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FINANCIAL HIGHLIGHTS CALIFORNIA PORTLAND CEMENT COMPANY
1979 1978 Change
Total Revenues ................................... $198,815,000 $148,842,000* + 34%
NetIncome ..........o i 29,333,000 22,019,000
+ 33%
PerShare ........... ... .. ... ... . . ... ... ... 6.95 5.21
Dividends ......... ... .. ... ... ... ... ... ... ... 7,599,000 6,335,000
+ 20%
Per Share** ... .. .. ... .. .. ... . . ... . ... 1.80 1.50
Capital Expenditures ............................ .. 17,804,000 10,063,000
Depreciation ................. ... i 8,646,000 8,274,000
Taxes (Income, Property, Payroll, and Other) ......... 30,126,000 23,870,000
Working Capital ................................ ... 41,069,000 24,908,000* + 65%
CurrentRatio ........... ... i 2.1:1 1.9:1*
Total Assets ... 202,792,000 170,904,000 + 19%
BookValue ................ .. ... ... .. ... .. ... ... 150,718,000 129,298,000 y
+17%
PerShare ........... ... ... ... .. . . . . ... . ... 35.77 30.61
Number of Shares Qutstanding .................. ... 4,213,814 4,223,814
*Restated.

**Includes extra dividend of $.30 per share.

California Portland Cement Company’s principal business is the manufacture and sale of port-
land cement and other types of cement in California, Arizona, and Southern Nevada. The Company
operates two cement plants in Southern California and one in Arizona, and the three plants have a
combined annual capacity of 3,000,000 tons.

The Company also, through various subsidiaries and divisions, mines and sells coal and man-
ufactures and sells a variety of concrete and stone products, including prestressed and precast con-
crete products, ready-mixed concrete, aggregates, and limestone products. Through another sub-
sidiary, the Company explores for and sells oil and natural gas.

The Company was incorporated in California in 1891. The Company’s stock is listed on the
American and Pacific stock exchanges and is recognized by the ticker symbol CPO.

The Annual Meeting of California Portland Cement Company shareholders will be held in the
auditorium on the second floor, 612 South Flower Street, (downtown) Los Angeles, California, on
Tuesday, August 14, 1979, at 10:00 a.m.



TO THE SHAREHOLDERS:

The accompanying financial statements set forth
the results of all operations for the fiscal year ended
April 30, 1979 and present the financial condition of
the Company and its consolidated subsidiaries at
year end. Total revenues amounted to a record $199
million in fiscal year 1979, this figure being 34 per-
cent greater than the prior year. Net income also
reached a record amount, totaling $29 million, or
$6.95 per share, a 33 percent increase over the prior
year.

Below is a breakdown of net income per share for
the last two fiscal years:

1979 1978
Cement Division $6.75 $4.91
Concrete & Stone
Products Division (.64) (.20)
Other Activities .84 .50
Total Net Income
Per Share $6.95 $5.21

With the exception of the Concrete and Stone
Products Division, these results are certainly en-
couraging when you consider the fact that the Com-
pany is manufacturing and selling all the cement that
it possibly can. This condition has existed for almost
two years, and the Company is currently allocating
cement to its customers based on their prior pur-
chases.

The Cement Division, which accounts for 77 per-
cent of total revenues and 82 percent of total assets,
had another record year as a result of the continued
high demand for cement in the Company’s marketing
areas. The Company’s shipments of cement in fiscal
year 1979 from all three of its manufacturing plants
reached an all-time record and included importation
from foreign countries of clinker, which was ground
into cement at all three plants.

The outlook for the current year is a continued high
demand for cement in all of the marketing areas, and
only during inclement weather towards the end of
calendar year 1979 will the Company be able to build
up its inventories.

Construction on the Mojave Plant Modermization
Project has only been underway for four months and,
while the estimate of $100 million includes a provi-
sion for possible escalations and contingencies, it is
hoped that the seemingly never-ceasing spiral of in-
flation will come to a screeching halt so that the proj-
ect will be one of the few major capital projects of this

type in the cement industry to be completed on time
and under budget. Needless to say, when the project is
completed, the added productive capacity available
to the Company’s marketing areas will greatly
minimize future cement shortages.

The Concrete and Stone Products Division had a
troublesome year, but the outlook for the future is
much brighter than one might deduce from the finan-
cial results of the Division. Two of the four com-
panies which make up this Division, namely,
Arizona Sand and Rock Company and Colton Lime
and Stone, were profitable, but there were some
major decisions made with regard to the two un-
profitable companies. It has been decided to wind up
and dissolve California Cement Shake Co., Inc. after
over 15 years of struggling to perfect a cementitious
roofing product. A net reserve in the amount of $1.8
million, or $.42 per share, has been established for the
writedown of assets of this subsidiary to estimated
realizable value and for anticipated plant shutdown
costs. It was also decided to close the unprofitable
plant of Pacific Prestressed Products, Inc. located in
Northern California, and a net reserve in the amount
of $1.2 million, or $.29 per share, was made for the
writedown of certain assets to estimated realizable
values and for anticipated shutdown costs. The com-
bined effect of these decisions was to reduce net
income in the table at left by $.71 per share. Both
decisions came after much deliberation but will now
enable the Division to deploy all of its personnel, cap-
ital, and efforts in more profitable directions.

The major item included in the Other Activities
category relates to a land sale in the third quarter of
the fiscal year which resulted in an increase in net
income of $.30 per share.

Return on investment—often used to evaluate the
sensibility or economic justification of a project or
business—should also be evaluated each year from a
shareholder’s standpoint. The year’s earnings of
$29.3 million amounted to a 21 percent return on
shareholders’ equity, or investment in the Company.
Even the five-year average return on shareholders’
equity amounts to 13 percent, a figure that should
satisfy most investment parameters or criteria. The
15 percent return on total revenues is one of the high-
est in the cement industry and proves that the Com-
pany’s goal to be one of the lowest cost producers in
the industry is being achieved.

Cash dividends of $1.80 per share, totaling
$7,599,000, were paid to the Company’s shareholders



in fiscal year 1979, marking the 70th consecutive
year cash dividends have been paid. The current quar-
terly rate of $.50 per share was approved by the Board
of Directors on May 8, 1979, which indicates that the
annual rate is $2.00 per share. This increased annual
cash dividend rate is intended to replace the extra div-
idends of $.30 per share that were paid in each of the
two prior fiscal years. The dividend payout, as a per-
cent of earnings, is a respectable figure, but it is im-
portant to remember that earnings have to be rein-
vested in the business in order to enable the Com-
pany to keep pace with new technology, changing
market conditions, and investment opportunities.
The quarterly dividend rate has doubled in the past
two years and indicates that the Directors recognize
the needs of the shareholders as well as the needs of
the Company.

The Company is concerned, as a corporate citizen,
about the current inflation situation and is in com-
pliance with voluntary regulations of the Council on
Wage and Price Stability. However, it is frustrating
to be the recipient of numerous increases in costs of
labor and materials and not be able to do anything
about them except absorb them.

The debt-to-equity ratio as of April 30, 1979 is very
low compared to most capital intensive businesses.
The strong financial posture of the Company places it
in an excellent position to generate or obtain the re-
sources required to independently pursue the excel-
lent business opportunities and internal growth that
will undoubtedly occur in the years ahead. The cycli-
cality of the cement business often calls for large
amounts of borrowing for specific projects as they are
authorized by the Board of Directors. During the next
18 months, the Company may incur as much as $60
million worth of debt in order to finance the Mojave
Modernization Program, which is discussed in more
detail later in this report. The debt will be a combina-
tion of bank loans, tax-exempt bonds, and other types
of financing. The Company is very flexible at this
point in being able to act quickly or strategically to
obtain the necessary funds from the most economical
sources.

The antitrust litigation, which involves as defend-
ants the Company, the Portland Cement Association,
and almost all cement manufacturers in the United
States and which has been noted in recent annual re-
ports and is more fully described later in this report, is
still in preliminary stages. The plaintiffs are now ap-
parently asserting that cement has been priced and

sold unlawtully in the United States for decades be-
cause a standard formula is generally used. The Com-
pany believes that the method it uses to establish the
price of cement is fully competitive and is a consist-
ently fair method of pricing the product, equally ben-
efiting the seller and the buyer and not violative of
the antitrust laws. The issues in an economic sense
are very complex, even in the preliminary stages, and
the Company does not expect any conclusion for
many, many months.

In April 1979 an unsolicited cash offer of $47 per
share for all of the shares owned by the Company’s
largest shareholder was declined by that shareholder.

In reviewing the last two Annual Reports, there
were several statements made that should be re-
peated here because they still apply to 1979 condi-
tions:

From the 1977 Annual Report:

“It is indeed gratifying to have achieved record re-
sults during the current fiscal year, but efforts are
continually being made to further reduce and con-
trol costs and take advantage of any cost-saving or
energy-saving capital improvements.”

“One of the many reasons for the improved finan-
cial results is the fact that Soldier Creek Coal Com-
pany operated profitably during the fiscal year and
also supplied the cement plants with the most eco-
nomical fuel available.”

“This is a cyclical business; however, the Com-
pany has been in business for (86) years, and it will
continue to maintain a strong financial condition
and be prepared to weather any storm that may
arise.”

From the 1978 Annual Report:

“The (above) results are most gratifying and only
help to prove the theory that a cement manufactur-
ing plant which is properly designed and operated is
not plagued with excessive maintenance, break-
down, and labor costs when it operates at 100 per-
cent capacity.”

“It is a continuing problem for some people and
groups to recognize the need to strike a reasonable
balance between the necessity for sound economic
growth and the protection of the environment.”

“The cement business is cyclical and regional,
and, even though some people would say that this
year’s results are indicative of the future, it is more
realistic to assume that the upward curve will peak



out some day and that this business will return to a
more normal cyclical pattern.”

“The absence of charts and graphs in this record
year report is strictly by design. The Company has
always tried to deliver the facts to the shareholders
and the investment community with a minimum of
pages and expense.”

In February 1979, Sidney R. Petersen, President of
Getty Oil Company, headquartered in Los Angeles,
was elected a director. He brings youth, ingenuity,
and extensive knowledge of a natural resource busi-
ness to the Board of Directors and is a welcome addi-
tion.

. Effective May 1, 1979, A. Frederick Gerstell was
promoted to the position of Vice President, Cement
Division, with responsibility for all of the Company’s
cement operations. Replacing him as Vice President
of the California cement operation is Ronald J. Van
Thyne. David C. Lauritzen was elected Treasurer and
William G. Bassett was elected Controller of the
Company. The average age of these men is 40 years,
and they have been associated with the cement in-
dustry for the majority of their working years.

The loyalty and support of the shareholders during
the past yearis greatly appreciated, and it is a pleasure
to welcome any new shareholders who are reading
this report for the first time. The dedication of the
employees of the Company is also greatly appreciated
by the Board of Directors, who take this opportunity
to salute them in their entirety.

The Board of Directors and officers express their
sincere appreciation to the Company’s customers for
their continued patronage and to its many friends in
the business and financial community for their con-
tinued counsel and support.

Submitted on behalf of the Board of Directors,

Moelal @ Yoy

Michael A. Morphy
President

June 26, 1979



OPERATIONS REVIEW

CEMENT DIVISION

The Cement Division recorded new highs in both
revenues and income for the third successive year.
Revenues amounted to $152,378,000 in fiscal year
1979, and the Cement Division contributed income
before taxes of $50,897,000, an increase of 39 percent
over 1978.

The Company operates cement manufacturing
plants at three locations; Colton, California, with an
annual capacity of 750,000 tons; Mojave, California,
with an annual capacity of 1,100,000 tons; and Ril-
lito, Arizona, with an annual capacity of 1,150,000
tons. The Company is the largest producer of cement
in its marketing areas, with a combined annual pro-
duction capacity of 3,000,000 tons or approximately
25 percent of the industry capacity. In the United
States there are 48 cement companies operating a
total of 159 plants, and California Portland Cement
Company ranks 12th in total capacity with its three
plants.

