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Financial Statements

Indiana Telephone Corporation

.INDIANA TELEPHONE CORPORATION

Corpoiate Statements of Assets
December 31, 1974 and 1973

TELEPHONE P1ANT, at original cost. Note 1(a)
In service .
Less-—AccumuIated depremanon

Plant under construction

WORKING CAPITAL:
Cutrent asseis—
Cash and special deposits .
Temporary cash investments. at cost.
which approximates market
Accounts receivable, less raserve
Materials and supplies
Prepayments . . .

Current lizbihves -
Sinking tunds and current matunties
of long-term debt. Note 3 .
Accounts payable, Note 6. . . ..
Advance biltings . . . . ... ..
Dwidends payable . . . . . - ..
Federal income taxes, Note 1 (b) .
Other accrued taxes. . . . . . . . . - - . .
Other current liabilities . . . . . . . .

Net working capital.

OTHER:
investment in ‘common stock of Pubhe
Telephone Corporation. at cost. Note 2 . .
Debt expense being amoruzed
Note 1{c} .
Deferred charges . . . . . . . .
Deferred Federal incoms taxes.
Note 1{b} . ... .. ... .
Unamaortized investment tax credu
Note 1(e}

TOTJAL INVESYMENT IN TELEPHONE BUSINESS. - . . . . .

(U.S.A)
Column B
Historical Cost
: Restatad to- Retiect
Column A Purchasing Power
Historical Cost ot 1874 Dollar

1974 1973 1974 1973
$47.463.697 $41,273.210 $66.887.274 $61.088.399
_16.076.603 13.461.070 23.039.987 21.,283.673
. 32.387.094 27.812.140 43.847.287 39.804.7286
_2466.614 1.167.500 2579134 1.350.221
34.853.608 28.979.640 46.426.421 41.154.947
536.855 528.784 536.855 595.367
2,472.888 5.413.126 2.472.888 6.094.731
1,615,895 1.,586.033 1.615.895 1.785.741
1.263.9189 1,133,017 1.345.434 1.315.054
83.342 114.133 B87.147 131,996
5,972.898 8,775.083 '6.058,219 9,922,889
220.795% 121.000 220.795 136.2356
3.585,424 2.815,240 3.5695.424 3,169,727
391.7561 366.458 391,751 412,601
167.463 84177 - 167.463 94,776
295,177 471,867 295,177 531.283
647,138 $91.810 647.138 £666.329
1.138.275 708.804 1.138.275 798.0558
6,456.023 5,159.356 6.456,023 ___ 5.809.007
(483.124) 3.615,737 (397.804) 4,113,882

3.320.000 —_ 3,320,000 —_
194,723 202.054 298.452 308,752
118.344 68.485 . 124,662 79.801
(2.871.302) (2.080.144) (3.605.034) {2.739.180
(885.857) {688.647) (1.103.103) (919.459;

(124.092) {2.509.252) (965.033) (3.269.086

$34,246.392 $30.086.125 $45,063.58B4 $41,999 743

1ha accompanying notes are an inmegral pan of these statemants.




" INDIANA TELEPHONE CORPORATION

Corporate Statements of Capital
December 31, 1874 and 1973

o

Column B
Historical Cost
Rastated 16 Reflact

Tne accompanying notes arg an integral part of these statements.

