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SCM Corporation is a diversified
manufacturing company that
people depend upon for a wide
spectrum of products and
services. Its name has become
associated with quality products
in office equipment, appliances,
foods, coatings, chemicals,
paper and telecommunications.

As the Company has evolved
from a relatively small and
narrowly-channelled enterprise
into 2 major U.S. corporation,
its management has not lost
sight of the fact that people
depend on SCM.

In 1969, more people depended
on SCM than ever before. They
included 50,000 individual
shareholders, 33,500 em-
ployees, tens of thousands of
dealers, distributors and re-
tailers, and millions of users of
SCM products. This report is

prepared in their behalf.
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To Our Shareholders:

Fiscal 1969 was a year of progress
for your company. Sales reached
$807.6 million, an 8.4 percent in-
crease over last year's record $744.8
million. Net income was $20,639,000,
16 percent higher than 1968's
$17,759,000 income before extra-
ordinary items.

As shown in the table on the facing
page, earnings per share were $2.42,
anincrease of 11 percent over last
year's $2.17 per share, before extra-
ordinary items, as adjusted. Income
before taxes rose 27.8 percent.

Our two largest divisions account for
three quarters of the Company’s sales.
In 1969, both of these—Glidden-
Durkee and Smith-Corona Marchant—
performed well.

The Smith-Corona Marchant Division
showed the greatest percentage of
profit improvement in 1969 over a low
in 1968. Photocopy operations, both
domestic and foreign, and portable
and office typewriters, all shared in
the improved results. Late in the year
the division introduced a family of
U.S.-manufactured electronic calcu-
lators which is expected to make

an important contribution to earnings.

In two of the three areas of Glidden-

Financial Highlights

For The Year Ended June 30

Net sales

Income before income taxes

United States and foreign income taxes
Income before extraordinary items
Extraordinary items

Net income

Earnings per share, on average shares
Income before extraordinary items

. Extraordinary :m_dw,.,
Net income

Net incorme per share, assumin
conversion of debentures an
exercise of stock options

Net capital expenditures
Depreciation and depletion
Cash flow from operations
Per share
Cashdividends ow« share

AtYearEnd

Somxmso capital

_.u.‘oua.é. plant and equipment—net
ﬁ.a:a.mm}._ debt
Shareholders’ equity

Number of shareholders

zE.:cm.. of m:._u_owomm

Sales by Division

1969
$807.648,000
39,391,000
18,752,000
20,639,000

20,639,000

2.42

242

2.29
39,530,000
19,372,000
42,306,000

.60
231,785,000
168,310,000
172,959,000
226,628,000
50,000
33,500

»..m.m_

1968
$744,758,000
30,820,000
13,061,000
17,759,000
4,700,000
13,059,000
2.17
e
1.62

1.58
27,818,000
17,807,000
31,485,000
S
221,718,000
148,152,000

161,115,000

209,234,000

47,500

33,200

orowoomq



Ciirkee operations—coatings and
Ciremicals—sales and profits grew at
rates higher than those of their re-

" spective industries and were higher
than the record levels of a year ago.
Foods sales increased, but profit was
at the same level as last year's good
performance.

Proctor-Silex household appliances
and industrial drying equipment also
did well, Floor-care and Canadian
operations showed unsatisfactory
results and held profit for this division
below last year's level.

Allied Paper operated at a slightly
improved rate over last year. Paper
manufacture and business forms both
showed moderate gains, improving at
year end.

Kleinschmidt Telecommunications
Division had a substantia! loss. This
division has been in a period of
transition in preparation for govern-
ment contract awards and a higher
tevel of commercial business in

the future,

SCM's increase in sales volume of
$62.9 million this year was generated
almost entirely by increased sales in
existing operations. In fiscal 1969
four small companies were acquired.
Two of these were foreign coatings
companies; the others were Walton
Printing Company and Melabs, a Palo
Alto, California electronics research
and engineering firm. Qur investment
in a German coatings company was
increased to majority ownership.

SCM revenues are more than nine
times greater than as reported in
1959, Over the decade which ended
on June 30, 1969, about three-
quarters of this expansion resulted
from acquisitions and mergers, and
the remainder from interna! growth.
It is anticipated that these propor-
tions may be reversed over the next
five years, but management intends
to remain alert to opportunities in
promising new markets.

Recognizing that our present rate of
return on sales is not satisfactory, in
1969 we took a number of steps to

Our two largest
divisinng,
Glictdan.Durken
and Smith.
Corens Marrhaes

porformind wa'

.

improve it. Among them were the
following:

* Invested $40 million in new plant
and equipment as plans for upgrading
and expanding production and dis-
tribution facilities throughout the
Company continued.

= Began construction of 3 new $19
million chloride-process plant that
will increase our output of titanium
dioxide.

= Recapitalized our European sub-
sidiaries with the aid of a $15 million
Eurodollar bond issue to 2llow for
expansion of European sales and
manufacturing activities.

* Opened a $5 million center for
coatings and resins and foods
research.

« Broke ground for a new $14 million
edible oil refinery.

* Opened a factory for the production
of motor driven household appliances.

These and other developments of
interest are further described in the
pages that follow.

While the inflationary spiral and the
steps taken by the Government to end
it continue to give some cause for
concern about the state of business,
we believe that any slackening in the
growth of the economy will be rela-
tively short-lived and that the 1970
fiscal year should be a prosperous one
for your Company.

To the 50,000 SCM sharehoiders,

I want to express appreciation on
behalf of the Board of Directors for
the support and loyalty they contin-
ued to show in 1969. On behalf of
SCM management, our thanks to the
33,500 men and women who work
with us at SCM, for another year's
outstanding effort.

- B T

Emerson E. Mead
President

August 27, 1969

SCM revenues are
more than niro
times greater
than as reported
in 1059
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Business and Office Markets

More than most segments of the
economy, the U.S. business and
office markets benefit from the im-
pact of technological advances. Local,
state and federal reporting require-
ments, management's need for
quicker and more detailed data,
widespread use of creditand rising
retail sales help make the manufac-
ture and sale of business and office
equipment one of America’s most
exciting growth markets.

Total U.S. business machine ship-
ments will approximate $8.7 billion

in 1969, a 15 percent increase over
1968. Even excluding computers,

the market for office equipment is
expanding at better than three times
the rate of the U.S. Gross National
Product. In service, new machines
and old must be supported with
substantial amounts of peripheral
equipment. Also, in presenting the
data they assemble, they consume
continuing quantities of office sup-
plies and materials. One obvious case
in point is the business forms indus-
try: during the past 10 years it grew
145 percent to projected annual sales
in 1869 of almost $1 bilfion.

The business equipment market, in-
cluding computers, is expected to
reach almost $25 billion by 1975.
Markets for supporting equipment
and materials will grow more than
proportionately, and the market

for business forms will again more
than double.

Participation in business markets
accounted for 20 percent of SCM'’s
1969 sales, or a total of $162 million.

