carryback of a portion of that year’s net operating loss to prior
years and has been restated recognizing the effect of the
accounting change to FIFO from LIFO described in the notes
to consolidated financial statements. At December 31, 1984,
financial net operating loss carryforwards of approximately
$425 million and investment, energy and foreign tax credit
carryforwards of approximately $50 million are available for
reduction of future financial federal income tax provisions.
See the Income Taxes note in the notes to consolidated fi-
nancial statements.

Supplemental information on financial reporting and chang-
ing prices is presented in the notes to consolidated financial
statements.

Liquidity and Capital Resources

Cash and short-term investments were $94.1 million at
December 31, 1984, compared with $91.5 million a year ago
and $89 million at the end of 1982. Included were amounts
for non-U.S. subsidiaries of $25.9 million, $38 million and
$38.2 million in 1984, 1983 and 1982.

The Company has emphasized cash management and
internal funding of operations during each of the three years
in the period ended December 31, 1984 when operating
losses, incurred as a result of unfavorable economic condi-
tions in its businesses, significantly reduced liquidity and cap-
ital resources. Funding was accomplished through stringent
control of working capital in relation to the volume of opera-
tions, management of cash flow within worldwide operations
and subsidiaries, sale of certain tax benefits and divestment
of nonstrategic assets and operations. Changes in funds dur-

ing the three-year period were as follows:

Provided (Used)
1984 1983 1982

(millions)
Operations
Net LOSS ..uvneeeciniineineinerneeneeennns $(261) $(142) $(198)
Working capital items ................... 224 104 149
Depreciation..........ccccoeeiiininnn. 37 42 48
Other....ccoieiiiiiiiie e, 19) 7) 19)

(19) (3 (20)
Financing and Investment

Debt and current maturities ............ 25 (13) (73)
Net debenture exchange................. 3) — —
Issuance of common stock .............. 1 12 —
Dividends—preferred stock............. — — (5)
Sale of Siemens-Allis stock ............. — — 75
Other.. .., ) 7 (8)

22 6 am
Cash and short-term investments ...... $ 3 $ 3 $ (31

Working capital at December 31, 1984 is significantly im-
pacted by the classification of debt and certain other liabilities
as short-term due to the timing of the renegotiation of the A-C
Override Agreement and the capital restructure discussed
below. As shown in the previous table, the Company has
historically been able to generate or obtain necessary cash.
However, the financial drain of the agricultural equipment
business has jeopardized liquidity and the Company’s needs
for cash during 1985 to finance operations are significantly
dependent on the success of the Company’'s plans for re-
structuring its operations and capitalization.

Long-term debt was $26 million at December 31, 1984,
compared with $243 million a year ago and $250 million at
year-end 1982. The 1984 change of $217 million represents
largely a reclassification from long-term debt to current
liabilities based on terms of the A-C Override Agreement.
Restructuring of this debt is discussed below. In March of
1984, the Company completed an exchange offer which re-
sulted in $11.3 million of the outstanding publicly held deben-
tures being exchanged for 677,640 shares of common stock.
The debentureholders at that time approved certain amend-
ments to the related Indenture in consideration for an in-
crease in the interest rate on the remaining outstanding De-
bentures from 5.10% to 6.10% effective February 1, 1984.

Expenditures for property, plant and equipment have been
held to a minimum and totaled $16 million in 1984, $14 million
in 1983 and $29 million in 1982. Property, plant and equip-
ment at December 31, 1984 was $231 million, representing a
decrease of $32 million from a year ago and $80 million from
1982. Depreciation also declined from $48 million in 1982 to
$42 million and $37 million in 1983 and 1984.

Shareholders’ investment at December 31, 1984 was $71
million. See the Agricultural and Material Handling Equip-
ment Segment and Financing notes to the consolidated fi-
nancial statements for information concerning possible sale
in 1985 of the Company’s agricultural business which would
result in a decrease in shareholders’ investment of approxi-
mately $120 million (including operating losses of approxi-
mately $50 million to the estimated date of sale in early May
1985) and for information concerning a proposed restructure
of the Company’s indebtedness, which, if concluded, would
include a conversion of a portion of the Company’s private
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debt into equity. A three-year analysis of shareholders’ in-
vestment follows:

1984 1983 1982

(millions)
January 1. $328 $464 $689
Net 10SS....vireriiiiiiiiiiiiiiieaans (261) (142) (198)
Currency translation..................... 6) (6) (22)
Common stock transactions............. 10 12 —
Dividends on preferred stock........... —_ —_ (5)
December 31......ccevinvniiiniiininnnns $ 7N $328 $464

Common stock dividend payments were suspended De-
cember 18, 1981, and dividends on the cumulative preferred
stocks were postponed on September 17, 1982. Current
financing agreements prohibit payment of dividends and re-
demption of preferred stock.

The Company and its finance subsidiary, Allis-Chalmers
Credit Corporation, entered into agreements in April 1983
with their principal lenders overriding provisions of most of
their U.S. private debt agreements for a two-year period orig-
inally ending March 15, 1985. These agreements revised fi-
nancial covenants to March 15, 1985 and deferred principal
maturities originally due after September 20, 1982 through
March 1, 1985 until March 15, 1985, in amounts of $61.9
million for the company’s maturities of long-term debt, $76
million for the finance subsidiary’s otherwise current
maturities of long-term debt and their revolving credit facilities
of $635.5 million. The Allis-Chalmers and Allis-Chalmers
Credit Corporation Override Agreements have been ex-
tended, with certain amendments, to May 31, 1985.
Additional information regarding the original Override
Agreements and the extension is included in the Financing
note in the notes to consolidated financial statements.

On May 31, 1985, the extension to the Override
Agreements will again expire, at which time the debt covered
by the Override Agreements will become due and payable
and the provisions of each original loan agreement will again
become effective. Neither the Company nor its finance sub-
sidiary will be able to pay the maturities then due and, be-
cause of the large losses sustained in recent years, the
Company will not be able to comply with its original loan
agreement provisions. Various loan agreements of the
Allis-Chalmers Credit Corporation include cross-defauit pro-
visions.

The Company is negotiating a recapitalization plan with a
view of having it in place by May 31, 1985. This plan assumes
that the agricultural equipment business will be sold to KHD.
As discussed in the Agricultural and Material Handling
Equipment Segment note, completion of the KHD sale
agreement is subject to future events and actions by others.
Consequently, completion is not assured and the Company
and Allis-Chalmers Credit Corporation are therefore consid-
ering other financing plans.

A critical aspect of any recapitalization plan and the Com-
pany’s future profitability (with or without the successful com-
pletion of the KHD transaction) is the conversion of a portion
of the Company’s private debt to equity; the retirement of a
portion of the Company’s debt from some of the proceeds of
divestitures such as under the KHD agreement; and the re-
structure of the remaining portion. The implementation of a
recapitalization plan would result in a substantial increase in
the number of outstanding shares of Allis-Chalmers equity
securities.

The viability of the Company is dependent upon successful
negotiation of a recapitalization plan and the ability of the
Company to ultimately return to profitability.

INTERCO INCORPORATED

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

Results of Operations

This discussion supplements the detailed information pre- -
sented in the consolidated financial statements and footnotes
which began on page 28. In addition, reference should be
made to the operations review and Fiscal 1984 in Review on
pages 10 through 26.

Net Sales—Net sales for fiscal 1984 were $2.68 billion, an
increase of 4.4% from the $2.57 billion reported in fiscal 1983.
Each of INTERCO's four operating groups achieved sales
gains led by the Furniture Group whose volume increased by
17.8%. Net sales for fiscal 1983 were $2.57 billion, down
4.0% from the $2.67 billion reported in 1982. In fiscal 1983,
the economic downturn continued to have an impact on all
segments of the company. The Furniture Group showed a
decrease of 11.2% with most of the decrease coming in the
case goods operation. The softness in the sales of men’s
shoes, both at wholesale and retail, along with the decline in
the sales of safety shoes which depends on industrial em-
ployment.resulted in a decrease of 7.0% in the sales of the
Footwear Group. Net sales in fiscal 1982 improved 12.9%
over the $2.37 billion reported in fiscal 1981. A substantial
portion of this increase was the result of the acquisition of
Broyhill which was accounted for as a purchase.

Other Income, Net—Other income for fiscal 1984 in-
creased by $14.7 million, or 49.4% over the prior year. For
fiscal 1983 and 1982, other income rose $1.0 million, or 3.4%
and $1.4 million, or 5.0%, respectively. The increase for fiscal

1984 was due principally to increased interest income, gains

on the sale of marketable equity securities, insurance settle-
ments and net debt retirements.

Gross Margins—Gross margins for fiscal 1984 were
$858.5 million, or 32.0% of net sales compared to $807.1
million, or 31.4% of the net sales and $853.4 million, or
31.9% of net sales in fiscal 1983 and 1982, respectively. The
increase in the percentage and volume of gross margins in
fiscal 1984 is primarily due to the improved sales volume and
plant utilization and cost reduction programs.

Selling, General and Administrative Expenses—Selling,
general and administrative expenses for fiscal 1984 were
$650.3 million, or 24.3% of net sales compared to $635.9
million, or 24.8% of net sales and $621.7 million, or 23.3% of
net sales in fiscal 1983 and 1982, respectively. The im-
provement in selling, general and administrative expenses as
a percent of sales in fiscal 1984 was due to increased sales
and the cost and expense reduction programs implemented
over the past year.

Interest Expense—Interest expense in fiscal 1984
amounted to $31.7 million compared to $35.1 million and
$37.2 million in fiscal 1983 and 1982, respectively. The de-
cline of 9.7% in fiscal 1984 is attributable to a reduced level of
long-term borrowing and the elimination of any short-term
domestic borrowing during the year. The increase in fiscal
1982 was attributable to the assumed debts of a purchased
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company, increased interest rates on short-term borrowing to
finance operational needs and the issuance of new debt.

Income Taxes—The effective tax rate for fiscal 1984 was
47.4% compared to 48.3% and 46.9% in fiscal 1983 and
1982, respectively. The increase in the effective rate for fiscal
1983 was the result of a slight increase in state tax rates and
the effect of foreign currency revaluations in Mexico.

Earnings Per Share—Earnings per share for fiscal 1984
were $7.02, up 34.5% from the $5.22 reported in fiscal 1983
which reflected a 27.8% decrease from fiscal 1982. The in-
crease in the earnings per share in fiscal 1984 reflects the
strong showing of the Furniture Group, the effects of cost
curtailment programs, and the reduced level of interest ex-
pense. The average shares outstanding for the last three
years remained fairly constant.

Financial Condition

Faced with the prolonged economic slowdown in fiscal
1983, the company made a diligent effort to utilize its assets
more effectively to maximize returns and maintain a strong
working capital condition. The effects of this program had a
substantial impact on the company’s current financial condi-
tion.

Cash and short-term investments totaled $126.6 million at
year end, an increase of $11.1 million over the prior year,
after the repurchase of a portion of the company’s 14¥4% and
4%3% promissory notes.

Accounts receivable rose by $37.9 million, or 13.0%. The
increase was due to an increased level of sales in the man-
ufacturing segments and short-term notes receivable which
were covered by letters of credit.

Inventories decreased by $1.1 million from the prior year.
Increases in manufacturing companies’ inventories, to meet
improved demand, were offset by lower retail inventories at
February 19, 1984.

Accounts payable and accrued expenses increased $29.8
million, or 14.9%, and a substantial portion of the increase is
attributed to the higher level of manufacturing inventories.

Financing Arrangements—During fiscal 1984, and at each
fiscal year-end, the company had no domestic short-term
borrowings. To meet short-term working capital require-
ments, the company maintains a credit agreement enabling it
to borrow up to $100 million in domestic or Euro-Dollar loans
through February 28, 1987. Borrowings outstanding as of
February 28, 1987 are repayable from that date through Feb-
ruary 28, 1991. This credit facility is primarily intended to
support commercial paper borrowings as required. The com-
pany also maintains other bank lines of credit as credit
availability and additional support for the sale of commercial
paper.

Long-term debt decreased by $53.4 million during the year
after a decrease of $4.7 million and an increase of $10.8
million in fiscal 1983 and 1982, respectively. The principal
decreases in 1984 were the exchange of 100,000 common
shares plus $5.6 million in cash for $15.9 million face value of
the 4%4% promissory notes and the repurchase of the $25.0
million of 14¥4% promissory notes. The principal increase in
fiscal 1982 was the remaining $19.7 million of the 14va%
promissory notes initiated in fiscal 1981.

Capital Expenditures—The company maintains formalized
procedures for the review of capital expenditures. These in-
clude return on investment and project payback analyses.

Capital expenditures, for company-owned and capitalized
leased property, aggregated $258.8 million during the last
five years, of which $51.1 million occurred in fiscal 1984.
Cash flow from operations provides the principal source of
funds to support capital expenditures.

Inflation Accounting—In Note 15 of the Notes to Consoli-
dated Financial Statements, the company reports on Inflation
Accounting based on the Consumer Price Index for all Urban
Consumers as required under Financial Accounting Stan-
dards Board Statement No. 33. In addition, the effect of infla-
tion is also presented based on the Consumer Price Index as
it relates to the respective segments of the company.

QUANEX CORPORATION

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

Liquidity and Capital Resources

The Company'’s financial position improved during 1984 in
four principal ways. First, the Company refinanced its debt
with the $125 million mortgage bond issue maturing in 1999,
secured only by the two MacSteel plants. Secondly, financial
flexibility improved when informal lines of credit replaced the
secured revolving credit agreement. These lines of credit do
not require asset collateral security. Thirdly, the decision to
suspend oil country operations will prevent potentially signifi-
cant future cash outflows. Management intends to resume
operations only when such operations are anticipated to be
profitable. Finally, construction recommenced at the Fort
Smith plant and the Company anticipates that operations will
begin in early 1985. Additional capital expenditures of ap-
proximately $10 million are anticipated to complete the pro-
ject. Once the plant begins operations, management believes
that working capital provided by operations will remain a con-
tributor to the Company’s cash requirements and that accel-
erated depreciation will provide significant income tax bene-
fits.

During 1984 positive cash flow enabled the Company to
reduce its borrowings by $27.5 million while decreasing its
cash and cash equivalents by only $13.4 million. The Com-
pany had capital expenditures of $32.4 million in 1984, of
which $29.7 million was for the MacSteel-Arkansas facility.
Principal factors behind this generation of cash during 1984
were $20.9 million of working capital provided by operations,
an income tax refund of $18.1 million and net inventory re-
ductions of $21.1 million.

Programs to control costs and expenses have been effec-
tive and will be continued. Capital expenditures continue to
be limited to only the most profitable or most needed projects.
While necessary maintenance expenditures have been and
will continue to be performed, the Company has instituted
tight controls over its deployment of capital. Fort Smith capital
expenditures are expected to represent a significant portion
of the Company’s capital spending in 1985. Management
intends to fund capital expenditures with working capital pro-
vided by operations.

Results of Operations

As reflected in the accompanying financial statements,
earnings (loss) from operations improved from a loss of $47.6
million in 1982 to a profit of $10.0 million in 1983 and a profit
of $24.3 million in 1984. Improvements principally reflect
management's programs to control costs and expenses to-



16 Section 1: General

gether with strengthening in most of the Company’s major
markets except energy exploration and production.

Management believes decisions made in 1984 will fa-
vorably impact results of operations for 1985 and beyond.
The decision to suspend Oil Country operations will prevent
potentially sizable future losses. The decision to complete
construction of the Fort Smith bar facility, although entailing
start-up expenses in 1985, is expected to contribute to long-
term profitability. Additionally, the Company anticipates rec-
ognizing in fiscal 1985 approximately $8 million of investment
tax credit for the Fort Smith facility.

1984 Compared to 1983

Net sales in 1984 were $398.3 million, representing an
increase of $100.9 million (33.9%) over 1983. The improve-
ment over the prior year reflects increased volume in most of
the Company’'s markets.

Gross profit margin was 14.4% of net sales in 1984 com-
pared to 15.6% in 1983. Persistent weakness in the oil coun-
try tubular goods market more than offset gains in other
areas.

Selling, general and administrative expenses in 1984 de-
creased $3.2 million (8.9%) to $33.3 million. Charges for
doubtful accounts were approximately $800,000 in 1984 as
compared to $2.8 million in 1983. Fiscal 1983 was also unfa-
vorably affected by $1.9 million in charges related to the
interim refinancing agreement that was consummated in that
year.

Interest expense in 1984 decreased $2.9 million (13.4%) to
$18.8 million, reflecting lower debt balances in 1984 than in
1983. Capitalized interest increased from $1.6 million in 1983
to $8.9 million in 1984 due to recommencement of construc-
tion of the MacSteel-Arkansas facility in February, 1984.
Construction of that facility had been suspended for approxi-
mately one year.

During the fourth quarter of 1984, the Company decided to
cease operations at its Oil Country Tubular Division in Hous-
ton and recognized a provision for business disposition of
$16.7 million. This decision was the result of continued
market deterioration and drastically increased imports of oil
country tubular goods.

Other income was a net credit of $1.7 million in 1984, as
compared to a net credit of $3.4 million in 1983. Interest
income declined to $2.7 million in 1984 from $3.8 million in
1983 due to lower balances of cash and cash equivalents in
1984 than in 1983. Fiscal 1984 also included a charge of
approximately $1.0 million in anticipation of costs to be in-
curred as a result of the Company’s decision to temporarily
suspend operations at its Bellville Tube Division. Fiscal 1983
earnings had been favorably affected by credits of $2.4 mil-
lion resulting from settlements of oil country purchase com-
mitments on terms more favorable than originally anticipated;
these credits were partly offset by charges of $1.8 million in
1983 for costs incurred as a result of the decision to defer
completion of the MacSteel-Arkansas facility.

The income tax benefit for 1984 was increased from the
statutory amount primarily because of the recognition of a
credit of $1.1 million related to undistributed Domestic Inter-
national Sales Corporation (DISC) earnings. This credit
arose because of recent changes in federal income tax
treatments of DISCs.

1983 Compared to 1982

Net sales in- 1983 were $297.4 million, representing a de-
crease of $50.9 million (14.6%) from 1982. The combined
impact of a severe general recession in the United States and
continued weakness in the oil exploration and production
sector led to substantially weakened demand in most of the
Company’s markets, which resulted in significant decreases
in unit volume and prices. The second half of the fiscal year
showed significant improvement over the first half reflecting a
general strengthening of the markets served by the Com-
pany.

Gross profit margin was 15.6% of net sales in 1983 com-
pared to a negative 4.0% in 1982. This improvement is
primarily a reflection of $49 million in unusual charges in
1982 related principally to the writedown of oil country inven-
tory and the accrual for loss on related purchase commit-
ments necessitated by a steep decline in the market value of
oil country tubular goods. Additionally, 1983 maintenance
and repair expense decreased approximately $5 million from
1982 levels.

Selling, general and administrative expenses in 1983 in-
creased $2.9 million (8.7%) to $36.5 million. Charges for
doubtful accounts were $2.8 million in 1983 as compared to
$5.9 million in 1982. Reduced accruals for stock appreciation
rights resulted in a $13,000 credit to compensation expense
in 1983 as compared to a $3.5 million credit in 1982, while
charges related to the interim refinancing agreement added
another $1.9 million to 1983 expense.

Interest expense in 1983 increased $3.5 million (19.2%) to
$21.8 million despite lower interest rates. This increase re-
flects the higher debt balances beginning primarily in the first
quarter of 1983 that were necessary to finance construction
of the MacSteel-Arkansas facility and the decision by man-
agement to retain substantial balances of cash and cash
equivalents throughout 1983. Capitalized interest decreased
$1.8 million (52.5%) from 1982 due to the suspension of
construction of the MacSteel-Arkansas facility at the end of
the first quarter of 1983.

Provision (credit) for income taxes included investment tax
credits of $117,000 in 1983 as compared to $2.0 million in
1982.

Net losses declined to $3.5 million in 1983 as compared to
$34.5 million in 1982. Major factors affecting 1983 results not
discussed above were increased interest income of $3.5 mil-
lion resulting from large balances of cash and cash equiva-
lents maintained throughout fiscal year 1983; credits of $2.4
million resulting from settlements of oil country purchase
commitments on terms more favorable than originally antici-
pated; and charges of $1.8 million for costs incurred as a
result of the decision to defer completion of the MacSteel-
Arkansas facility. Net losses were decreased approximately
$1.1 million in 1983 and $825,000 in 1982 due to reductions
in LIFO inventories. The major factor affecting 1982 results
not discussed above was a writeoff of $4.3 million related to
the Company’s investment in Rainés Tool Company, which
filed for protection under Chapter 11 of the Federal Bank-
ruptcy Code.

For discussion of the effects of general inflation and other
price changes on results and other financial statement items,
see “Supplementary Financial Data (Unaudited).”
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WESTVACO CORPORATION

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

Liquidity and capital resources. The company continues in
a strong financial condition. Working capital at the end of
1984 was $319 million, an increase of $39 million over the
prior year and $83 million over 1982. At October 31, 1984,
the ratio of current assets to current liabilities was 2.4, com-
pared with 2.6 in 1983 and 2.4 in 1982. The company main-
tains close control over receivables and inventories. Funds
provided from operations continue to be the company’s major
source of working capital requirements. In 1984, $260 million
of working capital was provided by operations, $171 million in
1983, and $173 million in 1982. In January 1984, the com-
pany issued $75 million of 12.65% 30-year Sinking Fund De-
bentures and, in October 1984, issued $20.7 million of
1072-10%% long-term Pollution Control Revenue Bonds.
Capital expenditures reached a record level of $298 million in
1984, compared with $187 million in 1983, and $169 million
in 1982. At October 31, 1984, the estimated cost to complete
all authorized capital projects was $340 million. Over the next
four years, the company expects to make capital investments
approximating $1.3 billion to complete its new corporate
growth program. Internally generated funds will provide a
major source of capital for this growth program.

The company’s strong financial position provides a high
degree of financing flexibility to support the company’s
growth program. At October 31, 1984, the ratio of debt to
capitalization was 31%, as compared with 29% in 1983 and
27% in 1982. This low ratio, in addition to our strong financial
position, permits the company to pursue financing oppor-
tunities when conditions are favorable. The company has
filed a shelf registration statement covering $75 million of
debt securities. In addition, the company maintains a $300
million revolving credit and term loan agreement with several
banks and has access to an additional $50 million of bank
credit lines. There were no borrowings under any of these
arrangements.

Impact of inflation. Note O to the financial statements con-
tains disclosures on the effects of inflation and changing
prices on the company’s operations determined by the cur-
rent cost methodology.

Analysis of operations. Sales were at a record level of
$1,766 million, an increase of $273 million, or 18%, over
sales in 1983, and reflected approximately equal increases in
the volume of shipments and improvements in price and
product mix. Gross profit margin was 21%, compared with
17% for 1983. Cost of products sold increased 13% due
primarily to a higher level of shipments as demand for com-
pany products strengthened. Depreciation and amortization
increased 13% as a result of the company’s rising capital in-
vestments over the past several years. The increase in interest
expense resulted from the issuance of $75 million of deben-
tures in January, partially offset by higher interest capitaliza-
tion associated with the record level of capital expenditures.
Other income reflected an increase in interest income and
lower foreign currency conversion losses, offset by a $10
million charge in the third quarter to provide for the displace-
ment of assets that do not form part of the future strength of
the company. The income tax provision was reduced by $12
million as a result of recent tax legislation which no longer
requires taxes on accumulated DISC income. This release,

partially offset by higher pretax income combined with a con-
sistent level of investment tax credits, resulted in a lower
effective tax rate in 1984 compared to 1983. The net effect of
the release of deferred taxes offset by the provision for dis-
placement of assets added $.25 to earnings per share in
1984.

Fiscal year 1983. Sales for the year were $1.5 billion, an
increase of 3% over last year, reflecting a higher volume of
shipments resulting from improvements in the level of eco-
nomic activity in the United States, partially offset by declines
in price and product mix. Gross profit margin was 17%, com-
pared with 16% for 1982. Increased product demand enabled
the company to utilize its productive capacity more efficiently
thereby reducing unit costs. The small increase in cost of
products sold reflects higher volume of shipments offset by
decreases in certain material and operating costs. Deprecia-
tion increased 11%, as additional capital projects became
operational. Interest expense increased $5.2 million, as a
result of issuing the $75 million of debentures in November
1982, partially offset by increased interest capitalization as-
sociated with the record level of capital expenditures. Other
income decreased due to foreign currency conversion losses
which included the effects of a maxi devaluation of the Brazi-
lian currency in February 1983 and reduced gains from sales
of timberlands, partially offset by higher interest income. Net
income from foreign operations located in Brazil was ad-
versely impacted by the severe economic and monetary
pressures affecting the Brazilian economy.

Fiscal year 1982. Sales for the year were down 7%, reflect-
ing lower volume of shipments due to the continued low level
of economic activity in the United States. Gross profit margin
was 16%, compared with 19% for 1981, reflecting the effect
of a lower volume of production. Depreciation increased 13%
as additional capital projects became operational. Interest
expense declined, reflecting a somewhat higher level of
interest capitalization due to the record level of capital ex-
penditures. Selling, research, and administrative expenses
increased 7%, reflecting increases in salaries and benefits
and planned increases in research activities. Other income
decreased as a result of lower interest income and foreign
currency conversion losses. This was partially offset by gains
from sales of timberlands no longer required. The income tax
provision decreased $40 million due to lower pretax earnings
and higher investment, energy, and research and develop-
ment tax credits, resulting in a lower effective tax rate.

Fourth quarter results. Sales in the fourth quarter of 1984
were $459 million, an increase of 9%, a new record, from
sales of $421 million for the corresponding quarter a year
ago. Fourth quarter earnings were $41.2 million, or $1.45 per
share, also a new record, compared with earnings of $29.0
million, or $1.05 per share, in the fourth quarter of 1983.

Dividend reinvestment plan. At year-end, 7,290 share-
holders, including members of the company’s Savings and
Investment Plan, representing 4,866,600 shares of Westvaco
common stock, were participants in the company’s Dividend
Reinvestment Plan. Under the plan, established in 1973, all
or a portion of the dividends accruing to the participants may
be used to purchase additional Westvaco shares. The partic-
ipants may also invest as much as $5,000 per quarter in cash
for the purchase of additional Westvaco shares. Stock pur-
chases made under this plan are free of commissions and
other service charges to the shareholder.

Number of shareholders. At year-end, the number of indi-
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viduals and institutions owning Westvaco common shares
was about 16,480. This number includes 4,960 salaried em-
ployees who are shareholders by virtue of their participation
in the company's Savings and Investment Plan. The plan,
established in 1968, holds 4,020,142 shares of Westvaco
common stock for the account of participating salaried em-
ployees. This represents 14.1% of the 28,527,832 shares of
common stock outstanding.

Payroll and benefit costs. The total cost of payroll and
benefits was $488 million, compared with $457 million in
1983. These amounts included $29.2 million provided in
1984 and $34.6 million provided in 1983 for company pen-
sion and retirement plans. The totals also include $26.0 mil-
lion in Social Security taxes in 1984 and $23.1 million in
1983. Payroll costs were 28% of sales in 1984 and 31% in
1983. Sales per employee have increased 53% in the last
five years. In 1979, they stood at $77,088, rising to $118,066
in 1984.

SEGMENT INFORMATION

Effective for fiscal years beginning after December 15,
1976, FASB Statement of Financial Accounting Standards
No. 14 requires that financial statements presented in con-
formity with generally accepted accounting principles include
specified information relating to a reporting entity’s: opera-
tions in different industries, foreign operations and export
sales, and major customers. SFAS No. 14 describes the in-
formation to be presented and the formats for presenting
such information. FASB Statement of Financial Accounting
Standards No. 21, issued in April 1978, amends SFAS No.
14 by stating that the requirements of SFAS No. 74 do not
apply to nonpublic enterprises. .

Table 1-3 shows the type of segment information most
frequently presented as an integral part of the 1984 financial
statements of the survey companies.