The Company’s cement shipments increased 9
percent over the previous fiscal year, and the Com-
pany set a new record for cement shipments. This
achievement was due in part to importation of
cement clinker from foreign sources which enabled
the Company to better serve the requirements of its
customers. The Company will continue to import
clinker as dictated by market conditions.

What were some of the factors that contributed to
the Company’s record shipments? The Company’s
tirst quarter of fiscal 1979 saw the continuation of a
strong demand for its products in the residential,
commercial and industrial sectors. A strong backlog
of construction commitments in these sectors, built
up during an unusually inclement winter, sent the
demand once again to record levels. This record de-
mand placed the Company in a position of allocating
its products to all of its customers, and this allocation
is continuing at the present time.

Shipments from the Company’s two Northern
California distribution terminals, at Redwood City
and Stockton, increased due to a strong Northern Cal-
ifornia construction market. These terminals dis-
tribute cement shipped from the Mojave Plant to cus-
tomers in the San Francisco Bay Area and the Sac-
ramento and central California areas east of San Fran-
cisco. The Stockton facility, built by the Company,
commenced operation in August 1977. The Company
began construction of a new $2.7 million distribution

terminal to be located near the San Francisco Bay
Area in Fremont, California. The Company will dis-
continue customer service from the Redwood City
Terminal, which is presently leased, and will make
the transition in September 1979 to its new terminal
in Fremont. This new efficient, modern terminal will
have increased storage capacity to better serve the
growing Northern California market.

All three cement plants operated at full capacity
during the past year and are expected to do so in fiscal
year 1980. Record sales and earnings brought with
them increased challenges and opportunities in the
areas of production and planning. Each plant has proj-
ects and engineering feasibility studies in progress
which will result in improvements in production, ef-
ficiency, and quality of the environment. Budgeted
capital expenditures of $8,171,000 for fiscal year
1980, in addition to the Mojave Modernization Proj-
ect mentioned separately in this report, should con-
tinue to make the three cement plants among the
most efficient in the cement industry.

Operating costs continue to escalate with energy
and labor being the most significant factors. The Sol-
dier Creek Coal division continues to supply coal to
all three cement plants. Accordingly, the drastic in-
crease in the cost of petroleum products has not af-
fected the Company’s cement manufacturing costs as
significantly as those companies who do not own
their own fuel supply and, therefore, are partially or
totally dependent upon outside sources for their fuel
requirements.

Electrical power costs, which represent 16 percent
of total manufacturing costs, increased 13 percent per
ton of production during the year. Engineering
studies are presently underway at the Colton Plant to
determine the feasibility of generating electrical
power from waste heat now vented into the atmos-
phere.

Labor relations between the Company and the
United Cement, Lime and Gypsum Workers Interna-
tional Union, representing hourly employees at the
three cement plants, were favorable during the past
year. Wage and benefit increases of approximately 9
percent took effect on May 1, 1979 in accordance
with a three-year contract which became effective
May 1, 1978.

A new safety incentive program was instituted dur-
ing the fiscal year. While the Company did not com-
plete the year accident free, the number of lost-time



accidents was greatly reduced over recent years. The
Company continues in its efforts to eliminate lost-
time accidents, primarily because of its concern for
the safety and well-being of all employees and also
because the Company believes that improved safety
results in improved profits.

Based on construction trend indicators, the strong
demand for cement in the residential, commercial,
and industrial segments in the construction industry
will continue within the Company’s marketing
areas. The Company remains optimistic for fiscal
year 1980 and anticipates a strong demand for cement
shipments.

MOJAVE CEMENT PLANT
MODERNIZATION

On September 19, 1978, the Company’s Board of
Directors granted final approval for engineering, pro-
curement, and construction of a one million ton addi-
tion to the existing 1.1 million ton cement plant in
Mojave, California. In October 1978, Kaiser En-
gineers, Inc., a division of Raymond International,
Inc., located in Oakland, California, was awarded the
contract to supply engineering, procurement, and
construction management services for the project. In
January 1979 the United States Environmental Pro-
tection Agency and the Kern County Air Pollution
Control District granted final authority and approval
to construct the plant addition.

Total direct cost of the project is estimated to be
$76 million with an additional $24 million budgeted
for escalation, contingency, fees, and engineering
costs. Through the end of fiscal year 1979, commit-
ments amounting to $21 million have been made on
the project. All earth-removal and grading work has
been completed, and contracts for concrete, mechan-
ical, and structural steel construction segments are
currently being bid. The Company’s engineers will
monitor the project in each discipline of
engineering—mechanical, electrical, and civil. At
this early date, the project is on time and under
budget. Completion is still expected by December
1980. It is anticipated that construction will not im-
pair operations of the present plant at Mojave and
that no production interruptions will be experienced
as a result. Every effort is being made to expedite the
signing of firm price contracts in all areas of construc-
tion in order to avoid as much as possible the effects
of inflationary cost increases.

When completed, the new plant will be among the
most modern and efficient in North America. The
Mojave Project continues the Company’s philosophy
of maintaining modern, low-cost, energy-efficient,
and environmentally-clean cement manufacturing
plants.

COAL DIVISION

Soldier Creek Coal Company, a division of the
Company, is responsible for the coal operations of the
Company. In 1974 the Company acquired the Soldier
Creek Mine, an underground coal mine near Price,
Utah, approximately 125 miles southeast of Salt Lake
City. After completing the rehabilitation of the mine
and existing equipment, coal mining operations
began in June 1976.

During the year, Soldier Creek mined over 550,000
tons of coal. “Tons of coal per man per day”’ exceeded
set production goals and substantially exceeded the
national average for underground coal mines. Safety
is first at Soldier Creek. Soldier Creek’s philosophy
that high levels of production may be maintained
without sacrificing safety is supported by the favor-
able results of frequent Federal and state inspections.

During fiscal year 1979, capital expenditures
amounted to $1,290,000, most of which related to
completion of facilities outside of the mine. The
approved budget for fiscal year 1980 amounts to
$2,141,000 and is basically for additional equipment
and machinery expenditures required to supply coal
to the Company’s cement plants and other potential
customers.

In January 1978 the Company exercised its option
to acquire a long-term coal mining lease covering 960
acres of coal-bearing fee property located about 75
miles south of the existing Utah coal mine. This
property, previously referred to as Ivie Creek Coal, is
now called the Hidden Valley Mine.

Hidden Valley Mine is presently involved in pre-
liminary engineering planning, and plans are being
formulated for the future development of this coal
property. Production from this mine is anticipated to
be approximately 500,000 tons of coal annually.

Soldier Creek Coal Company, encompassing both
the Soldier Creek Mine and the Hidden Valley Mine
with estimated recoverable reserves of 30 million
tons, continues to be an integral and important part of
the Company’s operations. Soldier Creek Coal Com-



pany has consistently supplied all coal requirements
for the cement plants and has scheduled expansion in
order to meet future requirements of the Cement
Division, as well as having coal available for sale to
others, for many years.

CONCRETE AND STONE
PRODUCTS DIVISION

Arizona Sand and Rock Company, Pacific Pre-
stressed Products, Inc., and Colton Lime and Stone
Company are the entities comprising this Division.
Revenues of the three entities during fiscal year 1979
were a record $38,764,000, which is a 70 percent in-
crease from the prior fiscal year that had been the pre-
vious record. The Division had a $719,000 profit be-
fore income taxes. The results of operations of Cali-
fornia Cement Shake Co., Inc., which were previ-
ously included in the Concrete and Stone Products
Division, have been segregated and presented as a
discontinued operation in the accompanying finan-
cial statements as a result of a decision to shut down
the operation and dissolve the subsidiary as explained
below. Accordingly, results of operations for years
prior to 1979 have been restated.

Arizona Sand and Rock Company produces and
sells sand and rock and ready-mixed concrete from
three plants in the Phoenix, Arizona area, and this
subsidiary contributed 52 percent of total revenues of
the Concrete and Stone Products Division during the
fiscal year. Arizona Sand and Rock Company owns or
holds long-term leases on extensive rock and sand re-
serves in and near the Phoenix area. Excellent market
conditions and the ability of management to
capitalize on these conditions combined to make the
fiscal year the best in the history of this subsidiary.
Volume of product sold, revenues, and profits were all
at record levels. Operations were hampered at the be-
ginning of the fiscal year as this subsidiary recovered
from the heavy floods of March 1978 and again in the
third quarter as it was greatly affected by severe flood-
ing in the Salt and Agua Fria river basins in the
Phoenix area. A very favorable cash flow for the fiscal
year made it possible for Arizona Sand and Rock
Company to modernize and expand its facilities to
better serve its customers and benefit from increased
market opportunities in the future.

Pacific Prestressed Products, Inc. manufactures
prestressed and precast concrete products at two
plants located near Los Angeles and San Francisco,

‘:—E

California. Revenues constituted 39 percent of total
Division revenues and increased 74 percent from the
prior year as the prestressed concrete market im-
proved and Pacific Prestressed Products, Inc. partici-
patedin this improvement. A decision wasreached in
March 1979 to commence a phaseout and shutdown
of the Fremont Plant near San Francisco, and, accord-
ingly, provisions for writedown of assets and plant
shutdown costs were made in fiscal year 1979. This
plant had operated at a loss for many years, and it was
deemed economically inadvisable to continue its op-
eration. A comprehensive plan for improvement in
the management and operation of this subsidiary
commenced in January 1979 and incorporated the de-
cision to concentrate all efforts on the Irwindale
Plant in Southern California while continuing to
market throughout California from the Irwindale
Plant. The positive effects of the restructuring of the
subsidiary and its improved management and opera-
tion should result in profitability being established
during fiscal year 1980. The Company fully approves
of and supports the steps being taken to improve the
performance of Pacific Prestressed Products, Inc. and
has full confidence that this subsidiary’s performance
will continue to improve in fiscal year 1980 and in
years to come. The Company thanks all customers of
Pacific Prestressed Products, Inc. for their patience
and understanding in the very difficult year just past.

Colton Lime and Stone Company, a division of the
Company, produces and sells limestone products
from a facility located at the Colton Cement Plant. It
contributed 9 percent of total revenues of the Con-
crete and Stone Products Division during the fiscal
year. Record sales and profits were achieved for the
third consecutive year. During the fiscal year, con-
struction began on a new limestone products plant
near the Auburn Dam site east of Sacramento in
Northern California. This facility will increase the
productive capacity of Colton Lime and Stone Com-
pany by 65 percent. The market for limestone in glass
manufacturing and as an industrial filler has experi-
enced unusual growth due to the demands of the
flourishing wine, beer, roofing, and fiberglass indus-
tries. Emerging uses for the division’s products, in-
cluding control of sulfur dioxide emissions in coal-
burning plants, are being reviewed as potential mar-
kets for the limestone ore reserves at the Mojave
Plant of the Company. Strong sales are expected to
continue through fiscal year 1980.



California Cement Shake Co., Inc., a 91 percent
owned subsidiary of the Company located in Irwin-
dale, California, produces Cal+Shake® a lightweight
fireproof cement roofing shake. This shake is a com-
position of portland cement, lightweight aggregates,
reinforcing fibers, and coloring to simulate a weath-
ered wood shake. An attempt was made during the
fiscal year to sell the subsidiary as it was deemed in-
appropriate to continue operation with the substan-
tial ongoing losses it was incurring and the inability
to market the product in sufficient quantities and at
appropriate prices. A six-month search for a pur-
chaser resulted in no candidate who was sufficiently
interested to make an offer for the subsidiary. There-
fore, the shareholders of California Cement Shake
Co., Inc., voted on June 6, 1979 to close down and
dissolve the subsidiary, and, accordingly, provisions
for writedown of assets and plant shutdown costs
were made in fiscal year 1979.

With the actions taken in fiscal year 1979 regarding
the unprofitable elements of the Division and the
steps taken to improve its management, the Concrete
and Stone Products Division has established a strong,
firm base which should generate profitability in fiscal
year 1980 and years to come. The Division will ac-
tively search for acquisitions which will further en-
hance its profitability and make it a strong and large
contributing factor to the continuing success of Cali-
fornia Portland Cement Company.