NS !
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Consumer Product Markets

At the beginning of the present cen-
tury, basic necessities for his family
consumed almost all of the wage-
earner's paycheck. Despite ever-
higher living standards the ratio has
been drastically reduced. In the
1970’s, it will dwindle still further.

Annual increases in discretionary
spending power and the 1.5 million
new households being formed each
year have created vigorous and grow-
ing markets for consumer products
of many types.

Within the past decade, manufac-
turer’s shipments of electric house-
hold appliances jumped from $559
million to $1.4 billion. Many existing
products still have virtually untapped
markets. By the close of 1968, for
example, more than 12 million Ameri-
can homes had electric blenders—a
threefold gain since 1958, Yet ap-
proximately 80 percent of wired U.S.
homes did not yet have this desirable
household appliance.

For the 1970's all of the economic
and demographic indicators point to
continued growth in markets for
consumer products.

Participation in consumer product
markets accounted for 38 percent of
SCM’s 1969 sales, or a total of
$305 million.

\ Vi

Industrial Markets

U.S. industrial production currently
is expanding at the rate of about four
percent a year. But, as new
technology creates new industries
and transforms old ones, many
segments of the American industrial
economy grow far more rapidly, Giant
strides in the physical sciences,
growing reliance on expensive and
intricate equipment and the ever
increasing technical competence of
men make possible the creation
and mass manufacture of products
undreamed of only a few years ago.

Serving American industry today
means providing not only raw
materials but also the technology—
and often the equipment—required to
make production of new products or
services economically feasible.

As a nation, what we now produce in
a month approximates the total
annual output of thirty years ago.
Within the next 15 years, the national
economy is expected to double again.
By 1975, the U.S. Gross National
Product, in 1968 dollars, should
reach $1.25 trillion.

In a trillion dollar economy, helping
meet the needs of other businesses
will continue to be a profitable
enterprise for firms capabie of
supplying the technology and the
products required,

Participation in industrial markets
accounted for 40 percent of SCM's
1968 sales, or a total of $327 million.

O
D)

Military/Government Markets

In 1968, combined outlays by
government at all levels neared a
total of $225 billion. Of this amount,
$78.4 billion, or about 9 percent of
the U.S. Gross National Product, went
for national defense.

Whether or not defense spending
continues at this ievel, by 1980 the
cost of providing government services
to what will then be almost 240
million Americans is expected to be
over $400 billion, Urban renewal, rail
and air transportation facilities,

air and water pollution contral, public
health and safety measures and

new approaches to welfare and
medical care are only a few of the
areas in which government spending
will have a marked impact on the
quality of American life.

As a result, govemment programs will
inevitably continue to create markets
of impressive dimensions for the

goods and services of many American
companies. SCM will be among them.

Participation in military/government
markets accounted for 2 percent of
SCM’s 1969 sales, or a total of

$14 mittion.

SCM serves the four markets described
on these two pages with products in
seven major categories. The operating
results for each of these facets of SCM's
overall business are described in the
pages that follow.
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Office Equipment
and Related Products

The office equipment industry, ex-
cluding computers, expanded in 1969
at a 13 percent annual rate. New
businesses are being formed at a rate
of over 225,000 a year, increasing the
demand for ways to record, assemble,
copy and communicate data.

Recognizing the increased sophisti-
cation that will characterize the indus-
try in the 1970's, SCM's Smith-Corona
Marchant Division broadly increased
its research and engineering capa-
bilities. This was accomplished both
internally, through the establishment
of a semiconductor laboratory at
Marchant Electronics, and externally,
through the acquisition by SCM of
Melabs (see section 7 of this Report).
A review of operations by major prod-
uct category follows.

The office copier industry is expected
to grow at a rate of 15 percent a year
well into the 1970's. Smith-Corona
Marchant continued research and
development work on extending its
wide range of electrostatic office
copiers, as well as its research into
new copying techniques. The division
‘offers high-speed console and desk-
top copiers.

In 1969, Smith-Corona Marchant
increased production of coated paper

This co-ed is one of
seven million students
retuming to college
this fall. Countiess
term papers will be
typed on Smith-Corona
portabies—not alf of
them in sirports.




Below: the keyboard
and readout of the new

Cogito 414,

and related copier supplies. The
division's Phoenixville, Pa., operation
continues to be its major source of
copier paper.

During the year, Smith-Corona Mar-
chant introduced three new electronic
calculators. Cogito 414, the first
American-made compact electronic
calculator using MOS (metal oxide
silicon) chip technology, was intro-
duced in April. The Cogito 616 and
1016PR efectronic printing calcu-
lators were introduced earlier in the
year. The Cogito 1016PR, a desk-top
machine, can be programmed and
is particularly suitable for engineer-
ing applications.

The very rapid change fromelectro-
mechanical to electronic calculators
has transformed the calculator indus-
try over the past two years. Smith-
Corona Marchant is phasing out
production of rotary caiculators, long
the industry mainstay, and its forward
development is now wholly electron-
ics oriented. During the year, its
Orangeburg, S.C., plant, previously
used for manufacturing rotary cai-
culators, was converted to assembly
operations for other office products.

Increased sales of portable type-
writers, particularly electric portables,
helped the Company maintain its
number one position in this industry.
Sales of electric portables rose over
29 percent during the year.

Adding machines for home and light
office use also contributed to the
division’s improved results in 1969.
Smith-Corona Marchant led the way
in opening this market with new dis-
tribution and marketing techniques.

{nternational operations continued to
make a very substantial contribution
to the division’s sales. Among the -
notable developments in the year were
increased revenues from European
and Latin American copier sales, the
expansion of typewriter production
facilities in England, consolidation of
European sales headquarters and the
reorganization of Canadian manufac-

Hirinm fanilitiane
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Appliances

Nearly a million new American fami-
lies are formed and an estimated 1.5
million private dwelling units are built
and furnished each year. These facts
account In part for the growth of

the market for small electric house-
wares, already over $1.4 billion in
annual sales.

Sales of Proctor-Silex appliances
continued to improve in 1969. As
noted in the Letter to Shareholders,
however, there was a decrease in the
overall profit of the division because
of declines in floorcare products and
Canadian operations. The latter
shouid be improved by the cessation
of strike costs and the fact that Cana-
dian manufacture of Shetland and
Proctor-Silex products has been
combined in a single plant at Picton,
Ontario. Sales administration has also
been consolidated in Canada under
the brand name Proctor-Lewyt. All
appliance and floor care operations
have been consolidated.