Column A Purchasng Power
Historical Cost of 1974 Dolis™
1974 1973 1974 ! 1973
LOMG-TERM DEBT: Amount Ratio Armount Ratio Amount ARatio Amount Ratio
First mortgage smking fund bonds—
Series 6, 5§%.
due Septembar 1, 1991. . . . . . .. $ 1.780.000 $ 1.800.000 $ 1.780.000 $ 2.026.651
Series 7, 43%. due May 1, 1984 . . . . 1.932.000 1.953.000 1,832,000 2.198.918%
Series 8, 43%. due July 1. 2005 . . . . 2.771,000 2.823.000 2.77T1.000 3.178.464
Series 9, 61%. due October 1, 2007 . . 2.850.000 2.880.000 2,850,000 3.242.641
Saries 10. 7§%. due June 1, 2008 . . . 4,875,000 - 4.875.000 v 4,875.000 5.488.845
" Less—Current sinking funds. Note 3 . . . {149.750) . (101.000) (149.750) {113.718)
Toral fiest monigage sinking . .
tundbonds . . . . . . ... oL 14.058.260 14.230.000 14.058.250 16.021,79%
Unsacurad variable interest rate notes .
payable, dus semi-annually from
June 30. 1976 to Dacamber 31, 1989,
NOt@ 2. . . . . e e e 2,988.000 — 2.488.000 —
tess—Current matyrities, Note 3 . . . . . . . (61.045) — 51,045} e
2.936.955 e 2.936.955 —_
" Yotal tong-term dabt. . . . . . .. .. _16.8985.205 50% 14,230,000 471% 16,995,205 38% 16.021.79% ~ 38%
PREFERNED STOCK:
Cumulativa. % sinking fund, par value
$100 por share, 30.000 shates
authorized of which 10.000
ars unissued—
1950 Series 4.80% . . . . . . . . .. 226,400 229.900 226.400 258.848
1951 Series 4.80% . . . . . . .. .. 230.400 235,400 230.400° 265.041
1954 Series 54% . . . . . . . .. . 315.800 322,100 315.800 362.658
1956 Series 5% . . . . . . . .. .. 243,100 248.600 243.100 279.803
1967 Series 63% . . . . . .. . ... 668.000 672.000 £65.000 756.616
Lass—Curremt sinking funds.
Note3d . ... ... e {20.000) 20,000) {20.000) (22.518)
Taotal prefarred stock. . . . . . . . . 1.660.700 5 1.688.000 ] 1.660.700 4 1.900.548 4
COMMON SHAREHOVDERS INTEREST:
Common stock. no par value,
authorized 500,000 shares, ssued
492.086 shares, Note 5. . . . . . . . . 9,841,720 a4.25Y,785 13,918.691 8,073.5135
Aatained darnings . . . . . . . . . - . - . 5.827.906 9,996,665 1,632.655 7.070.428
Treasury stock,
4,336 shares, atcost . . . . . . . . .. (5.192) (5.192) (9.828) {9.828)
Siock discount and expense . . . . . . . . (73.947) (75.133) {144.288) {146.646)
Total common sharsholders’ .
cinterest . ... ... 15,590.487 45 14,168.125 a7 165,397,230 34 14.987.469 36
" \MRIALZED EFFECTS OF PRICE- . .
aviL ownaes, Note (@) . . . . . . . . .. —_— —_— —_— —_— 11,010.44% 24 9,089,927 22
FOLAL NVESTMENT . 4
o TELEPHONE BUSINESS . . . . . . . . . . . . $34.246.302 100% $30,086.126 100% $4506 3.684 100% 841,999,743 100%



INDIANA TELEPHONE CORPORATION

Consolidated and Corporate
Statements of incomse.

OPERATING REVENUES:
Local servi
Taliservice . . . . . .« .o
Miscellaneous . . . . . . ..

Total operating revenues.. . . . . . . . .

OPERRIING EXPENSES:
Depreciation provision. Note 1(b). . . . . . ..
Maintenance . . . . .. ... . - -

Yotal depreciation and
maintenance . . . . . . .

