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Balance Sheet

as of Dec. 81, 19+1

Assets Liabilities and Owners® Equity
Current Asséts - § X xx Current Liabilities $ X xx
Investments X X X Long-term Debt ) X X X
Property X X X Other long-term Liabilities X X X
Other Assets X X X Shareholders’ Equity X X X
Total $xxx Total . $ x x x
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1) WE)FEREE (current assets)

H14 (cash) '

i8#9) v+ E1E B4 (marketable securities)

2 EU{&# (receivables) '

FERE & & (inventories)

%A U 7)o FEVAE (prepayments and

other current assets)
2) ##% (investments)
#E 9 %44 (investments and advances)

BB 2 FEWBIEME (investments and non-

current receivables)

ol XN thgel HEHES =HY

@ Forkel BRSO H+ HFailafil-
iates) ol o] 47, $PL (loans) P 4k

® 71% $% (other investments) @ EL )

{E#E (non current receivables)

18 #EANE O RPBERS O FHe
R HEBSHo 2 HEANS 994 HWK
Ei°1 e 2 @ FR, ®EE8, FEEE
ol ¥ HEL 2ute) fiig
k) Elﬁ%ﬁ(property, plant and equipment)
© tt(land) @ EYybuilding) @ K
B ¥ {#id# (merchinery and equipment) =)
35 (construction in progress) (5 B
HIFS B & (accumulated depreciation) 0 2 4
3t FoRstz glcl
ol 9ol = A S-XJo] o13}w Leaseholds
E o] A 2@ o)uleln GRS
Fipel AE HFIE Propertys] = g4A
ofell F¥IRIMME (mineral rights), #F gy
(mineral properties) 5.0 2 iigic.
4) HAh#EE (other assets)
ol Bl E¥H = AR G4 2 WA
BB BEERE S 235X Be Ao

ZA olo= @ 19 propertyo] A @

2 BEEEC2A HlE S 3788 (patent),
7B (trade  marks), 'Bzfﬁﬁﬁﬁjﬂ(technical
license), (2 #IEE H (deferred charges), @
KibHEoz 5o gl
Affe HEJNZ Ak et 2o Eio o
2 M FrEBtEel By ol
5) WiBhE(E (current liabilities)
#RITH#E AL (bank loans)

—HLREERE RIS AL (current maturi-
ties of long-term debt)




¥ #{E%s (payables)

S #58% Fi (accrued expenses)
1% B ETES (employees’ savings deposits)
71 e}e] HiBh &k (other current Habilities)
6) B &5 (long-term debt)
olo RAS B 1 e RFHER

A AAFA BT+ deZE AT A

e Il =k FHBeE o FoAEr AR
eh ool e e st el A - FHRE
ot
@ it - BEHEALS @G = HATD)
@ MAERRUMEY
@ zute] EERE
g8 O~@el A= ATHEE 2T —
fRy MRk, EBEER, Sl ASde
o g, REREEE o ¥ SEMY AFE
o EHERIE S0 EAE stk @ ol
Cube] BRI ATE BREEE TAHY
o gt |
7 Kihe] ERjEHE (other long-term liabilities)
o) Bael &3t EfiazA F2d AL

7% BIBMHS BITE % & (liabilities for employ-

ees’ severance payments) 7} BIER & (deferred

income taxes) %o] lrh.

Lol A FEARA ol o AHEEEC F3E
ALRE {535 {5 ¥ (contingent liabilities) o} iy
{#¥ (commitments) 2= 7lo] vt oSl A3l
A MBHE L =r HBoE 1 W&
FANESF ol Ak ‘

8) EAL ER 25 B gkl HPA =
Stockholders’ Equity EE#His et &2 X33
n oz MRS O EAS (capital stock) @ HAF
Fg2 & (capital surplus) @ BRI (retained
earnings) &2 Ho| ot
2544 (capital stock)
| o] ol = @ HARS 4% (common  stock
%= preferred stock %) @ FHH, EEEEY
B 2 BAEKE “$50 par” T @ Ei-2: N
| % (number of shares anthorized) BT
Rl 2 H7E (number of shares issued
and outstanding) & HWRBITEHY (capital
share liabilities) —#Hant o] #h#cl s

gk i 5 34 BEHEE B
‘BEE a1 BBz Bk ¥
=5 ﬁaﬁiﬁ(treasqry_stock)% £ A
#Fo] oz BEhoziE HREHLE
Fd. aEHERA Hﬂ%lﬁﬁ%_ BEL, BE
ks, FEHKRESS AFEEIA A3
#A&] vlA vt BpEel A EAg
75 A Figk & (capital surplus)
MR S-X = BANGSE O GRERE
e {IARBRSE (paid in surplus)d @ 718
. 25k g4 (other capital surplus) 2 2 TEE
A% AL BRIz k. ERARGHLE
(AICPA)9] MFEZ A @ (Committee on Term-
inology) = BAFBSS BEHREED A
& ] “Capital Surplus”gl= %% =83 1
A BAEBRSY BEFRRE 493%e 3 A
o2 E¥98 A Axzdtz Yok o A2
vle} EFERBL&S “additional capital” =&
“cipital in éxess of par value” 2 EA 3= o
7t %+
SE{EF| 5 (retained earning)
szl vyehe] FIGRES AFte AR
A THA S-X 1ol A& o] & BERR% (appropria-
ted)®] A3} ks (unappropriated) s} o2
FE8d AT AL Eketz s =¥
REEme dE A%d: @ HEEm @
HEEH @ HReEs EASES FHolsl
o SRFELS Zd9 FIRRERS (earned sur-
plus) 3 22 A4 glon} AICPAS] HER
@ B et ol AE A RRAS
(retained earnings)o] 2t wo] Uuixoz W
o] azolA = gleh ‘
oglvebel [irelel £ES FERMEA &
kHE HE HolFe] f& Aol Weu 3
2% A BES AL €4 453 2t
@ xEe KEHERAE REEGHE &R
5= BIERS (deferred income taxes)F —%E
TS 2] 2B (leased assets) o] EEHM
ko] 2R S vetd e wEEk RS M
2 qdtd WEHAA geohs Holoh
@ ERANAL RN, Tk, Hoked W
fo] == MRt (afiliates), FEHE, £R