STATEX PETROLEUM, INC.

Statex Petroleum, Inc., an oil and gas exploration
and production company which is 52 percent owned
by the Company, concentrated its exploratory drill-
ing activities during the year in Oklahoma and
Louisiana. Statex participated in drilling 9 explora-
tory wells and 17 development wells during the year

ended October 31, 1978. For the six months ended
April 30, 1979, Statex participated in 14 additional
wells—1 exploratory and 13 developmental.

For its fiscal year ended October 31, 1978, Statex’s
revenues increased 44 percent, with net income 20
percent above the prior year. Revenues from sales of
oil and gas and royalty income for the 6 months ended
April 30, 1979 increased 8 percent over the compara-
ble 6-month period in the prior year, reflecting new
production as well as the somewhat higher prices
prevailing for newly discovered oil and gas. Statex’s
1979 drilling program is underway in Oklahoma, hav-
ing as its objective 16 exploratory prospects in 5
counties. As in the previous year, Statex will partici-
pate as operator together with another independent
oil company that will pay two thirds of preparation
and drilling costs for a 50 percent interest in the pro-
gram developed by Statex.

As of December 31, 1978, Statex owned estimated
proved developed recoverable reserves of 665,000 bar-
rels of oil and 18.5 billion cubic feet of gas. Statex es-
timates that 66,000 barrels of oil, 16,500 barrels of
condensate, and 2.1 billion cubic feet of gas can be
produced from these reserves during the 12-month
period ending October 31, 1979, the end of Statex’s
current fiscal year. The search for and development of
new oil and gas production for Statex’s account with
its own staff have become the keystone of its growth
strategy, both now and for the foreseeable future.

The results of operations of Statex are not reported
on a consolidated basis by the Company, but 52 per-
cent of Statex’s net assets is included in investments
on the Company’s Balance Sheet. The results of oper-
ations of Statex are contained in its annual report,
which may be obtained by writing to the Secretary.
The common stock of Statex is traded in the over-
the-counter market.
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CALIFORNIA PORTLAND CEMENT COMPANY AND CONSOLIDATED SUBSIDIARIES &\

FIVE-YEAR SUMMARY OF OPERATIONS

{Thousands—except per share data)

Year ended April 30*

DOLLAR AMOUNTS:
Continuing Operations:

Revenues:
CementDivision.......................
Concrete and Stone Products Division . . . .
Other Activities .......................

Costs and Expenses:
Costof productssold ...................
Selling, general, administrative, and other
Interest ....... ... . ... ... ...,

Income {Loss) from Continuing Operations
Before Income Taxes and Equity in
Conrock Co.:

Cement Division.......................
Concrete and Stone Products Division . . . .
Other Activities .......................

Income from Continuing Operations
Before Equity in Conrock Co. ............
Equity in Undistributed Net Income of
Conrock Co. [net of income taxes) .......

Income from Continuing Operations . .. ....
Loss from Discontinued Operation
(netofincometaxes)......................

NETINCOME .............................

AMOUNTS PER SHARE:
Continuing Operations:
Income from Continuing Operations
Before Equity in Conrock Co. ............
Equity in Undistributed Net Income of
ConrockCo. .......... ...l

Income from Continuing Operations .......
Loss from Discontinued Operation ...........

NETINCOME ............... .. ... .......

AVERAGE NUMBER OF
SHARES OUTSTANDING ..................

|

1979 1978 1977 1976 1975
$152,378  $122,816  $ 92,012 $70,565  $58,771
38,764 22,786 19,391 21,623 22,670
7,673 3,240 800 2,344 1,949
$198,815  $148,842  $112,203  $94,532  $83,390
$125,328  $ 95209 $ 78233  $71,456  $66,157
18,209 15,088 13,013 11,252 10,624
136 502 1,405 2,015 2,081
$143,673  $110,799  $ 92,651  $84,723  $78,862
$ 50,897 $ 36,671 $ 20675 $11217 $ 6,149
719 92 (1,834)  (1,363)  (1,173)
3,526 1,280 711 (45) (448)
55,142 38,043 19,552 9,809 4,528
24,009 16,104 7,723 3,178 577
31,133 21,939 11,829 6,631 3,951
919 836 509 452 502
32,052 22,775 12,338 7,083 4,453
(2,719} (756) (665) (407) (187)

$ 29,333  $-22019 $ 11,673 $ 6,676 $ 4,266
$ 737 $ 519 § 28 $ 157 $ .93
22 20 12 11 12

7.59 5.39 2.92 1.68 1.05
(.64) (.18) (.16) (.10) (.04)

$ 695 § 521 $ 276 § 158 $ 101
$ 150 $ 120 $ 100 $ 100 $ 1.00
30 30 — — —

$ 180 $ 150 $ 100 $ 1.00 $ 1.00
4,222 4,224 4,224 4,224 4,224

*Years ended April 30, 1975 through 1978 have been restated to reflect the cement-based roofing shake business,
previously included in the Concrete and Stone Products Division, as a discontinued operation.



MANAGEMENT DISCUSSION AND ANALYSIS OF FIVE-YEAR SUMMARY OF OPERATIONS

1979

Cement Division revenues increased 24 percent
from 1978 due to a 9 percent increase in cement
shipments and to higher average selling prices which
resulted from price increases instituted during the
year. The increase in shipments of cement was due to
continued strong construction activity in all of the
marketing areas served by the Company’s three ce-
ment plants. Income before income taxes of the Ce-
ment Division increased 39 percent due primarily to
operating at capacity levels and to increased revenues
as noted above.

Revenues from the Concrete and Stone Products
Division increased 70 percent from 1978. Increased
construction activity in 'Southern California and the
Phoenix, Arizona area, the principal markets served
by the subsidiaries included in the Division, resulted
in increased demand for the subsidiaries’ products,
and price increases during the year enabled the sub-
sidiaries to recover increases in operating costs. In-
come before income taxes from the Division in-
creased substantially due primarily to increased
utilization of productive capacity as a result of the
increased demand and to the significant increase in
revenues, offset in part by provisions amounting to
$2,238,000 made by one subsidiary for writedown of
assets to estimated realizable values and for antici-
pated shutdown costs as a result of a decision to close
a plant which had experienced continued unprofit-
able operations. The increase of 21 percent in selling,
general, administrative, and other expenses was due
primarily to these provisions.

Revenues and income before income taxes arising
from Other Activities include a gain of $1,914,000
from a sale of land. Other fluctuations are due to
the inherent non-recurring nature of items included
in Other Activities, none of which is individually
significant.

The substantial increase in loss from discontinued
operation was due to continued problems in produc-
ing cement-based roofing shakes and to a charge of
$1,776,000, net of income tax effect, resulting from
provisions for writedown of assets and shutdown
costs; see Note 2 to the financial statements for
further details.

1978

Revenues from the Cement Division increased 33
percent from 1977 due primarily to a 22 percent in-
crease in cement shipments and to higher average
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selling prices resulting from price increases insti-
tuted during the year. The significant increase in ce-
ment shipments was the direct result of strong con-
struction activity in the marketing areas served by
the Company’s three cement plants. The price in-
creases enabled the Company to more than recover
increases in operating costs and, combined with plant
operating levels at effective capacity, accounted for
substantially all of the 77 percent increase in income
before income taxes of the Cement Division.

Revenues from the Concrete and Stone Products
Division increased 18 percent from 1977. The Com-
pany’s Arizona Sand and Rock Company subsidiary
accounted for most of the increased revenues due
primarily to a significant increase in construction ac-
tivity in the Phoenix, Arizona area. The Division
eamed $92,000 before income taxes after incurring a
loss of $1,834,000 before related income tax effect in
1977 due primarily to increased utilization of produc-
tive capacity and increased volume of the Arizona
Sand and Rock Company subsidiary and to the ab-
sence of provisions for writedown of assets and idle
plant costs which were made by one subsidiary in
1977.

The fluctuations in revenues and income before in-
come taxes from Other Activities are due to the in-
herent non-recurring nature of the items included
under this caption, none of which is individually sig-
nificant.

The substantial decrease in interest expense was
due to a reduction in unsecured notes payable of
$13,125,000 and to the absence of any new borrow-
ings during the year.

Loss from discontinued operation increased 14 per-
cent from 1977 due primarily to significant problems
encountered in increasing production of cement-
based roofing shakes. See Note 2 to the financial
statements regarding the discontinuance of this
business.

1977

Revenues from the Cement Division increased 30
percent from 1976 due primarily to a 14 percent in-
crease in cement shipments and to higher average
selling prices resulting from price increases insti-
tuted during the year. These price increases enabled
the Company to recover increases in operating costs
and, combined with increased utilization of produc-
tive capacity due to the increased demand for cement,



accounted for substantially all of the 84 percent in-
crease in income before income taxes from the Ce-
ment Division.

Revenues from the Concrete and Stone Products
Division decreased 10 percent from 1976 due prima-
rily to the extreme competitive conditions which
existed in most areas of the Division’s operations and
to a continued lack of demand for prestressed con-
crete products. These factors caused certain of the
Division’s facilities to operate at low levels of capac-
ity and, combined with provisions amounting to
$1,330,000 made by one subsidiary for writedown of
certain assets to estimated realizable values and for
anticipated idle plant costs, resulted in a 35 percent
increase in the Division’s loss before related income
tax effect. The increase of 16 percent in selling, gen-
eral, administrative, and other expenses was due
primarily to the provisions for writedown of certain
assets and for anticipated idle plant costs described
above.

The fluctuations in revenues and income before in-
come taxes from Other Activities are due to the in-
herent non-recurring nature of the items included
under this caption, none of which is individually sig-
nificant.

The substantial decrease in interest expense was
due to a reduction in long-term notes payable of
$9,659,000 and to the absence of any new borrowings
during the year.

The provision for income taxes increased substan-
tially due primarily to the increase in income before
income taxes of the Cement Division.

1976

Revenues from the Cement Division increased 20
percent from 1975 due to higher average selling prices
resulting from price increases instituted during the
year and to a one percent increase in shipments. In-
come before income taxes increased 82 percent due
primarily toincreased revenues and to a slowerrate of
escalation in production costs than in 1975.

The Concrete and Stone Products Division’s loss
before related income tax effect increased 16 percent
from 1975. The continued downward trend in con-
struction activity and the resultant extreme competi-
tive conditions which existed in all geographic areas
of the Division’s operations combined to cause an
increase in the loss from operations of the Division.

The provision for income taxes increased substan-
tially due primarily to the increase in income before
income taxes from the Cement Division.
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CONSOLIDATED BALANCE SHEET
April 30, 1979 and 1978

ASSETS
CURRENT ASSETS:

Cash ..
United States Government SECUTItIes . ... ..vuen et i
Receivables {less allowance for doubtful accounts,

$491,000in 1979 and $261,000in 1978) ..... ... ...
Inventories:

Finished products and productsinprocess............................

Materials and supplies ... e
Prepaid €XPenses .. ...ttt e

Total CUITENt ASSELS . .« o vttt et e e e et

INVESTMENTS:
Conrock Co. [NOtEB) . ..ottt e
Statex Petroleum, Inc. (Note4) . .. ... oot e
Other (at cost; market value $8,616,000 in A
1979and $6,748,000in 1978) ... ...

Total INVEStMENTS . . . oottt ettt e e e e

PROPERTY:
Land and deposits ...........ooiiiiiii e
Buildings, machinery, and equipment ............ ... ... .. ...
Construction iN PIOZTESS . . ..ottt ettt it ie i ans

Total ..o e
Less accumulated depreciation and depletion . .......... ... ......... ...