Trathie . . . .
Commercial . ... ... ... ...
Genarat and administrative . . . . . . ... . ..
Srate. local and miscellaneous
Federaitaxes . . . ... ... ... ... ..
Federal income taxes, Note 1(b)—
Cutrently payable o
Deferrod untit future years . . . . ... . . ..
Deferrad investmeant tax credit {net) . . .
Total operating expensses. . . . . . . .
OPERATING INCOME . . . . . . . . . ... .. o
INCOME DEDUCTIONS:
interest on long-term debt . . . ..
Other deductions . . . . .. . . ... .. ‘
Allowanca for funds used during
construction {credit), Note 1{d) .
Other income (credit) . . . . . .. .
Nonoperating Federal income taxes . . . . .
Gain from retirement of long-term debt
through operation of sinking funds
feredity . . ... ... L .
Price-level gain from retirement ot long-term
debt (credit). Note 1(a} )
Gain from retrrement of preterred srock
through operation of sinking funds
fcredit) . ... .. ...
Price-leve! gain from retirement of preferred
stock {credit), Note i@ . ..
Price-level loss from monetary items.
Nowe 1{a) ... ... ... .. ... ... ...
Total incomea deductions
NETINCOME. Note 1(a). . . . . . ... ... . ...
Preferred stock dividends applicable 10
theperiods . ... ....... .. ... ...
EARNINGS APPLICABLE TO COMMON STOCK

EARNINGS PER COMMON SHARE

hevin)

Column B
Historical Cost
Restated 1o

The accompanying notes ars an integral part of these statements.

Column A Reflect Purchasing
Historicat Cast Power of 1974 Dollar
1974 1873 1974 1973

s 7.060.010 $ 65,459,323 $ 7.371.913 $ 7,470,245
6.050.463 5.623.163 6,326,727 6.503.221
~ 405.894 412,199 424 427 476.711
13,606,367 12.494 685 14,123,067 14,450,177
2,631.684 2.295,252 3,782,992 3.414,866
2,132,419 ‘ 1.699.037 2,229,785 1,964,946
4,764,003 3.294.289 6.012,777 5.379.912
1.026.379 .. 973,906 1.073.243 1.126.328
700,958 651.606 -732.964 753.686
1.524,482 1.096.568 1,613,204 1,278,797
1.057.394 989.689 1,106,678 _ -1.144.681
1.066.701 1,395,145 ' 1.104.950 1.613.493

. 391.000 300.900 408.853 347.993
210.688 145,251 200.862 154,877
10.731.505 9.547.354 12,252,528 11,799.567
2.774.862 2.947.331 1.870.639 2.650,610
885.995 892,598 926.450 1.032.295
345.819 23.345 366.454 30.483
(100.507) (48,777} {105.096) (66.411)
{369.522) {(380.918) {386.394) {(440.534)
19,267 171,600 20.147 198,466
(22,627} {16.303) (23.660) (18.855)
—_— _ (74.195) {65.835)
(7.38%) (6.383) (7.718) (7.382}

—_— — {24.373) {20.676)
— — . 141,472 235.407
751.144 635,162 833.087 896,948
2.023.718 2.312,169 1.037.452 1.763.662
92029 93,5634 96.231 108.173

$ 1,931,689 $ 2.218.635 941.221 & 1.645.489
396 $ 455 1.93 37
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INDIANA TELEPHONE CORPORATION

Consolidated and Corporate.