=4
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(officers), # % & (employees) Soll g {H -
EHE A (- S FRHEF Hof o

® HREBAEY 2 BB (research and  dev-
elopment costs)2) €2fe] 23 FASB Statement

B2t A%k ¥ £EelA = 19754 15 10

Ltkel] AA= = HFEErey ABFHEE 2
PR S] HEMEL 94 Q484 @grlz
st '

%B] Allegheny Ludlum Industries Inc.2]
19766F7R REHEF Jebd B g yms
= PIRE oh 3k 7o), '

Consolidated Balance Sheets December 31, 1975 and 1974
Assets
1975 1974
Current assets: (In thousands)
CaSh et e e e +$7,126 $5,001
Notes and accounts receivable—trade, less allowance for doubtful
accounts of $ 1,580,000 in 1975 and $ 1,935,000 in 1974 coviverrerrereceeeeenns 92, 563 131,015
Sundry notes and account receivable ................. e naeeneeneesvesereeens 1, 413 1,503
Inventories’ (NOte 3) w...u..cvucuueveeeeereeeeeceeeceee s oot 206, 443 226, 161
Prepaid expenses ....cooviveieceeeereee e e, e atttareseeseenneisarenrane 17, 763 : 15,149
Total CUTTENt ASSELS ...eciuivaeeireereerenineerersereere s oo seesese e s ... 325, 308 378, 919
Investmepts in and advances to unconselidated subsidiaries and affiliated
companies, at equity 55, 902 ‘ 41, 199
Property, plant and equipment, at cost:
LA et 5, 633 4, 750
BUIIINES oo e 113,349 104, 505
Machinery and equipment 430, 969 407, 021
549, 951 516, 276
Less Accumulated QEPTeCIAtION. .. e creeareerareitrassers e ees e sessrenssmrsss e esssessens s 298, 176 _282, 860
251,775 233, 416
Cost of businesses in excess of net assets acquired, less accumulated
amortization {(Note 2) .....eeeeueiiivennirirereremeess et ene s sveseseseenns 2, 210 1,431
Other AsSets......ocuiiiereiies et cteee e e rraeteeannaryaraas 3, 069 1,325
- $638,264  $656,290
Liabilities and Shareholders’ Equity
Current liabilities:
Notes payable, including $ 19, 500, 000 commercial paper in 1975....vcciennnnen. $20. 689 $ 20, 000
Current portion of long-term debt (Note 4) 10, 232 6, 524
Accounts payable.......ccoeiviiveiiresreeeeaiveneannn,s - 43, 069 77,157
Payrolls and employee benefits .....o.eceeiervireencsemereersoeeeoeeoeeon oo, e 48,316 : 44, 961
Other accrued eXPEnSes.......v v cruieersereaiseesnsressarsssesensossosseoeesesseoseessess 12,874 18,812
Federal income taxes.........cco.c....... e et e et e aae s ee e ae s et aarens 5,818 16,002 -
Total current liabilities 140, 998 183, 546
Long-term debt (Note 4) ...... . 139, 699 133,215
Other long-term liabilities ........c..ooevevee.n. ettt reeeiarearen e s nr e errnanns 9, 105 10, 821




Kad

Deferred income taXes seiesavisaisnssersecsresssssssmionineans

Shareholders’ equity:
Capital stock (Notes 5 and 6):

$3.00 Convertible Preferred Stock (involuntary liquidation value’

$ 121, 018, 000 at December 31, 1975) ..cevees S
Common StOCK vrrveecrreeenisormsmsnrsiissnrsesssssrnnsaneess
Additional paid-in capital ...oovreeeeieniiniinrninnrnncenna:
Retained earnings{Notes 4 and 9)...cccirmeinicniiirenns

See notes to consolidated financial statements

....................................... 28, 592 24, 261
....................................... 2,017 2,017
....................................... 4,789 4,788
....................................... 83,638 83, 627
...................................... 229, 426 214,015
319,870 304,847

$638, 264 $656,290

4. ME ¥ HMSHRIHAE

(1) EEeNEEY B BEPX

FRe BABHESEE ol FIERGREAEE
2 AFAA #BE8 L FEFREHRES (state-
ment of income and retained earnings) & fFR3t

x Aol EHl ¥ WAE vt A & F

Rl Hirhe) FIRMBES W% BEA

e ¥ BANESES fihe MEEXRE B
AF B8 2 FARGRSHESRE 348 =
A olAe $Evhetel HAFHES FARK
SHES/) A¢E e & 5 A