Property—mnet ...
OTHER ASSE TS .o e e e
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1979

$ 8,213,000

1978

$ 3,396,000

10,250,000 3,800,000
25,503,000 20,242,000
11,853,000 8,658,000
16,506,000 13,583,000
5,498,000 2,972,000
77,823,000 52,651,000
17,974,000 16,594,000
4,958,000 4,513,000
1,930,000 1,918,000
24,862,000 23,025,000
10,174,000 10,621,000
147,892,000 142,755,000
10,526,000 3,189,000
168,592,000 156,565,000
72,748,000 65,308,000
95,844,000 91,257,000
4,263,000 3,971,000
$202,792,000  $170,904,000
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CALIFORNIA PORTLAND CEMENT COMPANY AND CONSOLIDATED SUBSIDIARIES

LIABILITIES 1979 1978
i CURRENT LIABILITIES:
h Accounts payableandaccrued ......... ... ... .. $ 19,468,000 $ 11,827,000
: Federal and stateincome taxespayable ......... ... ... ... ... ... ... ..... 13,276,000 10,676,000
s Real and personal property taxesaccrued . ............ ... ... ... ... ... 3,103,000 4,525,000
Other . 907,000 715,000
Total current liabilities ......... ... ... ... ... ... . ... .. ... 36,754,000 27,743,000
LONG-TERM LIABILITIES:
Unsecured notes payable (Note 5) ......... ... ... ... .. ............... 1,970,000 2,145,000
Deferred Federal and state income taxespayable ........................ 8,063,000 6,583,000
Total long-term liabilities ................................. 10,033,000 8,728,000 -
DEFERRED INVESTMENT TAX CREDIT (Note6) ................cooo... 5,287,000 5,135,000
SHAREHOLDERS' EQUITY:
Common stock—authorized, 6,000,000 shares of $5 par value each;
outstanding, 4,213,814 shares in 1979 and 4,223,814 sharesin 1978 ... .. 27,383,000 27,383,000
Retained earnings ................ . i 123,335,000 101,915,000
Total shareholders’ equity ............ ... ... ............... 150,718,000 129,298,000
TOTAL ..ot e $202,792,000  $170,904,000

See accompanying notes to financial statements.
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STATEMENT OF CONSOLIDATED INCOME
For the years ended April 30, 1979 and 1978

1979 1978
CONTINUING OPERATIONS:
Revenues:
Billings to customers (less discounts and allowances) . ................. $191,351,000 $144,625,000
Other income (principally dividends, interest, rent, and royalties} ...... 7,464,000 4,217,000
Total ... o . e e 198,815,000 148,842,000
Costs and Expenses: ’
Cost of products sold {including freight on shipments) ................. 125,328,000 95,209,000
Selling, general, and administrative ........... ... ... ... ... o o 14,624,000 13,347,000
INtETESt . o ottt s 136,000 502,000
Other [INOte 13 ..ot et 3,585,000 1,741,000
7 143,673,000 110,799,000
Income from Continuing Operations Before Income Taxes and Equity
INConrock Co. ..ot e 55,142,000 38,043,000
Income Taxes (NOte 6] . ... oot i 24,009,000 16,104,000
Income from Continuing Operations Before Equity in Conrock Co. ....... 31,133,000 21,939,000
Equity in Undistributed Net Income of Conrock Co. (net of deferred
Federal and state income taxes of $461,000 in 1979 and
$444,0000n 1078 . . e 919,000 836,000
Income from Continuing Operations ...............ovveeiieienaa .. 32,052,000 22,775,000
LOSS FROM DISCONTINUED OPERATION—Net of income
taXES [INOTE L) oottt e e e e (2,719,000) (756,000)
NETINCOME ... e e e e e e e $ 29,333,000 $ 22,019,000
PER SHARE—Based on average shares outstanding:
Continuing Operations:
Income from continuing operations before equity in Conrock Co. ...... $7.37 $5.19
Equity in undistributed net income from Conrock Co.
(net of deferred income taxes) ........vt i .22 .20
Income from continuing Operations ..................oovvviiao.. .. 7.59 5.39
Loss from Discontinued Operation (net of income taxes)................. (.64) {.18)
NEtINCOMIE . . . oottt ittt ettt et e e $6.95 $5.21

See accompanying notes to financial statements.
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STATEMENT OF CONSOLIDATED CHANGES IN FINANCIAL POSITION
For the years ended April 30, 1979 and 1978

|

1979 1978
SOURCE OF FUNDS:
Continuing Operations:
Income before equity in Conrock Co. ... ..., $31,133,000 $21,939,000
Add (Deduct):
Depreciation ......... ... . 8,397,000 8,031,000
Provisions for writedown of assets and plant shutdown costs .......... 2,238,000 —
ORET [DEt) ..ttt (324,000) 1,103,000
Funds provided by continuing operations ..................... 41,444,000 31,073,000
Discontinued Operation:
Loss from discontinued operation . .................. ... i, {2,719,000) (756,000)
{Add) Deduct:
Provisions for writedown of assets and plant shutdown costs .......... 3,288,000 —
Deferred Federal income tax benefit.......... ... i ... (1,512,000 —
OhET (ML) ... 222,000 235,000
Funds used by discontinued operation........................ (721,000) {521,000}
Funds provided by operations (net) ........................... 40,723,000 30,552,000
Disposal of property . ... 1,348,000 1,098,000
Accounts payableandaccrued ......... ... 5,340,000 3,115,000
Federal and state income taxespayable .................... ... .. ... ..... 2,600,000 3,146,000
Total Sourceof Funds .......... ... ... ... .. 50,011,000 37,911,000
APPLICATION OF FUNDS:
Capital expenditires .. ..... ...ttt 17,804,000 10,063,000
Paymentofcashdividends ......... .. ... ... ... ... . . .. 7,599,000 6,335,000
Payment of unsecured notespayable .......... ... ... . ... . ... .. ........ 191,000 13,125,000
INVentories . ... 6,118,000 5,422,000
Receivables ....... ... 5,261,000 1,441,000
Real and personal property taxesaccrued .............. ... . ... 1,422,000 {276,000}
Other(net) ... 349,000 1,328,000
Total Applicationof Funds .................................. 38,744,000 37,438,000
INCREASE IN CASH AND UNITED STATES
GOVERNMENT SECURITIES . ... $11,267,000 $ 473,000

See accompanying notes to financial statements.

15



STATEMENT OF CONSOLIDATED RETAINED EARNINGS

For the years ended April 30, 1979 and 1978

BALANCE AT BEGINNINGOFYEAR ..............
NETINCOME . ... i

DEDUCT:

Cash dividends—$1.80 a share in 1979 and $1.50 a sharein 1978 .........
Cost of 10,000 shares of Company’s common stock purchased and retired .

See accompanying notes to financial statements.

1979 1978
.................... $101,915000  $ 86,231,000
.................... 29,333,000 22,019,000
.................... 131,248,000 108,250,000
7,599,000 6,335,000
314,000 —
.................... 7,913,000 6,335,000
.................... $123,335,000  $101,915,000

NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES:

The consolidated financial statements include the
accounts of the Company and all subsidiaries except
Statex Petroleum, Inc. (52 percent owned) and
AeroVironment, Inc. (63 percent owned). All signifi-
cant intercompany transactions have been elimi-
nated. The assets and results of operations of Statex
Petroleum, Inc. and AeroVironment, Inc. are not sig-
nificant in relation to the consolidated financial
statements and, accordingly, the Company accounts
for these investments using the equity method of
accounting. The Company’s investment in Aero-
Vironment, Inc. is included in Investments—Other
on the consolidated balance sheet. See Note 4 with
respect to Statex Petroleum, Inc.

Inventories are carried at the lower of average cost
or market. Average cost is a moving average deter-
mined monthly.

Property is carried at cost, and depreciation is de-
termined using principally the straight-line method.
Significant expenditures which extend the useful
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lives of existing assets are capitalized. All other
maintenance and repair costs are charged to current
operations.

Deferred income taxes are provided with respect
to timing differences between financial and taxable
income. Deferred income taxes are provided at capi-
tal gains rates on the undistributed net income of
Conrock Co. and unconsolidated subsidiaries. In-
vestment tax credits are deferred and amortized over
periods which coincide with the lives of the related
property.

The financial statements for the year ended April
30, 1978 have been restated to separately reflect re-
sults of operations of a discontinued operation as de-
scribed in Note 2. In addition, certain minor reclas-
sifications have been made in the financial state-
ments as previously reported for the year ended April
30, 1978 in order to conform to corresponding clas-
sifications for the year ended April 30, 1979.

See Note 3 with respect to the method of account-
ing for the Company’s investment in Conrock Co.
See Note 7 with respect to the Company’s policy for
accounting for the cost of retirement plans.



CALIFORNIA PORTLAND CEMENT COMPANY AND CONSOLIDATED SUBSIDIARIES

2. DISCONTINUED OPERATION:

The Company’s California Cement Shake Co.,
Inc. subsidiary (91 percent owned) has decided to dis-
continue its efforts to produce cement-based roofing
shakes due primarily to continued production prob-
lems and, accordingly, operations will be shut down
-and the entity will be dissolved during the fiscal year
ending April 30, 1980. Accordingly, provisions
amounting to $3,288,000 were made in April 1979 for
writedown of assets to estimated realizable values
and for anticipated plant shutdown costs. Assets and
liabilities remaining at April 30, 1979 after applying
these provisions are not significant.

As aresult of the decision to discontinue the roof-
ing shake business, the Company has restated results
of operations previously reported for the year ended
April 30, 1978 to reflect this business as a discon-
tinued operation. The restatement does not affect net
income as previously reported. Revenues from the
discontinued operation amounted to $2,924,000 for
the year ended April 30, 1979 and $2,090,000 for the
year ended April 30, 1978. The loss from discon-
tinued operation on the statement of consolidated in-
come for the years ended April 30, 1979 and 1978 is
comprised of the following (in thousands):

1979 1978

Loss from operations (net of

income tax benefits of

$846in 1979 and $747in 1978).... § 943 $ 756
Provisions for writedown of

assets and shutdown costs (net

of deferred income tax

benefitof $1,512) ................ 1,776 —
Loss from discontinued operation ... $2,719 $ 756

3. INVESTMENT IN CONROCK CO.:

The consolidated financial statements include an
investment of 34 percent in the outstanding capital
stock of Conrock Co. The primary business of Con-
rock Co. is the production and sale of ready-mixed
concrete and concrete aggregates in the Southern Cal-
ifornia area. The investment is carried on the con-
solidated balance sheet at April 30, 1979 and 1978 at
amounts equal to the Company’s equity in the net
assets of Conrock Co. at December 31, 1978 and 1977,
respectively. The Company’s equity in the undistrib-
uted net income of Conrock Co. for the years ended
April 30, 1979 and 1978, which is included on the
statement of consolidated income, is based on Con-
rock Co.s net income for its fiscal years ended De-
cember 31, 1978 and 1977, respectively. Cash divi-
dends received of $635,000 in 1979 and $502,000 in
1978 have been included in other income. The aggre-
gate quoted market value of the investment was
$18,228,000 at April 30, 1979 and $11,372,000 at
April 30, 1978.

Conrock Co/’s financial statements are sum-
marized as follows (in thousands):

BALANCE SHEET
December 31
Assets 1978 1977
Currentassets ................. $ 21,696 $20,038
Property, plant, and
equipment .................. 44,471 39,368
Other......................... 11,992* 11,446*
Total ... $ 78,159  $70,852
Liabilities and
Shareholders’ Equity
Current liabilities .............. $ 10,241 $ 9,007
Other liabilities ............... 14,970* 13,893*
Total shareholders’ equity ...... 52,948 47,952
Total ................. $ 78,159 $70,852
INCOME STATEMENT
Year Ended
December 31
1978 1977
Revenues ..................... $111,684 $97,729
Costs and expenses ............ 105,155 93,507
Netincome ................... $ 6,529 $ 4,222

*Includes deferred condemnation gains amounting to
$10,205,000 and related proceeds. Condemnation gains
are applied toward the replacement of condemned prop-
erties and, therefore, no income will be recognized if pro-
ceeds are reinvested by December 31, 1980.