4

Cotumn ¥ .
Historical Cost
Restated to

Siatements of Changes in Column A Reflect Purchasing
Financial Position Historical Cost . Power 0f-1974 Dollar
1874 18973 1974 1973
FUNDS WERE PROVIDED BY: e
Operations — s
Netincoms . . . ... - - v i s $ 2.023.718 § 2.312.168 $ 1.037.452 $ 1,763,662
jtems which did not require (provide} funds—
Depreciation provision —
Charged toincome . . 1..... . ... . 2,631,584 2,295.252 3.782,992 3.414.966
Charged to clearing accounts. . . . . . . 50.621 48.409 7277 72,024
Deferred Federal income taxes . . . . . . . 781.168 490.690 865,854 605.345
Deferred investment tax credit {(net) . . . . - 196.210 145,251 183.644 154,578
Allowance for funds used during '
Construction . . ... . .. ... {100.507) {48.777) {105.096) {66.411)
Realized effects of price-level changes, )
Note t(a) ....... ... ... .- —— — {98.568) {76.511)
tssuance of unsecured notes payable . . . . .. 2.988.000 _ 2.988.000 _—
Net salvage on piant retirements . . . . . . . . . 403.821 389,976 380.699 441,569 -
‘ 8,974,605 5.632.970 9.107.748 6.309.212
FUNDS WERE EXPENDED FOR: -
Gross additions to telephone plant .. . .. . .. 8,859.487 5,454,209 9,402.840 6.360.116
Purchase of Public Telephone Corporation, '
Note 2—
Telephoneplant{net) . . . ... ....... .. 6,249,376 —_ 8.369.285 —
Cost in excess of underlying book value . . . 140,431 — (219.271 —
longtermgebt. . . ... ... {4.237.283) —_— (4.237,283) _—
Preferred stock . . .. . .. {97,700) —_— (97.700) —_—
Other assets and liabilities (net) .. . ... .. 705,888 —_— 665.892 —_
Unrealizad effects of price-level changes . . . —_ —_— (1.807.932) —
Cash dividends declared —Comman stock . . 487.750 182.906 510.021 211.532
—Prefarred stock . . . 114,792 69,918 120.033 80,861
Provision for and redemption of long-term :
debt and preferred stock. less unrealized
effects of price-level changes . . . . . .. . .. 250,085 143,500 234,859 151,653
Miscellaneous (net). . . . . .. .. ... ... ... 41,342 B83.053 31.681 139,244
. 12.518.176 5,933,586 12,972.425 6,943.306
btcnusa IN NET WORKING CAPITAL . . . . . . ... . - $ (3.543.671) $ (300.61%). $ (3.864.677) $ (634.094)
(DECREASE) IN NET WORKING CAPITAL ' -
AEPAESENTED BY CHANGES IN: . :
Cash and special deposits . . . ... ... .. .. $ 8.071 $ (267.187) $ (58.512) & (366.828)
Temporary cash investments. . . ... ... ... (2.940.238) 930,576 (3.621.843) 676.081
Accounts receivable. less reserve . . . . . . . .. 26.862 87.344 (169.8486) {25,923)
Materials and supplies and prepayments . . . . 100.111 500.391 {14.469) 530.580
Sinking funds and current maturities of : N
long-termdebt , . . ... ... (99,795) T e—— - {B4.559) ' 10,033
Accounts payable and advance billings . . . .. (805.477)  (2,022.960) {404.847) (2,181.608)
Dividends payable . ... ... .. ....... .. {83,286) 84.727 (72.687) 109,401
‘Accrued Federal and other taxes . . . . . . . .. ©121.362 108.356 265.297 219,179
Other current liabilities . . . . . . ... . ... .. {429.471) 278.137 (340.220} 394,991
Working capital acquired upon purchase of ;
Pubtic Telephone Corporation. . . . . . . . 555.290 e 647.009 —
(DECREASE) IN NET WORKING CAPITAL . . . . . . . -+« - $ (3.543.571) $ (300.616) $ (3.864.677) $ (634.094)

Ihe sccompanying notes are an integrai part of these statements.



INDIANA TELEPHONE CORPORATION

Ny
Consolidated and Corporate i
Statemenis of Retained Earnings
for the Years ended December 31, 1974 and 1873
) Column B
. Historical Cost
Restated 1o,
Column A Reflect Purchasing
Historical Cost Power di 1974 Dollar
. _ 1974 1973 1974 1973
BALANCE, beginningof year. . . . . . .. ST $ 9.996.665 § 7.937.320 $7.070.428 $5.,809.168
NETINCOME . - .., - .. oot 2.023.718 2.312.169 1.037.452 1,753:662

12.020.383 10.249.489
DEDUCT: e

Cash dividends declarad —
Comman stock. annual rate — $1.00 per share

8.1_07_880 7.362.82!1

in 1974 and 3.50 per shate in 1873 . 487.750 182,906 510021 211,632
Preforred stock . . . . . ... .- .- .- . 114.792 69,918 120,033 80,861
602.542 252.824 630.054 292,393
Transfor to common stock. Note & . . .. ) 5,589,935 - 584517t e
saLance. endofyear. . . .. .. .. .. .. s 5B27,906 $ 9,996.665

$1,632.65656 97.070.428
’ m

The sccompanyng notes afle an integral part of thesa statemanis.