TABLE 1-3: SEGMENT INFORMATION

Number of Companies
. 1984 1983 1982 1981
Industry segments

Revenue .................. 45 457 456 457
Operating income or loss 398 408 406 400
Identifiable assets ........ 444 453 452 450
Depreciation expense .... 438 448 451 448
Capital expenditures...... 434 41 444 44)
Geographic areas
Revenue .................. 207 214 219 211
Operating income or loss 165 166 167 162
Identifiable assets ........ 204 203 212 202
Depreciation expense .... 13 15 15 15
Capital expenditures...... 16 16 18 19
Export sales.................. n7 133 126 123

Sales to major customers ... 134 127 19 113

industry Segments
ARMADA CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

10. Business Segments

The Company considers its activities to comprise two
segments: (1) manufacture of custom quality alloy products,
and (2) manufacture, distribution and installation of automo-
tive exhaust products. Summary data for 1984, 1983 and
1982 appears in the following tabulation:

Specialty Consoli-
Alloys  Exhaust Corporate dated
1984
($000)
Sales....ccovvnveiiiiinnennnns $52,585 $16,808 $69,393
Operating income (loss)..... 6,075 (1,600) $(1,057) 3,418
Identifiable assets ........... 39,462 19,210 1,020 59,692
Capital expenditures......... 4,142 1,74 52 5,908
Depreciation and amortiza-
L1101 PPN 1,665 781 23 2,469
1983
($000)
Sales...cooveuiiiiiiiiininnens $43,648 $14,701 $58,349
Operating income (loss)...... 4,090 (1,070) $(1,201) 1,819
Identifiable assets ........... 38,334 14,499 2,041 54,874
Capital expenditures......... 2,092 1,005 23 3,120
Depreciation and amortiza-
L1111 IO 1,689 698 23 2,410
1982
($000)
Sales..cocovvnineiiiiininennnns $40,316 $12,280 $52,596
Operating income (loss)..... 3,578 (2,210) $ (973) 395
Identifiable assets ........... 36,009 11,348 3,656 51,013
Capital expenditures......... 2,601 5,124 4 7,729
Depreciation and amortiza-
HON. e 1,683 654 36 2,373

In the specialty alloy group one customer accounted for
approximately 12 percent, 15 percent and 12 percent of con-
solidated sales in 1984, 1983 and 1982, respectively.
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NOTES TO FINANCIAL STATEMENTS

(Dollars in millions except per share amounts)

Note 11. Segment Financial Data

Net sales 1984

1983

1982
Research, development 1984
and engineering 1983
expense 1982
Depreciation, 1984
depletion and 1983
amortization 1982
Income from 1984
operations 1983

1982
Income from continuing 1984
operations (4) 1983

1982
Capital 1984
expenditures 1983

1982
Identifiable 1984
assefs 1983

1982

Aerospace

$1,807
1,603
48

118
N4

1

33
22
1
212
152
103
81
M
90
73
2
1,126
909
22
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Automotive
$2,630
2,370

298

90

82

8

59
45
13
310
203
6

129
80
2

13
86
1

1,623
1,729
163

Intersegment sales approximate market and are not significant.
(1) The “Corporate and Unallocated” column includes amounts for businesses sold, nonrecurring and corporate items.
(2) Sales to the United States Government and its agencies, mainly for the aerospace segment, were $850 and $815 million in 1984 and 1983,

respectively.

Industrial Corporate

and 0Oil and and
Chemical  Technology Gas Unallocatedn) Total
$2,433 $1,768 $2,072 $ 24 $10,7342
2,337 1,585 1,989 15 9,899
2,143 1,272 1,992 140 5,893
79 60 — 79 4263
67 49 — A 3833
76 34 — 58 177
124 55 180 n 462
137 54 189 8 455
17 45 176 10 362
23 61 756 (228) 1,342
224 (48) 724 (154) 1,101
132 7) 803 27) 807
16 9 210 (80) 487
107 (55) 179 56 448
66 (24) 213 25 281
131 88 427 29 878
112 55 224 57 607
162 55 249 45 524
1,345 1,580 1,916 599¢s) 8,189
1,299 1,527 1,562 621(5) 7,647
1,439 1,154 1,626 1,868s) 6,272

(3) Engineering activities totaled $131 and $114 million for 1984 and 1983, respectively.
(4) An inferest charge is made by corporate to the segments on the basis of relative investment and taxes on income are generally included in the

segments which gave rise to the tax effects.

(5) Includes investments in Bendix and Martin Marietta of $1,194 million for 1982, assets of discontinued operations of $87, $254 and $292
million, and Corporate assets of $584, $382 and $356 million for each of the respective years.

BAUSCH & LOMB INCORPORATED

NOTES TO FINANCIAL STATEMENTS

Industry Segment and Geographic Information

The business segments of the company are defined as
Professional Eye Care Products, Health Care & Consumer
Products and Biomedical & Scientific Products.

The Professional Eye Care Products segment manufac-
tures and sells contact lenses and materials, ophthalmic sur-
gical and diagnostic products and computerized office man-
agement systems.

Operations within the Health Care & Consumer Products
segment include the production and sale of contact lens care
solutions and accessories, general eye care solutions,
sunglasses, binoculars, riflescopes, telescopes and mag-
nifiers.

Products manufactured and sold by the Biomedical & Sci-
entific Products segment include laboratory animals, princi-
pally rats, mice and guinea pigs, specially bred for use in
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biomedical research; microscopes and photogrammetry
products.

Products are transferred between geographic areas on a
basis intended to reflect as nearly as possible the market
value of the products.

Operating earnings by business segment and by geo-
graphic area are defined as sales less operating costs and
expenses.

Identifiable assets are those assets used in the operations
of each business segment or geographic area or which are
allocated when used jointly. Corporate assets are principally
cash, marketable securities and certain property, plant and
equipment.

The following tables show sales, operating earnings and
other financial information by industry segment and geo-
graphic area for the years 1984, 1983 and 1982.

Industry Segment

Professional
Eye Care
Dollar Amounts in Thousands Products
1984
SUlBS . ettt $173,853
Operating EQrnings...........coeeiiviniiiniiiiiiiieeeeiene, 51,614
Depreciation.........ocvvivvriiiinini et 4,272
Identifiable Assets..........cc.coovviiiiiiiniiiiiiiiienes 107,310
Capital Expenditures................coevevviiieiniinininiennen, 9,002
1983
SOlES e $147,854
Operating Earnings..........o.vveiiiieiiiniiieriiiiiianns 46,083
Depreciation...........ooiivniiiiiiiiii e 3,765
Identifiable Assets..........cccoeiviiiiiiiiiiiiiiiiiiens 92,091
Capital EXpenditures...........ooueeinieiinieeiiieieieenenans 4,246
1982
SalBS et $132,520
Operating EQrnings...........cccoeeeirviiiniinieiieeieeeanenns, 49,204
Depreciation.........ocvvveiniiiiiieiiiii et 3,200
Identifiable AsSets ..........oovvuviiiiiniiiiieieiiiiieeeaaees 84,899
Capital Expenditures...........cccvveiieeininieniniennenenans, 2,039

Health Care &
Consumer
Products

$267,208
47,985
6,506
204,001
5,777

$244,845
38,080
4,543
190,271
11,329

$214,39N
38,910
4,511
172,370
21,344

*Includes items relating to the discontinuance of the industrial instruments business.

Geographic Area

Dollar Amounts in Thousands

1984

Sales to Unaffiliated Customers ........oovuivieeeiviiiiiiiiiinirreieneeeenenensn
Inter-Area Sales to Affiliates ........c.c.oevvriiiiiiieii e
Operating Earnings. ........oeviuerinieiinieiiiereienrreenerrrereeernanreenenenens
Identifiable ASSETS ........vvveeeiiniririiririieeerei e ra e reeeeaeaes

1983

Sales to Unaffiliated Customers ..........ouivviiiiiiiiiiii i eeeeeeeneanens
Inter-Area Sales to AFfiliates .........ccoveiiieieiiii e
Operating Earmings. . .....ouceeviieniinieniiirenirierienenenneeraenenernrneiananns
Identifigble ASSEtS ........vvininiiiiiiiii e

1982

Sales to Unaffiliated CUSIOMErsS .........ouvieeniiiiiiiieeiieeerieeieeenaanes
Inter-Area Sales 10 Affiliates .........ovoiniireiiiii e
Operating EQrnings. .........o.oeininen ettt
Identifiable ASSES .........cvriniiiitiiii e es

United States

$402,635
35,758
73,174
397,950

$356,647
38,686
60,202
423,827

$321,182
29,496
62,455
388,580

Biomedical
Scientific
Products

$ 92,497
17,505
5,195
98,546
11,180

$ 84,588
13,035
4,137
84,167
4,604

$ 85,720
7,293
4,443

74,823
10,446

Europe

$ 61,616
35,895
35,743

120,808

$ 56,078
30,17
32,257
85,329

$ 52,511
22,375
27,136
87,474

Corporate
and Other

$ —
801
156,838"
7,376

$ —
879
186,881"
5,727*

$ —
635
190,672*
10,009*

Other
International

$ 69,307
87
8,187
47,937

$ 64,562
400
4,739
44,254

$ 58,938
269
5,816
46,710

Consolidated

$533,558
117,104
16,775
566,695
33,335

$477,287
97.198
13,324
553,410
25,906

$432,631
95,407
12,789
522,764
43,838

Consolidated

$533,558
72,524
117,104
566,695

$477,287
69,257
97,198
553,410

$432,631
52,140
95,407
522,764
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REXNORD INC.

BUSINESS SEGMENT INFORMATION
(Millions of Dollars)

The company operates in the production and sale of prod-
ucts in four major segments: Power Transmission Compo-
nents, Specialty Fasteners, Process Controls and Instru-
mentation and Process Equipment. Additional information on
these segments is contained on pages 6 to 10 of this Annual
Report.

The composition of business segments has been revised
in 1984 to reflect three acquisitions of product lines in the
fields of process controls and instrumentation. Accordingly, a
fourth business segment has been identified for these prod-
uct lines and existing similar businesses. Prior year segment
data has been restated for the effect of this change.

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

Export sales included in the United States sales approxi-
mated $57.1, $56.5 and $70.9 in 1984, 1983 and 1982, re-
spectively.

Operating Results by Business Segment

1984 1983 1982

NET SALES

Power Transmission Components....... 377 288 363
Specialty Fasteners...................... 216 181 155
Process Controls and Instrumentation.. 60 36 36
Process Equipment....................... 278 298 302
Divested Businesses..................... — n 95
Eliminations...............coevvvneneennn. (10) ©)] (14)

OPERATING INCOME

Power Transmission Components....... 59.5 19.2 42.4
Specialty Fasteners...................... 19.9 14.9 13.5
Process Controls and Instrumentation.. 2.6 2.3 3.5
Process Equipment....................... 6.3 8.6 12.1
Divested Businesses..................... (.5) 4.0 (5.1)
Operating Income..................c..... 87.8 49.0 66.4
Interest Expense .............cccceuee.... (21.7) (18.5) (24.4)
General Corporate Expense............. (19.1) (21.2) (23.0)
Foreign Currency Adjustments.......... (2.6) (3.8) (2.5)
(011 S (1.6) 9 (.3)
Income Before Taxes.................... 42.8 4.6 16.2
1984 1983 1982
ASSETS
Power Transmission Components....... 323 258 279
Specialty Fasteners...................... 135 120 110
Process Controls and Instrumentation.. 98 32 32
Process Equipment....................... 161 161 185
Divested Business ............cc.cene... 15 10 74
Identifiable Assets....................... 732 581 680
Investment in Affiliates.................. 16 15 15
Other Corporate Assets ................. 114 112 62

862 708 757

CAPITAL EXPENDITURES

Power Transmission Components.......
Specialty Fasteners......................
Pracess Controls and Instrumentation..
Process Equipment................ceeute.
Divested Businesses.....................
Corporate .......c.oeceeeiurerenencennnns

DEPRECIATION & AMORTIZATION

Power Transmission Components.......
Specialty Fasteners......................
Process Controls and Instrumentation. .
Process Equipment.................ceeee.
Divested Businesses.....................
Corporate .........coeuveereiininiininnens

Geographic Segment Information

NET SALES

OPERATING INCOME
United States........ccceeevvveeieenenn..

ASSETS
United States.........cccoevveeeennnnnne.

Identifiable Assets.......................
Corporate Assets ...............cceeenee.

1984

752

21
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GEORGIA PACIFIC CORPORATION

NOTES TO FINANCIAL STATEMENTS

Note 4. Industry Segment Information

The Corporation’s primary operations were historically in
the building products, pulp, paper and chemical business
which were reported in three segments: (1) Building prod-
ucts, which included the manufacture and distribution of
plywood and specialties (particleboard, oriented strand
board, etc.), lumber and gypsum products; (2) Pulp and pa-
per, which included the manufacture and distribution of con-
tainers and packaging, printing and specialty products
(labels, office products, etc.), tissue and market pulp; (3)
Chemicals, which included various chemical products man-
ufactured for internal use and external distribution.

As described in Note 3, the Corporation is disposing of
certain lines of business. The chemical operations being sold
are reported as discontinued operations in 1984. Those
chemical operations being retained are included in building
products, pulp and paper or other operations, as appropriate,
for 1984. The effect in 1984 of the retained chemical opera-
tions was to increase operating profits for building products
$32 million, pulp and paper $1 million and other operations
$14 million.

The Corporation’s industry segment information for 1983
and 1982 has been restated to conform with the 1984 presen-
tation. Operating profits for 1983 and 1982, respectively,
have been increased (decreased) by the following amounts:
building products $30 million and $23 million, pulp and paper
$(1) million and $(5) million, other operations $9 million and
$15 million, unusual items $(17) million and $3 million and
income taxes $13 million and $9 million.

The Corporation recorded write-downs of certain assets to
net realizable value of $135 million in 1983 and $30 million in
1982 (Note 2). These amounts have not been included in
segment operating profits but are reported as unusual items.
If these write-downs had been included in the segment detail,
operating profits in 1983 would have been reduced by $77
million in the building products segment and $58 million in the
pulp and paper segment, while 1982 operating profits
(losses) would have been reduced by the following amounts:
building products $8 million, pulp and paper $3 million, other
operations $7 million and general corporate $12 million.
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Sales to Inter-

Unoffiliated Segment

(Millions) Customers Sales
Building products ...................... $4,452 $ 4
Pulp and paper..........cccoveenenenen. 2,1 52
Other operations....................... 19 6
6,682 102

Eliminations and adjustments
Intersegment sales.................. — (240)
Timber and timberlands............. — —
Unusual item (Note 2).............. — —
General corporate .................. — —
Interest expense.................... — —
Income taxes.............coeuvenenne. — —

Continuing operations ................. 6,682 (138)
Discontinued operations, net ......... 446 138
Total .oeoneiiiiniiieniannne, $7,128 $ —
Building products ...................... $4,143 $ 37
Pulp and paper...........ccceeeneenen... 1,768 50
Other operations....................... 129 7
6,040 94

Eliminations and adjustments
Intersegment sales.................. — (165)
Timber and timberlands............. — —
Unusual items (Note 2)............. — —
General corporate .................. — —
Interest expense.................... - —
Income taxes...........ceevenennnn. — —

Continuing operations ................. 6,040 (7)
Discontinued operations, net ......... 429 n
Total ouenenieiiiiies $6,469 $ —
Building products ...................... $3,186 $ 39
Pulp and paper......................... 1,687 42
Other operations....................... 130 6
5,003 87

Eliminations and adjustments
Intersegment sdles.................. — (140)
Timber and timberlands ............ — —
Unusual items (Note 2)............. — —
General corporate .................. — —
Interest expense.................... — —_
Income taxes...................nen.. — —

Continuing operations ................. 5,003 (53)
Discontinued operations, net ......... 399 53
Total cooveniieiiiiiiiens $5,402 $ —

Operating profits (losses) in 1982 are before extraordinary
items and accounting change.

Intersegment sales are recorded at estimated fair market
values and income on such sales is included in operating
profits (losses).

Logs and residual fibers are included at cost in the operat-
ing profits of the various manufacturing facilities.

Intersegment sales and assets for timber and timberlands
have not been allocated to industry segments because they
are managed jointly to supply raw materials to both forest
products segments.

Operating Deprecia- Capital
Total Profits tion and Expendi-

Revenues (Losses) Depletion tures Assets
Year ended December 31, 1984

$4,496 $379 $144 $137 $1,535

2,163 202 123 402 1,982

125 20 6 7 80

6,784 601 273 546 3,597

(240) — — —_ —

— —_ —_ 135 840

_ 19 _ — —_

— (68) 9 29 190

— (156) —_ —_ —

— (143) — — —

6,544 253 282 710 4,627

584 (139 79 33 158

$7,128 $119 $361 $743 $4,785
Year ended December 31, 1983

$4,180 $354 $168 $ 60 $1,467

1,818 Al 112 51 1,572

136 13 3 5 90

6,134 438 283 116 3,129

(165) — — — —

—_ —_ — 62 753

— (135) — —

— 39) 6 10 197

— (157) — _ —

— (32 — — —

5,969 75 289 188 4,079

500 30 82 83 653

$6,469 $105 $371 $271 $4,732
Year ended December 31, 1982

$3,225 $136 $142 $ 65 $1,560

1,729 44 110 64 1,596

136 32 14 9 118

5,090 212 266 138 3,274

(140) — — — —

— — — 43 748

_ 49 _ _

— (49) 9 26 246

—_ (186) — — —

_ 6) _ _ —

4,950 20 275 207 4,268

452 32 68 70 651

$5,402 $ 52 $343 $277 $4,919

Sales to foreign markets were less than 10% of total sales
to unaffiliated customers in 1982 through 1984, and no single
customer accounted for more than 10% of sales to unaf-
filiated customers.



24

Foreign Operations

THE BLACK AND DECKER MANUFACTURING
COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

($000)

Note 13: Business Segment and Geographic Areas

The Company operates in one business segment—the
manufacture, sale and service of a wide range of power tools,
household products and other labor-saving devices, includ-
ing accessories and attachments for these products, gener-
ally used in homes and home workshops, for lawn care, in
manufacturing and construction industries, in automotive
servicing, in service and maintenance trades and on farms.

In the following table, the United States includes all domes-
tic operations and the intercompany manufacturing facility in
Singapore which manufactures products exclusively for sale
in the United States. Europe includes subsidiaries located in
Western Europe, the Middle East and Africa. Other includes
subsidiaries located in Canada, Latin America, Australasia
and the Far East

Section 1: General

United Corporate &

1984 States Europe Other Eliminations Consolidated
Sales to unaffiliated customers.............cccccvvuveeniinnnnn.. $870,233 $477,463 $185,187 $ — $1,532,883
Sales and transfers between geographic areas............... 54,357 21,559 39,204 (115,120) —
Total SAlES.....vvvninininieii s $924,590 $499,022 $224,3N $(115,120) $1,532,883
Earnings from continuing operations before restructuring

costs and INCOME tAXES ......oeuvvrerininrininiieneinennnans $ 87,827 $ 47,966 $ 9,557 $ (4,546) $ 140,804
Earnings from continuing operations ........................... $ 51,780 $ 30,282 $ 6,728 $ 6,614 $ 95,404
Identifiable asSets ..........oovvvviiiieiiiiieiieens $888,489 $325,522 $255,207 $ 4,230 $1,473,448
1983
Sales to unaffiliated customers.................ccoveuvenenines $536,931 $509,169 $121,652 — $1,167,752
Sales and fransfers between geographic areas................ 33,896 11,204 17,624 (62,724) —
Total SAlES.....oneeininieieitiie e $570,827 $520,373 $139,276 $ (62,724) $1,167,752
Earnings from continuing operations before restructuring

costs and INCOME 1AXES .......cuenerrrereniiereninininennes $ 50,868 $ 54,815 $ (3,068) $ (16,477) $ 86,138
Earnings from continuing operations ................c..ocu.e.. $ 24,685 $ 12,339 $ (5,028) $ (3,845) $ 28,151
Identifiable asSets ..........ccoeviiiiiiiiiiiiee $399,341 $381,159 $110,717 $ 94141 $ 985,358
1982
Sales to unaffiliated customers...........c..oevvveniiinennnnn. $454,040 $536,189 $170,004 — $1,160,233
Sales and transfers between geographic areas................ 46,428 6,528 14,877 (67,833) —
Total SAlES. .. .ot $500,468 $542,717 $184,881 $ (67,833) $1,160,233
Earnings from continuing operations before restructuring

costs and INCOME tAXES .......covinvineiniiineiniininninnnn.. $ 31,675 $ 53,035 $ (1,094) $ (17,851) $ 65,765
Earnings from continuing operations .............c..ccc.euenne. $ 15,719 $ 30,645 $ (4,283) $ (1,400) $ 40,681
Identifiable assets .........c.oevviiiiiiiiii $363,031 $404,527 $125,342 $ 102,429 $ 995,329

Transfers between geographic areas are accounted for at
cost plus a reasonable profit. Identifiable assets for the geo-
graphic areas are those assets identified with the operations
in each area. Corporate assets consist principally of cash and
marketable securities, prepaid and sundry items, intangible
assets, and, additionally for 1982, assets of discontinued op-
erations.

Eliminations include amounts for inter-area sales, ac-
counts receivable, income and goods in transit. Net equity of
subsidiaries located outside the United States was $415,797
at September 30, 1984, $334,932 at September 25, 1983
and $338,903 at September 26, 1982. Undistributed retained
eamings of these subsidiaries amounted to $295,341 at Sep-
tember 30, 1984.
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BURNDY CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(Dollars in thousands except per share data)

Note 2. Business Segments and Foreign Operations

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

Sales by geographic area for the years ended December
31, 1984, 1983 and 1982 are as follows:

Sales

To outside To

customers dffiliates Total
1984
United States................. $146,639 $ 10,039 $156,678
Europe ....coceveniiiieninnne. 53,759 4,100 57,859
Canada and Austrdlia........ 19,805 — 19,805
Central and South America . 11,613 — 11,613
Eliminations................... — (13,575) (13,575)
Consolidated.................. $231,816 $ 564  $232,380
1983
United States................. $130,120 $ 6,146 $136,266
Europe ....covveeiiivnininnnn. 51,962 1,647 53,609
Canada and Australia........ 19,444 —_ 19,444
Central and South America . 9,269 — 9,269
Eliminations................... — (7,079) (7,079)
Consolidated.................. $210,795 $ 714 $211,509
1982
United States................. $130,914 $ 6,507 $137,40
[30]40) - 51,273 565 51,838
Canada and Australia........ 22,530 — 22,530
Central and South America . 21,134 — 21,134
Eliminations................... — (6,514) (6,514)
Consolidated.................. $225,851 $ 558  $226,409

Identifiable assets by geographic area are as follows:

December 31,

1984 1983 1982
United States................. $148,774 $127,890 $134,924
Europe ...ccooevviiiiniiinenns 68,765 63,396 70,647
Canada and Australia........ 14,029 13,110 13,996
Central and South America . 12,448 11,503 15,166
Eliminations................... (23,280) (22,990) (40,723)
220,736 192,909 194,010

Investment in and advances

to an unconsolidated

affiliate .................... 6,111 5,310 3,865
Corporate assefs............. 1,390 2,482 1,457
Consolidated.................. $228,237 $200,701  $199,332

Operating earnings by geographic area are as follows:

Year ended December 31,

1984 1983 1982
United States................. $25,239 $18,202 $19,384
EUrope ...ceeenvneienininnnn. 6,139 4,546 5,808
Canada and Austradlia........ 1,701 1,374 2,191
Central and South America . 2,262 110 3,787
35,341 24,232 31,170

Less:

General corporate ex-

PENSES ..eovvennrennnnnn 6,615 4,084 5,302
Consolidated.................. $28,726 $20,148 $25,868

In accordance with Statement of Financial Accounting.
Standards No. 52 for certain foreign operations, all balance
sheet accounts are translated at the current exchange rate
and earnings statement items are translated at the average
exchange rate for the year; resulting translation adjustments
are made directly to a separate component of shareowners’
equity. Certain other adjustments continue to be reported in
earnings which resulted in losses of $1,033 in 1984, $2,327
in 1983 and $3,761 in 1982.

NCR CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11-Industry and Geographic Area Information

Industry Segment Data

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

Geographic Area Data

Corporate assets are principally cash and short-term in-
vestments. Transfers between geographic areas are at com-
petitively driven market-based prices. The method followed in
developing this information requires the use of estimation
techniques and does not take into account the extent to
which NCR'’s product development, manufacturing, market-
ing and management skills depend upon each other. Thus,
the information may not be indicative of the extent to which
each of the geographical areas contributed to NCR’s consoli-
dated operating results.
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1984 1983 1982
(In thousands)
Revenue

United States—customer. $2,255,573 $2,013,212 $1,789,077
Intercompany........... 322,567 262,071 256,039
2,578,140 2,275,283 2,045,116
Europe—customer ....... 854,105 841,582 864,665
Intercompany .......... 57,397 56,333 27,635
911,502 897,915 892,300

Pacific (Australasia, Far

East and Canada)—

customer ............... 622,725 552,496 542,403
Intercompany .......... 93,492 100,597 64,017
6,217 653,093 606,420
Other—customer ........ 341,924 323,661 330,072
Intercompany .......... 3,077 4,320 18,546
345,001 327,981 348,618
Intercompany eliminations  (476,533)  (423,321)  (366,237)

Consolidated revenve.. "$4,074,327 $3,730,951 $3,526,217
Operating Income

United States.............. $ 316,464 $ 329,577 $ 215,880
Europe ......ocevveinnnnn 97,655 107,774 130,259
Pacific .....ovevinininnnn 127,87 90,304 80,424
Other.........cccvvneninenn, 46,442 37,355 20,735
Intercompany adjustments 10,365 (10,007) 16,882
Consolidated operating
income............... 598,797 555,003 464,180
Non-allocable interest and
general corporate ex-
Penses ...........ceuenes 37,357 31,938 34,369
Consolidated income
before taxes ........ $ 561,440 $ 523,065 $ 429,811
Identifiable Assets
United States.............. $1,868,462 $1,690,097 $1,593,247
Europe .....cvvveninnnn, 584,481 629,674 613,107
Pacific .....ovveeninennen 347,014 425,898 416,144
Other.......oeevivennnnnn. 247,424 274,530 309,451
Intercompany adjustments  (242,351)  (219,592) (194,760)

Consolidated identifi-

able assefs.......... 2,805,030 2,800,607 2,737,189

Corporate assets....... 784,102 759,695 635,857
Consolidated total as-
SetS i, $3,589,132 $3,560,302 $3,373,046

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

NCR's net investment in international operations was
$819,400,000 at December 31, 1984, $846,500,000 at De-
cember 31, 1983 and $820,600,000 at December 31, 1982.

Major Customers

CBI INDUSTRIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

19 (In Part): Operations by Business Segment and Geo-
graphic Area

CBI has three major business segments:

Contracting Services; Industrial Gases and Investments.
These business segments are more fully described on the
inside front cover of this Annual Report.

CBI operates in the following geographic areas:

United States; Western Hemisphere (outside of United
States); and Eastern Hemisphere. Transactions between
companies in the same or different geographic areas are
recorded on the same basis as transactions with unrelated
customers.

One customer accounted for 15% of revenues in 1984 and
two customers individually accounted for 13% and 11% in
1982. No customer accounted for more than 10% of reve-
nues in 1983. Export sales, to unrelated customers outside of
the United States, were less than 10% of revenues in each
period reported.

MACRODYNE INDUSTRIES, INC.

NOTES TO FINANCIAL STATEMENTS

Note 13—Business Segment Information

The Company’s operations are in one industry, the man-
ufacture of precision forged, machined, and assembled parts
principally for the aerospace industry.

Customers which accounted for 10% or more of the Com-
pany’s sales and total export sales were:

Fiscal Years Ended in
1984 1983 1982
General Electric Com-

Pany ..eeneneenennn.. $9,251,000 $12,682,000 $17,471,000
Rockwell International
Corporation.......... $4,931,000 $ 6,795,000 $ 4,922,000

$2,600,000 $ 3,426,000 $ 4,410,000
$1,057,000 $ 8,192,000 $ 2,881,000
$2,117,000 $ 1,454,000 $ 2,677,000
$2,529,000 $ 1,683,000 $ 3,986,000

Bendix Corporation....
Ex-Cell-O Corporation .
SNECMA................
Export sales............

At the end of fiscal 1984, the amount of Ex-Cell-O orders in
the backlog was minimal. While the Company continues to
respond to their requests for quotation, there is no assurance
that the Company will receive additional orders.

The sales to Rockwell International Corporation were
primarily made by PFC and are expected to be minimal in the
near future.
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ARVIN INDUSTRIES, INC.

NOTES TO FINANCIAL STATEMENTS

Note 17—Business Segments:

The Company is engaged in the manufacture and sale of a
broad range of products and services. Representative prod-
ucts and services by major market category are described on
pages 16 and 17 of this report.