4. INVESTMENT IN STATEX PETROLEUM, INC.:

The consolidated financial statements include an
investment of 52 percent in the outstanding common
stock of Statex Petroleum, Inc. (“Statex”). The pri-
mary business of Statex is exploration for oil and gas
and development of oil and gas properties in the
United States. The investment in Statex is carried on
the consolidated balance sheet at cost plus equity in
undistributed net income since the date of acquisi-
tion and is $1,168,000 in excess of the Company’s
equity in the underlying net assets. In the opinion of
the Company, no decrease in value of this excess cost
is expected to occur, and, accordingly, it is not being
amortized. The aggregate quoted market value of the
Company’s investment (based on “bid” quotations)
was $5,228,000 at April 30, 1979 and $4,305,000 at
April 30, 1978.

5. UNSECURED NOTES PAYABLE:

Unsecured notes payable at April 30, 1979 and
1978 bear interest at rates ranging from 5% percent to
8 percent and are due in various installments through
1994. Maturities during the next five fiscal years are
as follows: 1980, $175,000 (included in other current
liabilities); 1981, $163,000; 1982, $163,000; 1983,
$163,000; and 1984, $163,000.
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NOTES TO FINANCIAL STATEMENTS (Continued)

6. INCOME TAXES:

The provision for income taxes for the years ended
April 30, 1979 and 1978 consists of the following (in
thousands):

1979 1978
Federal:
Current liability (net of
investment tax credit) ....... $20,759 $13,291
Deferred investment tax credit:
Reduction in current
taxespayable ............. 614 684
Less amortization........... 498 417
Netincrease ............. 116 267
Total .................. 20,875 13,558
Deferred liability (benefit) ... .. (822) 382
Total Federal ........... 20,053 13,940
SEALE © ot 3,956 2,164
Total provision ......... $24,009 $16,104

Deferred Federal income taxes (tax benefits) are
attributable to the following (in thousands):

1979 1978

Provisions for writedown of

certain assets and plant

shutdowncosts ............. $(1,024) $ 331
Charitable contribution

ofland ..................... — 506
Other........c.iiiiiieiin.. 202 (455)

Total ...ooviiiiiii $ (822) $ 382

The provision for income taxes for the years ended
April 30, 1979 and 1978 reconciles to Federal income
taxes calculated at the statutory rate as follows (in
thousands):

1979 1978
Taxes calculated on income from
continuing operations before
income taxes and equity in
Conrock Co. ................. $26,082 $18,261
Add (Deduct) Federal income
tax effect of:
Percentage depletion ........ {2,899} (2,558)
Amortization of deferred
investment tax credit ..... (498) (417)
Dividends received
exclusion ................ (377) (306)
State income taxes .......... {1,871} {1,039}
Other(net}) ................. (384) (1)
Total .................. 20,053 13,940
State incometaxes .............. 3,956 2,164
Total provision ......... $24,009 $16,104

7. RETIREMENT PLANS:
The Company and its subsidiaries contribute to
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various retirement plans covering substantially all of
their employees. Retirement plan expense, including
a provision for prior service costs, was $2,163,000 for
the year ended April 30, 1979 and $1,894,000 for the
year ended April 30, 1978. In accordance with its pol-
icy, the Company currently funds its accrued retire-
ment plan expense. Unfunded prior service costs,
which are amortized over periods of 25 to 40 years,
were approximately $11,400,000 at April 30, 1979.
The actuarially computed value of vested benefits
exceeds the total of the various retirement funds and
balance sheet accruals by approximately $2,100,000.
The Company’s retirement plans are in compliance
with current regulations issued pursuant to the Em-
ployee Retirement Income Security Act of 1974
(ERISA).

8. LITIGATION AND INVESTIGATION:

On September 23, 1976, the Attorney General of
the State of Arizona filed a civil antitrust complaint
in the Superior Court of Maricopa County, Arizona,
which named as defendants the Company, 4 other
cement manufacturers, 13 ready-mixed concrete
companies, and 2 industry trade associations. The
complaint alleges a conspiracy among the named
cement manufacturers and a trade association to fix,
maintain, and stabilize prices for cement in violation
of the Arizona State Antitrust Act during a period be-
ginningin 1958 and continuing to the present. A con-
spiracy is also alleged among the defendant ready-
mix companies, the Company, and certain named
individuals to fix prices for ready-mixed concrete and
related products. An injunction and civil penalties
are sought in the amount of $50,000 for each alleged
violation of the Arizona statute.

A second antitrust complaint was filed by the
State of Arizona against all of the same corporate de-
fendants, including the Company, under the Clayton
Act in the United States District Court for the Dis-
trict of Arizona, seeking an injunction and an un-
specified amount of treble damages on behalf of a
class purportedly consisting of governmental and
other buyers of cement and concrete products within
the State of Arizona. This complaint is similar to the
state court action, except that the defendants’ con-
duct also is alleged to violate provisions of the Sher-
man Act. Complaints based on the same or similar
allegations have since been filed in the Federal courts
against almost all United States cement manufactur-
ers, including the Company. There are now
assertedly at least 25 private plaintiffs, the City of
Austin, Texas, and the Attorneys General of Califor-
nia, Colorado, Kansas, Oregon, Nebraska, Utah, New
Mexico and Montana. These actions seek unspecified
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amounts of treble damages on behalf of classes pur-
portedly consisting of governmental and other buyers
of cement and, in some cases, cement-containing
products, throughout the United States. These cases
have been consolidated before a Federal judge in
Arizona for coordinated pretrial proceedings. Four of
the private plaintiffs have dismissed their complaints
without prejudice.

The Company has denied any violation of law and
is vigorously contesting all of the actions, which are
in preliminary stages. Based on the complexity of the
actions and the number of parties involved, the Com-
pany expects the duration of the actions to cover a
period of years unless the actions against the Com-
pany are dismissed or otherwise favorably termi-
nated. The Company’s outside legal counsel have
stated that they are not aware of any evidence of overt
or conspiratorial acts by the Company which they be-
lieve would result in liability. However, plaintiffs’
counsel have recently postulated a novel theory of
liability which calls into question the entire struc-
ture by which cement has been priced and sold by vir-
tually all cement manufacturers in the United States
over the past several decades. The Company’s outside
legal counsel are not aware of any case or statutory
authority which directly supports plaintiffs’ theory. If
this theory is accepted by the courts, the fact that the
Company has priced and sold cement in the manner
it has might itself result in liability. Therefore, it is
not possible at present for the Company or its outside
legal counsel to predict the outcome or the range of
potential loss, if any, which might result from these
lawsuits.

The Company and a subsidiary of the Company in
the business of selling ready-mixed concrete in the
Phoenix, Arizona area have recently been served
with subpoenas requesting production of certain rec-
ords in connection with a Federal Grand Jury investi-
gation of the ready-mixed concrete market in
Arizona. The Company and the subsidiary re-
sponded. The status of the investigation isnot known
because Grand Jury proceedings are secret; accord-
ingly, the Company cannot predict the outcome of
the investigation, but the Company does not know of
any facts that will result in action against it or the
subsidiary.

9. BUSINESS SEGMENT INFORMATION:

The Company’s principal business segment is the
manufacture and sale of portland and other types of
cement. The Company also, through various sub-
sidiaries and a division, manufactures and sells a va-
riety of concrete and stone products, including pre-

stressed and precast concrete products, ready-mixed
concrete, aggregates, and limestone products. The
cement segment in the information below includes
amounts related to the Company’s coal mining ac-
tivities. Intersegment billings are made at prices and
terms which are similar to those extended to unaf-
tiliated customers. General corporate assets consist
of cash, United States Government securities, in-
vestments, and other assets not directly identifiable
with a business segment.

Business segment information for the years ended
April 30, 1979 and 1978 is surnmarized as follows (in-
come statement amounts previously reported for
1978 have been restated to separately reflect results
of operations of a discontinued operation as described
in Note 2} (in thousands}:

1979 1978
Billings to Customers (net):
Cement..................... $158,923 $126,530
Concrete & Stone Products ... 38,451 22,208
Intersegment billings of
cement(net)............... (6,023) {4,113)
Total ................. $191,351 $144,625
Profit from continuing
operations:
Cement..................... $ 56,657 $ 44,266
Concrete & Stone Products ... 3,646 181
Total ................. 60,303 44,447
Add (Deduct):
General corporate expenses . . . (8,904} (8,378)
Interestexpense ............. (136} (502)
Otherincome ............... 7,464 4,217
Other expenses .............. (3,585) (1,741)
Incometaxes ................ {24,009) (16,104)

Income from continuing
operations before equity

in Conrock Co. .......... $ 31,133 $ 21,939
Identifiable Assets (as of
April 30, 1979 and 1978):
Cement.............covvunn. $127,571 $113,490
Concrete & Stone Products ... 23,399 17,383
General corporate .. .......... 51,822 40,031
Total .....ccvvennn... $202,792  $170,904
Depreciation:
Cement............ooouun.. $ 6,808 $ 6,512
Concrete & Stone Products ... 1,555 1,460
General corporate . ........... 283 302
Total ................. $ 8646 $ 8274
Capital Expenditures:
Cement* .................... $ 13,038 $ 8,446
Concrete & Stone Products . .. 4,200 1,215
General corporate . ........... 566 402
Total ................. $ 17,804  $ 10,063

*Includes amounts related to coal mining activities of
$1,317,000 in 1979 and $3,424,000 in 1978.
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NOTES TO FINANCIAL STATEMENTS (Continued)

Approximately 13 percent of consolidated reve-
nues for the years ended April 30, 1979 and 1978 re-
sult from cement sales to an affiliate at prices and
terms which are similar to those extended to other
customers. Other income in 1979 includes a gain of
$1,914,000 from a sale of land to an affiliate.

10. COMMITMENTS:

The Company has outstanding commitments at
April 30, 1979 aggregating approximately $21 million
in connection with the expansion and modernization
of its Mojave, California cement plant. Commit-
ments under lease agreements are insignificant.

11. SUBSEQUENT EVENT:

On June 5, 1979 the Company entered into agree-
ments with three government agencies providing for
the issuance of $10,800,000 of 30-year, 7 percent tax-
exempt pollution control arid industrial development
revenue bonds. The bond proceeds will be used to
finance pollution control facilities to be installed
in connection with the Mojave Plant expansion and
modermization project (see Note 10) and certain other
capital projects of the Company. The agreements re-
quire annual sinking fund payments in years 2000
through 2008 ranging from $200,000 to $1,700,000
and a final payment of $6,500,000 in 2009.

12. CURRENT REPLACEMENT COST
INFORMATION (UNAUDITED):

The Company, in compliance with regulations is-
sued by the Securities and Exchange Commission,
has estimated current replacement cost of its prop-
erty assets and inventories assuming that a complete
replacement of those assets had been made as of April
30, 1979 and at April 30, 1978. In addition, related

13. QUARTERLY FINANCIAL DATA (UNAUDITED):

depreciation expense, accumulated depreciation, and
cost of products sold has been calculated for the years
ended April 30, 1979 and 1978 using the estimated
current replacement cost of property assets and in-
ventories. This information is contained in the Com-
pany’s Annual Report on Form 10-K to be filed with
the Securities and Exchange Commission for the year
ended April 30, 1979.

The consolidated financial statements include
property assets carried at original acquisition cost
and inventories carried at average cost, and related
cost of products sold, including depreciation expense,
is determined using these amounts. The estimated
current replacement cost of property assets would be
substantially in excess of the original acquisition cost
due primarily to the impact of inflation over the ex-
tended number of years since acquisition of a sub-
stantial portion of such assets. The estimated current
replacement cost of inventories would exceed bal-
ance sheet amounts and cost of products sold would
increase significantly due primarily to using depre-
ciation expense based upon the estimated current re-
placement cost of property assets. While improved ef-
ficiency and reduced operating costs could result
from using the most current technology available in
equipment used to produce and manufacture the
Company’s products, these benefits would be more
than offset by substantially increased interest
charges on obligations which would be required to fi-
nance capital expenditures using estimated current
replacement cost. The Company’s ability to obtain a
reasonable return on such substantial expenditures
would be limited by competitive conditions which
exist in the marketing areas in which the Company’s
products are sold.