EEe ASHESE MBHEET JEIRRI]L H

Be 2 WHEIESE, NERHESY REPX

e Atz Q& A 5 oldol &3 2L FF
€ A E ek

A4 = BANEEY BARE EIREHHEE
(multple-step income statement) & == ¥
ﬂ——-&lf;‘r A 51 # (single-step income statem-
ent)®] ¥ AsE Aol —HelF el
22
ogvele] TagaFFALNA REHEES
D BERESHE @ BERENE @ kb=
ge) FEE HEF FARC Az 17 B
ol HANES S et A e Hilkfhs o At
ole] HAA HFEAAE AFE] 1% B B
4¢84 7 MEET mEme Jdoz2d

L EmMAES BEANE E-ES REHEES
g e o] Aol FEste BURAE
JEH (extraordlimary items)& #ME =t Qe

EEEELY

£@o 4 MBS RBHEEE @l A8
= mae Tool aRel BRI G 2
& FRessk TRE Bak ohig, o & TS
A A EAEE FRESA 992 BE
g a8 2 A A7 ARl F £

o] EEHe BT BEERCY WKES MR

Bol W@ ez 2 FiEE 4F43e A
o} $& Welgtm 2 & Relch

Sz, B BANAE: RENER
Ao npRAAz Selrtee] el wlEa o

% fEmstm EEl RAT el MEHRS

FimgAA Azdes HHE A9E T A=
£ #x5 o] slch. R HHE(net sales)o] 4| H
I (net income)o] ©] 2% FHBEL Aws
o}, @24 BHBEE (cost of goods sold) s} FREE
e —REEYE o S REeHEE &
Tt 9o WE gA gor 8% Afde
WEEES PAERD. 2ad BEREHE, A2
Eu REPIRE, REMHE, SHR, roglty
Zd dgalAEe FEEARRL '
Az $He ASHESIA: REHEBE
(extraordinary items) ¥} T EES 1L (prior
period adjustments)e] #¥ FA7 FAHE z
Ao —pEEFl% (earnings per share) & BEEH
BE KR EASE Rol BWHE ol A=k
WAz BEHEEE BENERY F+%
shabsbA 2 MilEke B = Rz A

gl BE FAF AgE AUIER HA A

. e 54 @ KE-gAe BRg WE
FE FRE HHAH O BRRR R FOHE
ol ERREE O BiYE @ BEHASS 8




# Soleh

A RS RAEHABDE FIARKREH

H#sT HAAE TR SHMHED 245
o gRse] glenl Sgueted FgHE= F
BRRS BoHESE 952 3484 e
o LFel A= FRMBS) BB =
G FolA 7] W T HE D ML
&7t EE (combined statement of income and
retained earnings)o] HBRPEEERS MERLE
SEBo] wtd o] Qo] WEe HAREBLRS
€+ BRI BEBRS F4C Yo Qo] B
d Aok =Y SHulNE FIAHGL
RAFES 2 HEKESC] 25 oyt
FERANAE o) & FrH ALGE o5 of
el —fEEE o) HE A AF s jia
WS = fMRSo) RAESozAE 144 &
Ed olddle gk Aol = shvre) Hakwel =
ol }, ,

KB 9ot e HEe 2E Mo BEAHE
B Jed e PRoez AU,

‘Statement of Income and Retained Earnings.

Revenues ....cccvevvieeiinieinececnenennns X X X
Costs and expenses......c..ceeeeunnen.. XX X
Net INCOME .vrevnerrrvriermnereennnrnnn, X X X

Retained earnings at beginning ...x x x

Total weviieiriiiiieeiereinieeeeeeinnn, X X X
ADDPropriation ........ceeerensreennsennn. X X X
Retained earmings at end............ X X X
Earnings per share ...................., X X X

(2) W& - RS e B

@ Y& (Revenues)

W =4 B (operating  revenue) o}
BRI (other revenue) 2 FEE 4 gl
A LA BREZ-2 FiRH%E (net sales)o] A
LS. MFMAES EEH%E (gross sales) o]
A Bl A - BASREE - %ﬂ%l%ﬁ(s'ﬂes all-

owance returns and disconnts) E %3l A

B, ERI = HHE A2 AdSdns T

HHERES B A3k Zlo] kel =3 2
vatel A= BEHEIS| (sales discount)o] &3 8g
Aoz AT gdov £EAAE ﬂ?ﬂﬂ%%

CEHET A9 mpEER z gk

BRMGES ko) BEERISNY FFo
2HH vdeve Koz [HAI S-X]d 9
ot o)le H g e AE =dsle A
22 Hol glrt. FAKES (dividend income),
ZAFIF (interest income), {8 B4 %55 & (pro-
fit on securities), 24 & (miscellaneous other
revenue) 57} ol ulol & PNRETRLFIS N 5
47 (equity in earnings of associated companies),
royalties, [HEERD A (gains on disposal of

' properties, #i3£% (exchange gains) 2 WEE

Bel Fa4 XNAE ZAE HE ¢4 B3
L= ‘

@ FH 2 #H(costs and expenses)

ol & FHRHE (cost of goods sold), HRES}
—H% B (selling and general administrative
expense), g A% (income taxes) H{figgH (other
expenses) 5o 2 = o},