27

Selected Financial Information by Business Segments: :
1984 1983 1982
Net Sales:
AUTOMOTIVE ©.eniriniiiii ettt ie e e st e et e et e e rae e et tesn s sasanererenes $408,269 $338,276 $281,178
Consumer APPlIANCES - ...neeeereee e e e s e eaas 225,983 136,397 119,716
Government and UHIIHES ........oeneein e 94,512 84,069 77,800
Commercial and industrial .........cooiniiiiiiiiiii e 53,222 41,863 35,21
Total NEE SAIES ....eniniie it a e $781,986 $600,605 $513,905
Income From Operations:
AUTOMONIVE ..o eeeeeee et e e e et ene et s aen st sne s sae s saaneasrneanaass $ 41,392 $ 29,869 $ 17,602
CONSUMET APPHANCES «...vvenrieneniee v et ettt eaen et ea e e e teteansaeneas 15,984 5,606 6,599
Government and UHHHES .......oeueniiiiieiiiie et 4,986 3,245 1,476
Commercial and jndustrial ............coooiiiiiiiiiii 4,014 3,181 2,594
Total income from OpPerations. ...........cocuveuirieiieiiiiiiniiiiiiiin e eeaes $ 66,376 $ 41,901 $ 28,27
Less:
General COrPOrate @XPENSES ... ..ueuerinenireneeneneeeteeneieeneneenenesaraenratrerersienees 4,887 3,260 1,403
TS BXPENSE .. eu ettt ieeee v e et s e e e eae e e eaeneea et te e nene 7.801 7,960 8,356
Total earnings before INCOME tAXES.........eveeuiurenieiiii e $ 53,688 $ 30,681 $ 18,512
identifiable Assets:
AUTOMOTIVE ...ttt e e e et et et e e e e eie b es et eneasaaeaes $173,063 $162,243 $147,048
Consumer apPlIaNCES ......eninineein it 98,272 77,755 79,479
Government and UHIHES ........iviei i e e et 22,375 18,724 18,225
Commercial and industrial ..........c.ocviiiiiiiiii e 32,438 28,101 26,830
Total identifiable ASSETS........ociuiiiiiiiii i 326,148 286,823 271,582
General COTPOrTIE™ ... ..ttt e et e et et e v eneneea e e eneneasnenanranraaas 28,307 41,232 38,629
TOTAl ASSETS ... eineiei et e e et ie e et e e e a e e et ea it aeaes $354,455 $328,055 $310,21
Depreciation and Amortization:
AUTOMOTIVE ..ottt e et e e et e e e e n et st e st s et eanraenes $ 9,169 $ 8,816 $ 8,903
Consumer appPliaNCeS .........ouineeiiii e 5,450 4,579 3,243
Government and UtIlHES ......euverininiiiiiiiiii e 949 761 950
Commercial and industrial ............ouoiiiiiiiii i 1,487 1,254 976
General COMPOTATE .. e.vnieeeireietieineeerereenrreseneeieneeneeeaneeaenaaeenesnrasesrasensns 13 52 34
Total depreciation and AMOZAHON. .........vvueiiinreiiieieriirencer et eneanes $ 17,068 $ 15,462 $ 14,106
Additions to Property, Plant and Equipment:
AUTOMOTIVE ...oeiiiiti ittt te et e e e et et et eaeaesenenesonensransnenas $ 18,375 $ 8,143 $ 4,460
ConsuMer GPPlIANCES «.....veiii ettt e e e e eee et e e e enensaenaanes 6,670 7,435 24,392
Government and UHIHES .......oeuieiiii e e 1,363 1,376 1,002
Commercial and industrial ..........o.ooiiiiiiiii e 1,122 878 2,379
GENerGl COMPOTAIE ...euvnieiitiieireeitiiieeieieireitenererererererensnenenensnansarraenenraans 43 24) 5
Total capital ddONS ..........coniniriiieii et e e aaane $ 27,573 $ 18,073 $ 32,238
*Consists primarily of cash, temporary investments and prepaid expenses.
Sales between business segments (affiliated customers) Sales to four customers in 1984 and three in both 1983 and
were insignificant and are thus not separately reported. 1982 exceeded 10% of the total net sales and are included in
Foreign operations of the Company were not material and the business segments as follows:

are not separately set forth.
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1984

Per Cent

Business of
Segment Amount Sales
Automotive .....ooeviiiea $115,718 14.8%
AUtOMOtIVE ... 138,786 17.7
Consumer appliances........................ 94,325 12.1
Government and utilities .................... 86,503 1.1
$435,332 55.7%

COLLINS & AIKMAN CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(Dollar amounts in thousands)

8. Business Segments

The Company operates in three business segments; non-
fabricated textile products (i.e., requiring further processing
before use), fabricated textile products and wallcoverings.
Certain information for each segment with respect to opera-
tions and related assets employed is contained in the follow-
ing table. The Company derived 30% in 1984, 24% in 1983
and 21% in 1982 of consolidated revenues (included in the
textile segments) from sales to the transportation industry, a
substantial part of which represents sales to the three largest
U.S. automotive manufacturers, one of which accounted for
more than 10% of revenues in each year.

1983
Per Cent
of
Amount Sales
$111,268 18.5%
95,851 16.0
78,481 13.1
$285,600 47.6%

Fabricated Non-Fabricated ~ Wallcoverings

Textiles
1984
Operations:
Net Sales ..ocoveiniiiiei e $340,570
Operating iNCOME .....ouvuiineneneiieieieieeeereeeneanenass 37,889
General corporate eXpenses...........oc.eeueueerereenennnns
Interest, Net......ooeeiiiiiiiiiiiiiiiiiiii e
Income before taxes...........ccoveviiiiiiiiiiiieniinennn,
Assets employed af year-end.............ccociiiiiiiinnn., $149,054
Capital expenditures.............ccocveeiiienererenenireneenennnn, $ 15,581
Depreciation..........cvevuiviiiiiiie e $ 5,155
1983
Operations:
Net Sales ....oveniniii e $244,220
Operating iNCOME ........vuieireininiieieieeneenannnnn. 25,986
General corporate eXpPenses...........c.oveevuevenernnnenns
Interest, Net.....cciiiiiiiiiiiii e,
Income before taxes............ccooiiiiiiiiiiiiiiin,
Assets employed at year-end................ocovviiieninnnnnn. $120,221
Copital expenditures...........ccvveieeniieieiinerieineennnnnn, $ 15,236
Depreciotion........ccvviiiiiiii s $ 4,465
1982
Operations:
Net SAlES ...vneeinenei s $241,688
Operating iNCOME ......vuvvienrieinrinrenrerrenrereneannenn 20,715
General cOrporate @XpPenses .......c.cvevueveveenenennenennens
Interest, net.......cocoeiniiiiiiiiiiriiiiiiiiii e,
Income before taxes.........c.coveeriieiniieniirerineaninn.,
Assets employed at year-end..............ccooiiiiiiininninns, $ 97,059
Capital expenditures............coeeveiiininiiiiniiiieianane. $ 6,895
Depreciation ..........ccociiiiiiiiiiiiiii e $ 5,074

*Intersegment sales of non-fabricated textile products.

$452,815 $164,827
34,526 30,150

$218,661 $108,048
$ 26,922 $ 4,297
$ 10,704 $ 3,080

$335,681 $123,164
10,860 12,503

$183,196 $ 83,143
$ 22,337 $ 2,447
$ 8,912 $ 2,810

$321,184 $121,035
9.51 12,766

$154,786 $ 88,393
$ 7,566 $ 2,455
$ 8,943 $ 2,707

1982

Amount

$ 89,201
75,960

70,421
$235,582

Eliminations™

$(27,677)
(174)

$(20,118)
31

$(14,785)
92

Per Cent
of

Sales
17.3%
14.8

13.7
45.8%

Consolidated

$930,535
102,391
10,433
6,209
85,749
$475,763
$ 46,800
$ 18,939

$682,947
49,380
6,421
4,746
38,213
$386,560
$ 40,020
$ 16,187

$669,122
43,084
4,656
4,791
33,637
$340,238
$ 16,916
$ 16,724
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Export Sales
AMETEK, INC.

NOTES TO FINANCIAL STATEMENTS
8 (In Part): Other Information

Information as to the Company’s business segments is
shown on pages 26 and 27.

FINANCIAL INFORMATION BY SEGMENTS AND EX-
PORT SALES

(in thousands)

Net sales

Electro-mechanical..........ooioiiieiii e e e e e nanas
Process EQUIPMENT.........ueiiniiiiiti ittt e e e eee e e e enaes
Precision INSHUMENES. .........oviniinieiieieeeiiee et e e a e s et e e e e e easaeeaanaanns
Industrial Materials............ouieiiiiiiiiiiiiiie et eree e eeenreeaes e e eaanens

Total conSOlIdatEt1) . .veererienie et ee e aas

Operating profit

Electro-mechanical.........ccouveiminii it eee e et e e r e taaaaeas
Process EQUIPMENT......c.cuiniiniiiiiiiieree et rae e e s renen s enraeneneaasaenenes
Precision INSIUMENTS. ... ..inriin ittt eenie e eetenerereneaeteeeanenenanenenaentenanes
Industrial Materials..........ouvniiiniiiii e ereraser e e reenreaaes

Segment operating Profit(2). .......veuveurenieniiiriirenrineeiiiirerere et
Corporate, administrative, research and net inferest @Xpenses............cevuveevncuneniinenane

INCOME DEfOrE 1AXES. .. uvtieiinii i e e e e e e e e een e enenses

Total @XPOrT SAIES ....eeeeeiieiin i ieiieeie e ettt e e e e e e e ee e e et e nraeaaen

Identifiable assets (Used by each segment at December 31):

Electro-mechanical...........ooiuiiniii e e e e ens
Process EQUIPMENT........cuiinieii ittt et et e te e e e e st st e aae
Precision INSTUMENTS. .....uuieit it eer et e e e e e en s eta e eeneeaeeanees
Industrial MAterials. ... ...cuiuiiniiieiiire e e r e e e e e e e e e e eanaenens

TOtal SEGMBNES . ...t eitiiiiiiiiieet ettt eeeeeneseeeesetensaseseneananreaeeaaaaaeneen
Corporate (Principally cash and equivalents and investments) ...........cc.coeeevvunecnerrennnn.

Total consSOlidated .......oueuiieniiiiiii e r et eree e eee et aenaaan

Additions to property, plant and equipment(s):

Electro-mechanical...........oovvriniiiiiii et eee e aaes
Process EQUIPMENt..........cuuiiiiiiiiiiii it et erer e e e s e sen e et eaneens
Precision INSTIUMENTS. .........oiiiiiitii ittt ee et e ereeneraraearnesaensnneaaenanas
Industrial MAEEFIAIS. ... ...ttt ete e b s e e e s enennananas

Total SEGMENTS ... ..itieeiieiiii it e e r e et e et e e e et e e e et e e e e anes
(000141 STt

Total conSOldAted .......cueeniniiiiiii e e e e e e

Depreciation and amortization:

Electro-mechanical..........coivnieiiniiiii e et a e
Process EQUIPIMENT. .....couiuiiiii i ee et e e er e et eae et en st eaeennseanennan
Precision INSHUMENTS. ... ...ivuiieiiieiii ettt et et e eeneraerneeaesterneerranernns
Industrial Materials...........coeuuiiiiiiiiiiii e e e e

TOMl SEGMENTS......eenrenreriiitiitt et eiierie et ettt et etnereeenesertessernartessarnaanaens
COTPOTAIB .. .. en et e ettt et ettt en e e e eaeaa et tneaetnsasraetsnssnensnernennenenns

Total conSOldAted .........coveniiiiiiiiii i e e aenn

(1) After elimination of inter-segment sales, not significant in amount.

1984
$175,889
48,929
133,252
145,856

$503,926

$ 30,757
6,942
22,842
26,194
86,735
(17.059)
$ 69,676

$ 21,382
15,205
8,997

$ 45,584

$ 63,172
29,930
63,133
69,242

225,477
111,585

$337,062

$ 4,545
2,173
3,159
8,543

18,420
116

$ 18,536

. $ 3,672

1,263
3,529
7,474

15,938

1983
$160,015
55,719
112,004
120,414
$448,152

$ 33,178
4,936
17,692
16,930
72,736
(14,539)
$ 58,197

$ 24,239
10,214
10,075

$ 44,528

$ 54,860
28,592
59,411
70,739

213,602
95,634
$309,236

$ 3,966
1,791
1,671
7,823

15,251
4

$ 15,292

$ 3,130
1,446
3,309
6,753

14,638
46
$ 14,684

29

1982
$150,241
72,115
108,146
93,149
$423,651

$ 25,660
7,965
16,366
13,459
63,450
(12,633)
$ 50,817

$ 31,143
9,218
12,901

$ 53,262

$ 56,895
31,814
58,528
54,657

201,894
89,660

$291,554

$ 6,955
5,278
2,804
2,735

17,772
27

$ 17,799

$ 2,835
1,398
3,078
5,798

13,109
m

$ 13,220

(2) Represents sales less all direct costs and expenses (including certain administrative and research expenses) applicable to each segment.
(3) Includes $794, $4,308 and $590 in connection with businesses acquired in 1984, 1983 and 1982.
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BAIRD CORPORATION

NOTES TO FINANCIAL STATEMENTS
12 (In Part): Segment Information

*  * &

B. Geographical Distribution

Foreign

1984 Domestic  Export  Based Total
Sales......ocovuvevniinnennnns $26,459 $10,103 $9,769 $46,331
Operating profit.............. 4,645 1,927 1,538 8,110
Identifiable assets ........... 23,837 5,691 5,372 34,900
1983

Sales....coeeuviiiiiiiiiennans $28,675 $ 8,238 $7,348 $44,261
Operating profit.............. 4,907 1,336 1,123 7,366
Identifiable assets ........... 21,063 5949 6,629 33,641
1982 .
Sales.....coeeiniiiininnannn., $25,591 $ 9,306 $7,186 $42,083
Operating profit.............. 3,935 1,199 401 5,535

Identifiable assets ........... 18,610 8,611 5,422 32,643

C. Major Customers

Direct sales to the U.S. Government, principally from the
optical segment, were $9.9 million in 1984 ($11.7 million in
1983 and $8.5 million in 1982). Sales to foreign governments
in 1984 were $7.9 million in the aggregate ($5.5 million in
1983 and $5.8 million in 1982).

TABLE 1-4: MONTH OF FISCAL YEAR END

1984 1983 1982 1981

January ...l 25 25 25 26
February .............eeenels 12 12 15 13
March ..oooovvviiiin, \ 13 13 12 14
April o 6 6 7 6
May .o 13 13 13 n
June oo, 40 37 38 40
July 16 17 17 12
August ...l 20 23 22 21
September ................... 39 39 38 41
October ......ccceeveevenenn.. 28 25 24 24
November ................... 14 13 n 9

Subtotal .................. 226 223 222 217
December .................... 374 377 378 383

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

NATURAL BUSINESS YEAR

For years, the accounting and legal professions, printers,
the Securities and Exchange Commission, and others in-
terested in various aspects of the year-end bottleneck have
advocated that companies adopt a natural business year. A
natural business year is the period of 12 consecutive months
which ends when a business’s activities have reached the
lowest point in its annual cycle. In many instances, the
natural business year of a company is December 31.

Table 1-4 summarizes, by the month in which a fiscal year
ends, the fiscal year endings of the survey companies. For
tabulation purposes, if a fiscal year ended in the first week of
a month, the fiscal year was considered to have ended in the
preceding month.

One hundred twenty survey companies use a 52-53 week
fiscal year.

During 1984, seven companies changed the date of their
fiscal year end. Examples of such changes and examples of
fiscal year definitions follow.

Change in Date of Fiscal Year Ending
DART & KRAFT, INC.

Consolidated Balance Sheet
Dec. 29, 1984 Dec. 31, 1983

Consolidated Statement of Income

Years Ended Dec. 29, 1984 Dec. 31, 1983 Dec. 31, 1982

Consolidated Statement of Changes in Financial Posi-
tion

Years Ended Dec. 29, 1984 Dec. 31, 1983 Dec. 31, 1982

Consolidated Statement of Shareholders’ Equity

For the Three Years Ended December 29, 1984

NOTES TO THE CONSOLIDATED FINANCIAL STATE-
MENTS

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

Change in Fiscal Year. Effective January 1, 1984, the
company changed its annual accounting period from a
calendar year to a fiscal year ending on the last Saturday of
December. The fiscal year 1984 ended December 29, 1984,
and was comprised of 52 weeks.

Auditors’ Report

To the Board of Directors and Shareholders
of Dart & Kraft, inc.:

We have examined the consolidated balance sheet of Dart
& Kraft, Inc. (a Delaware corporation) and subsidiaries as of
December 29, 1984, and December 31, 1983, and the re-
lated consolidated statements of income, shareholders’
equity, and changes in financial position for each of the three
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years in the period ended December 29, 1984. Our exam-
inations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of
the accounting records and such other auditing procedures
as we considered necessary in the circumstances. The fi-
nancial statements of certain wholly owned subsidiaries,
whose net sales and total assets represent approximately
30% and 40%, respectively, of the related consolidated to-
tals, were examined by other auditors and we were furnished
with their reports thereon.

In our opinion, based on our examinations and the reports
of other auditors, the consolidated financial statements re-
ferred to above present fairly the financial position of Dart &
Kraft, Inc. and subsidiaries as of December 29, 1984, and
December 31, 1983, and the results of their operations and
changes in their financial position for each of the three years
in the period ended December 29, 1984, in conformity with
generally accepted accounting principles applied on a consis-
tent basis.

COMPUGRAPHIC CORPORATION

Consolidated Balance Sheet

December 29, 1984 and December 31, 1983

Consolidated Statement of Income

For the three years
ended December 29, 1984 1984 1983 1982

Consolidated Statement of Changes in Financial Posi-
tion

For the three years
ended December 29, 1984 1984 1983 1982

Consolidated Statement of Stockholders’ Investment

For the three years ended December 29, 1984

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

1. (In Part): Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the ac-
counts of Compugraphic Corporation (the “Company”) and
its wholly owned subsidiaries. All significant intercompany
accounts and transactions have been eliminated.

The Company changed its fiscal year from the Saturday
closest to September 30 in each year to the Saturday closest
to December 31. Therefore, the fiscal years 1983 and. 1982
previously reported have been restated to conform to the new
fiscal year. In addition, the consolidated financial statements
for 1983 and 1982 have been restated to reflect reclassifica-
tions of certain costs and expenses. These changes have no
effect on previously reported earnings. The financial
statements included herein each contain 52 weeks.

Auditors’ Report

To the Stockholders and Board of Directors of
Compugraphic Corporation:

We have examined the consolidated balance sheet of
Compugraphic Corporation (a Massachusetts corporation)
and subsidiaries as of December 29, 1984 and December 31,
1983, and the consolidated statements of income, stockhold-
ers’ investment, and changes in financial position for each of
the three years in the period ended December 29, 1984. Our
examinations were made in accordance with generally ac-
cepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances.

In our opinion, the consolidated financial statements re-
ferred to above present fairly the financial position of Com-
pugraphic Corporation and subsidiaries as of December 29,
1984 and December 31, 1983 and the results of their opera-
tions and changes in their financial position for each of the
three years in the period ended December 29, 1984, in con-
formity with generally accepted accounting principles consis-
tently applied during the period subsequent to the change
(with which we concur) made as of October 3, 1982, in the
method of accounting for foreign currency translation as ex-
plained in Note 1 to the consolidated financial statements.

GENERAL HOST CORPORATION

Consolidated Balance Sheet
January 27, 1985 and December 31, 1983

Consolidated Statement of Income

Fiscal Years Ended January 27, 1985, December 31, 1983
and December 25, 1982

Consolidated Statement of Changes in Financial Posi-
tion

Fiscal Years Ended January 27, 1985, December 31, 1983
and December 25, 1982

Consolidated Statement of Changes in Shareholders’
Equity

Fiscal Years Ended January 27, 1985, December 31, 1983
and December 25, 1982

NOTES TO FINANCIAL STATEMENTS

Note 2: Fiscal Year

In 1984 the Company changed its fiscal year-end to the
last Sunday in January from the last Saturday in December.
Accordingly, the 1984 year began Monday, January 30, 1984
and ended Sunday, January 27, 1985. During the four week
period ended January 29, 1984, sales of continuing opera-
tions amounted to $25,165,000 and there was a loss from
continuing operations of $3,852,000, or $.20 per share (as
compared with sales of continuing operations of $16,965,000
and a loss from continuing operations of $729,000, or $.04
per share, in the corresponding four week period of 1983).
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The net loss for the 1984 period of $3,721,000 (including
income from discontinued operations of $131,000) was
charged directly to retained earnings. Working capital de-
clined $9,683,000 during the four week period ended January
29, 1984, primarily due to seasonal losses and capital
additions.

Report of Independent Accountants

To the Directors and Shareholders of
General Host Corporation

In our opinion, the accompanying consolidated balance
sheet and the related consolidated statements of income, of
changes in shareholders’ equity and of changes in financial
position present fairly the financial position of General Host
Corporation and its subsidiaries at January 27, 1985 and
December 31, 1983, and the results of their operations and
the changes in their financial position for the fiscal years
ended January 27, 1985, December 31, 1983 and December
25, 1982 in conformity with generally accepted accounting
principles consistently applied. Our examinations of these
statements were made in accordance with generally ac-
cepted auditing standards and accordingly included such
tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances.

MATTEL, INC.

Consolidated Balance Sheets
December 29,  January 28,
1984 1984

Consolidated Results of Operations

For the Yeor Ended
Dec 29, 1984  Jon 28, 1984  Jan 29, 1983

Consolidated Statements of Changes in Financial Posi-
tion

For the Year Ended

Dec 29, 1984  Jan 28, 1984  Jan 29, 1983

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

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

Change in Fiscal Year—The Company has changed its
financial reporting year effective December 29, 1984 to a
year ending on the last Saturday of December from a year
ending on the Saturday nearest January 31. The accompany-
ing financial statements present the results for the twelve
months ended December 29, 1984 with comparisons to prior
years’ results as originally reported. Because the month of
January 1984, previously included in the prior year ended
January 28, 1984, will also be reported as part of the new
year ended December 29, 1984, an adjustment has been
made to January 28, 1984 retained earnings in the amount of
January 1984'’s results. in January 1984, the Company had a
loss from continuing operations of $18.8 million.

Report of Independent Accountants

To the Board of Directors and
Shareholders of Mattel, Inc.

In our opinion, the accompanying consolidated balance
sheets and the related consolidated statements of opera-
tions, shareholders’ equity (deficit) and changes in financial
position present fairly the financial position of Mattel, Inc. and
its subsidiaries at December 29, 1984 and January 28, 1984,
and the results of their operations and the changes in their
financial position for each of the three years in the period
ended December 29, 1984, in conformity with generally ac-
cepted accounting principles consistently applied, except for
the change, with which we concur, in the method of account-
ing for foreign currency translation as described in Note 1.
Our examinations of these statements were made in accord-
ance with generally accepted auditing standards and accord-
ingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the
circumstances.

TALLEY INDUSTRIES, INC.

Consolidated Balance Sheet

December 31,
1984 1983
Consolidated Statement of Earnings
Year Nine Months Year
Ended Ended Ended
December 31, December 31, March 31,
1984 1983 1983

Consolidated Statement of Changes in Financial Posi-
tion

Year Nine Months Year

Ended Ended Ended
December 31, December 31, March 31,
1984 1983 1983

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Significant Accounting Policies (In Part)

Year-End Change:

Effective April 1, 1983, the Company changed its financial
reporting year-end from March 31 to December 31. This
change results in a better matching of financial reporting with
the natural business year of most of the Company’s opera-
tions.

Accountants’ Report

The Board of Directors
of Talley Industries, inc.:

We have examined the consolidated balance sheet of Tal-
ley Industries, Inc. and subsidiaries as of December 31, 1984
and 1983, and the related consolidated statements of earn-
ings, changes in stockholders’ equity and changes in finan-
cial position for the year ended December 31, 1984, nine
months ended December 31, 1983 and the year ended
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March 31, 1983. Our examinations were made in accordance
with generally accepted auditing standards and, accordingly,
included such tests of the accounting records and such other

auditing procedures as we considered necessary in the cir-

cumstances.

In our opinion, the aforementioned financial statements
present fairly the consolidated financial position of Talley In-
dustries, Inc. and subsidiaries as of December 31, 1984 and
1983, and the consolidated results of their operations and
changes in financial position for the year ended December
31, 1984, nine months ended December 31, 1983 and the
year ended March 31, 1983, in conformity with generally ac-
cepted accounting principles applied on a consistent basis.

VARIAN ASSOCIATES, INC.

Consolidated Balance Sheets

September 28, September 30,
1984 1983

Consolidated Statements of Income

Years Ended

September 28, September 30, September 30,
1984 1983 1982

Consolidated Statements of Changes in Financial Posi-
tion

Years Ended

Sept. 28, Sept. 30, Sept. 30,
1984 1983 1982

Consolidated Statements of Shareholders’ Equity

Years Ended September 28, 1984 and September 30, 1983 and 1982

NOTES TO THE CONSOLIDATED FINANCIAL STATE-
MENTS

Summary of Significant Accounting Policies (In Part)
Fiscal Year

in 1983, the Company changed from a fiscal year ending
on September 30 to one ending on the Friday closest to
September 30. The last day of fiscal 1984, 1983 and 1982
was September 28, September 30 and September 30, re-
spectively.

Report of Independent Certified Public Accountants

To the Board of Directors and Shareholders
of Varian Associates, Inc.

We have examined the consolidated balance sheets of
Varian Associates, Inc. and subsidiary companies at Sep-
tember 28, 1984 and September 30, 1983, and the related
consolidated statements of income, shareholders’ equity and
changes in financial position for each of the three fiscal years
in the period ended September 28, 1984. Our examinations
were made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the ac-
counting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the aforementioned financial statements
present fairly the consolidated financial position of Varian
Associates, Inc. and subsidiary companies at September 28,
1984 and September 30, 1983, and the consolidated results
of their operations and changes in their financial position for
each of the three fiscal years in the period ended September
28, 1984, in conformity with generally accepted accounting
principles applied on a consistent basis.

Definition of Fiscal Year

ALLEGHENY INTERNATIONAL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

1 (In Part): Summary of Significant Accounting Policies

Fiscal Year. Allegheny’s fiscal year ends on the Sunday
nearest December 31.

H.J. HEINZ COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

1 (In Part): Significant Accounting Policies

Fiscal Year: The company operates on a fiscal year ending
the Wednesday nearest April 30. Fiscal years for the financial
statements included herein ended on May 2, 1984, April 27,
1983 and April 28, 1982.

JOY MANUFACTURING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (In Part): Statement of Accounting Policies

Basis of Presentation

The company'’s fiscal year ends on the last Friday in Sep-
tember. The three most recent fiscal years ended at Sep-
tember 28, 1984, September 30, 1983 and September 24,
1982. The 1983 fiscal year was a fifty-three week period
rather than the normal fifty-two weeks. Unless otherwise
specified, all references to a year in these notes are to the
fiscal year ending. in the year stated.

The consolidated financial statements generally include
the accounts of the company and all wholly-owned sub-
sidiaries. Joy Finance Company is a wholly-owned uncon-
solidated subsidiary and is accounted for using the equity
method.

HERMAN MILLER, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS
Significant Accounting and Reporting Policies (In Part)
Fiscal Year

The company'’s fiscal year ends on the Saturday closest to
May 31. Fiscal year 1984 includes 53 weeks. All other years
presented include 52 weeks.
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THE RYMER COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

1 (In Part): Summary of Significant Accounting Policies

Beginning in 1983, the Company changed its year-end
from December 31 to the last Saturday in October. The ac-
companying financial statements present the year ended Oc-
tober 27, 1984, the ten month period ended October 29,
1983, and the year ended December 31, 1982. On November
30, 1983, the Company changed its name from Kroehler Mfg.
Co. to The Rymer Company.

All share and per share data included in the consolidated
financial statements and notes to the consolidated financial
statements reflect the four-for-three stock split distributed to
shareholders on April 27, 1984.

SAFEWAY STORES, INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

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

Fiscal Year:

The fiscal year for Safeway Stores, Incorporated (the com-
pany) and its Canadian subsidiary ends on the Saturday
nearest December 31. Fiscal years of overseas subsidiaries
follow a similar pattern but generally end on the Saturday
nearest September 30, to allow sufficient time to gather in-
formation from overseas for U.S. reporting purposes.

SCOTT PAPER COMPANY

ACCOUNTING POLICIES

Fiscal Year End: The Company’s fiscal year ends on the
last Saturday in December. Fiscal years 1984 and 1982 con-
sisted of 52 weeks, while fiscal year 1983 consisted of 53
weeks. To facilitate prompt reporting of Scott’s financial re-
sults, the financial statements of the consolidated sub-
sidiaries in Europe and Taiwan and the unconsolidated inter-
national affiliates are based on the twelve months ending
November 30, except BCFP which is reported on a calendar
year basis.

ROUNDING OF AMOUNTS

Table 1-5 shows a continuing increase in the number of
survey companies stating financial statement amounts in mil-
lions of dollars.