During the year, Proctor-Silex closed
an older plant in Chicago and con-
solidated the production of motor
driven appliances in a new factory in
Altoona, Pa. The 150,000 sq. ft.
facility was buitt and staffed in record
time with production lines operating

Millions of busy house-
wives depend on
Proctor-Shex appil-
ances throughout the
day. Small electric
housewares constitute
a growing $1 .4 biftion
market for U.S.
manufscturers.
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28 weeks after ground was broken,

Several new products will be intro-
duced by the division in the coming
year. Among them will be a "Lifelong”
vacuum cleaner. “Lifelong"” is the
Company's trade name for appliances
made up of small, snap-together
moduies. A replacement part can
easily be inserted by the housewife,
thus eliminating the need for costly
and time-consuming repair shop
service,

Soon to be introduced are a new hair
dryer and an electric can opener.

13969 saw the introduction of Shet-
fand's “Electra Sponge,* a combina-
tion “Sweeper Vac” and water-pickup,
and a new blender by Proctor-Silex.
The “Bon Vivant,” a new concept in
coffee makers that guarantees a
gourmet cup of coffee every time,
also was introduced by Proctor-Silex.

PROCTOR & SCHWARTZ: Sales of
industrial drying and fiber processing
equipment were improved in 1969,
refiecting a resumption of high rates
of spending by industry for new plant
and equipment. Proctor & Schwartz,
associated with the Proctor-Silex
Division, recovered to prior levels
despite business uncertainty over
continuation of the investment tax
credit for capital equipment.

Proctor & Schwartz, drawing on
extensive knowledge and experience
in heat transfer for industrial drying
purposes, introduced a thermal
regenerative air purification system
(“TRAPS”™), The device is capable
of oxidizing organic particles from
certain industrial processing opera-
tions. The gases can then be released
into the atmosphere without causing
harmful pollution. The first commer-
ciaf TRAPS installation is scheduled
to be made in Toronto in the fall

of 1969,

Total spending by industry and gov-
ernment for air pollution control
devices is expected to reach $10
billion in 1970. Proctor & Schwartz
TRAPS will provide SCM with entry
into this arnwina markat
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Restaurants and Insti-
tutional food users
depend on SCM for
Durkee’s Mel-Fry, a
clear fractionated deep
frying oll. Durkee is the
largest independent
marketer of sdible oils.

Durkee Foods operates in three
distinct markets: industrial, institu-
tional and consumer sales. All three
product groups reported sales gains
over the previous year.

industrial foods, the largest of the
Durkee operations, had record sales
and earnings for the second straight
year, reflecting high levels of oper-
ation and continued emphasis on
higher grade products.

Durkee’s position in the industrial
foods business has been based on
wide-ranging research into sophisti-
cated chemical techniques for modi-
fying the physical characteristics of
edible fats and oils. Durkee's record
in this regard is unparalleled in this
industry, The development of new in-
dustrial food products will be assisted
by the central research and develop-
ment facility for all Durkee groups,
which was opened at Strongsville,
Ohio, in June, 1969.

Durkee’s industrial foods business

is closely refated to many of the fast-
moving segments of the food industry
—snacks, vegetable oil products,
imitation dairy products and con-
venience foods.

Such fabricated products as coffee

"t NYNe 2 s



crearmaerg whinoed Y00pings, soe-
cia'y decsers confectionery coatings
and “avored smarks continued 4o
oy in imagrtance during the vear,
Durkes is the 'arcest incdenendent
sunn'ier of materia’s Hased on

alib'e fatsanc o's i the domestic
‘ond inductry,

To orevice 2dditiona’ manufacturing
canacity, the Indusiriat Foods Grouo
stariec construction during the year
on 2 new ec'h'e ¢ refinery near
Jc'iet, "ingis, The 'oliet facility wil!
use the mopst moder chemica!
*echnioues avai'ab'e to the foods
ingghey

Durkea's ‘nod service operation was
*he mest ranic'y crowing part of
Durkee “onds Doth involume and
nrofit " continued 4o benetit from
‘he deve'ooment of wider lines of
nrocucts 2nd specialized channels of
digtrittion directed to particular

markets Durkee serves,

These encoyuracing resultsalso reflect
‘ne decisior ‘0 emobasize qualily
ore.nrocessed foods for use in
restaurants, drive-ins, schools, hos-
nita's and other irgtitutions.

Whi'e established nroducts continued
‘0 benefit fram the growth inherant in
the ‘oo service industry, new Durkee
orpducts, ing'uding ‘rozen entrees,
frozen ou¥ pasiry dough and frozen
Danigh nasty douch also beganto
~gke an aporecigh’e contribution to
SCV's en'arging position in this

~arket,

‘= consumer fonds, orogress was made
inpmiting at fond sroducts uncer the
Durvee hrand mame as cdeve'ooment
o mey aragunts for Durkea's broad
“ne nf soices, seasonings and con-
venence foocs continued,

A va-iety of new oroducts further
egtehishad the Durkee name 3s 2
crow'ng orocucer pf convenience and
srack ‘oods “or *he busy American
housewi e, S~ack 2nd convenience
‘noc’s constitute one of the most
rand'y growing secments of 2!l food
oroduect marketls,

YL

Durkee's Famous
Foods enjoy continued
customer acceptance
which, along with
development of new
markets, accounted for
Important sales gains
during the vear.
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Coatings and Resins

Fo''owing the patiern of orogress set
‘n the previgus year, SCV's Glidcen-
Duyrkee Coatings 2nd Resirs Goup
onerated a* record ‘evels in 1060,
Tha increase was more than doub'e
the rate for the coalings indugtry 2s

2 who'e,

Vuch of the sa'es ga2'r was n con-
urrer coatingsg and internationa’

onergtiong, Cne of the ‘our ‘argest
Gliddan

(e, . LL<

L.8.coatings marcfactyrers

continues o heneil frgm g eacer.

ghinin regearch and fachaningy.

'n coztings, rew nroducts ate heing
Ceve'oned a an averfaster rate fo
meet the recirements of our Nigh'y
Cava'noed economy, anc 2"’ sa'es
caing Ceperg o 2 steady “ow of
new ang imoraved ué&r_.n,.m.

New consumer 27ocuc's introduced
in 19592 continced SCV's strong
ansition in 'atex Daint u‘oncnnm.(ir"n:
G'idden ninneered two Cecaces ago.
Thesge are agnecia'ly ysafr forihe

do-t-yoursa™ homeowner who needs

‘abor. Vore and maore, nainting con-
tractors and the maintenance ysers
2'scturn o these malerig's,

suDerior resuts with @ miniemym gé

There were gUbstantia’ increases in
consumergalegnfirade arnducts

orogucts, an

More than 30 miltion
automobile wheels
have been coated with
Glidden electrocoating
materials since 1964,
Electrocoating gives
more complete cover-
age in the deep re-
cesses between whee!
and seam, Glidden
slectrocoating has
achieved wide accep-
tance in dozens of
metal fabricating plants
in the United States,
Surppe and Japan,
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Customers throughout
the nation have for
yesrs been able to de-
pend on Glidden paint
products. One reason:
extensive research and
testing in the fabora-
tory, long before the
lady has to decide.

in a@ ntarimaintonance okt indisgtey
Nl

s2'es '~ this arep denend an Wighly

foverament szleg

‘roroved

wn.mn.._.<m3m‘xm”“:nu‘mn..nnmmm:am
firgiclass Cistrihution gystem. A num.
un.:o;minoiom!\bi:mua“miwc-

tion units were added this year, Thare

are now move than 250 comoany.

e

noaratod nitlats then

St tha )NJ«OJ
[

and thousands o dea mxm.