AUDITORS' REPORT
To the Shareholders of indiana Telephone Corporation:

ing proceduras as wé considered necessary in the circumstances.

——— el AA SRS

We have examined the consolidated stalements of assets and capital of INDIANA TELEPRONE CORPORATION (an Indiana
corporation) and subsidiary and the statements of assets and capital of INDIANA TELEPHONE CORPORATION 38 Of Decen-
ber 31, 1974 and 1973. and the related consohdated and corporate statements of income. retained esrmings and
changes in financial position for the years then ended. Our examination was made in accordance with genaerally
accepted auditing standards. and accordingly included such tpsts of the accounting records and such other audit-

In our opinion, the accompanying financial statements shown under Column A present tairly the financial positions
of Indiana Telephone Corporation and subsidiary and of Indiana Telephone Corporation as of December 31, 1874
and 1973, and the results of their operations and the changes in their financial position for the years then ended,
in conformity with generally accepted accounting principles consistently applied during the penods.

in our opinion, however. 1he iqgg_rr_x_gy_yi_r_u_g_ﬁnanc_iﬂstategn_e_nts shown_under Column 8 more fairly pr

’

December 31. 1974 and 1973, aqd the tesults

the years then ended, as recognition has been qiven |
explained in Note 1(a). .

Indianapalis. Indiana,
February 27. 1975,

financial positions of Indana Telephone Corporation _;@jﬂ?;@gjjyry and of Indiana Telephone Corporauon as ol
of their operations_and the changes in their fmancial position for
n 10 changes inthe puighasing power of the dollar, 00 the basis

ARTHUR ANDERSEN -i co.
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INDIANA TELEPHONE CORPORATION

Notes to Consolidated and Corporate Financial Statemaents

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
{a) EXPLANATION OF FINANCIAL STATEMENTS

In the accompanying financial statements, costs measured by the dollars disbursed at the time of the expenditure are shown
in “:Column A—Historical Cost.” In ""Colymn B—Historical Cost Restated to Reflect Purchasing Power of 1974 Doilar™
{where the amounts in A and B differ), these dollars of cost have been restated in terms of the price level at December 31.
1974. as measured by the Gross National Product implicit Price Deflator. Singe 1954, the Corporation has presented sup-
plemental financial information recognizing the effect of the changes in the purchasing pewer ot the doilar relating to tete-
phone plant and depraciation expense in the annual report to shareholders. '

As explained mors fully in Note 2, as of December 31. 1974, the Corporation acquired all of the outstanding comrmon
stock of Public Telephone Corporation, which since 19584 has also presented supptemental financial information to share-
holders recognizing the effect of the changss in the purchasing power of 1the doliar. Since the acquisition has been treated

- asapurchase for accounting purposes. the Consolidated Statements of Assets and Capital for December 31, 1974, include
the accounts of Public Telephone Carporation in both Columns A and B. The amounts included in Celumn B have been com-
puted for each Cosporation in accordance with the methods described below. There are no amounts relating 10 Public Tele-
phane Corporation included in the Consolidated Statements of income for 1974 or 1973 in either Column A or B.