TABLE 1-5: ROUNDING OF AMOUNTS

1984 1983 1982 1981

To nearest dollar ............ 72 75 81 89
To nearest thousand dollars:
Omitting 000.............. 357 363 351 335
Presenting 000 ........... 50 54 66 79
To nearest million dollars... 121 108 102 97
Total Companies........ 600 600 600 600

COMPARATIVE FINANCIAL STATEMENTS

Since 1970, practically all of the survey companies have
issued annual reports which include all financial statements
on a comparative basis. This practice coincides with a Securi-
ties and Exchange Commission requirement that Form
10-K’s covering fiscal years ending after December 30, 1970
include comparative financial statements. Rule 14c-3 of the
Securities Exchange Act of 1934, effective for fiscal years
ending on or after December 20, 1974, extended the re-
quirement for presenting comparative financial statements to
include annual reports to stockholders issued in connection
with proxy solicitations. Rule 14¢-3 was amended to require
that, effective for fiscal years ending after December 15,
1980, annual reports to stockholders should include com-
parative balance sheets, and statements of income and
changes in financial position for each of the 3 most recent
fiscal years.

The order of financial statement presentation seen fre-
quently in the annual reports of the survey companies is one
of the following: income statement followed by balance sheet
(221 companies); balance sheet followed by income state-
ment (186 companies); or income statement followed by
statement of retained earnings (114 companies).
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NOTES TO FINANCIAL STATEMENTS

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

Changes in accounting principles.
Any material retroactive adjustments.
Long-term lease agreements.

Assets subject to lien.

Preferred stock data.

Pension and retirement plans.

Restrictions on the availability of retained earnings for cash
dividend purposes.

Contingencies and commitments.
Depreciation and depletion policies.
Stock option or stock purchase plans.
Consolidation policies.

Business combinations.

Computation of earnings per share.
Subsequent events.

Quarterly data.

Segment information.

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

TABLE 1-6: NOTES TO FINANCIAL STATEMENTS

1984 1983 1982 1981

General reference only...... 335 333 317 300
General and direct refer-

@NCES ...urverrnanarnraenns 258 259 274 292
Direct reference only........ 4 4 5 5
No reference to notes....... 3 4 4 3

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

TABLE 1-7: DISCLOSURE OF ACCOUNTING
POLICIES

Number of Companies
1984 1983 1982 1981

Consolidation basis .......... 581 580 578 582
Depreciation methods ....... 580 582 585 587
Inventory pricing............. 556 560 557 557
Interperiod tax allocation ... 530 533 528 525
Property .......coeceeeeneenes 497 481 476 477
Earnings per share calculo-

L[+ IO 375 376 367 364
Amortization of intangibles . 294 292 289 287
Employee benefits ........... 281 308 323 327
Translation of foreign cur-

FONCY...uvenrrnrenrnnennens 261 268 243 200
Research and development

COSES .evnninenreninenenenns 145 142 137 147
Capitalization of interest .... 86 93 101 106

DISCLOSURE OF ACCOUNTING POLICIES

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

Table 1-7 shows the nature of information frequently dis-
closed in summaries of accounting policies and the number
of survey companies disclosing such information. Examples
of summaries of accounting policies follow.

AMERICAN STANDARD INC.

NOTES TO FINANCIAL STATEMENTS
Note 1: Accounting Policies
Consolidation

The financial statements include on a consolidated basis
the results of all majority-owned operating subsidiaries. All
material intercompany transactions are eliminated. Invest-
ments in associated companies are included at cost plus the
Company’s equity in their net income.

Translation of Foreign Financial Statements

Assets and liabilities of most foreign operations are trans-
lated at year-end rates of exchange, and the income
statements are translated at the average rates of exchange
for the year. Gains or losses resulting from translating foreign
currency financial statements are accumulated in a separate
component of stockholders’ equity until the entity is sold or
substantially liquidated.

Gains or losses resulting from foreign currency transac-
tions (transactions denominated in a currency other than the
entity’s local currency) are generally included in net income.
In addition, for operations in countries that are considered to
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have highly inflationary economies (Brazil and Mexico), gains
and losses from translating assets and liabilities at year-end
rates of exchange, except for inventories and facilities, which
are translated at historical rates, are included in net income.

Inventories

Inventory costs are determined by the use of the last-in,
first-out (LIFO) method on a worldwide basis. LIFO account-
ing is a conservative method of accounting that, compared
with other inventory accounting methods, provides a better
matching of current costs with current revenues and elimi-
nates most “inventory profits” from reported results. How-
ever, in each of the past three years earnings were approxi-
mately the same as they would have been if the Company
had followed the first-in, first-out (FIFO) inventory method
. because of lower worldwide inflation and sizable reductions
of lower-cost LIFO inventories which benefited income by
approximately $5 million in each year. The LIFO carrying
value of inventories on the balance sheet is substantially
below current cost.

Facilities

The Company capitalizes in the facilities accounts costs,
including interest during construction, of fixed asset
additions, improvements, and betterments that add to pro-
ductive capacity or extend the asset life. Maintenance and
repair expenditures are charged against income. The bene-
fits from investment tax credits are taken as a reduction of
taxes on income in the year they arise. Significant foreign
investment grants are amortized into income over the period
of benefit.

Warranties

The Company provides for estimated warranty costs at the
time of sale. Accrued costs applicable to warranty obligations
beyond one year are classified as other long-term liabilities.

Leases

The asset values of capitalized leases are included with
facilities, and the associated liabilities are included with long-
term debt.

Depreciation

Depreciation and amortization are computed on the
straight-line method based on the estimated useful life of the
asset or asset group.

Retirement Costs

Retirement benefits are provided for substantially all em-
ployees of the Company, both in the United States and
abroad. The Company'’s policy in the United States is to fund
its retirement costs currently and to amortize past service
costs at a level percentage of projected payroll over a 20-
year period. Retirement plan expense of foreign operations is
determined on substantially the same basis as for U.S. plans.
In certain foreign countries pension obligations are assumed
directly by the Company, and the resulting actuarial liabilities
appear under “reserve for foreign pensions and termination
indemnities.”

Income Taxes

The Company provides for United States taxes on foreign
earnings expected to be repatriated. Future income tax bene-
fits represent tax effects of expense items, such as foreign
LIFO inventory adjustments, deducted in the determination of
pretax income for financial statement purposes that will be
deducted for tax purposes in later years. Deferred taxes on
income are primarily due to tax depreciation deductions in
excess of depreciation reported in the financial statements.

Goodwill

Goodwill, principally from the acquisition of The Mosler
Safe Company in 1967 and The Trane Company in 1984,
represents the excess of the purchase price over the fair
market value of the net assets acquired. In accordance with
Accounting Principles Board Opinion No. 17, goodwill arising
after 1970 of approximately $54 million is being amortized
over 40 years.

DIGITAL EQUIPMENT CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note A-Significant Accounting Policies

Principles of Consolidation—The consolidated financial
statements of the Company include the financial statements
of the parent and its domestic and foreign subsidiaries, all of
which are wholly-owned. All significant intercompany ac-
counts and profits have been eliminated.

Translation of Foreign Currencies—Assets and liabilities of
foreign subsidiaries are translated into U.S. dollars at current
exchange rates, except that inventories and property, plant
and equipment are translated at historical rates. Income and
expense items are translated at average rates of exchange
prevailing during the year, except that cost of sales and de-
preciation are translated at historical rates. Exchange gains
and losses arising from translation are included in income
currently.. ’

In fiscal 1984, the Company adopted the Financial Ac-
counting Standard No. 52, “Foreign Currency Translation.”
For foreign operations, the U.S. dollar continues to be the
functional currency under the new standard. Adoption of FAS
No. 52 in 1984 had no significant impact on the Company’s
operating results. Retained earnings have been increased by
$6,907,000 for the difference in translation of net deferred
income tax charges and credits between FAS No. 52 and
FAS No. 8.

The Company enters into forward exchange contracts to
reduce the impact of foreign currency fluctuations on certain
sales transactions and the asset and liability positions of
foreign subsidiaries. The gains or losses on these contracts
are included in income when the revenue from the sales is
recognized and for assets and liabilities in the period in which
the exchange rates change.

Revenue Recognition—Revenues from equipment sales
are recognized at the time the equipment is shipped. Service
and other revenues are recognized ratably over the contrac-
tual period or as the services are performed.

Research and Engineering and Warranty Costs—
Research and engineering and warranty costs are expensed
as incurred. The Company’s accounting policies with respect
to warranty costs result in approximately the same charge to
expense as would accrual of such warranty costs at the time
fo sale.

Taxes—In general, the Company’s practice is to reinvest
the eamings of its foreign subsidiaries in those operations
and repatriation of retained earnings is done only when it is
advantageous to do so. Applicable taxes are provided only
on amounts planned to be remitted. Management believes
that sufficient deferred taxes have been provided for the un-
distributed earnings of the Company’s Domestic International
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Sales Corporation (“DISC”). Accordingly, the Company dis-
continued the provision of deferred taxes on the undistributed
DISC earnings in the fiscal year ending June 30, 1984. In-
vestment tax credits are treated as reductions of income
taxes in the year in which the credits arise.

Inventories—Inventories are stated at the lower of cost
(first-in, first-out) or market.

Property, Plant and Equipment—Depreciation expense is
computed principally on the following basis:

Depreciation Lives

and Methods

33 years (straight-line)
Life of assets or term of
lease, whichever is shorter
(straight-line)

8 and 10 years (sum-of-
years), 4 and 5 years
(double declining-balance)

Classification

Buildings..........ocoevveniniininnni.
Leasehold improvements.............

Machinery and equipment ..........

WALT DISNEY PRODUCTIONS

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Summary of Significant Accounting Policies

Principles of Consolidation

The consolidated financial statements include the ac-
counts of the Company and its domestic and foreign sub-
sidiaries, all wholly owned.

The Consolidated Balance Sheet for fiscal 1983 has been
restated to conform to a nonclassified presentation adopted
in fiscal 1984, which does not distinguish between current
and noncurrent assets and liabilities. The Company believes
that a nonclassified balance sheet provides a more meaning-
ful presentation for real estate inventories, film production
costs and entertainment attractions consistent with the busi-
ness cycles of the Company’'s operations. In addition, this
conforms with the Company’s presentation of changes in
cash rather than working capital as shown in the Consoli-
dated Statement of Changes in Financial Position.

Revenue Recognition

Generally, revenues are recorded when the earnings pro-
cess is substantially complete and goods have been deliv-
ered or services performed. Revenues from participant/
sponsors at the theme parks and Epcot Center are recorded
over the period of the applicable agreements commencing
with the opening of the attraction. Revenues from the theatri-
cal distribution of motion pictures are recognized when mo-
tion pictures are exhibited domestically and when revenues
are reported from foreign distributors; revenues from televi-
sion licensing agreements are generally recorded when the
film is available to the licensee and certain other conditions
are met. Profit is recognized in full on sales of real estate
when collectibility of the sales price is reasonably assured
and the earnings process is virtually complete; if the sale
does not meet requirements for recognition, profit is deferred
until such requirements are met. Profit is recognized on resi-
dential unit sales at the time of closing.

Merchandise Inventories
Costs of merchandise, materials and supplies inventories

are generally determined on the moving average basis and
the retail method and are stated at the lower of cost or
market.

Film Production Costs and Amortization

Costs of completed theatrical and commercial television
film productions (negative costs), together with applicable
capitalized exploitation costs, are amortized by charges to
income in the proportion that gross revenues recognized by
the Company during the year for each production bears to the
estimated total gross revenues to be received. Estimates of
total gross revenues are reviewed periodically and amortiza-
tion is adjusted accordingly. If unamortized cost exceeds the
estimated producers share of film rentals to be received, the
carrying value of the film is adjusted to expected net realiz-
able value. Programming costs for The Disney Channel are
amortized on a straight-line basis over the estimated useful
lives of the programs.

Real Estate Inventories

Real estate inventories are carried at cost not to exceed
estimates of net realizable value determined on an individual
project basis. Land and land development is apportioned
among the projects on the basis of acreage. Marketing and
other capitalized predevelopment costs relating to residential
and commercial projects are charged to cost of real estate
sales as related units are closed.

Entertainment Attractions and Other Property

The Company, at any one point in time, will have a number
of projects in the concept, design, or construction phases
related to entertainment and recreation attractions, buildings
and equipment. All projects in progress are evaluated on a
continuing basis and, upon completion, costs of major re-
placements and improvements are capitalized. If it is deter-
mined that a project in progress has no future use, the costs
of such project are charged to income under the caption “De-
sign Projects Abandoned.”

Depreciation is provided principally on the straight line
method using estimated service lives ranging from four to fifty
years.

Other Assets

Deferred preopening and start-up costs relating to Epcot
Center and The Disney Channel are being amortized over
five years.

Rights to the name, likeness and portrait of Walt Disney
are being amortized over forty years.

Taxes on Income

Taxes are provided on all revenue and expense items in-
cluded in the Consolidated Statement of Income, regardiess
of the period in which such items are recognized for income
tax purposes, except for items representing a permanent dif-
ference between pretax accounting income and taxable in-
come. In fiscal 1984, the method of accounting for investment
tax credits was changed from the deferral method, which
amortizes the credits over the estimated useful lives of the
related assets, to the flow-through method, which reduces
the provision for taxes on income in the year the related
assets are placed into service (Note 4).

Stock Options

Proceeds from the sale of common stock issued under
stock option plans are accounted for as capital transactions.
If stock appreciation rights are granted in connection with
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options granted, income is charged or credited over the vest-
ing period for the difference between the market price of the
Company’s stock and the option price of the appreciation
rights outstanding.

Earnings per Share

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

HARRIS CORPORATION

NOTES TO FINANCIAL STATEMENTS

Significant Accounting Policies

Principles of Consolidation—The consolidated financial
statements include the accounts of the Corporation and its
subsidiaries, except Lanier Financial Services, Inc., a
wholly-owned finance subsidiary which is accounted for on
the equity method. Gains and losses from currency transac-
tions included in earnings are not significant in years pre-
sented.

Marketable Securities—Short-term securities, including
accrued interest, are carried at the lower of cost or market.

Inventories—Inventories are priced at the lower of cost (de-
termined by average and first-in, first-out methods) or market.

Rental Equipment—Rental equipment is carried on the
basis of cost. Depreciation is computed by straight-line and
accelerated methods using estimated useful lives up to 5
years.

Plant and Equipment—Plant and equipment is carried on
the basis of cost. Depreciation is computed by straight-line
and accelerated methods using estimated useful lives of the
assets.

Intangibles—Intangibles resulting from acquisitions are
being amortized by the straight-line method over periods
ranging from 5 to 40 years except for intangibles arising from
the acquisition of certain companies prior to October 31,
1970, which are not being amortized because, in the opinion
of management, there has been no decrease in value.

Revenue Recognition—Revenue is recognized from sales
other than on long-term contracts when a product is shipped,
from rentals as they accrue, and from services when per-
formed. Revenue on long-term contracts is accounted for
principally by the percentage-of-completion method whereby
income is recognized based on the estimated stage of com-
pletion of individual contracts. Unearned income on service
contracts is amortized by the straight-line method over the life
of the contracts.

Retirement Benefits—The Corporation and its subsidiaries
provide retirement benefits to substantially all employees
primarily through a retirement plan having profit-sharing and
savings elements. Contributions by the Corporation to the
retirement plan are based on profits and employees’ savings
with no other funding requirements. The Corporation may
make additional contributions to the fund at its discretion. The
Corporation also has a non-contributory defined benefit pen-
sion plan which is fully funded.

Income Taxes—Investment tax credits are accounted for
by the flow-through method. Deferred taxes are provided for
timing differences arising primarily from completed-contract
accounting for long-term contracts, depreciation, leases and
installment sales.

Earnings Per Share—Net income per share is based upon
the weighted average of common shares and common share
equivalents outstanding during each year.

NABISCO BRANDS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Summary of Significant Accounting Policies

Consolidation—The consolidated financial statements in-
clude the accounts of the Company and its majority-owned
subsidiaries. Investments in 20%-to 50%-owned affiliates in
which management has the ability to exercise significant in-
fluence are included using the equity method of accounting.
The Company’s share of results of operations from these
affiliates is recorded in Miscellaneous (income) expense, net.
Other investments in affiliates are carried at cost. All signifi-
cant intercompany accounts and transactions have been
eliminated. The financial statements of international sub-
sidiaries, except Canada, are included on the basis of a
November 30 fiscal year, to facilitate prompt reporting of
year-end consolidated results.

Inventories are valued principally at the lower of average
cost or market.

Commodity futures—The Company, in the normal course
of business, regularly projects its raw materials requirements.
Due to wide fluctuations in the market prices for various ag-
ricultural commodities, the Company frequently enters into
futures contracts to hedge the price risk associated with an-
ticipated purchases. The Company accounts for changes in
the market value of futures contracts as an addition to or
reduction from the raw material inventory cost. Market value
changes are recorded in Cost of sales when the related
finished products are sold.

Property, plant and equipment are recorded at cost. For
financial reporting purposes, depreciation expense is gener-
ally provided on a straight-line basis, using estimated useful
lives of 20 to 40 years for Buildings and 3 to 20 years for
Machinery and equipment.

Expenditures that result in the enhancement of the assets
involved are capitalized. Maintenance and repair costs are
expensed when incurred. Upon sale or other disposition, any
gain or loss is included in income.

Facilities leased under capital leases are recorded in
Property, plant and equipment, with corresponding obliga-
tions carried in Short- and Long-term debt. The amount
capitalized is the lower of the present value of minimum lease
payments or the fair value of the leased property. Deprecia-
tion on capital leases is recorded on a straight-line basis,
generally over the lease term.

Goodwill and other intangibles, net of amortization—
Intangible assets acquired after October 31, 1970, are amor-
tized on a straight-line basis over periods not exceeding 40
years. Most intangibles acquired prior to October 31, 1970,
are not being amortized since the Company believes there
has been no diminution in the value of these assets. As of
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December 31, 1984 and 1983, $303 million and $270 million,
respectively, of intangibles were being amortized.

Income taxes—Deferred income taxes, principally U.S.
Federal taxes, are provided for timing differences between
financial and taxable income. Such differences result primar-
ily from the use of accelerated cost recovery methods for tax
purposes, which provide more depreciation expense in the
early years than in the later years of the lives of the assets
being depreciated. The U.S. investment tax credit, earned on
qualified capital additions, is accounted for by the flow-
through method, which reduces income tax expense in the
year the additions are placed in service.

U.S. Federal taxes are provided on undistributed earnings
of foreign subsidiaries that are not considered indefinitely
reinvested. If the reinvested foreign earnings were remitted, it
is expected that the amount of U.S. Federal taxes required
would not be significant because of the availability of foreign
tax credits.

Foreign currency translation—At the beginning of 1982,
the Company adopted SFAS No. 52, “Foreign Currency
Translation,” for translating its foreign currency financial
statements. Under the provisions of SFAS No. 52, assets and
liabilities of foreign operations are generally translated at the
current exchange rate at the balance sheet date, rather than
at current and historical rates. The related translation adjust-
ments are reported as a separate component of Sharehold-
ers’ equity and are not included in net income until an opera-
tion is sold or liquidated. For operations in highly inflationary
countries, the related foreign translation adjustments are in-
cluded in net income.

PANTRY PRIDE, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Summary of Significant Accounting Policies
FISCAL YEAR

The Company'’s fiscal year ends on the Saturday nearest
to July 31.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the ac-
counts of the Company and its wholly-owned subsidiaries. All
material intercompany accounts and transactions have been
eliminated.

ACCOUNTS RECEIVABLE

Accounts receivable installments are generally due from
six to eighteen months. In accordance with trade practice,
installments maturing in more than one year have been in-
cluded in current assets. Interest on installment accounts re-
ceivable is recognized over the terms of the receivables
based on an interest method.

INVENTORIES

Inventories are stated at the lower of cost or market, with
cost being determined as follows: inventories in supermar-
kets, principally the retail inventory method; inventories in
warehouses and all Devon locations, principally average
cost.

PROPERTY AND EQUIPMENT

Property and equipment is recorded at cost or, in the case
of capitalized leases, at the present value of the future lease
payments. Depreciation and amortization are computed by
the straight-line method over the estimated useful lives of the
assets, and in the case of leasehold improvements, the
shorter of the term of the lease or the estimated useful life of
the improvements.

GOODWILL

Goodwill is the excess of cost over the fair value of net
assets acquired and is being amortized by the straight-line
method over 40 years.

DEFERRED INCOME

Deferred income represents the unrecognized gains result-
ing from the renegotiation of certain lease obligations which
are amortized over the terms of the renegotiated leases.

STORE CLOSING AND OPENING EXPENSE

Losses resulting from store closings are provided for in the
period when the decision is made to close the store, along
with estimated losses on related asset dispositions. Non-
capitalizable expenses incurred in connection with new, re-
modeled, or enlarged stores are expensed during the period
the store is opened.

INSURANCE

The Company is self-insured for health and dental costs
and was self-insured for worker's compensation, automobile
and general liability prior to October 1983. Subsequent to that
period, the coverage was changed to a prefunded insured
program with both specific and aggregate excess coverages
established. The remaining estimated. self-insurance liability
is based upon a review by the Company and an independent
insurance broker of claims filed and claims incurred but not
reported.

RETIREMENT PLANS

Pension expense charged to operations includes normal
cost and amortization of prior service costs over a 40-year
period. Pension costs are funded as accrued except that a
waiver from the Internal Revenue Service had been obtained
whereby 1978 costs of certain pension plans will be funded
over a 15-year period.

BUSINESS SEGMENTS

Substantially all of the Company’s assets, sales and
operating earnings are employed or derived from a combina-
tion of retail supermarket and consumer merchandise opera-
tions in the United States.

RECLASSIFICATION

Certain reclassifications have been made to conform to the
1984 presentation.
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ACCOUNTING CHANGES

Table 1-8 lists the accounting changes disclosed in the
1984 annual reports of the survey companies. APB Opinion
No. 20 “defines various types of accounting changes and
establishes guides for determining the manner of reporting
each type.” Examples of accounting changes follow. Exam-
ples of changes in actuarial assumptions or cost methods are
presented in connection with Table 3-8. Examples of ac-
counting changes involving a restatement of prior year finan-
cial statements are presented in connection with Table 4-3.

CHANGE IN ACCOUNTING ESTIMATES

MURPHY OIL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note I (In Part): Property, Plant and Equipment—Details of
property, plant and equipment appear on page 29. The esti-
mated useful life of offshore drilling barges was extended,
based on experience, from 12 to 16 years effective January
1, 1984. Extending the useful life reduced depreciation in
1984 by $42,721,000 and increased net income
$13,696,000, $.37 a share.

CHANGE IN ACCOUNTING PRINCIPLES

AUXTON COMPUTER ENTERPRISES,
INCORPORATED

Statements of Earnings
Years Ended December 31, 1984, 1983, and 1982

1984 1983 1982

Earnings Before Cumulative Ef-

fect of Change in Account-

ing Principle................. $1,588,283 $1,532,870 $790,425
Cumuldtive Effect on Prior

Years (to December 31,

1983) of Changing the

Method of Recognizing

License Fees................. (69,000)

Net Earnings.................... $1,519,283 $1,532,870 $790,425

Earnings Per Share:
Earnings Before Cumulative Ef-

fect of Change in Account-

ing Principle................. $ 31 8 .30 $ 16
Cumulative Effect on Prior

Years (to December 31,

1983) of Changing the
Method of Recognizing
License Fees................. (.01)
Net Earnings.................... $ .30 % .30 $ .16

Pro Forma Amounts Assuming
the New Method of Recog-
nizing License Fees is
Applied Retroactively:
Net Earnings.................... $1,588,283 $1,546,489 $704,070

Net Earnings Per Share ....... $ 31 8 .30 $ .14

TABLE 1-8: ACCOUNTING CHANGES

Number of Companies
1984 1983 1982 1981
Actuarial assumptions or

cost methods............... 135 96 158 129
Foreign currency translation 12 64 167 142
Reporting entity.............. 9 9 4 8
LIFO method adopted or ex-

tended ...........ccen.en. 4 6 14 25
Other inventory changes.... 7 4 7 7
Depreciable lives ............ 3 6 6 —
Depreciation method......... 4 5 9 13
Investment credif ............ 3 2 7 8
Taxes on undistributed earn-

INGS eveenieneinenaenne, —_ 2 6 6
Compensated absences...... 1 — 50 136
Interest capitalization........ — — 2 28
Other—described ........... 15 1 26 22

NOTES TO FINANCIAL STATEMENTS
Note A (In Part): Proprietary Software Sales

In 1984, the Company changed its method of accounting
for the recognition of license fees pertaining to proprietary
software sales. Prior to 1984, such license fees were recog-
nized in full as revenues upon contract signing. Under the
new method, a portion of the license fee, based on the rela-
tionship of costs incurred to achieve a signed contract to the
total estimated costs associated with the license fee, is rec-
ognized as revenue upon contract signing. The balance is
recognized on a straight-line basis over the term of the instal-
lation as provided within the contract. The Company believes
that the new method is preferable since the recognition of
revenue more closely correlates to the associated costs and
the term of the installation.

As a result of this change, earnings in 1984 before the
cumulative effect of the change on prior years, was de-
creased by approximately $73,000 ($.01 per share) and net
earnings was decreased by approximately $142,000 ($.03
per share). The pro forma amounts reflect the effect of ret-
roactive application on licensing fee revenues and the related
income taxes.

Consulting fees for modification and installation of the
software are recognized on the percentage-of-completion
method based on costs.

FLUOR CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Foreign Currency Translation

In 1984 the company adopted Statement of Financial Ac-
counting Standards No. 52, “Foreign Currency Translation.”
Under the provisions of Statement No. 52, the effects of
translating foreign subsidiaries’ financial statements are rec-
orded in a separate component of shareholders’ equity. Pre-
viously, these translation effects were included in the deter-
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mination of earnings in the period in which they occurred. The
financial statements for prior periods have not been restated
as the effects of this change are immaterial.

Net foreign currency exchange gains included in the de-
termination of earnings approximated $1,000,000 in 1984,
$24,000,000 in 1983 and $7,000,000 in 1982.

The changes in the cumulative translation adjustments for
1984 were as follows:

$ in thousands

Balance at November 1, 1983 .........ccecvvvininnnnnn.. $(3,285)
Translation adjustments............cccoeeuviniennieneinnnns. (7,294)
Deferred income taxes on translation adjustments....... 3,355

Balance at October 31, 1984 .......oevvvveviinanannnn.. $(7,224)

THE MURRAY OHIO MANUFACTURING COMPANY
Statement of Income

YEAR ENDED DECEMBER 31,
1984 1983 1982

Income before cumulative ef-
fect of change in account-
ing principle ............... $6,421,558$12,374,621 $5,092,651
Cumulative effect of change
in accounting principle for
invesiment tax credit.....
Net income...................
Earnings per common share:
Before cumulative effect
of change in accounting
principle ................ $ 1.65%
Cumulative effect of
change in accounting
principle for investment
tax credit...............
Earnings per common share $ 2.01%
Pro forma based on revised
method of accounting for
investment tax credit,
applied retroactively:
Net income .......cceennenn... $6,421,558$12,520,798 $5,184,024
Earnings per common share $ 1.65% 3.57 % 1.66

1,404,000 —

7,825,558 12,374,621 5,092,651

353 % 1.63

.36 — —
353 % 1.63

NOTES TO FINANCIAL STATEMENTS

Note C-Accounting Change (Investment Tax Credit)

Effective January 1, 1984, the company changed to the
flow-through method of accounting for investment tax credits.
The deferred method had been used in prior years. The
change was made to conform to predominant U.S. industry
practice. The flow-through method includes these credits in
income in the year earned, while the deferred method amor-
tized the credits over a ten-year period. This change in ac-
counting method (after deductions of expenses relating to
fringe benefits and related tax effects) increased 1984 net
income by approximately $103,000 for credits earned during
the year, and by $1,404,000 for the cumulative effect of the
change; earnings per common share was increased by $.03
and $.36, respectively. Pro forma net income and earnings
per common share amounts reflecting retroactive application
of this change are shown on the Statement of Income.

SPECTRUM CONTROL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note B-Accounting Change

In 1984, the Company changed its method of accounting
for employee vacation pay in compliance with Financial Ac-
counting Standards Board Statement No. 43 since the obliga-
tion and related expense became subject to reasonable es-
timation. Accordingly, the Company began recording this
compensation as it is earned, whereas in prior years, such
compensation was recorded in the period of payment.

Since it is not practical to restate the year ended November
30, 1982, the cumulative effect of this accounting change on
retained earnings at November 30, 1982 of $139,379 has
been included in net income for 1983. The effect of this
change in 1983 was to decrease net income by $154,989 or
$.03 per share, consisting of $139,379 from the cumulative
effect on prior years and $15,610 from the effect on 1983
compensation.

The pro forma effects of retroactive application of this ac-
counting change to 1982 are not determinable since the obli-
gation and related expense during the period cannot be rea-
sonably estimated.