Coi' coatings ‘or manyufaciirers of

mada’ aroducts, materia's ‘or ‘asiory-
“inighing 0f wood siding and pane'ing,
me‘a’ dacorating coatings, and

cec .

o'astics, such 2s no'vester reging 2nd
ce’-xotes, were the orincing’ areas of
sa'es increase Curing the year, The

continued growth in the uge of fiter
c'ass ‘o umm.,m. struciiure’ materials
m;n. esneciay trigyear, in mo'ded
one.niece .um.u.,.uul. unitg, created Ce-

manZ ‘or Gigden’s high.parformance

LeT

og'vester resing and ge'Kotes,

Sa'es of materia’s ‘o e'ectrocorting,
aspecia’ly in the non.automotive
marke®s, increased substentia'y dyr.
ing the year,

Additions ‘o canarity a4 Glidden's
rasin D'ant at c.‘:or. Qhin, anc
further uncmacing ¢f coatings manu-
“acturing ‘acitities at Carmo'ton,
Teyas: rama’ea, Ontarin: Reading,
Penrgy'varia: ard At'anta, omod“m.
maved ghead during he vaar, Thege
imnrovemenis are mm r ou, anacec
oroptaT aimer 2t 'owering manufac.

Lurinn pogts and fmaraying nroduct

cuatty.

The Coatings and Reging Groun2'so
achieyed m.....uﬂm._.,“m. cainginsa'es
2n¢ profit from itg severa’ aoerations
outside North America ag we'' 2s
fromeynoriseieg and tachnica’

service,

Tarthe fture, resegrch cangbitities
shou'd rea’ize their fu''egt nntential
with the recant gnaning of a naw

3 mition research ‘aciiity near
Clave'and, OWin, Vore *han 160 scien-
tigts and techniciang in the new
center wi'' Ha gunnoried by the

‘arcest researzh and deve'opment
augget in the D0 Groun's histnry

03064,
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Chemicals

Glidden's abitity ‘o deve'on and bring
<0 market successfu' new procucts
has enab'ed it to expand—both in
vo'ume and orofitability. Research
continues to provide a strong base
for further growth, The specia'ty
chemicals markets in which SCV is
2 significant ‘actor incluce *hese “or
a wice range 0f ma‘eria’s hased on
crude su'phate turpentine, titanium
cioxide, anc inorganic pigments.

'n the €ield of organic chemicals,
G'idden's primary interest Was been

on ceveloning synthetic substitutes
far many natura' products.

In 1969, many natura’ products used
in incustry were in short sunn'y and
of uneven gua'ity. This increased *he
cdemand for *he man.made suhsti-
tutes which SCV's Organic Chemi-
cals Groun manufactyres from cride
su'phate turoentine anc crude

tal’ oit, They nrovice uniform'y high
cua'ity anc an assurec sunp'y of
synthetic pine 0i', lemon grass oi',
citrone''a 0! and other procucts.
Other synthesized f'avors anc per-
furre intermediates such as lemon,
'ime, spearmint anc bergamot a'so
were suop'ied to the food, con‘ec-
tionery anc perfume industries,

Construction was comp'eted on a

24

Flour beetles show a
marked distaste for the
left hand portion of this
test paper treated with
an experimental repel-
tent chemical, Research
in chemicals with
fnsecticidal or repellent
properties continues at
the Organic Chemicals
Group laboratories in
Jacksonville, Fla.




Powder metallurgy
otfers industry certain
distinct advantages in
making metal parts.
This gear wheel was
formed by compacting
metal powder. it has
properties superior to
similar parts fabricated
by machine tooling.

27

~ew '2007a%0ry ang greenhouse ‘or
Dioche™icy's research. Among areas
0f potentiatinterest ‘o SCV are *e
“ie'ds of agricu'tura’ pegticides,
herhicides and insect renetlents,
Althouch thig efors is §4' in the
cevo'ooment stage, the ‘ong-term

orosnects are encouraging,

Procuction of fitanium digxice and
other ingrganic pigments continued
at caoaci'y 'eve's in 1269 resu'ting

in recorc operations ‘or ‘he Pigments
anc Co'or Grouo.

A new chloride-arocess tanium
cioxice p'ant in Ba'timore, schedu'ed
‘arcomno'etion egrly in 1970 wi''

engh'e the Comnany tnincrease
sitarium cioxide capacity by SO

Titarium cioxice in “g'urry™ or stip”

‘orm was introduced during the year,

This new Drocduct orovices naper
incustry customers with savings in
trangoort and handling.

Ref'ecting high 'evels of activity in
the apo'iance indygtry, narticuarty in
the manufactyre of «m.:_.om‘m..o.m ’
and ranges, in 1960 SCV's Ceramics
Grounexnerienced g signi‘icant in-
crease in demanc ‘or ceramic ¢lazes
and norce'ainenamels, )

Ve'a's Grouo pnerations continued 2o
show an unward trend throughout
TOR0 reflacting nrparess in both

marketing and manyfacturing of
meta’ cowders. c;om«.,m}mmm.?
meta's marke's, however, have con-
sinved f0 oush raw materia’s Costs
higher,

Deve'opment of 2 strong technica’
service grganization, conse'ication of
sa'es orcer service anc improvements
in gua'ity contrg' and oroduction

‘echnioues a

sn rontribgtad fnim.

oroved poerating regults,

Continued emnhasis 07 new ‘eching’-
ogy in meta's was 2'so responsin'e
for the gains curing *he year, The
e*prt to shi¢t nroduction toward
mere soecialized areas a'so met with
suCcess and nromises ‘o further im.
prove ooerating resu'ts in the ‘yiire,
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Allied Paper is a world
leader in the produc:
tion of reference book
papers. This new edl-
tion of 2 Rend-McNaslly
Atias used Allied paper
to update the face of
the world,

Pulp, Paper & Paper Products

Ooerating resy'ts imoroved moder-
2%e'yin 1050 “or STA's A'tied Paner
Division, The hu'k of the imorgvement
rcgme from the division's mocern
Southern Vi which gperated at
canacity 'evels during the year,

Aled Paper nroduced 215,000 ‘ons
of naper ard 200,000 torns of pu'p

in 1259, Pyu'p goeratigns are nrimari'y
centered in the division's Southern
Vit at lackson, A'a.; whi'e naper i
orocduced in hnth Jackson and Ka'a-
mazoo, where Civision headgrarters
are 'nzated,

We'' over S3 mi'lion was spent in
modernizing *he division’s nlant and
eguicment dyring the year, Viost
individua! canita' investments were
dasigned ‘o increase e“iciancy of
oresent goerations,