Felvere 49 HHFRES EAHESE L
29 FIEBEE Rowshy 2/ Ao e o
E MBS 2 FKRshe Aol ¥Eelth =@
BEaFdA HERERERS A 349
A gerh fEvEdAdE REEERESE
MR HRYMEY STo% 88 3390
(HAl S-X ol = RKE #sle] ey e
FAEHE Etz g

@ HHEES) BXEMAE BES - #Rg A

@ BREBHe @ik, ToRthle) mAfre ®

B2 EAL EEE KT A
® HHEEE Est) st A48 -
R AHES HRT A ,
233 HAZEE e vdetod e ZAF T

w3 2 kS (EEAKS) 02 HRsy

EBANAE MEAGS REN 93d MEA
.2 HE o) I o o,

FEES —MEERE Saldels) go] 2 iy
Be BEF EANA 9z @EECE IAsy =
3 Fasicty 48 HE dAAdne 7
EegA%e Ao ok o MEMEY
B, RBRPAY, BMATEE So xzdh

BREHEELS T (bond) - IEHHK fEAS
(mortgage payable) ¥ o9} §A8F {H¥5e] o




3 ZRFTF, MEBEH (debt expenses) o] HH!
4, HEESERSHE(osses on securities), [EE
ﬁﬁﬁﬁ}ﬁ(loss from disposal of properties),
#1348 (exchange losses) Fof =& A TAH
W &e FE EASE s} HAhL A other expence)
o2 RugERRESES o

o2 Ao PSR (income taxes)= ¥
A Fifdl st BEEE Reo2 B
ol MBI A o ARE HEFEES F2I
BudES %2 Ak ol ReEBWAS

@ HERE (statutory tax rate) o} HEEEE

o] REFE (effective tax rate) 39 %71 2 73
2 @ EAR 59 BoMgd Hdd BBRHE
¥e4g(income taxes-deferred)o] o] & 7§

‘e A7 MhE MBHE dRs 49¢ 9

&7 s ,

® E¥EHE (extra-ordinary items)

2B HAHEBEE =1 dete 2ol BIEE
%5 w=z2 glY] AP FEFHEE Extra-
ordinary gain @ Extra-ordinary loss& $]¢l4l
AuE HwE - BEAE 452 ol % EFRAE
£ ol dtgolch. FEEHMEE S A5l
£ dgd 2L Hikoz 3AY

. Net income before extra-ordinary items

................................. XXX
Extra-ordinary items ......ccieveenness XX X
Net INCOME .ecvvirrsirsirrncererensasecse X X X

£l A FEEMEEEA 3= Aoze 29
wgo] REE(unusual) HEE A2 glen,
w 8784 A (infrequency of their occurun-

ce)H 7] W E thE A} FEE e FR

(events) o] 1} FEFH o]} (AFB .opinion No. 30).
oo} == stel WiMHEBEIERE (prior period
adjustment)&ili SHe BEeE RiMg +
Qe AL oheel fifkol FFoIA Bolook &
o @ B/Eo 54 £ESS AA A Y& A
@ BERES BEHWEED o Fd AT &l
W Fifdl BEES 22 4 9& A @ &EE
oo Az 9§ R EEdFL AE A

R AEM TS TS A A 5E F

% ek

— % Fl & (earnings per share)

£FHe BEFEBIA SH3) BRI e
A H?E-’ﬂﬁﬂ‘}. olr £HY ARBEE
Fol = A9 fsdel Brd L sk

Allegheny Ludlum Industries, Inc.9| 19755
kel Bue WAL 9 ARNKSHFEE
Firetd e 2o

Consolidated Statements of Earnings and Retained Earnings

Years ended December 31, 1975 and 1974

1975 1974
(In thousands)

Net sales .overvecrrsvserneenes ettt ottt anae st s b s R bR b e $791, 982 $981, 924
Equity in net earnings of unconsolidated subsidiaries and affiliated companies... 9,969 6, 668
OREr INCOME, TIEL.uurersersssesemnssersrsesssasessessrasssssssnsssanssssesssseasiostassmssassassnsacesas 3,918 6,562
805, 869 995, 154

Cosis and expenses:
Cost 0f 20008 SOld..eeieirmiruriererrsrr s st s s 657, 492 817, 289
DEPIECIALION  wervesumessrserenreesserstisemtsimsrts s e s s et st na s b et e e 20, 062 18,644
Selling, general and adlﬁinistrative EXPENSES ececrrorenircssarrarsarsersresinssssassnsens 67, 685 62, 702
TOLErESt EXDEISE. cerarsseeareeriirrreesstarassensomasssssasatausarsenessinbtsssinssbananssassantastony 13,720 14, 979
758, 959 913, 614
. Earnings before income taXes .......coociiremimimmesmemaiinanine. 46, 910 81, 540
Income, taxes (INOE 0) ceeceierierriimirnrsmmseesiocsmnmssiraist s sy st sssaassesssennies 16, 829 36, 469
Net EATMINES wevrrsarssreriesenrsmrensomrnieneatssssarnssssasmsssastastanssasantes 30,081 45, 071