UNITED STATES SURGICAL CORPORATION

Consolidated Statements of Operations
Year Ended December 31,

Dollars and shares in thousands,
except per share data 1984

Income (Loss) From Operations Before Ex-

traordinary tems and Cumulative Effect

on Prior Years of a Change in Accounting

Principle ....oooonieiii $13,610 $(4,588) $686
Extraordinary Items (net of applicable in-

come taxes):

1983 1982

Costs of stockholder litigation ........... (4,025)
Tax benefit resulting from utilization of
loss carryforwards..................... 785

Income (Loss) Before Cumulative Effect on
Prior Years of a Change in Accounting
Principle .......oveeniniiiiiiiia,

Cumulative Effect on Prior Years of a
Change in Accounting Principle—Change
in allocation of overhead costs to inven-
BOMIBS tvenrireieireieineeireeneneenennes (2,768)

Net Income (LOSS).......oeuvvrvennens $ 7,602 $(4,588) $686

10,370 (4,588) 686

Note B—Securities and Exchange Commission Settle-
ment and Accounting Change

In connection with a previously reported settlement with
the Securities and Exchange Commission, the Company
completed in 1984 the remaining undertakings with respect
to a physical inventory of plant and equipment and a more
specific determination of costs applied to inventories. The
completion of the latter undertaking resuited in the adoption
of arefinement in the Company’s method of overhead alloca-
tion to inventories.

The new method, which was accounted for as a change in
accounting principle, was adopted to reflect more accurately
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actual costs to the manufacturing process to the related in-
ventories on hand at the end of an accounting period. The
effect of this change in 1984 was to increase income before
cumulative effect by approximately $1,000,000 ($.09 per
share). The effect on prior years ($2,768,000—$.24 per
share) is included as a charge to 1984 net income as a
cumulative effect adjustment. The following proforma
amounts show the effect on net income (loss) of 1983 and
1982 assuming the new method was applied retroactively:

Net income (loss)
Year ended December 31,
Dollars in thousands,
except per share data 1983 1982

As reported .......ccoveviiiiiiiiiiinininnn, $(4,588) $ 686
Adjustment assuming new method was
applied retroactively...................... 679 (4,747)
$(3,909) $(4,061)
Per common share........................... $ (.36) $ (.38)
Net income (loss) per common share, as
reported ....ccoeiiiiiiiiiiiee $ (.42 $ .06

REPORTING ENTITY

CHROMALLOY AMERICAN CORPORATION

SUMMARY OF SIGNIFICANT ACCOUNTING POLI-
CIES

Principles of Consolidation

The consolidated financial statements include the ac-
counts of Chromalloy American Corporation (the Company)
and all subsidiaries, except those subsidiaries included in the
Financial Services Group, which are accounted for by the
equity method (see Note 3). The Financial Services Group
consists of property-Casualty insurance subsidiaries in-
cluded in the Chromalloy American Insurance Group, a real-
estate subsidiary, The Center Company, and Chromalloy
Leasing, Inc., a leasing subsidiary sold as of January 1, 1984.
Intercompany transactions and accounts with subsidiaries
have been eliminated.

To recognize the changing nature of the Company’s busi-
ness and to more clearly reflect the Company’s consolidated
financial position, results of operations and changes in finan-
cial position, the Company consolidated its previously non-
consolidated finance subsidiary, Chromalloy Finance Corpo-
ration (CFC), in the fourth quarter of 1984. Accordingly, the
consolidated financial statements for 1983 and 1982 have
been restated to include CFC as a consolidated subsidiary.
This restatement had no effect on the previously reported net
loss for 1983 and 1982,

SCOTT PAPER COMPANY

Accounting Policies (In Part)

Principles of Consolidation: The consolidated financial
statements include the accounts of all majority-owned
domestic and international subsidiaries which are listed as
consolidated operations on page 50. All significant intercom-
pany transactions have been eliminated.

In 1984 Scott changed its consolidation policy to include in
the consolidated financial statements its majority-owned

subsidiaries in Europe and Taiwan, which were previously
accounted for by the equity method. The newly consolidated
companies are Scott Continental including its Scott Graphics
International Division; Bouton Brochard Scott, S.A.;
Gureola-Scott, S.A.; Scott S.p.A.; and Taiwan Scott Paper
Corporation. The change in consolidation policy was made
because majority ownership of these subsidiaries is no
longer considered temporary. Financial data presented for
previous periods as well as Quarterly Highlights have been
restated for the change in policy. The restatement of prior
periods did not change net income, earnings per common
share, or shareholders’ equity.

Scott primarily uses the equity method of accounting for its
investments in unconsolidated international and supplier af-
filiates. Scott's share of the earnings of its supplier affiliates
(excluding its share of the earnings of British Columbia
Forest Products Limited (BCFP)) is reflected by applying its
share of the pretax income of such affiliates as a reduction of
product costs, and by including in taxes on income its share
of the affiliates’ income taxes. Scott’s share of the earnings of
BCFP is included as part of its share of the earnings of inter-
national equity affiliates. The international and supplier af-
filiates, including the percentage of ownership by Scott or its
wholly-owned subsidiary, Scott Paper International, Inc., are
listed on page 50.

CONSOLIDATION POLICIES

Accounting Research Bulletin No. 51 states in part:

1. The purpose of consolidated statements is to pre-
sent, primarily for the benefit of the shareholders and
creditors of the parent company, the results of opera-
tions and the financial position of a parent company and
its subsidiaries essentially as if the group were a single
company with one or more branches or divisions. There
is a presumption that consolidated statements are more
meaningful than separate statements and that they are
usually necessary for a fair presentation when one of the
companies in the group directly or indirectly has a con-
trolling financial interest in the other companies.

5. Consolidated statements should disclose the con-
solidation policy which is being followed. In most cases
this can be made apparent by the headings or other
information in the statements, but in other cases a foot-
note is required.

Paragraphs 2 and 3 of ARB No. 51 and paragraph 8, Chap-
ter 12 of ARB No. 43 describe the conditions under which a
subsidiary should or might not be consolidated.

Table 1-9 summarizes the consolidation policies of the
survey companies for significant subsidiaries and shows the
type of subsidiary commonly excluded from consolidation.
For the purpose of the aforementioned tabulation a sub-
sidiary is a company described in an annual report as a sub-
sidiary or as more than 50 percent owned by its parent com-
pany. Notes to financial statements discussing consolidation
policies follow.
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TABLE 1-9: CONSOLIDATION POLICIES

1984 1983 1982 1981

 Nature of Subsidiaries Not
Consolidated
Finance related

Credit ...cocovvveenninnnnns 104 97 102 94
Insurance ................. 54 60 60 53
Leasing ......cc.ccoeuenen. 15 18 21 24
Banks ........cocoieeennns 5 5 4 6
Real Estate ................... 26 3 33 29
Foreign .....c.covvviinenene. 15 17 20 19

Number of Companies
Consolidating all significant

subsidiaries................ 420 419 414 423
Consolidating certain signifi-

cant subsidiaries.......... 174 172 180 168
Not presenting consolidated

financial statements ...... 6 9 6 9

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

All Subsidiaries Consolidated

CHOCK FULL O'NUTS CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (In Part): Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include the ac-
counts of the Company and its subsidiaries, all of which are
wholly owned. Significant intercompany accounts and trans-
actions have been eliminated in consolidation.

THE FIRESTONE TIRE & RUBBER COMPANY

NOTES TO FINANCIAL STATEMENTS

Significant Accounting Policies (In Part)

Principles of consolidation: The financial statements in-
clude the accounts of all subsidiaries in which the Company
owns 50 percent or more of the voting stock. Investments in
companies in which ownership interests range from 20 per-
cent to 50 percent and the Company exercises significant
influence over operating and financial policies are accounted
for on the equity method. Other investments are accounted
for on the cost method. Intercompany accounts and transac-
tions between consolidated subsidiaries have been elimi-
nated in consolidation.

THE PILLSBURY COMPANY

SUMMARY OF SIGNIFICANT ACCOUNTING POLI-
CIES

Consolidation

The consolidated financial statements include the ac-
counts of the parent company and all of its majority-owned

domestic and foreign subsidiaries after elimination of inter-
company balances and transactions. The fiscal year of
foreign subsidiaries generally ends April 30 to facilitate timely
reporting.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS
3. Foreign operations:

The consolidated financial statements include amounts for
foreign subsidiaries (substantially all are wholly owned) as of
and for the years ended May 31, as follows:

1984 1983 1982

(In millions)
Net sales .......cooovviveeneniininennn. $355.5 $360.1 $357.9
Net eamings .........ccoeeeneinineninnns 3.9 8.2 10.4
Total assets ........ovvveieiiienineenens 251.1  220.5 250.4
Net tangible assets...................... 103.0 1140 1333
Excess of investments over equity in
net tangible assets ................... 7.8 6.0 8.0

VARIAN ASSOCIATES

NOTES TO THE CONSOLIDATED FINANCIAL STATE-
MENTS :

Summary of Significant Accounting Policies (In Part)

Principles of Consolidation

The consolidated financial statements include those of Var-
ian Associates, Inc. and its subsidiaries. Significant inter-
company balances, transactions, and stock holdings have
been eliminated in consolidation. Investments in unconsoli-
dated affiliated companies are stated at equity in the net
assets of these companies.

Subsidiaries Outside the United States

Information as to these subsidiaries is presented below:

(Dollars in millions) 1984 1983 1982
SaleS. .o $174.5 $146.3 $154.7
Net Earnings........ccovevinvivininiennnns $ 81 $ 23 $ 23
Current assets ........ccoeeeueninenennnn. $ 987 $66.1 $ 822
Property, plant and equipment, net of

depreciation .............ccevievennnnn. 18.8 17.4 18.1
Other assets......ooveveveiveneeeneenennns 5.8 4.8 6.0
Total assets .......ccoeeeveninvnennnnnn.. 123.3 88.3 106.3
Current liabilities ........................ 64.5 39.0 42.1
Other liabilities.............ccccvvvenen.. .8 .2 .7
Net AsSets.....c.ovriiniiienineninnnens $ 580 $49.1 $ 63.5

All Significant Subsidiaries Consolidated

MEREDITH CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

1 (In Part): Summary of Accounting Policies
a. Principles of Consolidation

The financial statements include the accounts of the Com-
pany and its subsidiaries except Meredith Relocation Corpo-
ration and Meredith Mortgage Corporation (both insignificant
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subsidiaries), which are engaged in financing operations.
Inter-division and inter-company transactions have been
eliminated. The Company’s investments in Meredith Reloca-
tion Corporation, Meredith Mortgage Corporation and com-
panies 20-50 percent-owned are accounted for under the
equity method.

OLIN CORPORATION

STATEMENT OF ACCOUNTING POLICIES

Basis of Presentation

The consolidated financial statements include all signifi-
cant subsidiaries. Investments in 20-50% owned companies
are carried at equity.

Finance-Related Subsidiaries Not Consolidated
ANDERSON, CLAYTON & CO.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 1 (In Part): A summary of significant accounting poli-
cies follows:

Principles of consolidation. The consolidated financial
statements include the accounts of the Company and all sub-
sidiaries engaged in activities other than insurance. Invest-
ments in insurance subsidiaries are carried at equity deter-
mined under general accepted accounting principles.

All material transactions between companies included in
the consolidated financial statements have been eliminated.

THE COCA-COLA COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

1 (In Part): Accounting Policies.

The major accounting policies and practices followed by
the Company and its consolidated subsidiaries are as fol-
lows:

Consolidation: The consolidated financial statements in-
clude the accounts of the Company and its majority-owned
subsidiaries except for Coca-Cola Financial Corporation
(CCFC). All significant intercompany accounts and transac-
tions are eliminated in consolidation. CCFC, a wholly owned
finance subsidiary, initiated operations in 1984 and is ac-
counted for under the equity method. CCFC'’s operations for
1984 were not significant to the consolidated financial
statements.

Consolidated statements of changes in financial position
for the years ended December 31, 1983 and 1982, have
been restated to a cash basis format.

COMMERCIAL METALS COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

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

The consolidated financial statements include the ac-
counts of the Company and all subsidiaries except those of a
finance subsidiary, the investment in which is accounted for
by the equity method. All material intercompany transactions
and balances have been eliminated in consolidation.

D. Investment in Unconsolidated Subsidiary:

During 1984, the Company formed a foreign financing sub-
sidiary through which financing is made available to its trad-
ing customers and to others. Condensed financial data for
the unconsolidated subsidiary as of August 31, 1984, were as
follows (in thousands):

LOGNS «.oeenineeii e $15,261
Cash and other assets.............ccoeeeviiiiiiiiiiiiiinne, 4,650

Total OSSEtS ...euveninireiiiii i eeeeanes $19,911
Short-term borrowings ............ccoeeeviiieniiiiniinennnn. $ 4,800
Other liabilities............c...oveiviiiiiiiiieineens 1,521
Stockholder’s equity ........ccuvivriiiiiiiiiiiiiiiiieens 13,590

Total liabilities and stockholder’s equity................ $19,911
Operations for the period June 1, 1984, (date operations

commenced) to August 31, 1984, were as follows:

Total revenues .........ceuiverveieieiiiiiiiieiieiieeenns $ 551

Net eamings ............cooovviniiiiiiiiiinin. $ 292

The carrying value of the Company’s investment at August
31, 1984, was equal to its equity in the net assets. No divi-
dends were paid by the subsidiary.

CONAGRA, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Columnar dollar amounts in thousands except per share
amounts

1 (In Part): Summary of Significant Accounting Policies
Principles of Consolidation

The consolidated financial statements include the ac-
counts of ConAgra, Inc. and all majority-owned subsidiaries,
except those excluded because of the different nature of their
operations. All significant intercompany investments, ac-
counts, and transactions have been eliminated.

The accounts of a wholly owned subsidiary, United Agri
Products, Inc., have been consolidated on the basis of a year
ended February 28. Such fiscal period corresponds with that
company’s business year.

The investment in and the operating results of
Geldermann-Peavey, Inc., a commodity brokerage business,
and United Agri Products Financial Services, Inc., a finance
company, and 50% or less owned companies are included in
the financial statements on the basis of the equity method of
accounting. Operations of foreign companies are not material
to the Company.
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4. Investments in and Advances to Unconsolidated Sub-
sidiaries

The Company has 50% equity interests in Country Poultry,
Inc., a domestic processor of poultry products, and Bioter-
Biona, S.A., a food company in Spain, and a 49% equity
interest in Glendon Corporation, an international trading
company. Summary financial information of these companies
is set forth below:

1984 1983

Current @ssets .........oceeevenenecnnnnenne. $ 236,640 $126,528
Noncurrent assets ........cceoveveeeinennens 63,914 55,603
Total asSets .....cevvvviniveininiceninnennn 300,554 182,131
Current liabilities .............cceoeeennnen.. 158,416 76,871
Noncurrent liabilities ........................ 30,904 49,412
Total liabilities ..........coevvvvierenennn 189,320 126,283
Net SSetS....ouveririniiiieieieieieenenennen $ 111,234 $ 55,848
ConAgra’s investment .............c......... $ 55,460 $ 27,924
Net sales ...ovvveniriiiieiieiieeanenes $1,229,900 $925,547
Net iNCOMe ...ocvvverieiiiieieirieennnnes $ 36928 §$ 9,836
ConAgra’s equity in eamnings................ $ 18,116 $ 4,918

The Company charged these companies management
fees of $4,800,000 and $4,000,000, administrative fees of
$3,576,000 and $2,075,000, and rent of $2,355,000 and
$1,004,000, in 1984 and 1983, respectively. The Company
also, in the ordinary course of business, sells feed to the
Country Poultry, Inc. operations. Such sales amounted to
$60,288,000 in 1984 and $19,338,000 in 1983 and were
transacted at terms comparable to those obtainable from
other parties.

The Company formed two wholly owned subsidiaries dur-
ing 1984 and accounts for the investments in these sub-
sidiaries (Geldermann-Peavey, Inc. and United Agri Products
Financial Services, Inc.) on the equity basis because of the

different nature of their operations. Summary financial infor-

mation as of May 27, 1984 of these companies, which in
accordance with industry standards do not classify assets
and liabilities as current or noncurrent, is set forth below:

Cash and temporary investments..............c.ccevennenenn.. $ 26,686
Segregafed customer funds ..............c...oeeiiiiineininnn.. 92,039
Receivables and margin deposits.............ccceevveuiinnennes 88,966
Ofher assets...........oueeiiiiiiiiiiiiie e 6,126

Total ASSEtS ....vvnieniinieiiiiiiiiei e e eeaaas 213,817
Notes payable..........cocoveiiiiiiiiiiii e 29,860
Payable to customers ............ccceeiiiniiiiniiieeneiiene, 147,711
Other liabilities............c.cooviiiiiiiiiiii, 6,821

Total liabilities ...........cceerrereririnriiiieieeeeeeieeenees 184,292
Net assets—ConAgra’s investment ...............ceeeveennnen. $ 29,425

GENERAL MILLS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

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

A. Principles of Consolidation—The consolidated financial
statements include the following domestic and foreign opera-
tions: (1) parent company and 100% owned subsidiaries
other than General Mills Finance, Inc.; (2) majority-owned
subsidiaries; and (3) General Mills’ investment in and share

of net earnings or losses of 20-50% owned companies.
General Mills Finance, Inc. is accounted for by the equity
method because of the different nature of its operations.

The fiscal years of foreign operations generally end in
April.

Certain 1983 and 1982 amounts have been reclassified to
conform to 1984’s presentation.

LEAR SIEGLER, INC.

SUMMARY OF SIGNIFICANT ACCOUNTING POLI-
CIES

Principles of Consolidation

The consolidated financial statements include the ac-
counts of the Company and its consolidated subsidiaries.
Three wholly-owned finance companies are accounted for
using the equity method of accounting; summarized financial
information for these companies is included in the Notes to
Consolidated Financial Statements.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2: Investments

At June 30, 1984, other assets include an investment in
Lone Star Industries, Inc., a marketable equity security, of
$24,721,000 and investments in unconsolidated finance
companies of $23,079,000. Both of these investments were
acquired in the purchase of Bangor Punta.

The marketable equity security is carried at the lower of
cost or market. To reduce the carrying value to market value
at June 30, 1984, a valuation allowance was established in
the amount of $6,955,000. The valuation allowance repre-
sents an unrealized decline in market value net of related
taxes and is included in shareholders’ equity since the de-
cline is not considered to be permanent.

Investments in unconsolidated finance companies are ac-
counted for on the equity method. These finance companies
provide financing to dealers and customers of the Company’s
general aviation and marine products operations and to
growers who use services provided by Producers Cotton Oil
Company, a producer, processor and merchandiser of cotton
and related by-products. Condensed combined financial
statements of these companies follow:

Balance Sheet June 30, 1984

Assets:
Cash e $ 859,000
Receivables
Finance receivables—net ..................... 140,062,000
Accrued interest and other ................... 3,080,000
Repossessed aircraft .............c.c.cooeill. 3,895,000
Other......vviiii s 3,269,000
$151,165,000
Liabilities:
Notes payable to banks .............ceovenennen. $117,847,000
Due to affiliates..........cccevvveiiiiiiiniannn.. 3,791,000
(0] 47T PR 6,448,000
128,086,000
Shareholders’ equity........ccccoveveiininininineennns 23,079,000

$151,165,000
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Five Months Ended

Statement of Earnings June 30, 1984

Revenues:
Interest and other income........................ $ 13,147,000

Expenses:
Interest expense.............cceeveveiiiiinnnnnnes 5,716,000
Provision for credit losses ....................... 5,027,000
Selling, general and administrative expenses.. 1,146,000
11,889,000
Earnings before income taxes ...................... 1,258,000
Income taxes........ccoeuviniiiiiniieiiiiiiannnes 563,000
Net eamnings ..........ccoeeviiiniiinnienninnnnnn, $ 695,000

WANG LABORATORIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note A (In Part): Significant Accounting Policies

Principles of Consolidation—The consolidated financial
statements include the accounts of the Company and all sig-
nificant subsidiaries, except the accounts of the Company’s
wholly-owned customer lease financing subsidiaries, which
are accounted for by use of the equity method (Note C). Upon
consolidation, all significant intercompany accounts, transac-
tions and profits have been eliminated.

Note C (In Part): Investments

Investments at June 30, 1984 and 1983 consisted of the
following (in millions):

1984 1983

Investment in and advances to unconsolidated cus-
tomer lease financing subsidiaries ....... e
Less than 50% owned businesses:
Investment in InteCom Inc.—equity method
(market value of $68.7 at June 30, 1984). 82.4
Investment in VLS! Technology, Inc.—cost
method (market valuve of $41.3 at June 30,

$43.7

1984) .. 33.9
Other......ooovieiiiiiiii 7.8 3
$220.3  $44.0

Lease Financing Subsidiaries

The Company’s wholly-owned unconsolidated customer
lease financing subsidiaries provide financing for long-term
lease and certain operating rental contracts with domestic
and foreign customers. The subsidiaries’ operations are fi-
nanced principally by bank borrowings of which $95 million
are subject to certain guarantees by the Company at June
30, 1984. The investments are accounted for by use of the
equity method and earnings are included with rental income
in the Company’s statement of consolidated earnings. Provi-
sions for income taxes on. these earnings are included in
consolidated provision for income taxes. Summarized con-
densed financial information at June 30, 1984 and 1983 is as
follows (in millions):

1984 1983
Assets:
Cash and marketable securities ................. $ 19.4 $47.5
Accounts receivable .............................. 49.4 .5
Net investment in financing leases.............. 143.6 35.5
Other @ssets......cccoeeviriveivineinieninninnenn, 29.1 8.6
$241.5  $92.1
Liabilities and Stockholders’ Equity:
Notes payable to banks .......................... $138.2 $46.9
Other liabilities...............ccouevvniuiiniianin. 7.1 1.5
Due to Wang Laboratories, Inc. and subsidiaries 62.6 23.7
Stockholders’ equity ...........cevueenenniennnn.. 33.6 20.0
Results of Operations:
Lease financing income............c.cccuvneen.e. $13.6 $ 29
Rental and other income ............ccccceneenne. 2.9 1.3
Costs and expenses ................ccc.ceveneenne, (4.5) (.7)
Earnings before income taxes................ $ 120 $ 35
Net investment in financing leases consisted of the
following:
Minimum lease payments receivable ........... $169.1 $38.8
Less unearned financing income................. (34.5) (5.5)

Estimated residual valve ......................... 9.0 2.2
Net lease instaliments receivable ............ $35.5

At June 30, 1983, the parent Company’s net investment in
financing leases amounted to $54.2 million, which was trans-
ferred to its financing subsidiary during Fiscal 1984. The
Company’s sales and transfers of lease instaliment and other
rental receivables to its finance subsidiaries approximated (in
millions) $204.9, $35.7, and $10.1.in 1984, 1983, and 1982
respectively.
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BUSINESS COMBINATIONS

Paragraph 8 of APB Opinion No. 16 states:

The Board concludes that the purchase method and
the pooling of interests method are both acceptable in
accounting for business combinations, although not as
alternatives in accounting for the same business combi-
nation. A business combination which meets specified
conditions requires accounting by the pooling of inter-
ests method. A new basis of accounting is not permitted
for a combination that meets the specified conditions,
and the assets and liabilities of the combining com-
panies are combined at their recorded amounts. All other
business combinations should be accounted for as an
acquisition of one or more companies by a corporation.
The cost to an acquiring corporation of an entire ac-
quired company should be determined by the principles
of accounting for the acquisition of an asset. That cost
should then be allocated to the identifiable individual as-
sets acquired and liabilities assumed based on their fair
values; the unallocated cost should be recorded as
goodwill.

Paragraphs 50 to 65 and 66 to 96 of Opinion No. 16 de-
scribe the manner of reporting and disclosures required for a
pooling of interests and a purchase, respectively.

Table 1-10 shows that in 1984 the survey companies re-
ported 23 business combinations accounted for as a pooling
of interests of which 11 such business combinations did not
result in a restatement of prior year financial statements.
Those companies not restating prior year financial
statements for a pooling of interests usually commented that
the reason for not doing so was immateriality. Examples of
poolings of interests and purchases follow.

POOLINGS OF INTERESTS

DIGITAL SWITCH CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

2 (In Part): Business Combinations

As of June 27, 1984, the Company issued approximately
14,442,000 shares of common stock to the shareholders of
Granger based on an exchange ratio of 1.08 shares of the
Company’s common stock for each outstanding share of
Granger common stock.

Granger designs, manufacturers and markets telecom-
munications transmission equipment. The combination with
Granger was accounted for by the pooling-of-interests
method whereby all financial statements of the Company
prior to the combination were restated to combine with the
historical financial statements of Granger. Granger was on an
August 31 fiscal year, whereas the Company is on a De-
cember 31 calendar year. The restated December 31, 1983
consolidated balance sheet was combined with Granger's
August 31, 1983 balance sheet. The restated consolidated
statements of operations for the years ended December 31,
1983 and 1982 were combined with the statements of opera-
tions of Granger for the years ended August 31, 1983 and
1982, respectively.

The results of operations of Granger for the four month
period ended December 31, 1983 reflected revenue of

TABLE 1-10: BUSINESS COMBINATIONS

1984 1983 1982 1981

Poolings of Interests
Prior year financial

statements restated ...... 12 1 n 17
Prior year financial

statements not restated.. 1 15 13 13

Total ......oeevvicenennnnn 23 26. 24 30

194 154 145 156

$26,406,000 and net earnings of $160,000 which have been
reported as an increase in retained earnings. All 1984 finan-
cial information reflects the Company’s calendar year ending
December 31, 1984.

The following table shows the effect on results of opera-
tions for the periods prior to the combination (in thousands):

Earnings Before
Benefit of Net
Operating Loss Net

Revenue  Carryforward Earnings
Six months ended
June 30, 1984
(unaudited)
The Company.................. $ 95,201 $14,040 $14,040
Granger.......cccoveveeninennns 61,290 8,372 8,372
Combined.............cneete $156,491 $22,412 $22,412
Year ended
December 31, 1983:
The Company (as previously
reported) ........c.coeenent $127,052 $24,802 $25,473
Granger (year ended August
31,1983) e 70,298 8,911 9,259
Combined................... $197,350 $33,713  $34,732
Year ended
December 31, 1982:
The Company (as previously
reported) ........oeeenennnns $ 27,360 $ 3,121 $ 5,780
Granger (year ended August
31,1982).....cceeennenn. 41,019 3,616 5,167
Combined........c.c..enee.. $ 68,379 $ 6,737 $10,947

There were no transactions between the Company and
Granger during the periods prior to the combination.

EMULEX CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(2) Acquisition

On February 15, 1984, the businesses of the Company
and Personal Systems Technology, Inc. (Persyst), a
California-based manufacturer of enhancement and com-
munications hardware for personal computers, were merged
upon the exchange of the Company’s common stock for all of
the outstanding common and preferred shares of Persyst.
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This transaction was accounted for as a pooling of interests
and, accordingly, the consolidated financial statements and
notes thereto for all years presented have been restated to
include the accounts and operations of Persyst. Separate
results of operations of the combined entities for the years
ended June 26, 1983 and June 27, 1982 are as follows:

1983 1982

Net sales:
Emulex (as previously reported)..... $31,012,089 $16,084,199
Persyst .....oiviiiiiieiea 3,352,135 191,308
Combined.............ooevvvininennenn. $34,364,224 $16,275,507

Net earnings (loss):
Emulex (as previously reported)..... .$ 5,618,530 $ 2,200,933

Persyst ....ccoeeiiiiiiiiiiieniienen, (23,177) (112,340)

Combined............cccovieninnnn.e. $ 5,595,353 $ 2,088,593
Net earnings per common and common

equivalent share:

As previously reported............... $ .49 $ .24

Asrestated.............cooeieennnnnn. $ .45 $ .22

Separate results of operations of the combined entities for
the period June 27, 1983 to consummation of the combina-
tion included in the 1984 consolidated statement of earnings
are as follows:

Net Sales  Net Earnings

Emulex....c.coovvviniiiiiiiiiiiiene, $33,011,567 $ 7,033,929
Persyst oo 6,564,881 265,220
Combined..........covvvinvininnnenn.. $39,576,488 $ 7,299,149

JOSTENS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Acquisition of Business (In Part)

In December, 1983, the Company acquired Metridata Edu-
cation Systems, Inc., which operated over 20 proprietary
schools throughout the mid-central and Atlantic states. The
transaction was effected through the exchange of 724,000
common shares of the Company for all of the issued and
outstanding shares of Metridata. This merger has been ac-
counted for as a pooling of interests, and accordingly, all
financial data for periods prior to the merger have been re-
stated to include the results of Metridata. Net sales, net in-
come and earnings per share as combined for the two fiscal
years preceding the acquisition are as follows:

(In thousands)
Net Net Earnings
Sales Income  Per Share
1983:
Jostens......coeeeninennn, $39,475 $28,602 $2.25
Metriddta.................. 20,260 1,931
Combined............... $411,735 $30,533 $2.27
1982:
Jostens........cccovvnennn. $383,507 $26,803 $2.12
Metridata.................. 15,904 848
Combined............... $399,411 $27,651 $2.07

HECLA MINING COMPANY

NOTES TO FINANCIAL STATEMENTS

2 (In Part): Business Combinations:

On July 26, 1984, Hecla completed its merger with Ran-
chers Exploration and Development Corporation (Ranchers)
(whose business is substantially the same as Hecla’s). Pur-
suant to this business combination, each Ranchers share-
holder received 1.55 shares of Hecla common stock
(8,176,844 total shares) in exchange for each outstanding
Ranchers share.