As this report went 0 aress, the ¢irgt
ve~tica! nane~ ‘orming machire in

the U.S. naper industy was being
ingtallad in A'tied's paner mi' in
Ka'amazoo, Consicered the indusiry’s
greatest ‘echno'ogica’ advance in
move than a certury, the Verti-Forma
produces oaper of superior texture
anc sirencth with practically idertica!
orinting characteristics on Yoth sides
nf tha m«fnnr

Tha naw marhing ¢n ha in Anaratinn
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SCM's Allied/Egry is a
feading suppller of
continvous forms used
in computers, the
largest segment of
growth in the business
forms industry,

30

thigfat, iscesigned grimari'y for the

nroduction of lightweight So0k 2n¢
business ‘ormg naoers, ' is exoected
*o further enhance A''ied's position

in thege imporiant areas by oroducing
a uniform high gua'ity paper ‘aster
and a* 'ess cost than the ecuipment

it wil' replace

Under the trade name A'lied /gy,
A'lied Paper manufactures business
‘orms, with specia’ emphasis on
cortinyous ‘orms “or computer print-
out. Sa'es of continuous forms ‘or
electronic Cata processing reflect the
phenpmena’ rise in business’ reliance
on computers ‘or communications
and administrative functions, 'n
1962, A'liec/Egry ‘yrther concen-
trated its eHorts in *he developoment
0* cirect sa'es 0 the users o* such
‘orms,

Afer a gerera''y Cisappointing year,
Alliec/Egry showec an improved

ra‘e of s2'es and orofits 3t the end of
the vear. This refected the conse'ica-
tion o manufacturing onerations at
Dayton end Leinsic, Ohip, conseruent
greater e*“iciency in A'lied /Cary
onerations, and genera'ly imorgyed
industry concitions.

The acauisitign of Wa'ton Printing
Comopany 0f Buena Park, Ca'i‘,, a'so
had a faverab'e imoact on business
‘grms operations during the year. 'n
acdition tg i*s mocern plant, Watton
has *wo Ca'*ornia sa'es o*fices s
acouisttion orovided the framework
for conso'idating SCV's west coast
business ‘orms operations and sa'es
adminigtration, The res't was much
imnroved nerformance in this asnect
of SCV's bhusiress,

A'ie¢ Paner's regearch eorls inlp
areas re'aec to o¥ice coniers con-
tinued in 1960, A pa‘entad device
that may 'ead ‘0 2 new method of
o*‘ice copying wes announced ¢uring
the year, anc ear'y deve'oomenta’
work is continuing,

Attied atso cortinyed *o orovide
assistance 0 SCV's basic anc aonlied
research into improved of“ice copier
naners,

Military /Government
Communications Systems

The Kleinschmict Telecommunica-
tiorns Division, in a ‘ransitiona’ stage,
had substantia! losses in 1969,
Research, too!ing up and extensive
fie'd testing of prototype models have
been costly and account in 'arge
part ‘or *he disapoointing resut*s of
the clivision,

Kleinschmidt has for mary years
bean a orime supn'ier of telecom-
murications equinment o the U.S,
mititary, Souinmen? for ‘aclica’

use in mititary operations mus* meet
many rigid criteria inc'uding 'ight-
ness of weight, resistance toheat, cus:
and repeated shocks during use.

Kleinschmidt recent'y announced the
first electronic telecommunications
aquipment for tactica! “e'd use, Vod-
u'ar construction of sub-2ssemblies,
combined with the use of integrated
circuits anc a minimum of moving
narts, has resulted ina new stancard
for ease of mainienance and relia-
bifity. The equipment is designed *o
be compatible with the most modern
communications and data systems.

Another Kleinschmidt innovation, the
mobile-mounted teleprinter, is not
yet in vo'ume procuction. The
“TeleScripter,” as the device is ca'led,
is primarily designed ‘or no'ice and

1 DI0A 7Y
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. S2fetvyahic'es, thouch exlensive
tagting hug smawn M acdantah'e ‘o2
variety of communicetiors tasks,
Severa' were used for *e'avision

Zoverage of the L9468 Presidentiz’

npringling conventions,

.)>cnc...“mmm...rmnmnm‘m_OOS.
~inicatigng Commiss 'on issued mles
nermitting nQ'ice and fire depart-
ments ¢ use mohi'e radio ‘e'e-
orinterg aver oh'ic safety freguen.
cies “or 'aw en‘orcement and re'zted
nurnoses, The cavice is a'so expacted
‘o find wide use ‘0 the rairoad ‘'ndus-
‘ry, 't ignow nractical for Klein.
SEhmidt 4o hegin ya'ume aradustion

0¢ the “TelaGerinten

[ 0=

Ve'abs. 2 Pa's A'lo, Ca'i%., e'ec-
‘ronics research and engineering firm,
‘oinad SCV in Varch 18560, The new
..‘Ss. ~ow operatad as nart of the
SmithLCorona Verchant Division,
marked a2 maior forward sten for SCV
i~ sophisticated e'ectronics,

Ve'ahs activities ane concentrated

i~ threg princioz! areas, First, com-
oonents are supp'ied ‘o industria’ and
mi'itary users, They include micro-
wave, noin*-to.point communications
eaqyinment and sunporting UHT and
VWE deyices, Ve'absisa 'eader in
‘ha deve'opment and manufacture of

‘prrite combponents,

Scientific ingtrumaents nroduced by
Ve'absinc'ude devices ‘or tempera-
ture, weigh, etasticity and tension
Cetermingtions, Thisequioment is
used in chemica’ analysis, rubber
and p'ast’c productionr and similiagr
indugtrial orocesses, One recent'y
deye'oned ingtrument uses gas CHro-

matocraohy in the detection and

samo'ing ¢f 2i Do''ution,

The thisd area oF activity s land.
~ohi'e communications, The “Atache
Shone,” a unigue radin ‘e'enhone
degigrned into a brief case, has at-
‘racted wide attention, This device
Ras the notentiag', in combination with
K'einschmidt technology, ‘0 provide

a commercia’ communications sys-
tamg canabi'ily comparabla to that
ayai'ahia ¢n tha mititary

Air traffic controllers
depend on Kleinschmidt
teleprinters to help

sort out traffic in
todey’s crowded skies.
This photo was made

at the Federal Aviation
Administration facitity

im imsdlananmnlio
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FINANCIAL REVIEW

SALES: Total net sales were $807.6
million, up 8.4 percent over last
year's $744.8 mitlion.

All of the operating divisions except
Kleinschmidt, which experienced
adecline, were ahead of last year.
Glidden-Durkee, Proctor-Silex, and
Allied Paper all experienced about the
same percentage increase. Smith-
Corona Marchant also had an increase
despite the discontinuance last year
of data processing equipment sales.