The Corporation has followed the methods set forth in Statement No. 3, of the Accounting Principles Board of the
American_institute of Certified Accountants in determining the amounts set forth m Column B of the accompanying
financial statements, except that, contrary to Statement No. 3, the eftects of price-leve! changes on long-term debt and
preferred stock have.been reflected as income in the year in which the debt and preferred stock are retired (as required by
the specific instruments under which they were issued) and not refinanced. The Accounting Principles Board togk the posi-
tian that ail such amounts should be taken intg income. in the vear of price-lavel change. The Corporation’s management
believes that the position of the Accounting Principles Board does not resuit in a proper detgrmination of sncome for the
period. "Unrealized Effects of Price-Leve! Changes’” recagnizes the excess of adjustments on the Statements of Assets over
the adjustments of Common_Shareholders’ Interast. ' R
¢ The Financial Accounting Standards Board has recently issued an exposure draft of a proposed Statement of Financial
jAccounting Standards. “"Financial Reporting in Units of General Purchasing Power.”” which closely parallels Statement
iNo. 3 and endorses the concept of Column B financial statement reporting, except that. as in Statement No. 3, the annual
effects of price-level changes on long-term debt would be inciuded in income currently.

 Dallars are a means of expressing purchasing power at the time of their use. Conversion or restatement of doflars of differ-
| ing purchasing power to the purchasing power of the dollar at the date of conversion results in all dolars being treated as
. mathematical likes for the purpose of significant data. The resulting financial statements recognize the chsnges i price
"levels betwesn the periods of expenditure of funds and the periods of use of property. Accordingly. the earnings, results of
. operations, assets-and other data avaitable for use by management and other readers of financial statements provide im-
' portant information and comparisons not otherwise available.

v No one would attempt to add, subtract, multiply, or divide marks, dollars and pounds. The faiture 10 change the title of the
monetary unit may be partially responsible for this violation of mathematical principle.This conceals the fact that mathe-
‘matical unlikes are being used. and therefore unfortunate results have been produced by present generally accepted ac-
counting principles. :