The merger was accounted for as a pooling of interests
and, accordingly, the financial statements of Ranchers are
consolidated for all periods presented herein. The net reve-
nues, extraordinary credits, and net income of Hecla and
Ranchers for periods prior to the merger date (assumed to be
July 31, 1984 for financial statement purposes) were as fol-
lows:

Seven
Months Ended Year Ended December 31,
July 31, 1984 1983 1982
Revenues
Hecla............... $ 67,603,941 $ 84,983,041 $ 54,325,579
Ranchers........... 33,236,520 64,685,877 42,445,694

$100,840,461 $149,668,918 $ 96,771,273
Extraordinary Credits

Hecla............... $ 530,600 $ 7,075,000 $ —
Ranchers........... —_ — —
$ 530,600 7,075,000 $ —

Net Income (Loss)
Hecla............... $ 18,863,238 $ 26,701,696 $ 5,073,604
Ranchers........... 3,478,367 10,867,535 (394,527)

$ 22,341,605 $ 37,569,231 $ 4,679,077

Dividends that have been paid by Hecla and Ranchers are
as follows:

1984 1983 1982

Total amount
Hecla............... $ 4,586,427 $ 2,808,776 $ —_
Ranchers........... 690,663 1,595,464 837,699
Total ............ $ 5,277,090 $ 4,404,240 $ 837,699

Per Share

Hecla............... $ 0.20 $ 0.15 $ —
Ranchers........... 0.12 0.28 0.18
Total ............ $ 0.20 $ 0.17 $ 0.03

Total per share dividends represent the total dollar value of
dividends paid by both companies divided by the number of
common shares outstanding after reflecting stock splits and
the completion of the merger.

MAXWELL LABORATORIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note B-Merger

On January 31, 1984, the company issued 496,204 shares
of its Common Stock in connection with the acquisition of
S-Cubed, a San Diego-based research and development
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company, which has been accounted for as a pooling of
interests. The consolidated financial statements have been
restated for all periods prior to the pooling. Sales and net
income of Maxwell and S-Cubed prior to the restatement are
as follows:

Six Months Ended Year Ended July 31

January 31, 1984 1983 1982
Sales:
Maxwell............... $ 9,407,000 $22,221,000 $18,488,000
S-Cubed................ 7,432,000 15,305,000 13,654,000
Combined.............. $16,839,000 $37,526,000 $32,142,000
Net income:
Maxwell............... $ 246,000 $ 1,223,000 $ 730,000
S-Cubed................ 204,000 480,000 361,000
Combined.............. $ 450,000 $ 1,703,000 $ 1,091,000

The foregoing net income attributed to S-Cubed was in-
creased by $10,000 in 1982 to reflect the consistent applica-
tion by both companies of the flow-through method of ac-
counting for investment tax credits. Similarly, retained earn-
ings as of August 1, 1981 has been increased by $146,000 to
reflect that method of accounting for investment tax credits.

S-Cubed previously used the fiscal year ended August 31
for its financial reporting. To conform to Maxwell’s July 31
fiscal year-end, S-Cubed’s operating results for the month of
August 1983 have been included in the operating results of
fiscal year 1984 in the accompanying financial statements, as
well as fiscal year 1983. This duplication of August 1983
operating results has been adjusted by a $46,000 charge to
retained earnings.

PURCHASES

AMPCO-PITTSBURGH CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 2 (In Part): Acquisitions and Dispositions

In April, 1984 the Corporation acquired Vulcan, Inc. (“Vul-
can”) which was accounted for as a purchase transaction.
Vulcan, which is comprised principally of the Vulcan Mold &
Iron Company and Shepard Niles Crane & Hoist Corporation
(“SN”), is engaged in the ingot mold foundary (steel products
segment) and engineered equipment industries. The net tan-
gible assets acquired from Vulcan are included in the con-
solidated financial statements at cost in the amount of
$30,688,000 allocated on the basis of estimated fair value
and include: working capital $18,278,000; property, plant and
equipment $27,905,000; other assets $1,119,000; long-term
obligations $15,676,000; and other liabilities $938,000. Sub-
sequent to acquisition, certain Vulcan assets were liquidated
for approximately $6,644,000, thereby reducing the cost of
the Vuican assets retained by the Corporation.

The resuits of operations of Vulcan from April 1, 1984 have
been included in the consolidated financial statements.

In July, 1984 the Corporation acquired certain assets of a
European producer of material handling systems for approx-
imately $2,170,000, incorporating same as Cleveland Tram-
rail International, S.A. (“CTI"), to complement SN’'s en-
gineered equipment business.

In July, 1984 the Corporation acquired Union Electric Steel
Corporation (“UES”) which was accounted for as a purchase
transaction. UES and its wholly owned subsidiaries are en-
gaged principally in the manufacture of steel rolls and metal
finishing. Principal industries served are steel, aluminum,
glass, plastic and rubber. The net tangible assets acquired
from UES are included in the consolidated financial
statements at cost in the amount of $61,270,000 allocated on
the basis of estimated fair value and include: working capital
$30,903,000; property, plant and equipment $40,745,000;
other assets $3,993,000; long-term obligations $12,433,000;
and other liabilities $1,938,000.

The results of operations of UES from July 1, 1984 have
been included in the consolidated financial statements.

The consolidated results of operations on a pro forma
basis as though Vulcan, UES and CTI had been acquired on
January 1, 1983 are as follows:

1984 1983

Net sales ...... e ereeerereraneanaa $474,457,000 $361,806,000

Net income ........oceevenvenvennnnnes $ 9,438,000 $ 3,216,000

Net income per share ............... $ 99 3 .39
Weighted average number of shares

outstanding®................oeeele 9,545,000 8,221,000

*Adjusted for the shares issued to facilitate the acquisitions as if issued
on January 1, 1983.

The pro forma financial information is not necessarily indi-
cative either of results of operations that would have occurred
had the purchases been made at January 1, 1983, or of
future results of operations of the combined companies.

ANDERSON, CLAYTON & CO.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 18.

On June 5, 1984 the Company purchased all of the com-
mon stock of Gains Foods, Inc. for approximately $158 mil-
lion cash. Gains manufactures and sells nationally a broad
line of pet food. The acquisition has been accounted for as a
purchase and the accounts of Gains have been included in
the accompanying financial statements for the period June 2,
1984 through June 30, 1984. The excess of the total acquisi-

~tion cost over the fair value of net assets acquired of

$60,266,000 is being amortized on a straight-line basis over
forty years.

The following unaudited pro forma consolidated results of
operations assume that the purchase occurred on July 1,
1982:

(In thousands except per share) Year Ended June 30,

1984 1983
Revenues..........cooeevvvvneninnnns $1,795,706 $1,714,021
Net income ........ccoevvviviinnennnes 41,772 23,809

Net income per share ............... 3.37 1.92
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THE BLACK AND DECKER MANUFACTURING
COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

($000)

Note 2: Acquisition of Housewares Operations

On April 27, 1984, the Company acquired substantially all
of the assets and businesses of General Electric Company’s
Housewares operations. This acquisition includes operations
in the United States, Canada, Mexico, Brazil and Singapore
and brings to the Company a wide range of products which
generally could be termed small household appliances, in-
cluding food processing, beverage making, ovening, garment
care and personal care products. The acquisition has been
accounted for as a purchase transaction, and the consoli-
dated statement of earnings for the year ended September
30, 1984, includes the results of the Housewares operations
from the purchase date.

The cost of the acquisition was financed by the payment of
$108,800 in cash, long-term promissory notes with a dis-
counted value of $42,153, and the issuance of three million
shares of the Company’s common stock with a fair value of
$61,125, estimated in accordance with Accounting Principles
Board Opinion No. 16. The excess of the total acquisition
cost over the fair value of net assets acquired (goodwill) was
$91,303 and is being amortized on a straight-line basis over
twenty years.

The promissory notes and goodwill may be subsequently
reduced if a minimum level of earnings of one of the foreign
subsidiaries acquired is not maintained for the year ended
December 31, 1984. The notes will be further adjusted for
certain termination costs borne by the Company but charge-
able to General Electric Company, as outlined in the pur-
chase agreement. (See Note 12 of Notes to Consolidated
Financial Statements.)

The fair value assigned to assets acquired and liabilities
assumed, exciuding cash and marketable securities of
$7,698, were as follows:

Accounts receivable ..........ooviiiiiiiiiiea $ 8,048
INVENTOTIES « . nveeeeitiieitiiieie e ineereeereeneanaenen 99,463
Property, plant and equipment............c..cooiiniiennl. 119,361
GoodWill ... ..eeeii e 91,303
Other GSSets......cvviiiiitiiii e v e eeeeaas 52,160
Current liabilities ......c.ovviiiiiiiiiiiiiiiiiieieeneeeen (116,358)
Other long-term liabilities........................ccoeeiile (49,597)

$204,380

Other assets consist primarily of patents and trademarks.
Included in current liabilities and other long-term liabilities are
amounts of $24,000 and $48,600, respectively, which repre-
sent brand transition, redundancy, relocation and plant clos-
ing costs incident to the acquisition.

Pro forma results of operations, assuming the acquisition
occurred at the beginning of each period presented, are dis-
played in the following table. These pro forma results have
been prepared for comparative purposes only and do not
purport to be indicative of the results of operations which
actually would have resulted had the combination been in
effect on the dates indicated, or which may resuit in the fu-
ture.

1984 1983
Net Sales......c.ccoeevniviiieiiiniinnannen. $1,780,231 $1,634,044
Earnings From Continuing Operations ...... 87,153 30,558
Net EQrnings...........coeeveieveninninnnnnnes 87,153 46,558
Earnings Per Share:
Continving Operations .................... $ 1.72 § .66
Discontinued Operations.................. — .35
Total e $ 1.72 $ 1.01
Average Shares Outstanding................ 50,700 46,200
CABOT CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

B (In Part): Acquisitions

On September 29, 1984, the Company purchased the
Westar Unit of Pioneer Corporation (“Pioneer”’) comprising
the natural gas pipeline transmission business and most of
the natural gas liquid processing business of Pioneer in ex-
change for a combination of cash and petroleum products to
be tendered to Pioneer within the ensuing five-year period.

The acquired business includes a natural gas system
with approximately 3,400 miles of transmission lines, 800
miles of gathering lines and five gas processing plants. The
system and plants are located primarily in West Texas. The
business also includes a gas marketing subsidiary, a sub-
sidiary which owns and operates a gas storage and delivery
system serving industrial customers, a subsidiary owning a
25% interest in a 360-mile intrastate pipeline, and three other
small subsidiaries that purchase, gather, transport and sell
natural gas. The purchase price consisted of $150,000,000 in
cash paid at the closing and a commitment to tender to
Pioneer 2.516 million barrels of crude oil, 17.746 billion cubic
feet of natural gas and 200 million gallons of natural gas
liquids pursuant to deferred payment agreements. The esti-
mated value of the obligations under the deferred payment
agreements is $200,000,000. These agreements obligate
Cabot to tender to Pioneer specific minimum annual volumes
of each type of hydrocarbon over a five-year period. Crude oil
and natural gas are expected to be delivered from the Com-
pany’s production of existing oil and gas reserves, and
natural gas liquids are expected to be produced from the
existing gas processing facilities of the Company and the
Westar Unit. The foregoing deferred payment of hy-
drocarbons has been recorded on the Company’s balance
sheet at September 30, 1984, as current and non-current
deferred revenue (see Notes F and H). Deferred revenue will
be recognized as income along with related costs and ex-
penses as delivery of the hydrocarbons occurs. The aggre-
gate purchase price is approximately $350,000,000 plus
$10,000,000 of capitalized acquisition costs.

The acquisition was accounted for as a purchase and, ac-
cordingly, the purchase price was allocated to the acquired
assets and assumed liabilities based on their respective fair
values. Allocation of the purchase price is summarized as
follows:

Dollars in thousands

Accounts receivable ......................... $ 61,973
INVENTOMIES «.vvvivenirreieiiieeinenirnennens 17,123
INVesStMeNts .......c.oeeeenininenininennennns 2,403
Prepayments and deferred charges........ 219
Property, plant and equipment ............. 346,630
Accounts payable ..........cocoeiiiiiil. (68,348)
Total purchase price........c.c.cccevuenen.. $360,000
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The following unaudited consolidated pro forma informa-
tion shows the results of the Company’s operations for the
years ended September 30, 1984 and 1983 as though the
purchase of the Westar Unit had been made at the beginning
of each period presented.

Years ended September 30 1984 1983
Dollars in Thousands

Net Sales ..ovevniiiieniieieiiierieiienennns $2,289,979 $2,169,378
Net InCOMe ....cvvvnenininenininenienennnnnes $ 92,061 $ 70,669
Net income per common share.............. $ 2.86 $ 2.20

The pro forma results of operations are not necessarily
indicative of the actual results of operations that would have
occurred had the purchase been made at the beginning of
the respective periods, or of results which may occur in the
future.

DBA SYSTEMS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS
2. Acquisition
On April 27, 1984, DBA acquired all of the outstanding
common shares of LogEtronics, Inc. (LogE), a multi-national
manufacturer and distributor of photographic and computer
imaging technology products and systems. The purchase
price consists of two components, an initial issuance of
786,696 shares of DBA common stock with an estimated fair
market value at the acquisition date of $6,907,000 (exclusive
of acquisition costs of approximately $311,000) and an Es-
crow Agreement, which may result in the issuance of up to
120,000 additional shares of DBA’'s common stock if a
specified earnings level is met by LogE or if future contingen-
cies, as set forth in the Merger Agreement, do not materi-
alize. The amount of contingent consideration was not rea-
sonably determinable as of the acquisition date, and thus
was not included in determining the cost of acquiring LogE at
such date. Additional shares issued under the Merger and
Escrow Agreement will be recorded as additional goodwill.

The acquisition has been accounted for using the purchase
method of accounting. LogE’s assets and liabilities have
been recorded in DBA’s financial statements at their esti-
mated fair values at the acquisition date. The excess cost of
the acquisition over the estimated fair value of the net assets
is amortized on a straight-line basis over 40 years. LogE has
operating loss carryforwards amounting to approximately
$8,057,000, as of the date of acquisition. The tax benefit
resulting from the utilization of the operating loss carryfor-
wards will be recorded when realized as a retroactive ad-
justment of the purchase transaction. The Consolidated
Statement of Income for the year ended June 30, 1984, in-
cludes the operations of LogE from April 27, 1984 through
June 30, 1984, with the exception of the results for certain
foreign subsidiaries which are only included for the- period
April 27, 1984, through May 31, 1984, in order to provide for a
timely consolidation with the Corporation.

Following are pro forma combined results of operations for
the years ended June 30, 1984 and 1983, assuming the ac-
quisition of LogE had occurred on July 1, 1982. The results
are not necessarily indicative of what would have occurred
had the acquisition been consummated as of July 1, 1982, or
of future operations of the combined companies.

The results are based on certain purchase accounting ad-
justments recognized on consolidating LogE:

Pro Forma (unaudited)
Year Ended June 30,

1984 1983

Net sales .......cceevvvieenieneennnns $65,477,000 $60,474,000

Net iNCOME .....cvevivnenininicnnnnnes 1,409,000 273,000
Earnings per common and common

equivalent share .................. $ .38 .08

MET-PRO CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS
2. Acquisition
On July 19, 1984, the Company acquired Dean Brothers
Pumps Inc., a privately-held company, which name was sub-
sequently changed to Dean Pumps, Inc. This acquisition has
been treated as a purchase, the purchase price being
$4,608,800, made up of cash of $3,010,122 and 172,830
shares of Met-Pro Corporation common stock. In accordance
with Accounting Principles Board Opinion No. 16, the excess
amount of fair market value of net assets acquired over the
purchase price served to reduce the amount assigned to
non-current assets. The allocation of the purchase price, rec-
orded net of tax benefits as applicable, is summarized as
follows:

Working capital .........ocoveniiiiiiiiiiineeeene, $3,662,400
Property, plant and equipment ...............cocuvieen. 1,457,540
Other aSSetS.......covnvevriereiiiiieeeieiaeeiiinees 42,575
Long-term debt.........ccooviiiiiiiiiiiiii (553,715)

$4,608,800

The Company’s consolidated financial statements for the
year ended January 31, 1985 reflect the acquisition and the
operating results of Dean Pumps, Inc. since July 19, 1984.

On a pro-forma basis, the unaudited consolidated results
of operations would have been as follows if this acquisition
had occurred on February 1, 1983:

YEAR ENDED JANUARY 31,

1985 1984
Net sales ........covveevniineinnnnnn. $26,744,410 $21,120,953
Income before taxes on income.... $ 3,094,060 $ 2,249,886
Net income.......ccoeevvveineininnnn. $ 1,574,719 $ 1,214,690
Net income per share................ $ .82 $ .63

Dean Pumps, Inc. was merged into Met-Pro Corporation
on February 1, 1985 as the Dean Pump Division.

SCHLUMBERGER LIMITED

NOTES TO FINANCIAL STATEMENTS

Acquisitions

In April 1984, a subsidiary of the Company acquired 50%
of the Dowell business and assets in the United States from
The Dow Chemical Company and in July 1984, a subsidiary
of the Company acquired 50% of the Canadian operation of
Dowell at a combined cost of $439 million. Dowell Schlum-
berger provides cementing, stimulation and other oilfield
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services. The acquisitions have been accounted for as pur-
chases and are carried in investments in affiliated com-
panies, including cost in excess of the fair values of the net
assets acquired amounting to $196 million which is being
amortized on a straight-line basis over 40 years. The pro rata
share of revenue and expenses, from the dates of acquisi-
tion, is included in the individual captions in the Consolidated
Statement of Income.

On December 24, 1984, a subsidiary of the Company ac-
quired SEDCO, Inc., an offshore drilling contractor operating
mainly outside the United States, at a total cost of $968 mil-
lion ($482 million in cash and approximately 13 million shares
of Schlumberger Common Stock valued at $486 million). The
acquisition has been accounted for as a purchase and the
accounts of SEDCO have been consolidated with those of
Schlumberger effective December 31, 1984 after assigning
estimated fair values to the individual assets acquired and
liabilities assumed. Cost in excess of net assets acquired is
currently estimated at $372 million which will be amortized on
a straight-line basis over 40 years.

If these acquisitions had taken place on January 1, 1983,
the consolidated pro forma unaudited results of Schlum-
berger would have been:

YEAR ENDED DECEMBER 31, 1984 1983
(Stated in millions)
Revenue ..........cccoenvnvenininnnen. $7,035 6,727
Net income........ccoovvvviniinennnn. $1,236 $1,117
Net income per share (dollars)..... $ 4.10 $ 3.68
Average shares outstanding
(thousands)...................o..e. 301,577 303,930

CONTINGENCIES AND COMMITMENTS

FASB Statement of Financial Accounting Standards No. 5
defines a contingency as “an existing condition, situation, or
set of circumstances involving uncertainty as to possible gain
or loss to an enterprise that will ultimately be resolved when
one or more future events occur or fail to occur.” SFAS No. 5,
supersedes Accounting Research Bulletin No. 50 as the au-
thoritative pronouncement on accounting for and reporting
loss contingencies but reaffirms the provisions of ARB No. 50
that apply to gain contingencies and to commitments.

FASB Interpretation No. 34, effective for fiscal years end-
ing after June 15, 1981, requires that indirect guarantees of
indebtedness of others be disclosed.

FASB Statement of Financial Accounting Standards No.
47 discusses “unconditional purchase obligations typically
associated with project financing arrangements.” Paragraph
7 of SFAS No. 47 states the disclosure requirements for un-
conditional purchase obligations, as defined in paragraph 6,
which have not been recognized in the balance sheet. SFAS
No. 47 is effective for fiscal years ending after June 15, 1981.

Table 1-11 summarizes the various contingencies and
commitments (except leases which are summarized in Table
2-27) disclosed in the 1984 annual reports of the survey
companies. The balance sheets of 188 survey companies
showed a caption, without an amount, for contingencies
and/or commitments. Examples of contingency and commit-
ment disclosures follow. Additional examples of disclosures
concerning sales of receivables with recourse and obliga-
tions to maintain working capital or restrict dividends are pre-
sented in connection with Tables 2-6 and 2-25, respectively.

LOSS CONTINGENCIES
Litigation
ALPHA INDUSTRIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 12 (In Part): Commitments and Contingencies

A subsidiary is defendant in an action filed by two former
employees. These former employees have alleged a breach
of their employment contracts and the deprivation of certain
specified rights for which they are seeking $1,400,000 com-
pensating and $6,000,000 punitive damages. Management
believes the case is without merit and is vigorously defending
the case.

AMCAST INDUSTRIAL CORPORATION

NOTES TO CONSOLIDATED F)NANCIAL STATE-
MENTS

Contingencies
The company was a defendant in a class action suit which
was filed in June 1980 in the United States District Court for
the Southern District of Ohio on behalf of the union-
represented employees of the company’s Columbus, Ohio,

TABLE 1-11: CONTINGENCIES AND
COMMITMENTS

Number of Companies
1984 1983 1982 1981
Loss Contingencies

Litigation .........ccvvuvennns 339 340 34 342
Guarantee of indebtedness.. 118 121 125 127
Other guarantees............. 42 42 54 62
Sale of receivables with re-

COUMSE ..oeuenenennenecnen, 85 75 83 76
Possible tax assessment .... 65 74 69 73
Government regulations...... 40 39 43 35
Letters of credit.............. 17 24 N/C N/C
Renegotiation of government

contracts.........euvenenne. 7 6 7 13
Other—described ........... 24 30 22 32
Gain Contingencies
Operating loss carryforward 135 131 127 86
Investment credit carryfor-

ward ... 127 123 115 84
Plaintiff litigation ............ 19 28 24 22
Commitments
Dividend restrictions......... 413 418 434 430
Plant expansion.............. 89 97 103 103
Purchase agreements........ 66 63 57 67
Employment contracts ....... 29 22 19 13
Sale agreements.............. 7 n 16 n

Additional payments in con-

nection with an acquisi-

HON. .o 10 14 10 10
Other—described ........... 27 24 12 19

N/C—Not Compiled.
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iron foundry. The action stemmed from the closing of that
facility and named the United Steelworkers of America as
co-defendant with the company. The plaintiffs sought recov-
ery of wages, benefits, and punitive damages. In March
1983, the District Court Judge for the Southern District of
Ohio dismissed the case in its entirety. The plaintiffs ap-
pealed this decision to the United States Court of Appeals for
the Sixth Circuit (Cincinnati) in May 1983. Judgement was
granted in favor of the company in June 1984. Plaintiffs did
not appeal this decision and the case has been closed.

In May 1983, the National Labor Relations Board issued a
complaint against the company alleging that the company
ceased operations at its GHR foundry in Dayton, Ohio, and
relocated its production work in violation of the National
Labor Relations Act. Hearings before an administrative law
judge were held in July and September 1983. On January 9,
1984, the judge rendered his opinion that the company pay
laid-off employees backpay, plus interest, from their date of
layoff until expiration of the collective bargaining agreement
on June 4, 1983. This amount would be reduced by any
earnings through June 4, 1983, from subsequent employ-
ment. Management disagreed with these findings and ap-
pealed the decision to the National Labor Relations Board.
The Board remanded the case back to the administrative law
judge for further consideration based on subsequent NLRB
decisions. Although it is not possible to estimate the amount
of loss involved, if any, management believes the outcome of
this situation will not materially affect the company’s financial
position.

The company is subject to other legal proceedings and
claims which arise in the ordinary course of its business. In
the opinion of management, the amount of ultimate liability
with respect to these actions will not materially affect the
financial position of the company.

AMERICAN HOSPITAL SUPPLY CORPORATION

NOTES TO FINANCIAL STATEMENTS
I. Patent Litigation:

In October 1984, a jury awarded $17.5 million to the plaintiff
in a patent infringement case against American. The judge
has not entered final judgment in the case. He has the author-
ity to treble the damages, reduce the damages or set aside
the verdict. American strongly disputes the verdict and in-
tends to appeal if the judge affirms. A provision of $21.5
million ($11.1 million after tax) was charged to earnings in
1984.

EVEREST & JENNINGS INTERNATIONAL

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Legal Proceedings:

In 1982 a competing wheelchair manufacturer filed com-
plaints against the Company and a subsidiary. The com-
plaints allege that the Company has monopolized the man-
ufacture of wheelchairs, that the Company has conspired
with others in restraint of trade, that the Company has viol-
ated antitrust laws, that the Company has engaged in price
discrimination and in unfair competition and that it has inter-
fered intentionally in the plaintiffs business. The complaint

seeks damages in excess of $13,500,000. The Company .

denies all charges and has filed a counterclaim charging the

competing manufacturer with price and other discriminations
in violation of the Robinson-Patman Act. The Company
seeks damages in excess of $19,500,000.

In addition, this competing manufacturer filed lawsuits
against a domestic subsidiary and a foreign subsidiary, alleg-
ing patent infringements with no specific amounts claimed.
The subsidiaries have answered denying all substantive
charges.

A complaint was filed in the United States District Court for
the Central District of California against a subsidiary of the
Company claiming damages of $4,500,000 for nuisance and
trespass arising out of violations allegedly caused by opera-
tions at the subsidiary’s neighboring plant. The complaint is
presently awaiting trial.

On March 4, 1985, the Attorney General for the State of
Missouri filed a Petition For Injunction And Other Court Or-
ders against a subsidiary of the Company seeking, among
other reliefs, a permanent injunction requiring the subsidiary
to recall its Model 3P motorized wheelchairs sold to Missouri
consumers for inspection and repair of an alleged defect in
the motor. The subsidiary is currently working with the Attor-
ney General, and is investigating the claims and allegations
that have led the Attorney General to file his action.

The Company and the subsidiaries involved intend to vig-
orously defend themselves in the pending actions, but the
Company is unable to predict their eventual outcome.

FIRST NATIONAL SUPERMARKETS, INC.

NOTES TO FINANCIAL STATEMENTS
8. (In Part): Litigation.
Antitrust Litigation

The Company is one of 20 defendants in an antitrust case
filed by the May Department Stores Company in Federal
District Court in Cleveland, Ohio in which the plaintiff claims
that the Company and the other defendants conspired to
cause wrongful termination of the plaintiff's trading stamp
program in the Cleveland market and that the termination
was part of a price-fixing arrangement in which the defen-
dants conspired to restrain trade in the Cleveland area
market for trading stamp programs. The plaintiff seeks dam-
ages of $60,000,000 before trebling plus punitive damages of
$60,000,000. The plaintiff further alleges that the defendants
fraudulently misrepresented their intentions to the plaintiff
and seeks an additional $4,000,000 in compensatory dam-
ages and $4,000,000 in punitive damages.

The case is in the discovery phase and has not been as-
signed for trial. The Company believes it has meritorious de-
fenses and will vigorously defend itself in the action.

HARSCO CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

10. Commitments and Contingent Liabilities:

As security for performance and advances on long-term
contracts, the Company is contingently liable, in the amount
of $163,497,000, under standby letters of credit and bonds.

The Company is party to various legal proceedings inci-
dental to its business. Certain claims, suits and complaints
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arising in the ordinary course of business have been filed or
are pending against the Company. In the opinion of man-
agement, all such matters are adequately covered by insur-
ance or if not so covered, are without merit or are of such
kind, or involve such amounts, as would not have a signifi-
cant effect on the financial position or results of operations of
the Company if disposed of unfavorably.

HOLLY SUGAR CORPORATION

NOTES TO FINANCIAL STATEMENTS

9. Litigation:

In January 1984, the Company was named as a defendant
in a lawsuit filed in the Federal District Court in Cheyenne,
Wyoming, by six individual plaintiffs on behalf of themselves
and five purported classes of plaintiffs. The complaint al-
leges, among other claims, that the Company (i) breached its
1982 contract and earlier contracts with certain sugarbeet
growers; (ii) was unjustly enriched with monies belonging to
certain growers; (iii) tortiously interfered with claimed contrac-
tual rights of the growers; (iv) violated certain Federal and
state agricultural marketing statutes; and (v) violated certain
Federal antitrust laws. The plaintiffs seek single and treble
damages in an aggregate amount of $55,711,164.