EARNINGS: Netincome after taxes
was $20.6 miilion, an increase of
16 percent over last year's $17.8
million income before extraordinary
items.

The increase over last year's net
income, after deduction of extraor-
dinary charges related to the disposi-
tion of the Data Processing Systems
Division and certain other unprofit-
able operations, was $7.6 miilion or
58 percent.

Of the Company'’s five divisions all
except Kleinschmidt operated profit-
ably during the year.

Smith-Corona Marchant Division
showed the greatest increase in profit
over the preceding year. Photocopy
sales, especially of paper, contributed
to this, as did the flow-through into
income of profits from leases of
photocopy equipment placed in prior
periods. Improvement occurred both
domestically and abroad. Mainte-
nance of high volume and good mar-
gins on typewriters and adding
machines was also a key factor in

the division's performance.

Glidden-Durkee Division again showed
substantial profit gains this year.
They occurred in two of its three basic
areas: coatings and resins, and
chemicals; food was about the same
as last year. Chemicals profits were
up substantially even after eliminat-

ing the effect of a strike in the preced-
ing year. An improvement in food
profit this year came from the rapidily
emerging food service area—the
providing of convenience foods to the
away-from-home market. The market
for consumer paints and industrial
coatings was especially strong. Profit
gains in this area were further in-
creased by two developments. Our
total international coatings and
resins business is up substantially
over last year, and reflecting our in-
creased investment and involvement
in international coatings operations,
this year our share of the earnings of
all majority-owned subsidiaries is in-
cluded. It was not significant in prior
years. Secondly, a substantial gain in
the value of our investment in a for-
eign licensee was realized as a result
of recapitalization of that company.
This is reflected in “Other Income.”

In the Proctor-Silex Division, electric
housewares again showed improved
sales, market share, and profits,
notwithstanding the fact that during
the year we absorbed the cost of
closing an antiquated plant for
motor-driven appliances and started
up operations in a new and modern
facility at Altoona, Pa. Our Proctor &
Schwartz industrial drying equipment
and textile machinery showed strong
improvement in both domestic and
foreign profits. Our Shetland Floor-
care Division, however, continues to
be beset by high manufacturing
costs, and our Canadian operations
were subject to costly interruptions
during much of the year due to a
strike, now concluded. As a result, the
division overall did not show profit
gains over the preceding year.

Allied Paper showed a2 modest gain
in profit. Good demand and firming
pulp and paper prices helped, and
our Business Forms operations
showed some profit turn-around.

The Kleinschmidt Division experi-
enced substantial losses. We have
been spending money to maintain

a technical team and develop new
equipment that shows great promise
in both commercial and military
markets. Because of delayed govern-
ment clearance this process has been
expensive but should be nearing an
end soon,

SCM's tax rate was 47 .6 percent, up
from last year, due to the inclusion for
a full year of the surcharge which
affected earnings per share by 20
cents this year, and by 7 cents before
extraordinary items last year. The rate
is also reduced by lower taxes on
foreign and certain other earnings,
but principally by $1.3 million of
Investment Credit.

In fiscat 1970, we expect the sur-
charge to be discontinued for the last
half of the year. We also expect the
investment credit to be discontinued,
but there will be a large amount of
carry-over in that year, particularly
since our two major new plant invest-
ments are expected to be eligible in
large part for the investment credit.

EARNINGS PER SHARE: Net income
was $2.42 per share, an increase of
11 percent from the preceding year's
$2.17 per share before extraordinary
items, based on 8,545,000 average
shares outstanding this year and
8,447,000 shares outstanding in
fiscal 1968.

A part of our capitalization consists of
two issues of convertible subordi-
nated debentures. If these were
converted and outstanding employee
stock options exercised, net income
per share would be reduced from
$2.4210$2.29.

DIVIDENDS: Our quarterly cash
dividend was continued at the annual
rate of 60¢ per share. In addition, our
policy of stock dividends was con-
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tinued for the 8th year with the issu-
ance early in the year of a two percent
stock dividend.

CAPITALIZATION: In February, the
Company formed a subsidiary, SCM
Overseas Capital Corporation, for the
purpose of issuing $15,000,000 of
subordinated debentures initially
convertible at $47.50into 315,790
shares of parent company stock.
This issue was fully subscribed in
Western Europe. Half of the net
proceeds were used to retire foreign
obligations or otherwise retained
abroad. The balance was remitted to
the United States in satisfaction of
obligations of our foreign subsidi-
aries. Following this financing, certain
of our foreign subsidiaries were
recapitalized to reflect our more per-
manent investment in them.

During the year, 213,330 shares of
common stock were issued and
$698,000 was invested to acquire the
businesses of five companies. The
acquisitions of Melabs, a west coast
electronics firm, and Walton Printing
Co., now part of our forms operation,
were accounted for as poolings of
interests. Since results for these two
companies, negative in the one case
and positive in the other, were not
significant, prior financial statements
were not restated.

In addition, during the year, we
acquired the business of Pintec-Daca,
two inter-related coatings and resins
companies with an important share
of the markets in Ecuador. One of
our wholly-owned subsidiaries in-
creased its ownership in Lackwerke-
Wulfing from one-third to two-thirds.
This company is an important factor
in the automotive Coatings & Resins
market in West Germany.

INVESTMENTS: Net capital expendi-
tures were $39.5 million in 1969.
Expenditures began on our two major
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new plant facilities: one will amount
to $19 million for expansion of inor-
ganic chemical production, the other
will amount to $14 million for expan-
sion of industrial fats and oils
production. These expenditures will
reach significant proportions in fiscal
1970. Completion or continuation of a
number of other capital expenditure
programs took place. The most
important were modernization of our
C & R plant facilities, transfer of
certain appliance manufacture to
Altoona, Pa., relocation of business
forms production, and establishment
of initial facilities and operations for
biochemical research and product
development.

These investments were financed in
part by net income and by deprecia-
tion of $19.4 million, which together
with certain deferred items resulted
in cash flow of $4.95 per share. The
balance was financed from cash on
hand or remitted and continued
improvement in the level of working
capital required.

We were also able to reduce bank
borrowings. During the last part of
the year, we were free of all domestic
borrowings, maintaining only certain
foreign borrowings necessary for
these operations and as protection
against devaluation. Devaluation of
the French franc occurred after the
close of the year. The effect on overall
asset values was small, and had been
anticipated.