Summarized quarterly financial data for the years ended April 30, 1979 and 1978 is as follows (in thousands

except per share data):

Continuing Operations:
Total TEVEMUES . .ottt et et ie e eens
GroSSProfit. . .....ovueeenennnii i
Income before incometaxes ............cooueiinn...
Income aftertaxes .. ..ovvviin i
Pershare .........o
Discontinued Operation:
Total TEVENUES . oo vttt e i e et e
GIOSS L0SS « ot v et e
Lossbeforetaxeffect .......... ... ... ... ...
Lossaftertaxeffect . ....... ... ... . .. ... i iioo...
Pershare .. ... o s

Nt INCOIMIE .« o ottt et ettt e et e e e
Pershare . ... e
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1979

Quarter Ended Full

July 31, Oct. 31, Jan. 31, Apr. 30, Fiscal

1978 1978 1979 1979 Year
$47,542 $54,299 $47,351 $49,623 $198,815
19,467 20,735 17,296 15,989 73,487
15,354 16,700 13,385 11,083 56,522
8,519 9,173 8,139 6,221 32,052
2.02 2.17 1.92 1.48 7.59
748 757 491 928 2,924
(298) (276) (352) (481) (1,407}
(397) (366) (456) (3,858) (5,077]
(201) (210) (232) (2,076) (2,719
{.05) {.05]) {.05) (.49) (.64)
8,318 8,963 7,907 4,145 29,333
1.97 2.12 1.87 .99 6.95



CALIFORNIA PORTLAND CEMENT COMPANY AND CONSOLIDATED SUBSIDIARIES

1978
Quarter Ended Full
July 31, Oct. 31, Jan. 31, Apr. 30, Fiscal
1977 1977 1978 1978 Year
Continuing Operations:
Totalrevenues .................... i, $37,469 $41,056 $32,465 $37,852 $148,842
Grossprofit. ... 13,851 15,794 11,552 12,436 53,633
Income before incometaxes ........................ 9,622 12,766 7,914 9,021 39,323
Incomeaftertaxes ............. ... ... .. ... ...... 5,467 7,283 4,681 5,344 22,775
Pershare ........... oot 1.29 1.73 1.11 1.26 5.39
Discontinued Operation:
Totalrevenues .......... ...t 466 746 516 362 2,090
Grossloss ... e {132} (176) (381) (516) (1,205)
Loss before taxeffect ................ ... ... ... ... (208) (233} (451) (611} (1,503)
Lossaftertaxeffect ........ ... .. ... ... ... ..., {103} (118) (231) (304) (756)
Pershare ... i {.02) {.03) (.06) (.07) (.18)
NetinComE . ..ottt e e e e aeee s 5,364 7,165 4,450 5,040 22,019
Pershare ... 1.27 1.70 1.05 1.19 521

Amounts as previously reported for all of the quar-
ters above have been restated to separately reflect re-
sults of operations of a discontinued operation as de-
scribed in Note 2.

Income before income taxes from continuing op-
erations for the fourth quarter ended April 30, 1979
was reduced by $2,238,000($1,214,000 net of income
tax effect, or $0.29 per share) as a result of provisions
made by a subsidiary for writedown of assets to esti-
mated realizable values and for anticipated plant
shutdown costs in connection with a decision to
close one plant due to continued unprofitable opera-
tions. These provisions are included in other ex-
penses on the statement of consolidated income.

Loss after tax effect from the discontinued opera-
tion for the fourth quarter ended April 30, 1979 was
increased by $1,776,000 ($0.42 per share} as a result of

provisions for writedown of assets to estimated
realizable values and for anticipated plant shutdown
costs which were made as a result of a decision to
discontinue the cement-based roofing shake busi-
ness.

Income after taxes from continuing operations for
the third quarter ended January 31, 1978 was reduced
by $518,000 ($0.12 per share) as a result of a change in
accounting by Statex Petroleum, Inc. (52 percent
owned by the Company). In December 1977 the Fi-
nancial Accounting Standards Board issued an ac-
counting statement affecting oil and gas producing
companies, the retroactive effect of which was recog-
nized by Statex in its financial statements for its fis-
cal years ended prior to and including October 31,
1977. The Company recorded the effect of the change
in the current period since the effect on prior periods -
reported by the Company is not significant.
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OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Deloitte
Haskins Sells LOS ANGELES 80017

To the Shareholders and
the Board of Directors of
California Portland Cement Company:

We have examined the consolidated balance sheets of California Portland Cement Company and consoli-
dated subsidiaries as of April 30, 1979 and 1978, and the related statements of consolidated income, retained
earnings, and changes in financial position for the years then ended. Our examinations were made in accordance
with generally accepted auditing standards and, accordingly, included such tests of the accounting records and
such other auditing procedures as we considered necessary in the circumstances.

As discussed in note 8 to financial statements, the Company has been named as a defendant, as are almost
all United States cement manufacturers, in actions alleging a conspiracy to fix, maintain and stabilize prices for
cement and ready-mixed concrete. The Company has also supplied information to a Federal Grand Jury in
connection with an investigation of the ready-mixed concrete industry in Arizona. It is not possible at present
for the Company or its outside legal counsel to predict the outcome or the range of potential loss, if any, which
might result from these actions; and no provision for any liability that may result has been made in the financial
statements. In our report dated June 16, 1978, our opinion on the 1978 financial statements was unqualified;
however, in view of the matters referred to above, our present opinion on the 1978 financial statements, as
presented herein, is different from that expressed in our previous report.

In our opinion, subject to the effects on the financial statements of such adjustments, if any, as might have
been required had the outcome of the matters referred to in the preceding paragraph been known, the above-
mentioned financial statements present fairly the financial position of the Company and its consolidated sub-
sidiaries at April 30, 1979 and 1978 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 applied on a consistent
basis.

TDeledt Hadoo & Setto

June 15, 1979
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TEN-YEAR SUMMARY CALIFORNIA PORTLAND CEMENT COMPANY AND CONSOLIDATED SUBSIDIARIES

(Thousands—except per share data)

Year Ended April 30! 1979 1978 1977 1976 1975 1974 1973 1972 1971 1970
Total Revenues ............. $198,815 $148,842 $112,203 § 94,532 $ 83,390 $ 83,039 §$ 74,755 § 75,086 $ 64,777 $ 66,732

Income from Continuing
Operations before Equity

in Conrock Co............. 31,133 21,939 11,829 6,631 3,951 7,546 6,580 8,259 9,091 9,449
Equity in Undistributed Net

Income of Conrock Co. .... 919 836 509 452, 502 507 467 639 434 425
Income from Continuing

Operations ............... 32,052 22,775 12,338 7,083 4,453 8,053 7,047 8,898 9,525 -9,874
Loss from Discontinued

Operation ................ (2,719) (756 (665) (407) (187] (56) — — — -
NetIncome................. 29,333 22,019 11,673 6,676 4,266 7,997 7,047 8,898 9,525 9,874
Cash Dividends ............. 7,599 63352 4,224 4,224 4,224 4,204 4,224 4,224 4,204 3,804
Depreciation and Depletion . . 8,646 8,274 7,686 6,919 6,366 5,702 5,468 4,776 4,589 4,364
Funds Provided by

Operations ............... 40,723 30,552 20,885 14,241 10,324 13,173 13,530 12,468 13,370 13,813.
Working Capital ............ 41,069 24,908 19,671 24,046 25,023 21,769 22,583 19,242 23,254 24,063

CurrentRatio ............. 2.1:1 1.9:1 1.8:1 2.4:1 2.7:1 2.5:1 3.2:1 3.0:11 4.9:1 5.0:1
Capital Expenditures ........ 17,804 10,063 8,033 7,962 19,744 13,046 12,708 21,291 10,371 8,711
Total Assets ................ 202,792 170,904 161,050 154,532 153,730 137,473 128,389 120,124 104,891 99,481
Long-Term Debt............. 1,970 2,145 10,177 19,836 25,118 10,568 9,354 6,708 — 475
Shareholders’ Equity

(Book Value) ........... ... 150,718 129,298 114,714 107,265 104,813 104,771 100,998 98,175 93,501 88,252
Average Number of Shares

Outstanding? ............. 4,222 4,224 4,224 4,224 4,224 4,224 4,224 4,224 4,224 4,226
Per Shares:

Income from Continuing
Operations before Equity
in Conrock Co........... $ 7.37 $ 519 $ 2.80 $ 1.57 $ .93 $ 178 $ 1.56 $ 1.96 $ 215 $ 224

Equity in Undistributed
Net Income of

Conrock Co. ............ .22 .20 12 11 12 12 11 .15 .10 .10
Income from Continuing

Operations ............. 7.59 5.39 2.92 1.68 1.05 1.90 1.67 2.11 2.25 2.34
Loss from Discontinued

Operation .............. (.64) (.18) (.16) (.10) (.04) (.01) — — — —
NetIncome............... 6.95 5.21 2.76 1.58 1.01 1.89 1.67 2.11 2.25 2.34
Cash Dividends ........... 1.802 1.502 1.00 1.00 1.00 1.00 1.00 1.00 1.00 .90
Shareholders’ Equity

{Book Value) .......... .. 35.77 30.61 27.16 25.40 24.81 24.80 23.91 23.24 22.14 20.88
Market Price:

Range during the year . . .. 26-51 16-29 13-18 9-15 9-13 12-18 18-31 31-41 26-39 21-30

April30Close .......... 46 28 16 14 11 13 18 33 39 28

! Certain amounts for years ended April 30, 1974 through 1978 have been restated to reflect the cement-based roofing shake business as a discon-
tinued operation and for certain minor reclassifications.

2 Includes extra cash dividend of $1,267,000, $.30 per share.

3 The average number of shares outstanding and the related per share data have been restated to reflect a two-for-one stock splitin 1971.
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COMMON STOCK DATA (Per Share)

The following table shows the high and low prices per share for the Company’s common stock as reported in
the Wall Street Journal for transactions on the American Stock Exchange and Pacific Stock Exchange and cash
dividends per share for the indicated periods:

Fiscal Year 1979 High Low Dividend Fiscal Year 1978 High Low Dividend
1st Quarter $31V $26 $0.35 1st Quarter $20% $16 $0.30
2nd Quarter 41% 28 0.35 2nd Quarter 26 19% 0.30
3rd Quarter 33% 27% 0.70* 3rd Quarter 29% 23% 0.60*
4th Quarter 51V 30% 0.40 4th Quarter 29% 233% 0.30

*Includes extra cash dividend paid of $0.30 per share.
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- California Portland Cement Company

CEMENT DIVISION
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Southern California
800 Wilshire Boulevard
Los Angeles, California

Northern California
876 Harbor Boulevard
Redwood City, California

Arizona
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CONCRETE AND STONE
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Pacific Prestressed Products, Inc. Los Angeles, California

Irwindale, California
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ITEM 1.

BUSINESS

California Portland Cement Company ("Registrant") has
been engaged in the business of producing, manufacturing,
and selling cement and limestone products since 1891 and,
through wholly owned subsidiaries, in the manufacture and
sale of sand and rock and ready-mixed concrete and prestressed
and precast concrete products since 1960. Registrant is a
California corporation. The production, manufacture, and
sale of portland and other types of cement is Registrant's
principal business. Registrant presently operates three
cement plants, one located at Colton, California (about 50
miles east of Los Angeles, "the Colton Plant"), another 9
miles west of Mojave, California (about 100 miles north of
Los Angeles, "the Mojave Plant"), and one at Rillito, Arizona
(about 17 miles west of Tucson, '"the Rillito Plant"). Regis-
trant manufactures portland and other types of cement at each
of the plants. At Colton, Registrant also produces hydrated
lime and lime products for the plastering trade, ground
limestone, which is used as a fluxing agent in the manufacture
of glass (generally called glass sand), and poultry grits.

Cement produced at the Colton Plant has been sold for many
years under the brand name '"Colton"; that manufactured at the
Mojave Plant is sold under the brand name "Mojave'; and cement
manufactured at the Rillito Plant is sold under the name
"Arizona'". The Rillito Plant is operated as a division of
Registrant and is known in the trade as Arizona Portland Cement

Company. The lime sold by Registrant is sold under the name
"Colton Lime".