The Company has filed an answer denying the material
allegations of the complaint and has alleged a number of
counterclaims against certain members of the alleged
classes of plaintiffs. The lawsuit is currently in the discovery
phase. Plaintiffs’ request to conduct this lawsuit as a class
action was granted temporarily on February 6, 1984. Briefing
and oral argument on the issue of class certification are
scheduled to be completed during June 1984. Although it is
impossible at this time to predict with certainty the ultimate
outcome of this litigation, the Company believes it has
meritorious defenses, is vigorously defending the lawsuit and
believes that the ultimate outcome of this litigation will not
have a material adverse effect on the Company’s financial
condition.

The Company is also involved in other claims and lawsuits
but does not believe that the outcome of any of those matters
will have a material adverse effect on the Company’s finan-
cial condition.

INTERSTATE BAKERIES CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

3. Contingent Liability

The Company is contingently liable for the payment of
computer related debt (approximately $37,000,000 at May
31, 1984) assumed by the Purchaser of its discontinued op-
erations. (See Note 2.)

On January 31, 1984, the Purchaser and its affiliated en-
tities instituted suit against the Company. The plaintiffs al-
leged principally that, by virtue of claimed oral assurances
and an alleged joint venture between the plaintiffs and the
Company, the Company is obligated to provide financial as-
sistance to the plaintiffs beyond that expressly provided for in
the written agreements between them. The plaintiffs seek
damages in excess of $44,000,000 including $3,000,000 of
punitive damages. Based upon the opinion of counsel, the
Company believes this action is without merit.

LAMAUR INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-

MENTS

J. Litigation

The Company is involved in litigation with distributors who
allege Lamaur engaged in illegal restraints of trade and
commerce. This type of litigation often arises in the
distributor/manufacturer relationship and occurs most fre-
quently subsequent to the termination of a distributor. The
Company is currently involved in three such actions. In the
opinion of management, these actions can be successfully
defended or resolved without material adverse effect on the
financial position of the Company.

NORTH AMERICAN PHILIPS CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

17. Commitments and Contingencies

A subsidiary of NAPC and several major chemical man-
ufacturers were named as defendants in a number of widely
publicized suits beginning in 1979 brought on behalf of veter-
ans of the Vietnam conflict and their families, alleging that
chemicals known as Agent Orange supplied to the govern-
ment for use in defoliating jungles to expose snipers and
enemy installations caused cancer and other ilinesses in ex-
posed servicemen and birth defects in their offspring. Most of
these suits were transferred to the United States District
Court, Eastern District of New York, where they were certified
as aclass action. In May 1984, the Court announced a tenta-
tive settlement, subsequently approved by the District Court
on January 7, 1985, calling for a cash payment by all defen-
dant manufacturers (without admitting any wrongdoing or
that the products caused the injuries complained of) totaling
$180.0 million, to be deposited with and administered by the
Court for the benefit of the plaintiffs. The share of the settle-
ment agreed to by NAPC's subsidiary was almost entirely
covered by insurance and has been paid by its carriers. A
number of plaintiffs chose to withdraw from the class and
thus are not covered by the settlement and other persons not
included in the class may make similar claims in the future,
but management believes that these issues will similarly be
resolved without adverse impact on the financial position or
results of operations of NAPC.

Several of NAPC'’s subsidiaries are parties to proceedings
before federal and state regulatory agencies in connection
with the clean up of environmental problems, primarily re-
lated to closure of plants of discontinued chemical opera-
tions. Management believes that adequate provision has
been made to cover the cost of compliance with all applicable
regulations in connection with these closures. Also, several
of NAPC’s subsidiaries, along with hundreds of other com-
panies, have been named as potentially responsible parties
in state and federal proceedings for the clean up of various
dump sites. While the waste disposal was carried out by
these subsidiaries in accordance with all appropriate proce-
dures called for at the time of disposal, subsequent changes
in the law make all contributors to the waste at a site respon-
sible for the cost of clean up. However, the quantity and
nature of the waste disposed of by NAPC'’s subsidiaries is so
minimal that management expects these procedings to be
resolved without significant cost.
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NAPC and its subsidiaries have claims pending against
them, generally incidental to their business. In the opinion of
management, such claims will not result in any liability which
would materially adjust the financial statements at December
31, 1984.

PIONEER HI-BRED INTERNATIONAL, INC.

NOTES TO FINANCIAL STATEMENTS
Note 7 (In Part): Contingent Liabilities

Migrant workers in Texas have filed suits against the Com-
pany and certain farm labor contractors alleging violations of
the Farm Labor Contractor Registration Act (FLCRA). The
court has certified one of these cases as a class action. In
each case the plaintiffs allege they were employed by the
Company, or in the alternative by the Company and the farm
labor contractor jointly, and therefore the Company was sub-
ject to the requirements of FLCRA. The Company denies
these allegations. The maximum civil penalty set forth in
FLCRA for all of the alleged violations, if established, could
exceed $5,000,000. Trial counsel for the Company, based on
their present knowledge of the case has advised the Com-
pany that, while the outcome of any litigation is uncertain,
they are of the opinion that it is unlikely the above-described
litigation will result in any recovery which will materially affect
the financial position or operating results of the Company.

Other litigation is pending against the Company asserting
product liability and other claims, which in the opinion of
counsel for the Company arose in the ordinary course of
business and will not result in any material liability to the
Company.

ROCKCOR, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Amounts in thousands except per share data.

Note L—Contingencies and Litigation

In the normal course of business, the Corporation has vari-
ous claims and other contingent matters, including questions
raised by Government contracting officers and auditors, re-
garding the accounting treatment of some of its contracts.
Although the final outcome of these matters cannot be pre-
dicted, the Corporation believes it has meritorious positions
and adequate provision has been made for all reasonbly es-
timable costs.

The Corporation is a guarantor to the General Insurance
Company, a surety company, which issued a $1,230 surety
bond on work performed in 1971 by the Explosive Corpora-
tion of America (“Explo”), a former subsidiary, pursuant to a
construction contract in Puerto Rico. Explo is party to a suit
alleging failure of performance under this contract. On
November 16, 1982, a court in Puerto Rico entered a judg-
ment against Explo for approximately $2,400 and against the
surety company for $1,230 under the bond. A motion naming
the Corporation as successor-in-interest to Explo is still pend-
ing. Management has been advised by lead litigation counsel
that the probable maximum liability of the Corporation is
$1,230.

Management has also been advised that substantial
grounds exist for reversing the finding of liability or damages
on appeal and management intends to continue to strongly

contest this matter through appeal, if necessary, to obtain a
satisfactory conclusion of this proceeding. Management be-
lieves that, based upon this advice, the ultimate resolution of
the lawsuit will not have a materially adverse effect on the
business or financial condition of the Corporation.

On January 4, 1985, an investor group filed a Form 13D
with the Securities and Exchange Commission, indicating
their intent to seek control of the Corporation and obtain a
change in the Corporation’s management by means of a
proxy solicitation or otherwise. The financial effects, if any, on
the Corporation, which may result from this group taking the
action referred to, have not been identified at this time.

WITCO CHEMICAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

Note 12. Litigation

A civil action was commenced against the Company by the
state of New Jersey, filed in the Superior Court of New Jer-
sey, Chancery Division, Middlesex County, alleging that the
soil at one of its plants is contaminated with polychlorinated
biphenyls (PCBs) and that PCBs have been discharged into
the local sewer system and waterways. The state is seeking
various forms of relief and payments including having the
Company clean up and remove PCBs from the sewer system
and waterways, reimburse the state for monies expended in
clean-up activities and payment of statutory penalties. The
complaint does not set forth a precise amount of damages.
The contamination resulted from the use, discontinued in
1973, of purchased industrial supplies that were incidental to
a manufacturing process. Management is contesting the civil
action because it does not believe that off-site contamination
was a direct result of the Company’s activities.

There are various other lawsuits pending against the Com-
pany arising out of the conduct of its business.

Independent counsel to the Company has advised that it
does not consider that the outcome of the above lawsuits will
have a material adverse effect on the Company’s business or
financial position.

XEROX CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-

MENTS

Litigation

In 1983 an action was brought against the Company in the
United States District Court for the District of New Jersey
which alleges age discrimination in violation of the Federal
Age Discrimination in Employment Act (Act) on behalf of
named plaintiffs and a purported class of all persons between
the ages of forty and seventy who, since May 1, 1980, had
unsuccessfully applied for employment in a salaried position
with the Company, or who were employees of the Company
in such a position and were denied promotion or were termi-
nated.

At the court’s direction, notice of the action and an oppor-
tunity to join in the suit was given to all salaried employees
within the forty to seventy age group who left the employ of
the Company during the period from May 1, 1980 through
March 31, 1983, or who were employed by the Company on
March 31, 1983. The notice provided that such persons were
entitled to join in the suit only if they claim that during the
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relevant period they were terminated, required to retire or
denied equal opportunities for promotion as a result of age
discrimination. Approximately 1,300 individuals have indi-
cated they wish to join in the suit. The judge has reserved
decision with respect to whether job applicants should be
permitted to join in the suit.

The named plaintiffs seek reinstatement for themselves,
and they seek for themselves and for members of the class
compensatory damages consisting of back pay including
fringe benefits, and liquidated damages doubling the amount
of compensatory damages if the conduct was wilful. The
named plaintiffs also seek compensatory, punitive,
exemplary and special damages under state law claims.
Plaintiffs also seek injunctive relief.

In 1984, the Company received a letter from the Equal
Employment Opportunity Commission (EEOC) alleging that
the Commission has determined that the Company has viol-
ated the Act by following policies and practices which dis-
criminate against salaried employees and former employees
in the forty to seventy age group. The EEQC letter, which is in
standard form prescribed by EEOC operating procedures,
was issued under a general delegation of authority to the
EEOC staff without any hearings or formal determinations by
the Commission itself. The purpose of the letter is to stop
the statute of limitations from running and to commence a
conciliation procedure with respect to terminated employees.
The Company is engaged in such conciliation and discus-
sions about the merits of the Company’s position with the
EEOC.

An action has been brought against the Company in the
United States District Court for the Northern District of Texas
in which a former employee of the Company alleges that he
was responsible for the development of certain small Xerox
computers, including the Xerox 820, and that various prom-
ises to him by the Company were not fulfilled, including
bonuses, incentive compensation and royalties for his efforts.

Plaintiff also claims that proprietary information he owned
was fraudulently obtained by the Company from him, the
Company was unjustly enriched from his proprietary informa-
tion and he has been slandered by the Company which has
interfered with his prospective business opportunities. Plain-
tiff claims an aggregate of at least $375 million in compen-
satory and punitive damages on his various claims.

The Company denies any wrongdoing and intends to vig-
orously defend the foregoing proceedings.

Guarantee of Indebtedness of Others

AIR PRODUCTS AND CHEMICALS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

12. Other Commitments and Contingencies

At the end of fiscal 1984, the company had purchase
commitments to spend approximately $42 million for
additional plant and equipment.

The company has guaranteed repayment of borrowings of
two unconsolidated affiliated companies accounted for on the
“equity method. At year-end, these guarantees totalled $6.9
million.

In the normal course of business the company has com-
mitments, lawsuits, claims and contingent liabilities. How-
ever, the company does not expect that any sum it may have
to pay in connection with any of these matters would have a
materially adverse effect on its consolidated financial posi-
tion.

ASHLAND OIL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Other commitments (In Part)

Ashland Coal has a contingent liability of $27,000,000 for
its share of the indebtedness of a 20% owned joint venture
operating a coal loading terminal on the Atlantic coast. Ven-
ture partners are required to pay their share of operating and
debt service costs to this joint venture in exchange for the
right to use their share of the terminal’'s loading capacity.
Such payments amounted to $1,644,000 in 1984 and will
approximate $4,000,000 annually through 2012 for fixed
operating and debt service costs under current economic
conditions.

Ashland or certain consolidated subsidiaries are contin-
gently liable under guarantees of certain indebtedness is-
sued principally by unconsolidated subsidiaries and affiliates
amounting to approximately $57,000,000 at September 30,
1984. Repayment of this indebtedness is expected to come
from funds provided from operations of the borrowing com-
panies.

ATLANTIC RICHFIELD COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

13 (In Part): Other Commitments and Contingencies

The Company has commitments, including those related to
the acquisition, construction and development of facilities, all
made in the normal course of business.

At December 31, 1984 and 1983, there were contingent
liabilities with respect to guarantees of securities of other
issuers of approximately $120 million. Included in this
amount is a guarantee of approximately $70 million. Under
an agreement reached in 1982, a third party is committed to
reimburse the Company for any payment under this guaran-
tee. Also at December 31, 1984 and 1983, there were indirect
guarantees of approximately $85 million and $90 million, re-
spectively, of which $60 million is indemnified.

COMPUGRAPHIC CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

8 (In Part): Commitments and Contingent Liabilities

Contingent Liabilities

The Company owns a 49 percent interest in Compugraphic
de Mexico S.A., an unconsolidated subsidiary, which is ac-
counted for under the equity method. The Company has
guaranteed $2,379,000 of bank borrowings of this Mexican
subsidiary. As of December 29, 1984, the Company, in ac-
cordance with generally accepted accounting principles, has
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reduced its investment by its share of operating losses to a
net liability position of $575,000.

THE GILLETTE COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Contingencies

Gillette is subject to lawsuits and claims arising out of its
business. Management, after review and consultation with
counsel, considers that any liability from these lawsuits would
not materially affect the consolidated financial position of the
Company.

The Company has guaranteed borrowings of certain com-
panies in which it holds minority interests. Such guaranteed
borrowings amounted to approximately $11 million at De-
cember 31, 1984.

K MART CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(Q) Contingent Obligations

On January 29, 1982, Astra, S.A. (Astra), the company’s
Mexican retail affiliate, made a public offering of long-term
debt in the principal amount of $100.0 million to finance the
acquisition of land and the construction and fixturing of new
Astra discount department and food stores in Mexico. The
16%4% notes due 1992 are unconditionally guaranteed by K
mart Corporation. The company has additionally guaranteed
a bank loan of $12.0 million.

The company and G.J. Coles & Coy. Limited (Coles) have
guaranteed indebtedness related to certain properties in
Australia on a joint and several basis. Coles subsequently
indemnified K mart Corporation from any liability incurred
pursuant to its guarantees. As of January 30, 1985, the
amount guaranteed was $30.0 million.

MILLER TECHNOLOGY & COMMUNICATIONS
CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 4 (In Part): Notes Payable

The Company is a guarantor of a $10,000,000 bank line of
credit of American Student Loan, Inc., which had an outstand-
ing balance at September 30, 1984 of $4,258,114. This
agreement imposes no restrictions or covenants materially
affecting the operations of American Student Loan, Inc. or the
Company. The date specified in the line of credit agreement
through which American Student Loan, Inc. could borrow
against the line was July 31, 1984. The bank has not re-
negotiated a new agreement and is continuing to fund Ameri-
can Student Loan, Inc.’s borrowings under the terms and
conditions of the old agreement. Borrowings from August 1,
1984 through November 16, 1984 amounted to approxi-
mately $573,000. The bank has not expressed any intention
to demand payment or to deny future funding, and manage-
ment believes that funding will continue as long as collateral
is adequate and satisfactory progress is made by the Com-
pany in achieving profitable results of operations.

PHELPS DODGE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

19 (In Part): Contingencies

The Corporation and its wholly owned subsidiary, Phelps
Dodge Industries, inc., have guaranteed borrowings, totaling
approximately $13.9 million, by other companies, and the
Corporation has guaranteed an obligation of Consolidated
Aluminum Corporation to purchase 10,000 tons of aluminum
a year through 1986.

SUNDSTRAND CORPORATION

FINANCIAL SUMMARY

Long-Term Debt (In Part)

During 1981, Sundstrand Finance International N.V.,, a
subsidiary of Sundstrand Corporation, entered into an
agreement whereby a third party assumed the repayment of
the principal of $12,637,000 and interest on 8%% sinking
fund bonds due serially to 1987. Sundstrand is contingently
liable until the third party discharges the assumed obliga-
tions.

SUPER VALU STORES, INC.

NOTES TO FINANCIAL STATEMENTS

G. Commitments and contingent liabilities:

The Company has guaranteed mortgage loan obligations
of $1,998,000. The Company has also guaranteed the leases
and fixture financing loans of various affiliated retailers
($5,582,000 and $702,000 respectively). In addition, the
Company is contingently liable for bonds ($14,638,000) that
are comprised of an assignment to the purchasers of its Har-
rison House Food Service Division ($2,190,000), various af-
filiated locations ($10,598,000) and a tax increment bond
($1,850,000).

UNIVERSAL LEAF TOBACCO COMPANY,
INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 9 (In Part): Commitments and Other Matters

Contingent obligations resulting from guarantees of lines of
credit for foreign and domestic affiliates approximated $48
million at June 30, 1984. The maximum ‘exposure related to
any one affiliate approximated $11 million.
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Guarantees Other Than Guarantees of
Indebtedness

BIRD INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

8 (In Part): Additional Financial Information

The Company warrants under certain circumstances that
its building materials group products meet certain manufac-
turing and material specifications. In addition, for marketing
considerations, the Company makes elective settlements in
response to customer complaints. The Company records the
liability for warranty claims and elective customer settlements
when it determines that a specific liability exists or a payment
will be made. During 1984, 1983 and 1982, the Company
recorded approximately $4,734,000, $4,800,000 and
$4,100,000 in warranty expenses and elective customer set-
tlements. The Company has not recorded any liability for
future unasserted claims or complaints because it does not
believe that the aggregate potential liability that may resuit
from future warranty claims can be meaningfully quantified
with a reasonable degree of accuracy. Under the terms of an
Asset Purchase and Sale Agreement (see Note 2) Genstar
has assumed certain Company liabilities arising out of war-
ranty claims related to the businesses sold.

CHICAGO PNEUMATIC TOOL COMPANY

NOTES TO FINANCIAL STATEMENTS

Investments in Companies Not Consolidated (In Part)

Finance Subsidiary: The Chicago Pneumatic Credit Corpo-
ration is a wholly-owned domestic finance subsidiary. The
finance subsidiary purchases receivables arising from sales
of Company products. In addition, through its wholly-owned
subsidiary, Mechanics Acceptance Corp., it also purchases
receivables from MATCO and finances purchase contracts of
the end-user mechanics. Purchases of receivables
amounted to $12,960,000 in 1984, $20,794,000 in 1983 and
$29,819,000 in 1982. In accordance with an agreement be-
tween the Company and Chicago Pneumatic Credit Corpora-
tion, the finance subsidiary must realize quarterly earnings
before interest charges and taxes of at least one and one-half
times its interest charges payable to third parties. Any de-
ficiencies must be charged to the Company. In connection
therewith, the Company was charged $1,608,000 in 1984,
$1,018,000 in 1983 and $2,390,000 in 1982. Amounts due
from the Company were $1,911,000 at December 28, 1984
and $2,297,000 at December 30, 1983. The Company was
contingently liable for $19,545,000 and $26,231,000 of the
finance subsidiary’s receivables at December 28, 1984 and
December 30, 1983, respectively. Amounts due from the
Company are currently settled on a monthly basis.

CHRYSLER CORPORATION

NOTES TO FINANCIAL STATEMENTS

Note 13 (In Part): Relationship with Chrysler Financial
Corporation (CFC)

CFC is a wholly-owned unconsolidated subsidiary_of
Chrysler Corporation. CFC's primary function is to provide
wholesale, retail and lease financing to Chrysler-franchised

dealers. Chrysler Corporation and CFC are parties to an In-
come Maintenance Agreement, expiring December 31, 2000,
requiring Chrysler Corporation to pay a fee to maintain CFC's
ratio of income before taxes available for fixed charges at no
less than 125% of fixed charges on an annual basis. No
payments were required from Chrysler Corporation during
1984 or 1983 under the Income Maintenance Agreement.
Payments of $63.1 million were made pursuant to the
agreement in 1982. The effect of this fee was eliminated in
the consolidated statement of earnings.

PETTIBONE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note J—Contingencies

At March 31, 1984, the Company was contingently liable
for discounted accounts receivable and guarantees in con-
nection with leases to third parties in the amount of approxi-
mately $4,400,000.

ROCKWELL INTERNATIONAL CORPORATION

NOTES TO FINANCIAL STATEMENTS

5 (In Part): Finance Subsidiary

The company guarantees commercial paper borrowings of
the finance subsidiary or advances cash to meet its financial
requirements. Borrowings averaged $89 million during 1984
and $111 million during 1983 at average interest rates of
10.2% and 8.9%, respectively.

Under an agreement with the finance subsidiary, the com-
pany is obligated to make annual payments, if necessary, to
maintain the revenues of the finance subsidiary at 150% of its
interest costs. Payments were not required in 1984 and 1983.
A payment of $3.1 million required in 1982 has been elimi-
nated from the company’s consolidated financial statements.

SUN COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

10 (In Part): Commitments and Contingent Liabilities

Sun is contingently liable under throughput agreements
and take-or-pay contracts which guarantee certain debt of
associated companies and others aggregating a maximum of
approximately $59 million at December 31, 1984 and matur-
ing at various dates through 2002. Sun is also contingently
liable as guarantor of annual rental payments of other com-
panies of $17 million at December 31, 1984. Management
considers that losses, if any, from these guarantees would
not be significant.
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Receivables Sold With Recourse

CPC INTERNATIONAL INC.

NOTES TO FINANCIAL STATEMENTS

Financing arrangements—Short-term (In Part)

In several countries outside the United States, notes and
accounts receivable are discounted with banks. The contin-
gent liability under such arrangements amounted to $25.3
million in 1984, $44.5 million in 1983, and $36.8 million in
1982, at the respective year ends.

DIAMOND SHAMROCK CORPORATION

FINANCIAL SUMMARY

Commitments and Contingencies (In Part)

At December 31, 1984, loan guarantees associated with
the indebtedness of associated companies and other entities
amounted to $.4 million and the Company was contingently
liable in the amount of $18.0 million for Chemnor Group notes
receivable sold with recourse. In addition, the Company has
guaranteed $9.0 million of debt and is contingently liable for
$47.1 million of notes receivable sold with recourse of The
1600 Corporation, the successor to the pipe business of
Sigmor. Although The 1600 Corporation is current in pay-
ment of both the principal and interest on such debt and
notes, it did not operate at a profit in 1984 and there can be
no assurance that it will operate at a profit in 1985.

MONSANTO COMPANY

NOTES TO FINANCIAL STATEMENTS

Commitments and Contingencies

Commitments in connection with uncompleted additions to
property and investments in affiliates were approximately
$178 million at December 31, 1984. Monsanto was contin-
gently liable as guarantor of bank loans and for discounted
customers’ receivables totaling approximately $60 million at
December 31, 1984.

Monsanto is a party to a number of lawsuits, which it is
vigorously defending, arising in the normal course of busi-
ness. Certain of these actions seek damages in very large
amounts. While the results of litigation cannot be predicted
with certainty, management believes, based upon the advice
of Company counsel, that the final outcome of such litigation
will not have a material adverse effect on Monsanto’s con-
solidated financial position.

QUIXOTE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

11 (In Part): Commitments and Contingencies:

A subsidiary of the Company sells customer receivables to
financial institutions with limited recourse. The proceeds of
such sales were $5.8 million in fiscal 1984. The aggregate
amount of transferred receivables which remain uncollected
at June 30, 1984 is approximately $18,000,000. The aggre-
gate loss under these arrangements, for which the Company
is contingently liable, net of tax effect, is limited to
$1,872,000.

Possible Tax Assessments

CAESARS WORLD, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 6 (In Part): Income Taxes

The Internal Revenue Service (IRS) has examined the
Company’s Federal consolidated income tax returns through
fiscal 1980 and has issued notices of deficiencies with regard
to the Company’s tax returns for fiscal 1967 through 1980.
The Company and the IRS have reached a tentative agree-
ment with regard to the underlying issues resulting in unpaid
taxes as of July 31, 1984, of approximately $17 million plus
accrued interest. These liabilities are reflected in the Com-
pany’s financial statements at July 31, 1984. These notices
include the assessments relating to recognition of revenue
from casino credit transactions in Nevada prior to June 1,
1983, based on a 1982 court decision against the Company.
The IRS is currently examining the Company’s consolidated
income tax returns for fiscal 1981 through 1983.

G. D. SEARLE & CO.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

1 (In Part): Income Taxes

The company is contesting proposed deficiencies of in-
come taxes received from the Internal Revenue Service for
the years 1974 through 1979 relating to a proposed realloca-
tion of income from its Puerto Rican subsidiary. The pro-
posed deficiencies for the years 1974 and 1975 were con-
tested in the U.S. Tax Court in June 1982. No decision has
been rendered. If the courts were ultimately to rule in the
government’s favor and such ruling was applied to the years
1974 through 1982, the maximum additional U.S. federal tax
liability as of December 31, 1984, would be approximately
$499 million. This amount reflects the utilization of available
net operating losses and foreign and investment tax cred-
its, assumes disqualification under Internal Revenue Code
Section 936(h) for the years 1983 and 1984, and includes
interest net of related tax benefits. It is the opinion of man-
agement and its tax consultants that the ultimate resolution of
this matter will not result in a material adverse charge to
earnings.

STEIGER TRACTOR, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 10 (In Part): Income Taxes

In 1984, the Internal Revenue Service (IRS) completed an
examination and issued a report on the Company’s income
tax returns for 1980 through 1982. The Company has agreed
to certain issues raised by the IRS and recorded the appro-
priate taxes and interest. The Company strongly disagrees
with certain other issues raised by the IRS which claim
additional taxes due of approximately $1,800,000, a portion
of which could be offset by existing investment tax credit
carryforwards. The disputed issues relate primarily to the
value placed on the early termination of a manufacturing
agreement concluded in 1982 and to Steiger's calculation of
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DISC income. Steiger is appealing these issues and although
management believes that the disputes will ultimately be re-
solved in favor of the Company, in the event of an unfavor-
able outcome, the additional taxes payable and the reduction
of investment tax credit carryforwards (previously utilized for
financial reporting purposes) would result in a charge to op-
erations at the time the issues are settled.

MORTON THIOKOL, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Income Taxes (In Part)

The Internal Revenue Service has completed its examina-
tion of federal income tax returns through fiscal year 1982 for
Morton Thiokol, Inc. and through fiscal year 1978 for Thiokol
Corporation and has issued notices of deficiency on certain
issues. The two principal issues relate to the treatment of
gain on the sale of a discontinued business and the use of the
completed contract method of accounting for tax purposes for
certain contracts. The Company does not agree with these
adjustments and is taking appropriate action to contest such
deficiency notices. Management believes that the ultimate re-
solution of these matters will not have a substantial effect
upon the Company’s financial condition or results of opera-
tions.

During June, 1984 the Company settled a claim by the
Internal Revenue Service on a proposed income tax defi-
ciency for the years 1977 through 1982. The claim related to
a proposed reallocation of income of a former subsidiary
operating in Puerto Rico under a tax incentive grant.
Amounts provided for this issue in prior years were adequate
to cover the settlement.

The investment tax credit is recognized as a reduction of
the income tax provision during the year in which the assets
qualifying for credit are placed into service.

PALL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11—Contingencies and Commitments

The consolidated Federal income tax return of the Com-
pany for the year ended August 1, 1981 is currently under
examination by the Internal Revenue Service. In the opinion
of management, any assessments which may result will not
have a material effect on the financial condition or the results
of operations of the Company.

Minimum rental commitments under all noncancelable
leases for periods subsequent to July 28, 1984 are not mate-
rial.

Since fiscal 1972, the Company has had employment
agreements with its principal officers. Such agreements have
been revised from time to time. The agreements provide for
minimum salary levels, adjusted annually for cost-of-living
changes, as well as for incentive bonuses which are payable
if specified management goals are attained. The aggregate
commitment for future salaries at July 28, 1984, excluding
bonuses, was approximately $7,400,000.

Government Regulations

DIAMOND SHAMROCK CORPORATION

FINANCIAL SUMMARY

Commitments and Contingencies (In Part)

Early in 1984, the Company, working with the New Jersey
Department of Environmental Affairs, signed an order to
clean up its former Newark plant. A feasibility study is now
being conducted to develop a detailed engineering plan. This
cleanup, including the costs of settling claims by adjoining
property owners and purchasing certain adjoining property
needed to carry out the cleanup, is expected to cost approxi-
mately $12.0 million. In December 1984, a second order was
signed covering the neighborhood around the plant. The cost
of this cleanup, including settling claims of adjoining property
owners, is expected to be approximately $10.0 million.

IROQUOIS BRANDS, LTD.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 10: Contingencies

The nutritional food industry, of which the Company is a
member, has sought judicial relief from certain regulations of
the Federal Food & Drug Administration with respect to es-
tablishment of maximum potencies, labeling and advertising
of vitamins and dietary supplements. If such regulations are
put into effect in their present proposed form, they could have
an adverse effect on the future operations of the nutritional
products group. The impact, if any, of such proposed regula-
tions upon the Company's future operations cannot be de-
termined at this time.