Retained earnings at beginning of YEAr ..cvevurvvriermerieiiisierineeenenisirnrearemnssees 214,015 182, 854
' 244, 096 227,925
Deduet:
Dividends:
On $3. OOA Convertible Preferred Stock— $ 3. 00 per share.....cc.ccvvuuuennn.n. 6, 051 6,051
On Common Stock— $ 1. 80 per share in 1975 and $1.50 in 1974 .ccooe.. 8,619 7,174
Deficit, as of beginning of 1974, of pooled companies acquired in 1974 ........ . - 685
14,670 __13,010
Retained earnings at end of VEATwtotivnienneinecinnnmns s s § 229, 426 $214,015
Earnings per share of common stock:
PriMary eevevvecrcecomimiiimennit i st e e ans e e e sty $5.02 ___$8.15
Fully dilited .ovieerceriieiieaeceiierireecrcteenr s mr s er s s ee s see s aessreas s srocssanan sans semasnsransnas $4.35 $6.53

See notes to consolidated financial statements.

5. MBURIESE)ER

(1) MBI EIRS] B

MEBURERE#H - —EHRFEEY £EEEY
ik 2 o ERRRE B MBREe] |
3¢ AFYE EHdez A48 WEE2Y EE
dAE dHo SHEEHUESTH RBES N of
ol ko] HEAH MEHEES st A Ae
197148 LA#9] <o)t

MBOREBEIER S 24 std LT ER
Holok & Ao EH&(fund) &, o=
Eée O He FHe =& o A= £ED (B
Mgl s FEHBEH E 45 Rig © EHE
EA (working capital) & WHBEENA KHA
He s BEge s HAste A8 S o
v dub ez HEmMERC 2 A0 BEeltaiel
2] zolz gloh. m3 MEBURES] #ighol st &
FEREP S HEHRERHEEA A% ZE
BE T onsle 22 AEIUE S

MEGREEREIR Y 4L 28 oS #EEE

ek 2 shvE EEEARS ERP EEPM
(changes in components of working capital)e].
o, & ¥ ®5L BEEEEXY ERI #H
(sources and application of working capital)-g&-
FA% e #aelch, e vel H¥%HE HEBY
MEo Sz AAREE =] e HLHEA
KT EHe E™GERY FRA FHA 933l
= 23, WAA Hiae EEERY BmER O
B BeEAR 28 o & BEste
Aoz Ho gla.

EEEA ERH OEEEME BEHEEERY
WBHE 2 KHARTSY #BHS hEEYys
o fER&ch.

EHEEKS FHRS HHS e T Hil
Ao wWMERo2AY BLERY HAER
2249 FRE Hikste EEEEe] B =
£ A Vel 2 A998 eEmER oy
sted FTmdte AL ol Fx Ak

19754£2] Allegheny Ludlum Industries Inc,2]
WMBAREEEER S plnshd ohe3 2

Consolidated Statements of Changes in Financial Position
Years ended December 31, 1975 and 1974

Source of funds: _

From operations:

Net earnings .......occecieriiriiiniiiineniiisiieserirninenn.

1975 1974
(In thousands)

................................. $ 30,081 $ 45,071



i -'v‘]il"‘tfﬁi"‘y- v( T R R g _l;:v,.,f_~ :»_:-utlr"_ P JFE!-'«FWAW@WF*F@"“‘WW; e
‘Ttems not requiring funds:
Depreciation ....eceeiriicriimeiiiiinneni i e e e e e 20,062 18, 644
Replacement items consumed in production ......... ereeerseesetereteenne 10, 866 12,936
Increase in other long-term liabilities .....cocciiiiiiiiniiinimniiennia.. 7,179 9,010
Deferred iNCOME LAXES veveeevsreeese seerrecssesssnssssesssassssssssssensessescesnasens 4,118 : 3,076
Equity in net earnings of unconsolidated subsidiaries and affiliated
COMPANIES +ovvesresrisserirsnsismsriinsissssassessassssanes eereeereseneenrbee s (9, 969) {6, 668)
Funds provided from operations 62,337 82, 069
From long-term borrowings 1,209 1,323
Long-term debt issued and assumed in connection with acquisitions ......... 20,271 -
(013173 | T PPN teeeerrrennrennese . 769 __ 2,146
Use of funds: _ )
Capital eXpenditures......ccceerrimenniiiniin s et 23,397 28, 811
Replacement items purchased .........ccccocvvviiiiierenrerinnnnennn, tereeetiseniraireerrane 10,954 16, 189
Dividends...ccoiivceieniereiniisneeniiieonrecees nertsreieinirereaernns erersresraenes 14, 670 13,225
Non-current assets of businesses acquired, including $ 16, 071, 000 '
property, plant and equlpment ...... 19, 764 -
Increase (reduction) in investments in and advances to unconsolidated )
subsidiaries and affiliated companies 2,816 (8,825)
Reduction of long-term debt.......ccoeciiiiiiininnicninini e eeeeenaeeses 14,996 7,345
5 " Reduction of other long-term liabilites............coiiiiiiniminmniinnns . 9052 7,348
L _ ' 95, 649 64, 093
; ' Increase (Decrease) in workng capital........... ererera—re e aenaa $ (11, 063) $21,445
5 e Changes in working capital:
} . Increase (Decrease) in current assets:
- LGS et $2,035 $ (3,956)
] Trade and sundry Teceivables .......uumsseesseccsseresssecssencrsssnsssissnsssns (38, 542) 19, 668
‘ . TILVENEOTIES veervivvrrnrrereesennnessensessossiennssrasnsnnissssnsinnsrnasarnssrannsronsstsnasssses (19,718) 41,095
* Prepaid expenses .......ccccceereemmmiicisniniene Eoeeessiearer easerenrasetebaratarnterareraans 2,614 1,820
8 _ (53,611) -~ __ 58,627
{ Increase (Decrease) in current liabilities:
Notes payable and current portion of long-term debt 4,397 (6, 402)
r ‘ Accounts Payable .ov.ciiciiiiiiiiciiiiii et ree e s e s e « (34,088) 27,534
" Payrolls and employee benefits and other accrued expenses ........ccuiuins (2, 583) 18,537
Federal inCOMe tAXES ....ccceoeveeeseiriirissiinirrsranssssssssiressssssininssasssnsesnses . (10,274) (2,487)
(42, 548) 37,182
Increase (Decrease) in working capital .............. eereereeens b anaraens _$11,063) $21, 45