INDIANA

Corporate Comparative Data WS
Historical Cost ] " Historical Cost Restated 10 Reflect Purchasing Power of 1874 Dollar
1974 1973 1972 1971 1970 1974 1873 1972 1971 1970
REVEMUES, EXPENSES. _ - ’
AND EARNINGS' o, S R
Operating revenues . . . - . $13.506.367 $12.484.685 $11.732.962 $10.901 034 $ 9969629 STARIE2 GO0 5] 4,450,177 $14.31 1,518 $13.698.682 $13.150.034
Operating expenses — . . . - e '
Depreciation . . .. - - 2.631.684 2.295.252 2.063.700 1,943,551 1.54 1,560 . 3,414,966 3.167.670 3.113.736 2.526.595
Other. . - .-« - - - .- 5.384,238 4.421.117 4.235.777 4,280.380 4,204,354 2 5.123,657 5.169.288 5.395.454 5.612.830
Operating taxes . - - - - - 2.715.683 2.830,885 . 2,748,174 2.370.609 2,161,086 3.260.944 3.341.896 2.970.872 2.844 067
Dperating income . . . - . - 2,774,862 2,947.331 2.696.311 2.306.294 2,062,628 2.6560.610 2.632.664 2.218.620 2.166.542
Net ingome . . . . -« -+ - - . 2,023.718 2.312.168 2.126.274 1,798.597 _1.637.288 1.753.662 1,883.624 1.659.7056 1,639.528
FINANCIAL RATIOS! o
Earnings per common - - R Tl .
share. . .~ . . - - . $ 396 S 455 § 416 3 349 - 3.18 337 s 362 S 2685 $ 2 Bg
Book value per share . $ 3186 § 2905 3 2482 § 2145 ¢ S 18.28 3073 s 2781 § 2517 % 22 63
Return on average common - - : '
equity . . 12.98% 16.89% 18.00% 17.566% 18.68% 11:53% 13.68% 12.34% 13.50%
Return on ?verage tota! .
capltai‘/ 9 07% 11.03% 11.04% 10.07% 9.96% 6.75% 7.35% 6.40% 6 64%
Proportion bf debt in total ,
capital ¥ 50% 47% 51% 1% 55% 38% 42% 43% 46%
Ratio of e’amnngs after taxes :
1o fixed charges . 3.27 357 3.61 3.72 3.45 2.68 2.87 286 .72 74
Annual depreciation rate : .
per doliar of plant. . 6 3% 6.2% . B.1% 6.3% 5.4% 6.2% 6.1% 6.3% 5 4%
Percent of earnings :
reinvested in telephone o
busSiNGSs . . - - - - - - 75% - 89% 88% 86% 84% 83% B83% 79% 77%
TELEPHONE PLANT: . '
Construction expenditures  $ 8 859.487 $ 5.454,209 s 4586237 § 3.41 1.041 § 3.315.190 O 6.3@0.116 s 5586492 § 4.288.482 ¢ 4.362.234
Plant in service at end ) : :
of year. . . - 47,463.697 41.273.210 37.084.382  32.681.923 30.292.769 61.088.399- 56.876.485  52.112.338 49,225.042
tnvestment per main ' g ) :
station . : 804 716 667 609 577 ¥  1.059 1.023 970. . 937
Investment per emp!oyee 111.156 102,926 92.480 77.080 67.018 162,340 141 .8:?7 122.906 108.90%
SERVICE AND EMPLOYEES. . - .
Total stations in service . . 87.563 84,014 80.439 75.015 72.569 Sy~ 84.014 80.438 75,015 72.568
Tota! main stations 59.004 57.681 55.596 53,700 52,533, 57.681 55,696 53.700 52.533
Long distance messages 7.305.913 - . 6.985.343 6.176.327 5,262,988 5,283,657, 985,343 6.175.727 5.252.988 5.283.657
Tolt revenue per main : : ’
station. . . .. - - - - 403 8 g7 3 94 90 $ 84 113§ 114 114 8 EE!
Employees. . . . . . - - N 427 401 401 . 424 452 401 401 424 462
= 1
INDEXES. ’
GNP — Implicit Price Deflator , .
(1958 = 100) . 170.2 153.9 1461 1416 1356.3 153.9 146.1 141.6 T 1253
Consumer Price Index : - ’
(1957-1959 = 100) . 1720 1547 145 7 141.0 1353 154.7 145.7 1410 135 3
Source: Indiana- Telepbone Corporation’'s 1974 annual report. .
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AAKUIN A,
Supplementary Price Level Adjusted Financial Information
Shell 0il Company (U.S.A)

HISTORICAL. - .
_DOLLARS = {Milions of dollars except par share amounts) DOLLARS OF CURRENT PURCHASING POWER*
1975 : P ‘ 1978 1974 1973 * w2
Summary Statement of iIncoms
88,224 Bevenues ...............-- eresanee  ceeesrasenas ... 3Bt $8.562 $6.037 $5.296
Costs and expansas: .
597 Depreciation, deplalion, 81C. . ....oo-v ol orvenen 739 L6986 667 - B23
tncome, and operating , .
706 RXBS . . v evvoveocneennarannnraen eeeeremnan 723" 533 315 282
Interost & discount amortization o .-
bal " onindebledness . ... oaanneens : 73 67 74 ”
€335 Other costs and expenses .. 6,433 6,722 4,709 4113
Income betore purchasing power
588 Gain OF 10SS Of MONBIAIY HEMS . ..o meeetrvaares e 386 544 272 201 °
’ Purchasing power gain (0s5) on: )
— LONGABITIEBY . .. cevrerviianrroeemremrraaimiosans (] 124 88 39
L~ Cther monetaryitems . .. Cereneseas {16) (&3] 5 2
§ 515 NOTINCOME . . .o esverarenaeerdnannannonessensnaonves § 438 $ 663 $ 358 $ 242
Summary Balance Sheet .
$2.475 CUMBALBSSOIS ..o\ vveeivrrannaransmrosssnstasnnss $2.583 $2.300 $2.078 $2,049
04 investments & iongterm raceivables . ... ....... P 123 138 n"z 113
4,389 vens 5828 5476 5,221 5.238
43 5G ’ 45 65 72
1,530 1,530 1.354 1,167 1,185
1,202 . 1,202 1,039 1,19t 1.309
287 Deleorred cradits-federal incoms taxes ces 367 boa4 a6 374
$3,912 Shareholders equity ....7..... v rrrnsaansimrsaanaran $5.495 $5.225 - 4,762 $4.604
Per Share Datat
$ 759 § 646 - $ 084 * $527 $ 360
$ 260 $265 - §272 $ 294 $ 3.0
Ratias {see definitions on page 32) .
14.5%  Netincome to shareholders’ equity . ..........c T 8.4% 12.9% 7. 5.3%
12.2%  Netincome o tolai capital cennanes .. T6% 11.7% 6.6% 5.0%
6.3% Netincomeiorevenues ........ PO - 5.2% T.7% 5.9% © 46%
34.2% Dividendstonetincoma .........coveean . 41.1% 27.7% 55.T% B6.1%
235% Longlermdebttototaicapital ........ Caeena PR 17.9% 16.6% . 20.0% 22.1%