RETURN ON INVESTMENT: Opera-
tions generated about $3.70 in sales
for every $1 of shareholder equity.
This is a relatively high utilization of
assets. However, profit return on these
sales dollars was 2.6 percent, and as
a result, return after taxes on average
shareholder investment was 9.5 per-
cent. This return is not yet up to our
goals but shows improvement over
last year.

o2 ]
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SCM CORPORATION

Statement of Consolidated Income

Years Ended
. June 30, 1969  June 30, 1968
Netsales ....... B $807,648,000 $744,758,000
Costofsales ........................... 571,296,000 532,291,000
) Gross profit ... 236,352,000 212,467,000
Selling, administrative, and research expenses. . 186,051,000 170,785,000
Operatingprofit .. ................... 50,301,000 41,682,000
Add otherincome,net . ... ................ 375,000 957,000
Interest expense, net .. ......... ... ...... . 11,885,000 11,819,000
_ Income before income taxes ........... 39,391,000 30,820,000
United States and foreign income taxes .. ..... 18,752,000 13,061,000
Income before extraordinary items ... ... 20,639,000 17,759,000
Extraordinary items, mainly loss on disposition
of data processing operations ... . ... .. ... - 4,700,000
Netincome .......... ... .. ......... $ 20,639,000 $ 13,059,000
Earnings per share:
Income before extraordinary items ... ... $2.42 $2.17
Extraordinaryitems . ................. —_ .55
Netincome ........................ $2.42 $1.62

Fully diluted earnings per share:
income before extraordinary items

<
N
N
©0
4
N
&

Extraordinary items . . ................ — 50
Netincome ........................ $2.29 $1.58
Statement of Consolidated Source and Application of Funds
SOURCE OF FUNDS:
Netincome ....... ... s $20,639,000 $13,059,000
Depreciation and depletion—straight line method 19,372,000 17,807,000
Provision for deferred incometaxes . ......... 2,041,000 383,000
Amortization of deferredcharges . ... ...... .. 254,000 236,000
Cash flow from operations ......... 42,306,000 31,485,000
Net increase from issuance of long-termdebt . . . 20,871,000 3,512,000
Saleof commonstock .................... 628,000 23,834,000
Stock issued for net assets of companies acquired 1,263,000 -
Total ..o $65,068,000 $58,831,000
APPLICATION OF FUNDS:
Net capital expenditures . . ................ $39,530,000 $27,818,000
Reduction of longtermdebt ............... 9,531,000 8,437,000
Cashdividends ......................... 5,136,000 4,763,000
Other applications, net ................... 804,000 3,163,000
Increase in working capital . ............... 10,067,000 14,650,000
Total .......... ... .. ...... ... $65,068,000 $58,831,000

See accompanying notes to tinancial statements
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Consolidated Balance Sheet

June 30, 1963  June 30, 1968
Assets
Current assets:
Cash ... ... .. . $ 16,460,000 $ 13,725,000
Marketable securities—atcost . .......... 375,000 601,000
Accounts receivable—net .. ... ......... 122,187,000 109,531,000
Inventories . ............... . 197,874,000 182,687,000
Prepaid taxes and expenses . ............ 6,461,000 4,038,000
Total currentassets . ............ 343,357,000 310,582,000
Property, plant and equipment—net . . .. ...... 168,310,000 148,152,000
Otherassets . ............. ... .c...0... 12,565,000 11,275,000
Total ... ... $524,232,000 $470,009,000
Liabitities and Shareholders’ Equity
Current liabilities:
Loans payabletobanks ................. $ 8672000 $ 18,613,000
Accounts payable and accrued liabilities . . . . 71,411,000 56,783,000
United States and foreign income taxes . .. .. 17,135,000 802,000
Deferred revenue on maintenance agreements 7,074,000 5,951,000
Long-term debt payments due within one year 7,280,000 6,615,000
Total current liabilities ........... 111,572,000 88,864,000
Deferredincometaxes . ................... 13,073,000 * 10,796,000
Ltongtermdebt ...... ... ... ... ... .. .... 172,959,000 161,115,000
Shareholders’equity . .................... 226,628,000 209,234,000
Total ... ... ... ... $524,232,000  $470,008,000
See accormnpanying notes to tinancial statements
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Details of Balance Sheet Items

June mo.. 1969

June 30, 1968

Accounts receivable:

Due fromcustomers .. ................. $125,029,000 $112,381,000
Less allowance for doubtful accounts . ... .. 2,842,000 2,850,000
Net accounts receivable. . . ... .. ... $122,187,000 $109,531,000
Inventories, at the lower of current cost
or market:
Raw materials and work in process ........ $ 84,005,000 $ 77.126,000
Finishedgoods ....................... 113,869,000 105,561,000
Total inventories . ............... $197,874,000 $182,687,000
Property, plant and equipment:
Cost:
Land and mineral deposits . ........... $ 10,210,000 $ 9,284,000
Buildings ............ ... ... ... ... 84,780,000 70,458,000
Machinery and other equipment ........ 226,386,000 204,576,000
Totalcost ..................... 321,376,000 284,318,000
Less accumulated depreciation and depletion 153,066,000 136,166,000
Net ... $168,310,000  $148,152,000
Long-term debt:
5%% sinking fund debentures due 1972-1987 $ 20,000,000 $ 20,000,000
5%% sinking fund debentures due 1970-1983 21,000,000 22,500,000
7%% sinking fund debentures due 1973-1988 20,000,000 20,000,000
Bank term loans due 1970-1978 interest at
prime rate plus a fraction .. ........... 36,000,000 41,000,000
Notes payable to insurance companies due
1970-1979 .. .. ... 8,875,000 10,125,000
Otherloans .......................... 10,595,000 6,001,000
5%% convertible subordinated debentures
due1978-1988 .. ................... 41,489,000 41,489,000
5% % convertible subordinated debentures
due 1979-1989 . ............. ... .... 15,000,000 -
Total long-termdebt .. ... ....... $172,959,000 $161,115,000
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Statement of Consolidated Shareholders’ Equity

Balance at beginningofyear ................. ..
Changes relating to poolings of interests . . . .. cee e
Net income ..............
Cash dividends ...........
Stock dividends ............ ... ... ... ........
Sale of common stock under option plans . ... ... .
Sale of common stock on exercise of rights, less costs
Balance atendofyear ..............
See accompanying notes to financial statements

Common
Stock

$41,486,000
1,067,000

833,000
117,000

$43,503,000

Notes to Financial Statements

Principies of Consolidation

The consolidated financial statements
include the financial statements of all %
subsidiaries.

The business of five companies were
acquired in 1969 for 213,330 shares of
common stock and $698,000. Two of
these acquisitions were treated as poolings
of interests, but since the operations of
these companies are not significant in
relation to total consolidated operations,
prior financial statements were not re-
stated. Operations of the three businesses
purchased are included from the dates

of acquisition.

United States Income Taxes

The Company is contesting deficiencies in
income taxes asserted against Allied Paper
of approximately $4,000,000. No pro-
vision has been made in the financial
statements for such additional taxes since
management and tax counsel believe that
it is impracticable to estimate the amount
of such additional taxes which may be
paid. Further, management believes that
any additional taxes would not have a
material effect on SCM's financial position
and would have no effect on the resuits

of operations for subsequent years.

Long-Term Debt
During the next five years long-term debt
maturities will be: 1970, $7,280,000;
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1971, $13,041,000; 1972, $14,201,000;
1973, $16,081,000; 1974, $8,893,000.
Under the most restrictive provisions of
the loan agreements, $15,000,000 of
retained earnings was available for cash
dividends at June 30, 1969.