THE LOUISIANA LAND AND EXPLORATION
COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS -

14 (In Part): Contingencies and Commitments

Until President Reagan’s January 28, 1981 order removing
all remaining price and allocation controls on crude oil and
refined petroleum products, certain operations of the Com-
pany were governed by regulatory provisions of the
Emergency Petroleum Allocation Act of 1973, as amended.
Past compliance with those regulations continues to be in-
vestigated by the Department of Energy (DOE).

As reported in prior years, the DOE has issued Proposed
Remedial Orders (PRO) to Texaco Inc. and Marathon Oil
Company, operators of certain properties in which the Com-
pany has interests, alleging violations of the DOE’s crude oil
pricing regulations. The estimated alleged violations which
may be attributable to the Company’s interests now total,
before tax effect and including interest, approximately $1.1
million in the Marathon proceeding and $100.3 million in the
Texaco proceeding.

The Texaco PRO proceeding is in the latter stages of brief-
ing before the DOE and no final determination has been
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made by the DOE. In an unrelated proceeding involving simi-
lar issues, however, the DOE issued rulings which appear
adverse to certain positions taken by Texaco in its PRO pro-
ceeding. On June 22, 1984, the DOE issued a decision in the
Marathon proceeding which reduced the potential liability of
the Company reported in prior years. Marathon has appealed
the decision to the Federal Energy Regulatory Commission,
but such appeal will not increase the Company’s potential
liability. Both Marathon and Texaco continue to contest vig-
orously the DOE's allegations.

Based on the opinion of Management and the advice of
counsel as to the status of these matters, the Company has
not provided in the financial statements for the contingency
that the alleged overcharges may be required to be refunded.
Furthermore, with respect to the DOE compliance proceed-
ings described above, the removal of price and allocation
controls on January 28, 1981 eliminates the potential over-
charge refund liability of the Company for sales of crude oil
occurring after that date. As noted above, however, interest
on the alleged pre-January 28, 1981 overcharges continues
to accrue.

RIVAL MANUFACTURING COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

11. Contingencies:

During 1984 the Company was listed by the Environmental
Protection Agency as one of the potentially responsible par-
ties that may be liable for the costs to investigate and clean
up a site which may include a Company facility in Flowood,
Mississippi. The Agency has authorized an investigation and
feasibility study of the site, but that study will not begin until
sometime later in 1985. Based on the current status of this
matter, management believes the likelihood is remote that
this action will result in a material adverse effect on the Com-
pany’s future financial condition.

~ TESORO PETROLEUM CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note I—Commitments and Contingencies

A substantial portion of the Company’s domestic petroleum
operations was subjected to controls administered by the
Department of Energy (DOE). These controls included the
mandatory allocation of crude oil and various petroleum
products, and restrictions on the sales prices for most domes-
tic crude oil and various petroleum products. On January 28,
1981, all remaining Federal controls on the allocation and
pricing of crude oil and petroleum products were terminated.

- During the price control program, the DOE attempted to
equalize the cost of crude oil among all domestic refineries
through its Entitlements Program. The termination of price
controls on crude oil brought an end to this program. The
DOE initially stated its intent to issue a January 1981 entitle-
ments notice and a cleanup notice to terminate the program,
and on August 2, 1982, the DOE published drafts of these
entitlement notices. The Company has made appropriate ac-
counting entities based upon the draft entitiements notices.
On October 28, 1983, the DOE issued a Notice of Public
Proceeding and Public Hearing concerning the January 1981

and cleanup entittements notices. In this notice the DOE
changed its position, stating that it had the discretion not to
issue the January 1981 and cleanup entitlements notices and
announced its proposal not to issue the final entitiements
notices. The DOE’s proposal not to issue the final entitle-
ments notices became final on July 3, 1984. The validity of
the DOE'’s decision is the subject of pending litigation. While
the Company cannot predict the ultimate disposition of this
program, the Company’s management believes that it will not
have a material adverse effect on the Company's consoli-
dated financial position.

The DOE has been invoived in a continuing audit and spe-
cial investigations of the Company for a number of years.
During the course of the DOE'’s audit and investigation of the
Company, various issues concerning application of DOE’s
regulations have been discussed with the DOE, some of
which involved significant amounts. Although no final reme-
dial orders have been issued by the DOE to the Company,
the DOE has issued a notice of probable violation and two
proposed remedial orders alleging regulatory violations by
the Company and seeking refunds of alleged overcharges,
including interest, of approximately $11 miliion.

Further, the DOE may issue additional proposed remedial
orders alleging overcharges by the Company of material
amounts. Based on recent litigation involving other com-
panies, it appears that the DOE may prevail on certain allega-
tions which would adversely affect the Company. At this time
the Company cannot predict the total of all claims the DOE
may assert or when such claims will be resolved, but such
matters are likely to continue for a number of years. The
Company has denied all claims thus far made by the DOE
and intends to contest vigorously all claims asserted by the
DOE. The Company is unable to predict the eventual out-
come of these matters or to estimate the range of possible
loss.

Letter of Credit

CENTRAL SOYA COMPANY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(All tabular dollar amounts are in thousands except as
otherwise indicated)

Short-Term Borrowings and Compensating Balances
Short-term borrowings consist of the following:

1984 1983

Commercial paper ............ccccoveveennen. — $21,200
Foreign borrowings.................c........ 17,283 17,653
$17,283 $38,853

At August 31, 1984, the Company had unused domestic
lines of credit totaling $125 million and foreign subsidiaries
had unused lines of credit totaling $26.8 million. There are no
compensating balance requirements under the domestic
lines of credit and compensating balance arrangements
under the foreign lines of credit were not significant.

At August 31, 1984, the Company was contingently liable
for $6.5 million under outstanding letters of credit issued
under separate credit arrangements.
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COLECO INDUSTRIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8 (In Part): Commitments and Contingencies:

At December 31, 1984 and 1983, the Company was con-
tingently liable for outstanding letters of credit in the amounts
of $1,400,000 and $4,400,000, respectively.

ELCOR CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Commitments and Contingencies (In Part)

The Company is contingently liable for approximately $6.8
million in irrevocable letters of credit issued to clients of the
Engineering and Construction Group in lieu of the normal
contract provisions for retainages on construction contracts
and to the Company’s insurance carrier as part of its self-
insurance program.

EMERSON RADIO CORP.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note G (In Part): Commitments and Contingencies:

(2) Letters of Credit:

Outstanding letters of credit, not reflected in the accom-
panying financial statements, aggregated approximately
$19,940,000 at March 31, 1984.

Exchange Controls

OWENS-ILLINOIS, INC.

FINANCIAL REVIEW

Contingencies. Owens-lllinois was contingently liable at
December 31, 1984, under guarantees of loans and other
obligations in the principal amount of $23.1 million.

Exchange controls were implemented in Venezuela in
1983, including Decrees 1928 and 1930, under which the
Venezuelan Government has stated it will provide U.S. dol-
lars at certain preferential rates to pay registered foreign debt
and payables. On February 24, 1984, the new Government
announced their economic package which included a con-
tinuation of the preferential rate system. Based on the above,
the Company’s Venezuelan subsidiaries have continued to
translate their registered dollar denominated obligations ag-
gregating approximately $30 million at the applicable prefe-
rential rates (principally 4.3 bolivars per U.S. dollar).

Unfunded Vested Benefits of Multiemployer Pians

THE PITTSTON COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

13. (In Part): Employee Benefit Plans

Under the labor contract with the United Mine Workers of
America, the Company’s Coal Group made payments, based
on tons of coal produced and hours worked, into two mul-
tiemployer pension plan trusts established for the benefit of
union employees. Such payments totalled $16,262,000 in
1984, $13,719,000 in 1983 and $18,839,000 in 1982. Under
the Employee Retirement Income Security Act of 1974 as
amended by the Multiemployer Pension Plan Amendments
Act of 1980, an employer is liable upon withdrawal from or
termination of a multiemployer plan for its proportionate
share of the plan’s unfunded vested benefits liability. The
Company estimates that its share of the unfunded vested
liabilities of these two plans amounted to approximately
$55,747,000 at July 1, 1984. The relative position of each
employer associated with these plans with respect to the
actuarial present value of accumulated benefits and net as-
sets available for benefits is not determinable.

Insurance Claims
PENTRON INDUSTRIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

12. Litigation and Contingencies:
N.E. Isaacson of Michigan, Inc. Lawsuit

In December, 1977, N.E. Isaacson of Michigan, Inc.
(Isaacson) filed suit naming the Company as a co-defendant
alleging Isaacson was damaged by an improperly con-
structed sewer system. The suit includes a formal demand of
$500,000 from the certifying engineer, the bonding company
and the general contractor, Ranney Water Systems, a former
division of the Company.

During fiscal 1983, the matter was ordered to arbitration.
Management estimates the loss from this matter will ulti-
mately range from $40,000 to $125,000. Accordingly,
$40,000 was accrued and is included in accrued liabilities in
the accompanying June 30, 1984 and 1983 balance sheets.

Self-Insurance Programs

The Company maintains self-insurance programs for hos-
pitalization, medical coverage and workmen’s compensation.
The hospitalization and medical program is limited to losses
of $25,000 per claim and the workmen’'s compensation is
limited to an aggregate loss of $175,000 through the use of
stop-loss policies. The Company switched from self-
insurance to the State of Ohio workmen’s compensation pro-
gram on July 1, 1983. Although claims incurred after July 1,
1983 will be paid through state insurance, the Company is
still liable for unpaid claims incurred before that date. Provi-
sions for such claims, under each program, are accrued
based upon the Company’s estimate of the aggregate liability
for claims made and potential claims. At June 30, 1984,
$75,000 and $63,000 have been accrued for workmen’s
compensation and hospitalization and medical claims, re-
spectively.
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FTC Consent Order

FLOWERS INDUSTRIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 12 (In Part): Legal Matters and Contingencies

In 1980, the Federal Trade Commission (“FTC”) filed a
complaint alleging that seven acquisitions by the Company
were in violation of the Clayton Act. In July 1983, the FTC
provisionally accepted a proposed consent order on the mat-
ter. On November 3, 1983, the FTC issued its final order
which contained precisely the same provisions as the provi-
sional order and terminated the litigation. The order requires,
among other things, divestiture of two operating facilities, lo-
cated in Gadsden, Alabama and High Point, North Carolina;
transfer or licensing of certain labels associated with these
facilities under certain circumstances; and, that for a period of
ten years the Company obtain prior FTC approval to acquire
bakeries with sales greater than certain specified amounts or
which are located less than 200 miles from plants owned by
the Company. Because of the indefinite timing of the events
required by the order, the Company is unable to accurately
assess the effects, if any, of the order on the Company's
financial position or results of operations. Management be-
lieves, however, that the order is in the best interest of the
Company.

GAIN CONTINGENCIES

Operating Loss or Investment Credit
Carryforwards

AMAX INC.

NOTES TO FINANCIAL STATEMENTS

6 (In Part): Income Taxes

At December 31, 1984, an operating loss carryforward of
approximately $716 million expiring in 1998 and 1999 is
available to offset future taxable income for financial report-
ing purposes. Investment tax credits of 116 million expiring in
1993 through 1999 are available for financial reporting pur-
poses. Federal income taxes have not been provided on
$339 million of undistributed earnings at December 31, 1984
ifr_';definitely invested in foreign subsidiaries and in equity af-
iliates.

BOBBIE BROOKS, INCORPORATED

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 8—Income Taxes

At April 28, 1984, the Company had a net operating loss
carryforward of approximately $25,100,000 available to offset
future taxable income. Such carryforward expires $4,900,000
in 1995, $1,600,000 in 1996, $17,500,000 in 1997, $100,000
in 1998 and $1,000,000 in 1999. Similarly, investment tax
credit carryforwards amounting to approximately $500,000
were available at April 28, 1984, expiring 1989 through 1999.

In addition to its tax loss carryforward, the Company has an
additional loss carryforward for financial statement purposes
of approximately $2,600,000. This amount represents the net
effect of those timing differences which have reduced income
for financial reporting purposes and for which the related tax
benefit has not been recognized in the financial statements
because of the existence of net operating loss carryforwards
when such timing differences arose.

CMI CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

(9) Income Taxes

In 1982, for financial statement purposes, the tax effect of
the operating loss has been recognized by eliminating the
deferred tax credit of $4,430,544 which arose in prior years
and by carryback of available loss to prior years which result
in a current tax benefit of $1,269,456. To the extent the tax
loss carryforward is realized in the future, such deferred
taxes will be reinstated on a cumulative basis at the then
current tax rates.

At December 31, 1984, the Company had a tax loss car-
ryforward of approximately $47,000,000 which expires as fol-
lows: $15,000,000 in 1997, $26,000,000 in 1998 and
$6,000,000 in 1999. For financial reporting purposes, the loss
carryforward approximates $42,000,000 (the difference of
$5,000,000 is principally due to depreciation). The tax benefit
from such carryforward will be recorded as extraordinary in-
come when realized. In addition, there are investment tax
credits amounting to $1,376,000 which expire as follows:
$648,000 in 1996, $507,000 in 1997, $40,000 in 1998, and
$181,000 in 1999 which may be carried forward to offset
future taxes. Investment tax credits amounted to $181,000 in
1984, $70,000 in 1983 and $586,000 in 1982. Also, the Com-
pany has a percentage depletion carryforward of approxi-
mately $1,850,000 which is available indefinitely to offset fu-
ture taxable earnings.

AMERICAN BILTRITE INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note N (In Part): Income Taxes

ABI has net operating loss, investment tax credit, and
foreign tax credit carryforwards at December 31, 1984, as
follows:

Net Foreign
Expiration Operating  Investment Tax
Date loss Tax Credit  Credit
(In thousands of dollars)
1986..ceiniiiiiiiiiieeeieeenn, $229
1987 e, 125
1988....ciiii 119
1989 115
1992, $ 18
1993, e 51
1994 .., 74
1995 e, 177
1996 and thereafter................. $9,100 581

$9.100 $901 $588
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UNITED MERCHANTS AND MANUFACTURERS,
INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 6 (In Part): Income Taxes

At June 30, 1984, the Company had unused Federal net
operating loss carryforwards of approximately $199,000,000,
of which $72,000,000 expires in 1992; $80,000,000 in 1993;
$1,000,000 in 1995; $33,000,000 in 1997 and $13,000,000 in
1998. In addition, the Company has available investment tax
credit carryforwards of approximately $10,000,000 expiring in
various amounts each year from 1989 through 1999. At June
30, 1984 the foreign net operating loss carryforward approx-
imated $4,900,000, expiring in 1988.

WEST CHEMICAL PRODUCTS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

14 (In Part): Income Taxes

At November 30, 1984, for financial reporting purposes,
the Company has a net operating loss carryforward ap-
proximating $4,500,000. Due to timing differences, the Com-
pany has available for federal income tax purposes unused
investment credit and operating loss carryforwards, which
may provide future tax benefits, expiring as follows:

Operating Investment

Year of Loss Credit
Expiration Carryforwards Carryforwards
1994, . i, — $167,000
1995, e — 16,000
1996...ccniiiiiiiiiennen. — 11,000
1997 ., $1,470,000 11,000
1998, s 680,000 18,000
1999 e, 1,150,000 18,000
$3,300,000 $241,000

Plaintiff Litigation

DYNAMICS CORPORATION OF AMERICA

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 12—Contingencies

On June 8, 1984, the United States Claims Court awarded
the Company the sum of $11,529,195 as compensation for
the Government’s taking of the Company’s patent property
and for its delay in paying therefor. From June 1, 1984 to and
including the date of payment of the award by the Govern-
ment, the Company is also entitled to receive delay damages
of $1,403 per day. The Government has appealed and the
Company has cross-appealed. The Company believes its

award will not be reduced by the appellate court and that it

may be augmented. No portion of said award is included in
1984 income.

The Company is the plaintiff in an action against a bank for
substantial damages arising out of the Company's Bank-

ruptey Proceedings which were concluded by a Plan of Ar-
rangement in 1974; the bank has entered a counterclaim.
Management’s opinion is that the Company has a good
cause of action although it it too early to predict the outcome,
and that the bank’s counterclaim is without substance.

The Company is the plaintiff in an action against the United
States in the U.S. Claims Court under the Contract Disputes
Act of 1978, seeking to set aside a determination by the
Government that the Company owes it $1,644,000 under an
economic adjustment clause of a contract for the sale of
generator sets, and for certain other related relief. The Gov-
ernment has denied the essential allegations of the com-
plaint. Management believes the Company is entitled to the
relief demanded in the complaint but is not able to predict the
outcome at this early stage of the proceeding. An unfavorable
outcome, although not expected, would not have a materially
adverse effect on the financial position of the Company.

With respect to other claims and actions against the Com-
pany, including a U.S. District Court suit filed by CTS Corpo-
ration charging the Company with violations of the Federal
Securities laws, it is the opinion of Management that they will
have no material effect on the financial position of the Com-
pany.

INLAND STEEL COMPANY

NOTES TO FINANCIAL STATEMENTS

Note 13 (In Part): Commitments and Contingencies

On February 21, 1984, a jury verdict awarded the Com-
pany approximately $74 million in a lawsuit against Koppers
Company for breach of contract in connection with the con-
struction of a coke oven battery and a blast furnace at the
Company’s Indiana Harbor Works. In the same case, the jury
awarded Koppers approximately $10 million against the
Company on its counterclaims. Both awards have been ap-
pealed.

SUN CHEMICAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 10: Request for Equitable Adjustment

In July 1984 the Kollsman Instrument Division filed a
$35,300,000 administrative claim for equitable adjustment
with the U.S. Government. It is management’s contention
that the Company received defective technical data for the
manufacturing and testing of themal night sights.

The claim includes the direct cost of solving and imple-
menting solutions to the technical data deficiencies identified.
it also includes all costs associated with the delay of the
program and the disruption and rework associated with both
changing design and revisions to acceptance test proce-
dures. In addition, the Company seeks a recovery of lost
profit due to diminished cash flows.

The filing of the claim has not resulted in a significant
change in the contract revenue estimates, which already in-
clude cost recovery assumptions for contract evaluation pur-
poses. Accordingly, 1984 net income does not reflect any
increased benefits stemming from this claim. The Company
anticipates resolution of this matter in 1985.
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COMMITMENTS

Obligations to Maintain Working Capital or Restrict
Dividends

AMCAST INDUSTRIAL CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Long-Term Debt and Credit Arrangements (In Part)

The company has a credit agreement with three banks
which provides for maximum borrowings of $40 million. Bor-
rowings through July 1986 are revolving credit notes. Any
borrowings outstanding in July 1986 convert to a term loan
and are payable in sixteen equal quarterly payments. Interest
on the borrowings is based, at the company’s option, on the
prime rate, the CD rate plus 34%, or the Eurodollar rate plus
Y2% for the first three years, and at scheduled rate increases
thereafter. In connection with this agreement, the company
must maintain compensating balances totaling $750,000. in
addition, a commitment fee of 38% or 1% is charged on
certain unused portions of the credit line. This agreement
limits total debt plus unfunded pension liabilities in excess of
$7 million to 70% of tangible net worth, as defined in the
agreement, through August 31, 1984. This limitation be-
comes more restrictive each year through September 1,
1986, at which time such limitation becomes 55% for the
duration of the agreement. With several exceptions, the
company is prohibited from incurring additional debt, must
maintain working capital at a minimum of $10 million, and is
not permitted to make acquisitions for an aggregate amount
in excess of $30 million without prior approval. The agree-
ment requires the maintenance of a certain level of tangible
net worth and, at August 31, 1984, $16,011,000 of retained
earnings was available for the payment of future dividends.

CONSOLIDATED FOODS CORPORATION

NOTES TO FINANCIAL STATEMENTS
(dollars in thousands except per share data)

Long-Term Debt (In Part)

Under the most restrictive covenants of the various debt
agreements, $476,353 of retained earnings at June 30, 1984,
is available for payment of dividends and purchase of the
corporation’s stock. In addition, working capital of $150,000
must be maintained; working capital at June 30, 1984, was
$568,826.

COURIER CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

D (In Part): Notes Payable and Long-Term Debt

The long-term debt agreements contain various restrictive
covenants including provisions relating to the maintenance of
working capital, additional indebtedness and limitations on
dividends and certain investments. In addition, proceeds
from the sale of substantial assets are required to be rein-
vested in operating assets or used to repay debt. Each of the
industrial revenue bond arrangements provides for a security

interest in the assets acquired with bond proceeds. At Sep-
tember 29, 1984, retained earnings of $3,806,000 could be
used for dividends and the repurchase of Company common
stock without obtaining approval from the Company’s lend-
ers.

EASCO CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 4 (In Part): Debt and Lines of Credit

Restrictive covenants. Certain of the company's loan
agreements require the company to maintain minimum work-
ing capital levels and ratios, and contain other provisions the
more important of which restrict expenditures for the pur-
chase of the company’s stock and payment of cash divi-
dends, the creation of liens on certain property, the creation,
incurrence or assumption of current or funded debt, and the
acquisition or sales of investments. At December 31, 1984,
the company’s working capital exceeded the amount re-
quired by approximately $40,391,000 and the current ratio of
2.3 to 1 at December 31, 1984 exceeded the required ratio of
1.8 to 1. Retained earnings of approximately $2,707,000
were unrestricted as to the payment of dividends and pur-
chase of capital stock at December 31, 1984.

The maximum amount of short-term indebtedness permit-
ted to be outstanding at any one time under certain of the
senior loan agreements is limited to an amount equal to 30%
of total shareholder’s equity, and the company is periodically
required to limit its outstanding short-term indebtedness for a
period of at least 60 consecutive days.

MAGIC CHEF, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

2 (In Part): Notes Payable and Long-term Debt

The loan agreements with the insurance companies re-
quire, among other things, that the Company maintain con-
solidated current assets of at least 200% of consolidated
current liabilities. The agreements also contain certain other
restrictions related to the payment of cash dividends and the
assumption of additional debt. Consolidated retained earn-
ings not restricted under the provisions of the agreements
were approximately $53,717,000 at June 30, 1984.

PENNWALT CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

4 (In Part): Long-Term Debt and Dividend Restrictions

Long-term debt maturities, net of amounts held in Treas-
ury, during the four years 1986 through 1989 amount to
$7,964,000, $5,901,000, $20,621,000 and $19,780,000, re-
spectively. Terms of the long-term debt and preference stock
agreements contain certain provisions as to the issuance of
additional long-term debt, maintenance of net working capital
and payment of dividends. In addition, under Pennsylvania
law no dividend may be paid that would reduce the Com-
pany’s net assets below the liquidation value of its outstand-
ing preference stock. Under the most restrictive of these lim-
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itations, at December 31, 1984, approximately $217,284,000
of earnings retained for use in the business was not restricted
as to the payment of dividends. Restrictions that limit the
payment of dividends by consolidated and nonconsolidated
subsidiaries to the Company are not significant and do not
materially restrict the intercompany flow of funds. Included in
retained earnings at December 31, 1984, are undistributed
earnings of nonconsolidated companies of $18,659,000. Div-
idends received from nonconsolidated companies amounted
to $3,057,000 in 1984, $817,000 in 1983 and $936,000 in
1982.

THE TIMKEN COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note D (In Part): Long-Term Debt

The Revolving Credit and Term Loan Agreement contains
certain restrictions relating to investments held by the Com-
pany and its subsidiaries, liens on assets other than accounts
receivable and other borrowings. Additionally, the Company
is required to maintain consolidated working capital of not
less than $150,000,000 (exclusive of any borrowings under
the Revolving Credit portion of the Agreement and any com-
mercial paper borrowings not in excess of the unborrowed
amount under the Revolving Credit portion of the Agreement)
and consolidated net worth (as defined in the Agreement) of
not less than $700,000,000.

Capital Expenditures

CATERPILLAR TRACTOR CO.

NOTES TO FINANCIAL STATEMENTS
(Dollar amounts in millions)

9. Buildings, machinery, and equipment

Buildings, machinery, and equipment—net at December
31, by major classification, were as follows:

1984 1983 1982

Buildings........ocoevinieiiiiniiennne, $2,056 $1,961 $1,875
Machinery and equipment .............. 3,296 3,212 3,01
Patterns, dies, jigs, etc................. 433 398 383
Furniture and fixtures................... 152 149 142
Transportation equipment ............... 15 18 17
Construction-in-process ................. 177 334 437
6,129 6,072 5,865

Deduct: Accumulated depreciation ..... 3,288 2,915 2,526
$2,841 $3,157 $3,339

The company had commitments for the purchase or con-
struction of capital assets amounting to approximately $190
at December 31, 1984. Capital expenditure plans are subject
to continuous monitoring and changes in such plans could
reduce the amount committed.

Maintenance and repair expense for 1984, 1983, and 1982
was $331, $237, and $336, respectively.

HEWLETT-PACKARD COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Commitments (In Part)

Unused foreign lines of credit at October 31 amounted to
$273 million in 1984, $251 million in 1983 and $232 million in
1982.

At October 31, 1984, the company was committed for plant
site acquisition, facility construction and related machinery
and equipment purchases aggregating $315 million.

GEO. A. HORMEL & COMPANY

NOTES TO FINANCIAL STATEMENTS

Note I—Construction in Progress

The estimated costs to complete construction in progress
at various locations at October 27, 1984 are approximately
$11,469,000.

INTERNATIONAL HARVESTER COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

20 (In Part): Commitments, Contingent Liabilities, and Re-
strictions on Assets

At October 31, 1984, commitments on appropriations for
capital expenditures in progress were approximately $23 mil-
lion, of which $10 million related to agricultural equipment
operations.

KINDER-CARE LEARNING CENTERS, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

7 (In Part): Commitments and Contingencies
Capital Expenditures

At August 31, 1984, the Company has various outstanding
contracts for the construction of its centers. The amount of
these contracts less construction draws paid is approximately
$11,000,000. In addition the Company has purchased real
estate for 25 centers for which there was no construction
contract at August 31, 1984.

R.J. REYNOLDS INDUSTRIES, INC.

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 11 (In Part): Commitments and Contingencies

The Company is engaged in the expansion and moderniza-
tion of cigarette manufacturing facilities in the Winston-
Salem, N.C., area which is expected to be substantially com-
pleted by 1987. At December 31, 1984, the estimated cost to
complete this project was $1.4 billion.
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STAUFFER CHEMICAL COMPANY

NOTES TO FINANCIAL STATEMENTS

Commitments

Unexpended appropriations for the construction of
additional facilities approximated $72,000,000 at September
30, 1984. Portions of these appropriations are covered by
firm commitments.

Unconditional Purchase Contracts

AMERICAN MAIZE-PRODUCTS COMPANY

NOTES TO CONSOLIDATED FINANCIAL STATE-
MENTS

Note 10 (In Part): Commitments

The Company has contracted for guaranteed handling
and storage of the corn used by its Dimmitt plant under the
terms of an agreement which expires on December 31, 1996.
Under the terms of the agreement, the Company is commit-
ted to pay for guaranteed minimum storage of 450,000
bushels of corn at a specified rate. The following is a
schedule by year of the future minimum fees under this
agreement at December 31, 1984:

Dollars in thousands
Year ending December 31,

108 i e $ 17
1986 i e 117
L L 7 RPNt n7
1988 n7
198 s 17
Later Years.......coovveuiiiiiiiiiiiie e 815

$1,400

The agreement also provides for an additional annual
payment to the extent net profits of the Dimmitt plant before
federal income taxes (as defined) exceed certain levels. Total
expenses under this agreement for the period subsequent to
the acquisition were $91,000.

THE DOW CHEMICAL COMPANY

NOTES TO FINANCIAL STATEMENTS

Q (In Part) Commitments and Contingent Liabilities

A Canadian subsidiary has entered into two 20-year
agreements to purchase substantially all the output of an
ethylene plant (Plant No. 1) and 40% of the output of a sec-
ond ethylene plant (Plant No. 2). The purchase price of the
output is determined on a cost-of-service basis which, in
addition to covering all operating expenses and debt service
costs, provides the owner of the plants with a specified return
on capital. Total purchases under the agreements were (in
millions) $159, $146 and $119 in 1984, 1983 and 1982, re-
spectively.

Fixed and determinable portion of obligations under such
purchase commitments (at December 31, 1984 exchange
rates) net of noncancellable sales commitments, were:

(in millions)
1085 . it $ 82
1986, ceeniininnieiiii e e 82
187 et e 80
1088, it e 77
1989ttt e 75
1990—expiration of contracts ...........c.cceeenininininiann. 872
1,268
Less—Amounts estimated to represent interest.............. 173
Total oo $1,095

SCOTT PAPER COMPANY

FINANCIAL SUMMARY

Leases and Other Commitments (In Part)

In 1982 the Company entered into agreements, which ex-
pire in 2007, to operate a biomass cogeneration facility adja-
cent to its Westbrook, Maine mill and to purchase its steam
and electricity output on a take-or-pay basis. Under these
agreements the Company paid $7,950,000 in 1984 and
1983, and $7,221,000 in 1982.
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