‘mwmmmsingpowa_{doﬂmafoombu 31, 1975, - '
tPer weighted average fharg outstanding each year. - .

" AEPORT OF INDEPENDENT ACCOUNTANTS
To the Board of Dirsctors and Sharehotders of Shell Oil Company:

We have axamined the inancial statements of Shell Qit Company appearing inthe Annual Reports (o Shareholders for the years 1975,
¥974. 1973 and 1972, which are covered by ous reports dated February 4, 1976 and February 4, 1974. Those finandal statemenis do
ot reliect the changes in the general purchasing power of tha U.5. dolilr from the time ransactions ook place. Wa have also
axamined the suppiementary infeemation tor the years 1975, 1874, 1973 and 1972 restated (or effects of changes in the general pace
levet as desaibed in the Explanaiory Note on page 2. In out opinion, the supplamentary Summary Statement of Incoma, Summary -
Batanca Sheat and Per Share Data shown above present fairly the historical financial information restated in terms of the generat
purchasing power of the LS. delfar at December 31, 1975in accordance with guidelines, donsistently applied, recommeanded in
Accounting Principles Board Statement No. 3 and a Proposed Statement of Finanoial Accounting Standards, except for the reatment,
wilh which we concur, of deferred income 1axes as monetary items.

1200 Milam Street .
Houston, Texas 77002 Price Waterhouse & Co.

February 4, 1976



mom

@Zxplanatory Note

The accompanying supplementary price level adjusted financial
information, expressed in terms of December 31, 1975 dollars, is
based on the historical éollar financial infcrmation.RBoth the
supplementary and historical financial information vresented
here should be read in conjunction with the notes and other
financial statement information in the Annual Report. The
supplementary price level information reflects adjuétmenté only
for changes that have océurred in the general pruchasing powsy
of the dollar as measured by the Gross National Product Implicit
Price Deflator. The amounts shown, therefore, do not purport to
represent appraised value, replacement cost, or any other mea-

sure of the current value of assets. The Accounting Principles

Board Statement No.3 and a Proposed Statement of Financial

Accounting Standards; which give general guidance on how to

prepare and present price level financial statements, reflect

deferred income taxes as non-monetary items. But for purposes

of Shell's general price level restalement, such balances were

classified as monetary items because Shell believes that when

reversals of such tax differences take place, they give rise im-

mediately to taxable income and to additional taxes payable in

current dollars at that time. Had Shell followed the non-monetary

treatment for deferred income taxes, restated net income would

have been reduced by aporoximately 4 percent or less and restated

shareholders equity would have been reduced by about 2 per cent

or less in each of the last four years.

. Source: Shell 0il Company's 19875 annuzl report.
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