Capital Stock

The authorized capital stock of the Com-
pany consists of 500,000 shares of
preferred stock, par value $50 each and
15,000,000 shares of common stock,
par value $5 each.

At June 30, 1969, 8,700,648 shares of
common stock were outstanding, 388,602
shares were reserved for issuance under
the Company’s stock option plans, 872,899
shares were reserved for issuance upon
conversion of the 5% % subordinated
debentures due 1978-1988, and 315,790
shares were reserved for issuance upon
conversion of the 5% % subordinated
debentures due 1979-1989. During 1969
options ta purchase 70,439 shares were
granted, options for 23,544 shares were
exercised, and options for 44,967 shares
were cancelled, At June 30, 1969, options
for 345,788 shares were outstanding.
Options are granted at fair market value.

Earnings Per Share

Earnings per share are computed by
dividing net income by average shares
outstanding. Fully diluted earnings per

SCM CORPORATION [M®
" Total Shareholders’ Equity
Additional ‘ . Years Ended June 30
Paid-in Retained
Capital Earnings 1969 1968
$100,717,000 $67,031,000 $209,234,000 $177,401,000
(278,000} 474,000 1,263,000 (297,000)
— 20,639,000 20,639,000 13,059,000
- (5,136,000) (5,136,000) (4,763,000}
5,662,000 {6,495,000) - -
511,000 — 628,000 965,000
— — - 22,869,000
$106,612,000 $76,513,000 $226,628,000 $209,234,000
Auditors' Report
share are computed as above, with the Haskins & Sells
appropriate adjustment assuming exer- Certified Public Accountants
cise of options as of July 1, 1968, and Two Broadway

assuming the conversion of all debentures
with related adjustments to net income
tor interest, net of tax.

Retirement Plans

The Company has several retirement plans
providing pensions for substantiatly all of
its employees. In 1969 $700,000, includ-
ing interest on unfunded prior service
liabilities, was provided for the Company's
share of pension expenses. It is the Com-
pany'’s policy to fund pension cost only
when actuarial computations prescribe
such funding. There are no unfunded
vested benefits as of June 30, 1969.

Commitments

At June 30, 1968, the Company's annual
rental for real property under long-term
leases was approximately $8,800,000.
These leases have varying expiration dates
through 2017, aithough these obligations
will decrease by about $1,000,000 by
1975 and by an additional $3,000,000

by 1985.

New York, N.Y. 10004

To the Shareholders

SCM Corporation

We have examined the financial state-
ments of SCM Corporation and its subsidi-
aries for the year ended June 30, 1969.
Cur examination was made in accordance
with generally accepted auditing stan-
dards, and accordingly included such tests
of the accounting records and such other
auditing procedures as we considered
necessary in the circumstances.

In our opinion, the accompanying consali-
dated balance sheet and the statements

of consolidated income and consolidated
sharehoiders’ equity present fairly the
financial position of the companies at June
30, 1969 and the results of their opera-
tions for the year then ended, in conformity
with generally accepted accounting prin-
ciples applied on a basis consistent with
that of the preceding year, and the accom-
panying statement of consolidated source
and application of funds presents fairly
the information shown therein.

Haskins & Sells
August 15, 1969
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Ten Year Statistical Summary a1 dotiar amounts presented in thousands, except figures given on a per share basis. All amounts restated for poolings of interests, except dividends.

1969 1968 1967 1966 1965 1964 1963 1962 1961 1960

Income
Netsales ............... $807,648 $744,758 $705,160 $644,787 $558,393 $470,633 $453,126 $429,315 $392,970 $366,128
Income before income taxes . 39,391 30,820 43,626 40,408 29,431 22,921 20,066 20,416 12,737 16,108
U.S. and foreign income taxes 18,752 13,061 18,550 18,956 14,070 11,140 9,188 9,524 6,513 6,830
Income before extraordinary

items ................ 20,639 17,759 25,076 21,452 15,361 11,781 10,878 10,892 6,224 9,278
Extraordinary items, net of tax - (4,700) - 1,207 403 - - 912 (85) 351
Netincome ... ........... 20,639 13,059 25,076 22,659 15,764 11,781 10,878 11,804 6,139 9,629
Dividends on common stock . 5.136 4,763 8,479 7,666 5,547 4,920 4,663 7,592 4,622 4,719
Income reinvested ........ 15,503 8,296 16,294 14,474 8,934 5,624 5,335 3,794 1,316 4,881
Depreciation and depletion . . 19,372 17,807 15,384 12,835 11,821 11,484 12,042 10,795 11,989 10,699
Per Common Share
Income before extraordinary

items ................ $ 242 ¢ 217 §$ 295 §$ 261 $ 200 $ 150 $ 142 $ 150 $ 81 $ 130
Netincome .............. 2.42 1.62 2.95 2.77 2.06 1.50 1.42 1.64 .80 1.35
SCM cash dividends . ... ... .60 .60 40 .30 — - — — — —
Stock dividends .......... 2% 3% 3% 2¥%2% 5% 3% 3% 2%, —_ —_
Cash flow from operations . . . 4.95 3.80 5.31 4.83 4.38 364 364 361 2.55 3.07
Book value .............. 26.05 24.72 22.68 26.08 25.33 25.35 24.42 23.80 22.85 23.03
Financial Position
Working capital ........ ... $231,785 $221,718 $207,068 $165,245 $143,484 $138,389 $134,885 $115,434 $114,497 $110,885
Property, plant and

equipment—net ........ 168,310 148,152 138,141 108,680 107,727 104,028 103,909 107,652 102,213 107,703
Total assets ............ . 524,232 470,009 451,402 382,329 331,223 319,261 301,084 293,800 280,354 273,991
Other Statistics
Net capital expenditures .... $ 39,530 $ 27,818 $ 36,116 § 22,435 $ 14,701 $ 11,631 $ 6,876 $ 16,235 $ 6,198 $ 20,572
Return from operations on

average equity ......... 9.5% 9.2% 12.8% 10.6% 8.5% 7.0% 6.8% 6.9% 4.0% 6.1%
Return from operations on

netsales ........ e 2.6% 2.4% 3.6% 3.3% 2.8% 2.5% 2.4% 2.5% 1.6% 2.5%
Currentratio . . ........... 3.08 3.50 3.10 284 3.03 3.08 3.51 2.83 2.97 3.26
Number of employees . . . ... 33,500 33,200 33,100 31,300 29,900 25,900 24,900 24,200 22,300 22,200
Number of shareholders . .. . 50,000 47,500 45,600 47,000 42,500 37,500 37,200 41,400 37,700 38,600
Average common shares

outstanding ........... 8,545,000 8,447,000 7,998,000 7,604,000 6,518,000 6,331,000 6,317,000 6,297,000 6,272,000 6,264,000
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