See notes to consolidated financial statements.
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6. MBHES B, WHER AHED g0 dd4c AEMEES HEZA
pamEs F90 AEMEE AT % HBEE 2: BEWES A%dA ged ¢
FEA MERE 2 EEEDD Y ME S, o Aol B MBNEAIE o F
B f6ME WS A2AY FRo Svh M MAWeE 9% 4 9t BR(ootnotes), &




5PECH (accounting policies) = @r3j##4k (acco-
unting changes) & A%sts MR HHk
< 44 wLEch

FE et TEREFHFEAAE ER3E &
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Notes to Conselidated Financial Statements
December 31, 1975 and 1974

(1) Summary of accounting policies:
Basis of consolidation—The consolidated f£i-
nancial statements include the accounts of the
Corporation and all subsidiaries except two wholly-
owned domestic finance subsidiaries formed in 1975

and immaterial foreign subsidiares. All material

intercompany transactions are eliminated. Investme-




nts in unconsolidated subsidiaries and affiliated com-
panies are carried at cost plus equity in undistribu-
ted earnings since acquisition. Condensed financial
statements of the principal affiliated company, Tita-
nium Metals Corporation of America, are presentéd
on page XX. 7 '

Inventories—Inventories are stated at cost, which
is not in excess)of market, Cost is determined prin-
cipally by the “last-in, first-out” method or, in the
case of certain inventories, by the average cost
method. .

Propeljty, plant and equipment—Expenditures
for additions and betterments are capitalized while
those for maintenance and repairs are expensed as

“incurred. ‘The cost and accumulated depreciation of

assets sold or retired are removed from the respective
accounts and any gain or loss reflected in earnings.
Depreciation is based on straight-line rates for

financial reporting purposes. However, to maximize

‘cash available to finance the business, accelerated

rates are utilized for tax purposes. Replacement

‘items, included with machinery and equipment in

the balance sheets, are charged to earnings based

on usage.

Intangibles—The cost of business in excess of
net assets acquired is amortized over periods ranging
from 10 to 40 years.
~ Retirement plans—Pension expense, including am-
ranging ortization of prior service costs over periods
from 25 to 40 years, is determined by independent
consulting actuaries. Pension costs are funded as
accrued.

Income taxés—Since undistributed earnings of
affiliated companies are required for reinvestment,
provisions for deferred income taxes on such earni-
ngs are not made by the Corporation.

Investment tax credits are applied as a reduction

of income taxes currently payable in the year in

-which the credits are earned.

Earnings per share of common stock—Primary
earnings per share are determined on the basis of
the weighted average number of shares outstanding
and after deduction for dividends on preferred stock.
" Fully diluted earnings per shate are determined
on the basis of those shares-included in the primary

earnings per share calculation plus common shares
which would have been issued if conversion of the
$ 3. 00 Convertible Preferred Stock and 4% Conve-
rtible Subordinated Debentures had taken place at
the beginning of each year, togéther with Common
Stock issuable on the exercise of dilutive stock opti
ons. Appropriate adjustments are made for dividends,

" interest and ‘income taxes.

. (2) Acquisitions:

On February 28, 1975 the C(;rporation acquired all
of the outstanding common stock of Standard-Thom-
son Corporation (Standard-Thomson) for cash and
notes aggregating $ 15, 483,000. Standard-Thomson
is engaged in the manufacture and sale of thermo-
mechanical and. electro-mechanical controls and
control components. The total purchase price was
allocated to the net tangible assets acquired based on
their estimated fair values, and included no good-
will. Since this acquisition was accounted for as a
purchase, the results of operations of Standard-Tho-
mson have been included in the consolidated state-
ments of earnings from the date of acquisition.