Registrant sells its cement to buyers located in California
Arizona, and Southern Nevada. Registrant sells its limestone
products in California. Registrant's subsidiaries sell pre-
stressed and precast concrete products in California.
Registrant's subsidiary sells sand and ready-mixed concrete
in Arizona. Most of Registrant's sales of cement occur at
Registrant's plants; some sales occur at terminals to which

the cement is transported by rail, as has been the practice
for several years.

L

During the past five fiscal years, neither Registrant nor
any of its significant subsidiaries has been the subject of
any bankruptcy, receivership, or similar proceedings or any
other material reclassification, merger, or consolidation,
nor has any material amount of assets been acquired or
disposed of otherwise than in the ordinary course of business.

There has been no material change in the type of basic
cement products produced and sold by Registrant or in the
mode of conducting the business of Registrant during the past
five fiscal years. The bulk of Registrant's cement is sold
generally to buyers located within a 200-mile radius of its
cement plants; however, cement is shipped by Registrant by



rail from the Mojave Plant to Registrant's two terminals in
Northern California, one near San Francisco, 367 miles distant,
and one near Stockton, 340 miles distant.
Registrant's principal business segment is the production,
manufacture, and sale of portland and other types of cement.
Registrant also, through various subsidiaries and a division,
manufactures and sells a variety of concrete and stone products,
including prestressed and precast concrete products, ready-mixed
concrete, aggregates, limestone products, and until recently
cement roof shakes. Subsequent to April 30, 1979, the share-
holders of California Cement Shake Co., Inc. determined to wind
dewn and dissolve the cement shake manufacturing operation.
The cement segment in the information below includes amounts
related to Registrant's coal mining activities because the
majority of the coal which is mined is used in Registrant's
three cement plants. Intersegment billings are made at prices
and terms which are similar to those extemnded to unaffiliated
customers. General corporate assets consist of cash, United
States Government securities, investments, and other assets
not directly identifiable with a business segment. Business
segment information for the years ended April 30, 1979, 1978

and 1977 is summarized as follows (in thousands):

1979 1978 1977
Billings to Customers (net):
Cement $158,923 $126,530 $ 92,638
Concrete & Stone Products 38,451 22,208 19,092
Intersegment billings of
cement (net) (6,023) (4,113) (3,021)
Total $191, 351 $144,625 $108,709
Profit from continuing
Operations:
Cement $ 56,657 $ 44,266 $ 26,235
Concrete & Stone Products - 3,646 181 (204)
Total 60, 303 44,447 26,031
Add (Deduct):
General corporate expenses (8,904) (8,378) (5,866)
Interest expense (136) (502) (1,405)
Other income 7,464 4,217 3,494
Other expenses (3,585) (1,741) (2,702)

Income taxes
Income before equity in
undistributed net
income of Conrock Co.

Identifiable Assets (as of
April 30, 1979, 1978 and 1977)

(24,009)

~$ 31,133

(16,104)

$ 21,939

(7,723)

$ 11,829

Cement | $127,571 $113,490 $104,225
Concrete & Stone Products 23,399 17,383 18,193
General corporate 51,822 40,031 38,632

Total $202,792 $170,904 $161,050



Registrant's two principal lines of business are con-
ducted through two divisions, the Cement Division and the
Concrete and Stone Products Division.

Information as to total sales and revenues and income
(or loss) before income taxes and extraordinary items
attributable to each line of business is included under Item
2 following. The principal difference between the business
segment information presented above and the line of business
information included under Item 2 following is the inclusion
of coal mining activities in the cement segment as explained
above. Revenues and income before income taxes from coal
mining activities, which are not significant, are included
in Other Activities in the line of business information.
Registrant has no other lines of business which, during either
of the last two fiscal years, accounted for 10 percent or more
of income before income taxes and extraordinary items computed
without deduction of loss resulting from operations, or had a
loss that equaled or exceeded 10 percent of the amount of in-
come before income taxes and extraordinary items computed without
deduction of loss resulting from operations.

The Cement Division consists of the three cement producing
plants, two in Southern California and one at Rillito, Arizona.
The principal methods of competition in this division relate
Lo service and product performance, and it is the opinion of
Registrant that its cement is regarded in the market as meeting
competitive standards. In California, it is believed that
cement produced from six plants competes with Registrant's
Southern California sales and that production from seven plants
competes with Registrant's sales in Northern California. In
Arizona, the bulk of the cement sold is produced by two cement
plants, one of which is owned by Registrant. It is believed
that in Southern Nevada the bulk of the cement sold is produced
by six cement plants, two of which are owned by Registrant.

Registrant's sales of cement are predominantly dependent
upcn construction projects undertaken by others; accordingly,
while Registrant generally has in storage a sufficient supply
of finished cement to meet an estimated 30 days' demand,
Registrant does not have a material backlog of unfilled orders
for cement in the ordinary course of business. Approximately 13
percent of consolidated revenues for the year ended April 30,
1979 result from cement sales to Conrock Co., 34 percent owned
by Registrant, at prices and terms which are similar to those
extended to other customers. Registrant does not believe the
loss of this customer would have a material adverse effect on
the cement segment. Sources and availability of raw materials
used by Registrant's Cement Division are discussed under Item 3
following.



The Concrete and Stone Products Division operates through
the following subsidiaries and division of Registrant: Arizona
Sand and Rock Company and Pacific Prestressed Products, Inc.,
wholly owned subsidiaries; Colton Lime and Stone Company, a
division; and California Cement Shake Co., Inc., a 91 percent
owned subsidiary. Subsequent to April 30, 1979, the share-
holders of California Cement Shake Co., Inc. determined to
wind down and dissolve the latter subsidiary. The principal
methods of competition relate to price, service, warranty, and
product performance, and Registrant believes that its products
are regarded in the market as meeting competitive standards.
Registrant believes that in Arizona there are approximately 15
competitors who produce ready-mixed concrete and related products
and approximately five competitors who produce only related
products that are produced and sold by Arizona Sand and Rock
Company in Arizona. Registrant believes that in California
there are approximately six competitors who produce prestressed
and precast concrete products that are similar to those produced
and sold by Pacific Prestressed Products, Inc. Colton Lime and
Stone Ccmpany has approximately five competitors in California
where it markets its products.

Pacific Prestressed Products, Inc. ("Pacific'") manufactures
and sells prestressed and precast concrete products through its
Spancrete of California subsidiary, which operates one plant in
Irwindale, near Los Angeles, California. Subsequent to April 30,
1979, Registrant commenced the closing of its plant in Fremont,
near 3an Francisco, California. During fiscal year 1978, Pacific
closed its plant in Phoenix, Arizona, which was operated by its
Arizona Prestressed Concrete Company subsidiary. Pacific is a
nonexclusive sales agent for Spancrete, a hollow-cored prestressed
concrete product of varying thicknesses and length. Pacific's
revenues constituted 39 percent of total revenues of the Concrete
and Stone Products Division during fiscal year 1979. Sales of
products manufactured and sold by Pacific are dependent upon firm
orders placed by buyers. As of April 30, 1979, the end of Regi-
strant's fiscal year, the approximate dollar amount of backlog
of unfilled orders believed to be firm was $6,200,000. The
comparable figure as of April 30, 1978 was approximately $6,000,000.

Arizona Sand and Rock Company ("AS&R") is an Arizona corpora-
tion with its principal office in Phoenix, Arizona. In the Phoenix
area, AS&R produces and sells sand and rock and ready-mixed concrete
from three plants. AS&R's revenues constituted 52 percent of total
revenues of the Concrete and Stone Products Division during fiscal
year 1979. AS&R's sales of ready-mixed concrete and dry materials
are predominantly dependent upon construction projects undertaken
by others; accordingly, AS&R does not have a substantial backlog
of unfilled orders believed to be firm in the ordinary course of
business.
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Colton Lime and Stone Company sells limestone products
and hydrated lime and lime products. Its revenues constituted
9 percent of total revenues of the Concrete and Stone Products
Division during fiscal year 1979. Colton Lime and Stone's
dollar amount of backlog of unfilled orders was de minimus as
of April 30, 1979 and as of April 30, 1978. This division is
about to commence operations at a second limestone products
plant in Northern California.

California Cement Shake Co., Inc. did not have any sig-
nificant backlog of unfilled orders as of April 30, 1979 or
as of April 30, 1978.

Kegistrant's sources of raw materials are set forth in
Item 3. Registrant's subsidiaries purchase raw materials
used in their operations from Registrant and from others.
Sources and availability of raw materials essential to their
businesses have not presented any problem of storage.

Compliance with Federal, state, and local provisions
which have been enacted or adopted regulating the discharge
of materials into the environment or otherwise relating to
the protection of the environment will not have a material
effect upon the capital expenditures, earnings, or competitive
position of Registrant and its subsidiaries.

Registrant and its consolidated subsidiaries employed
approximately 1800 full-time employees, including management
personnel, as of April 30, 1979.



ITEM 2.

CALIFORNIA PORTLAND CEMENT COMPANY AND CONSOLIDATED SUBSIDIARIES

SUMMARY OF OPERATIONS FOR THE FIVE YEARS ENDED APRIL 30, 1979

(Thousands - except per share data)

...........

o« v e

YEAR ENDED APRIL 30%

1979 1978 1977 1976 1975
DOLLAR AMOUNTS:
Continuing Operations:
Revenues:
Cement Divisiom. . vt ittt i ittt ettt et e e et e e e e e $152,378 $122,816 $ 92,012 $70,565 $58,771
Concrete and Stone Products Division..........civiiiviinieeeennnns 38,764 22,786 19,391 21,623 22,670
Other ACEIVIEIES . v vttt ittt et et e ettt ettt i e et e i aaees 7,673 3,240 800 2,344 1,949
e % o - 1 O $198,815 S148,842 S112,203 S94,532 $83,390
Costs and Expenses: :
Cost of products SOLd. ...t ittt ettt i e §125,328 $ 95,209 $ 78,233 §71,456 $66,157
Selling, general, administrative, and other........................ 18,209 15,088 13,013 11,252 10,624
I8 5 o0 = ot =< o 136 502 1,405 2,015 2,081
o o 5 R S143,673 $110,799 S 92,651 $84,723 $78,862
Income (Loss) from Continuing Operations Before
Income Taxes and Equity in Conrock Co.:
Cement Division. . ...ttt ittt i ettt i $ 50,897 36,671 $ 20,675 $11,217 $ 6,149
Concrete and Stone Products Divisiomn. ... viv ittt s 719 92 (1,834) (1,363) (1,173)
Other Activities. ... i ittt ittt it te e ti ettt eineenens 3,526 1,280 711 (45) (448)
1o % oF - S 55,142 38,043 19,552 9,809 4,528
B o T e) 11 =S = < = < 24,009 16,104 7,723 3,178 577
Income from Continuing Operations Before Equity in Conrock Co........ 31,133 21,939 11,829 6,631 3,951
Equity in Undistributed Net Income of Conrock Co.
(net O0f INCOME EAXKES) i vt i ittt ittt ittt ittt ittt it eenneeenns 919 836 509 452 502
Income from Continuing Operations.............c.iiiiiiiiiiinnenennnn 32,052 22,775 12,338 7,083 4,453
Loss from Discontinued Operation (net of income taxes)................. (2,719) (756) (665) (407) (187)
NET INCOME. & ittt ittt et ittt ettt e et ettt et ettt it et it i $ 29,333 22,019 $ 11,673 $ 6,676 S 4,266
AMOUNTS PER SHARE:
Continuing Operations:
Income from Continuing Operations Before Equity in Conrock Co........ $ 7.37 5.19 $ 2,80 $ 1.57 S .93
Equity in Undistributed Net Income of Conrock Co..................... .22 .20 .12 .11 .12
Income from Continuing Operations...............iiiiiiinninnennens 7.59 5.39 2.92 1.68 1.05
Loss from Discontinued Operation. ... .v.' ittt in i itninneneneneneen. (.64) (.18) (.16) (.10) (.04)
] (0 /1 $ 6.95 5.21 S 2.76 § 1.58 $ 1.01
Cash Dividends:
=Y =B ] 1.50 1.20 $ 1.00 S 1.00 $ 1.00
- o o~ 30 .30 --- --- -——
e ) - 5 S 1.80 1.50 S 1.00 S 1.00 S 1.00
AVERAGE NUMBER OF SHARES OUTSTANDING. ...ttt ittt it ettt et 4,222 4,224 4,224 4,224 4,224

* Years ended April 30, 1975 through 1978 have been restated to reflect the cement-based roofing shake business,

previously included in the Concrete and Stone Products Division, as a discontinued operation. |

NOTE - Reference should be made to Notes to Financial Statements under Item 13.