The following table summarizes, on an unaudited
pro forma basis, the consolidated results of the Cor-
poration as though Standard-Thomson had been acg-
uired on January 1, 1974:

Year ended
_ December 31,

95 19m4

(In thousands,
except eamin%s

~ per share
Sales...cceerieeiiirriinininni .. $794,995 $1,006,952
Net earnings ......cevvvvennanenns 29, 874 46,616
Earnings per share of common
stock: '
Primary ..ovceceveenernmececinsiennsen. 4.98 8. 47

Fully diluted

6.75

“The Corporation also acquired several other do*
mestic businesses during 1975 for cash and notes
aggregating $ 4,805,000, These transactions have
been accounted for as purchases, and the excess of
the purchase prices over the net assets acquired of
$ 830, 000 is being amortized over periods ranging
from ten to forty years. The results of operations
of these businesses are not material to the consolid-

.




ated financial statements.
(3) Inventories:
The classification of inventories at December 31,
1975 and 1974 follows:

1975 1974

(In thousands)
Finished goods.............covvennn. $38,182 $37,162
Work in process ....ccocevveneerennns 150, 031 164, 538
Raw materials......ccccocenuenenn, 88,493 104,149
Supplies  .vicvvieiieiiienninenenn 9, 246 9, 957

285, 952 315, 806

Less allowance to reduce carrying
value to LIFO basis....... ererreans 79, 509 89, 645
$206,443 226, 161

At December 31, 1975 and 1974, the cost of in-
ventories aggregating: $ 138,000,000 and § 161, 000,
000, respectively, was determined on the last-in,
first-out (LIFO) method.  Amounts applied to reduce
inventories under the LIFO method from cost
determined under the average and first-in, first-out
methods were $79,500, 000 at December 31, 1975,
$ 89, 645, 000 at December 31, 1974 and $ 29, 165, 000
at December 31, 1973. Inventories at December 31
for use in the calculation of costs of goods sold
amounted to $206, 443,000, $226,161,000 and $
185,066,000 for the years 1975, 1974 and 1973,
respectively. During 1975, the Corporation reduced
certain inventory quantities. This resulted in a liqu-
idation of applicable LIFQO inventory quantities carr-
ied at lower costs prevailing in prior years. The
effect was to increase net earnings by $ 4, 575, 000.

(4) Long-term debt:

A Summary of long-term debt at December 31,

1975 and 1974 follows:

1975 1974
(In thousands)

38/.95-9% notes, payable through

1990 . ceienerieeir e $44,654  $37,700
Prime rate plus /% notes,
payables in 1679 .......coeuueenen. 30, 000 30, 000

74, 654 67, 700
4% Convertible Subordinated
Debentures, due through 1981,
net of debentures held by the

Corporation crerreeirsnnneees 5,703 5,703

4%/4% Sinking Fund Debentures,
due through 1986, net of debe-
ntures. held by the Corporation...6, 300 6, 440
9% Sinking Fund Debentures, due
. 1976 through 1995, net of deb-
entures held by the Corporation
.......................................... 36,157 40,000
"/s%-T"/1% capitalized lease and
other obligations, payable thro-

ugh 1998 .ooviiieirieeeecian, 16, 885 13,372
$139,699 §$133,215

The amount of long-term debt outstanding at Dec-
ember 31, 1975 maturing in each of the next five
years is: 1976— $ 10, 232,000; 1977— $ 10, 947, 000;
1978— $9, 758, 000; 1979— $ 40, 488, 000; and 1980—
$7.313,000, At December 31,1975, the Corporation
held 4% Convertible Subordinated Debentures and
43/,% and 9% Sinking Fund Debentures in amounts
sufficient to meet the required sinking fund payments
for three, one, and two years, respectively.

The 4% Convertible Subordinated Debentures are
convertible into shares of Common Stock. At
December 31, 1975, the conversion price, which is
subject to adjustment, was $52,00 per share, and
109, 673 shares of Common Stock were reserved for
conversions.

The various Notes and the Indentures under which
the Debentures were issued. contain provisions rest-
ricting the payment of dividends on Common Stock
(otherwise than in capital stock). Under the most
restrictive of such provisions, $73,244,000 of the
consolidated retained earnings at December 31, 1975
was available for the payment of such dividends.

The Notes and Indentures also contain various
other restrictions relating to additional indebtedness,
maintenance of a specified level of working capital,
mortgages and liens and the purchase or redemption
of capital stock and subordinated indebtedness.

The capitalized lease and other obligations include
indebtedness under lease-purchase agreements; the
leased properties have been recorded as assets and
the related obligations as long-term indebtedness.

(5) Capital stock:

Following is a description of capital stock at De-

cember 31, 1975 and 1974:




Shares issued
_and outstanding

s . 1974
$3.00 Convertible Preferred
Stock, $1.00 par value;
authorized, 2,200,000 shares
reetberhae st aeeree b naen . 2,016,971

Cumulative Preferred Stock,

2,016,971

no par value; authorized,

'1,000,000 shares........ceeer — -
Common Stock, $1.00 par

value; authorized, 20,000, 000

shares....cceveererens V- e 4,788,761 4,788,258

Shares of $3.00 Convertible Preferred Stock may
be converted at any time into Common Stock. At
December 31, 1975, the conversion rate, which is
subject to adjustment, was on a share for share
basis. The Corporation may redeem the $3.00 Con-
vertible Preferred Stock in whole or in part at
$62.00 per share through June 30, 1976, $61.00
per share during the twelve-month period ending
June 30, 1977, and $60.00 per share thereafter,
plus in each case accrued dividends. In the event
of voluntary liquidation, the holders of $3.00 Con-
vertible Preferred Stock are entitled to receive an
amount equal to the redemption price then in effect,
plus accrued dividends.

At December 31, 1975, 2,426,144 shares of Com-
mon Stock were resetved for conversions of $3.00
Convertible Preferred Stock and 4% Convertible
Subordinated Debentures and' for outstanding options
and the granting of options under the employees”
stock option plan

(6) Stock options:
~ In April, 1975 the shareholders approved an ame-
ndment to the Qualified Stock Option Plan of 1969
establishing a new 1975 Stock Option Plan under
which officers and key employees may be granted
options to purchase up to 300, 000 shares of Common
Stock (which does not change the number of shares
covered by the 1969 Plan) at prices not less than the
fair market value on the date of grant. The 1975
Stock Option Plan provides that qualified and nong-
ualified stock options and stock appreciation rights
may be granted during the period of ten years from

February 4, 1975, Stock appreciation rights, which
may be grante& in connection with 'nonqualiﬁed
stock options, entitle the optionee to elect to receive,
without payment to the Corporation, shares of Com-
mon Stock having a market value equal to the app-
reciation on the related nonqualified option in lieu
of exercise of the option or, at the election of the
Corporation, cash in an equivalent amount.

Qualified options may be exercised within five
years and nonqualified options within stated periods
not exceeding ten years from the date of grant.

Transactions during 1975 and 1974 follow:

03

Shares Per share
under Price
option range

Outstanding at December

31, 1973.ccccrierimnemees 146,500 $23. 88-29.50

. Terminated ...ceceu (8, 250) 28.10
Outstanding at December
31, 1974icicriciinionanns 138,250 23. 88-29. 50
Surrendered or terminated
eesessersmssmnsarrareanemnens (138, 125)  22.94-29. 50
Granted .oveevveerernnee 259,750 21.88-25.13
Exercised....cccorunenns (500) 22.94
Outstanding at December
31, 1975.ccciiiiiaiennnns e 269,375 21.88-29. 50

No appreciation rights were granted in 1975. At
December 31, 1975, 40,125 shares of Common Stock
were reserved for granting additional options under
the 1975 Plan.

(1) Research and development:

Research and development expenses amounted to
$7, 405, 000 and $6,311,000 in 1975 and 1974,
respectively. -

(8) Retirement plans:

Substantially all employees of the Corporation and
its subsidiaries are covered by noncontributory pen-
sion plans. Pension expense for 1975 and 1974 was
$ 23,863,000 and  $22, 135,000, respectively. The
actuarially determined value of vested benefits
exceeded pension fund assets by § 121,000,000 at
December 31, 1975. This excess amount increased -
significantly in 1975 as a result of improved pension
benefits granted under certain plans. '

Amendments to pension plans required by the Em-




ployee Retirement Income Security Act of 1974 will
not have a material effect dn future pension costs.
(9) Income taxes: :
Income tax expense for the years 1975 and 1974
include the following:
1975 174
(In thousands)

Taxes currently payable:

Federal .oeeeeeeeveeenvenrenmnccenenns $12,742 $30, 208
Investment tax credits .q..c.ee (1,945) (1, 483)
StAte .cviivrrncreerrerrarnnsseisninan 1,914 4, 668
12711 33,33
Deferred taxes:

Federal ....cccviiinivaneniins 3, 596 2,685
StAte .uviereiicraieirrnsiariarinien 522 391
418 3,076

$16,829  $36,469

Deferred taxes relate principally to the excess of
depreciation deducted for income tax purposes over
the amount provided for financial reporting purposes.

Total income tax expense is less than the amount
which would be provided by applying the statutory
Federal income tax rate to earnings hefore income
taxes. The principal reasons for such differences and

the tax effect of each follows:

75 1974
Statutory aX Tate....cceveeceecrnnres 48.0%  48.0%
Equity in net earnings of affiliated

COMPATHES  cevvrrenreceaamemesnnensensis (10, 1) 3.9
Investment tax creditS.c.creeceeienenns 4.1) (1.8)
State income taxes, less Federal

income tax benefit ...iciieenieeenia 2.7 3.2
OLREL evvervmireeeresienoniessasnennsnsnns _ {6 (.8)
Effective tax rate....c.ceoeeeesreneennies 35.9% 44.7%

Undistributed earnings of affiliated companies that
have been reinvested and on whick income taxes
have not been provided by the Corporation approxi-
mated $ 26,000,000 at December 31, 1975.

(10) Leases: . ‘

Rent expense amounted to §7,456,000 and §
6,995,000 in 1975 and 1974, respectively. Minimum
1975 under

noncancellable leases, exclusive of leases capitalized

rental commitments at December 31,

in the balance sheet, expire as follows:

: Transpor-
Real tation ‘
Year  Estate Equipment Other  Total

(In thousands)

1976 - $1,282 $1,521 $1,516 $4,319
1977 1,244 1,382 1,355 . 3,981
1978 1,219 1,100 931 3,250
1979 1,009 1,247 666 3,012
1980 836 773 432 2,041
1981-1985 2,334 2,318 60 4,712
1986-1990 1,052 — — 1,052
1991-1995 629 — — 629

In the normal course of business, leases that exp-
ire are generally renewed or replaced by leases on
similar property. Noncapitalized financing leases are

not material to the Corporation’s operations.
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