-6-



CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

MANAGEMENT DISCUSSION AND ANALYSIS
OF FIVE-YEAR SUMMARY OF OPERATIONS

1979

Cement Division revenues increased 24 percent from 1978 due
to a 9 percent increase in cement shipments and to higher average
selling prices which resulted from price increases instituted during
the year. The increase in shipments of cement was due to continued
strong construction activity in all of the marketing areas served by
the Company's three cement plants. Income before income taxes of the
Cement Division increased 39 percent due primarily to operating at
capacity levels and to increased revenues as noted above.

Revenues from the Concrete and Stone Products Division
increased 70 percent from 1978. Increased construction activity in
Southern California and the Phoenix, Arizona area, the principal
markets served by the subsidiaries included in the Division, resulted
in increased demand for the subsidiaries' products, and price increases
during the year enabled the subsidiaries to recover increases in
operating costs. Income before income taxes from the Division increased
substantially due primarily to increased utilization of productive
capacity as a result of the increased demand and to the significant
increase in revenues, offset in part by provisions amounting to $2,238,000
made by one subsidiary for writedown of assets to estimated realizable
values and for anticipated shutdown costs as a result of a decision to
close a plant which had experienced continued unprofitable operations.
The increase of 21 percent in selling, general, administrative, and
other expenses was due primarily to these provisions. See Schedule 12
for further detail of the provisions.

Revenues and income before income taxes arising from Other
Activities include a gain of $1,914,000 from a sale of land. Other
fluctuations are due to the inherent nonrecurring nature of items
included in Other Activities, none of which is individually significant.

The substantial increase in loss from discontinued operation
was due to continued problems in producing cement-based roofing shakes
and to a charge of $1,776,000, net of income tax effect, resulting
from provisions for writedown of assets and shutdown costs; see Note 2
to the financial statements for further details.

1978

Revenues from the Cement Division increased 33 percent from
1977 due primarily to a 22 percent increase in cement shipments and to
higher average selling prices resulting from price increases instituted
during the year. The significant increase in cement shipments was the
direct result of strong construction activity in the marketing areas
served by the Company's three cement plants. The price increases
enabled the Company to more than recover increases in operating costs
and, combined with plant operating levels at effective capacity,
accounted for substantially all of the 77 percent increase in income
before income taxes of the Cement Division.



Revenues from the Concrete and Stone Products Division
increased 13 percent from 1977. The Company's Arizona Sand and Rock
Company subsidiary accounted for most of the increased revenues due
primarily to a significant increase in construction activity in the
Phoenix, Arizona area. The Division earned $92,000 before income
taxes after incurring a loss of $1,834,000 before related income tax
effect in 1977 due primarily to increased utilization of productive
capacity and increased volume of the Arizona Sand and Rock Company
subsidiary and to the absence of provisions for writedown of assets
and idle plant costs which were made by one subsidiary in 1977.

The fluctuations in revenues and income before income taxes
from Other Activities are due to the inherent nonrecurring nature of
the items included under this caption, none of which is individually
significant.

The substantial decrease in interest expense was due to a
reduction in unsecured notes payable of $13,125,000 and to the absence
of any new borrowings during the year.

Loss from discontinued operation increased 14 percent from
1977 due primarily to significant problems encountered in increasing
production of cement-based roofing shakes. See Note 2 to the financial
statements regarding the discontinuance of this business.

1977

Revenues from the Cement Division increased 30 percent from
1976 due primarily to a 14 percent increase in cement shipments and to
higher average selling prices resulting from price increases instituted
during the year. These price increases enabled the Company to recover
increases in operating costs and, combined with increased utilization
of productive capacity due to the increased demand for cement, accounted
for substantially all of the 84 percent increase in income before
income taxes from the Cement Division.

Revenues from the Concrete and Stone Products Division
decreased 10 percent from 1976 due primarily to the extreme competitive
conditions which existed in most areas of the Division's operations
and to a continued lack of demand for prestressed concrete products.
These factors caused certain of the Division's facilities to operate
at low levels of capacity and, combined with provisions amounting to
$1, 330,000 made by one subsidiary for writedown of certain assets to
estimated realizable value and for anticipated idle plant costs,
resulted in a 35 percent increase in the Division's loss before related
income tax effect. The increase of 16 percent in selling, general,
administrative, and other expenses was due primarily to the provisions

for writedown of certain assets and for anticipated idle plant costs
described above.

The fluctuations in revenues and income before income taxes
from Other Activities are due to the inherent non-recurring nature of
the items included under this caption, none of which is individually
significant.



The substantial decrease in interest expense was due to a
reduction in long-term notes payable of $9,659,000 and to the absence
of any new borrowings during the year.

The provision for income taxes increased substantially due
pPrimarily to the increase in income before income taxes of the Cement
Divisionm.

1976

Kevenues from the Cement Division increased 20 percent from
1975 due tc higher average selling prices resulting from price increases
instituted during the year and to a one percent increase in shipments.
Income before income taxes increased 82 percent due primarily to
increased revenues and to a slower rate of escalation in production
costs than in 1975.

The Concrete and Stone Products Division's loss before
related income tax effect increased 16 percent from 1975. The continued
downward trend in construction activity and the resultant extreme
competitive conditions which existed in all geographic areas of the

Operations of the Division.

The provision for income taxes increased substantially due

primarily to the increase in income before income taxes from the
Cement Division.



ITEM 3. PROPERTIES

Registrant's Colton Plant is located adjacent to the city
limits of Colton in San Bernardino County, California and ad-
jacent to Slover Mountain, a large limestone deposit owned in
fee by Registrant. Because of its surface and subsurface
characteristics, this deposit has never been completely drilled;
however, drilling and analysis have verified that the deposit
does contain sufficient limestone required by this plant when
operated at full capacity for at least 50 years. Clays, silica,
gypsum, and iron-bearing materials that are used in the manu-
facturing process are either mined from Registrant's own deposits
elsewhere in Southern California or are purchased by Registrant
from vendors in Southern California. The Colton Plant was
completely modernized between 1961 and 1964. It has a production
capacity of 750,000 tons of cement per year. Air pollution
control equipment, consisting of baghouse dust collection equip-
ment to reduce stack emissions, was installed during the
mcdernization completed in 1963. The plant currently meets all
Federal, state, and local air quality regulations and standards.
Registrant owns several hundred acres of land surrounding the
Colton Plant which was purchased to act as a buffer to adjoining
property.

Registrant's Mojave Plant, in Kern County, California was
originally constructed in 1954 and 1955 and commenced production
in December 1955 with an annual capacity of 378,000 tons of
cement. During 1956 and 1957 it was enlarged and now has a
production capacity of 1,100,000 tons of cement per year. Ground
was broken on February 7, 1979 at the Mojave Plant to mark the
commencement of a $100 million modernization and expansion pro-
ject. This project is expected to be completed in late calendar
year 1980 and will result in the addition of 1,000,000 tons of
annual rated productive capacity. The Company owns a high-grade
limestone deposit covering more than 1,000 acres adjacent to the
plant property. This deposit has never been completely drilled
but is presently known to contain more than 100,000,000 tons of
limestone useable for the manufacture of portland cement. This
deposit contains sufficient proven reserves to operate the Mojave
Plant at its current rated capacity for at least 70 years. In
addition, the Company has recently received a patent from the
Federal government for a nearby high-grade limestone deposit
covering tens of millions of tons of limestone in Kern County
west of Rosamond, California. The total reserves of both deposits
will be sufficient to operate the Mojave Plant, including the
contemplated expansion of capacity, for over 50 years.

Registrant's Rillito Plant is located at Rillito in Pima
County, Arizona, about 17 miles west of Tucson and about five
miles from a limestone mountain owned in fee by Registrant.

This plant was originally constructed as a one-kiln plant in
1949; capacity was increased in 1952 and 1956, bringing the plant
to an annual capacity of 440,000 tons of cement. A $24,500,000
expansion program at Rillito was completed in fiscal year 1972,
and an additional $5,200, 000 program was completed in fiscal

year 1975. The Rillito Plant now has an annual production
capacity of 1,150,000 tons of cement per year. When blended with
other materials, the above-referenced Arizona limestone deposit
is presently known to contain sufficient limestone required by
this plant when operated at full capacity for at least 20 years.
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Substantial additional limestone reserves owned or
leased by Registrant have not been completely drilled
and are therefore not included in the foregoing. The
raw materials contained in the above-referenced fee deposit
are limestone, shale and silica. Other needed raw materials
are purchased from others or mined from the Company's own
deposits. The Rillito Plant is currently operated at less
than its rated capacity to enable it to comply with existing
air quality standards. The Company is in the process of in-
stalling baghouse dust collection equipment at the plant to
enable it to operate at rated capacity by mid-calendar year
1979 in complete compliance with applicable Federal, state,
and local air quality regulations.

Registrant's cement plants operated at approximately
full capacity during fiscal year 1979.

Registrant also owns in fee substantial limestone reserves
anid iron ore deposits in the Cave Canyon area of San Bernardino
County, California. Registrant also has other small limestome
deposits located in Riverside County, California. Registrant
owns in fee a substantial gypsum deposit in Imperial County,
California and also has unpatented mining claims adjacent to
the deposit. These deposits are not presently mined because
Registrant has other sources from which raw materials are
presently being purchased at reasonable prices.

Arizona Sand and Rock Company ("AS&R"), a wholly owned
subsidiary of Registrant, owns three sand, gravel and ready-
mixed concrete plants and a sacked products plant in the
Phoenix, Arizona area. AS&R owns approximately 700 acres of
sand and gravel deposits adjacent to its plant facilities.

AS&R leases approximately 200 acres of sand and gravel deposits
from the Salt River Maricopa Pima Indian Tribe adjacent to
another of its plants. AS&R owns 140 acres of similar pro-
perties at New River, Maricopa County, Arizona. AS&R owns
other undeveloped land in Maricopa County.

Registrant's prestressed concrete manufacturing operation
is conducted on property owned in fee by Registrant.

Registrant has a coal property consisting of an underground
coal mine near Price, Utah, approximately 125 miles from Salt
Lake City. This property is being mined pursuant to a Federal
lease and includes approximately 1,700 acres. Recoverable re-
serves are estimated to be in excess of 12 million tons of coal.
Registrant mines and ships coal by rail for burning in the kilns
at Registrant's three cement plants. A relatively small amount
of coal is sold to others.
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ITEM 4.

In January 1978 Registrant exercised an option to
acquire a second coal property consisting of a long-term
coal-mining lease covering 960 acres of coal-bearing fee
property located about 75 miles south of Registrant's coal
mine near Price, Utah. The property has not previously
been mined; however, extensive tests and analyses indicate
recoverable coal reserves of approximately 20 million tons.
Additional exploratory work is currently being performed,
and plans are being formulated for the Ffuture development
of this coal property. When combined with Registrant's
existing coal mine, Registrant would have the capability
of mining and shipping in excess of one million tons of
ccal per year and thus have a considerable amount of coal
available for sale to others while continuing to supply all
the kiln fuel requirements of Registrant's cement plants.

PARENTS AND SUBSIDIARIES

Registrant is a parent and not a subsidiary.

Pacific Prestressed Products, Inc. ("Pacific"), a
California corporation, is a wholly owned subsidiary of
Registrant. The financial statements of Pacific are consoli-
dated with Registrant's.

Spancrete of California ("Spancrete'), a California
corporation, is a wholly owned subsidiary of Registrant
through Pacific. The financial statements of Spancrete are
consolidated with Registrant's.

Arizona Prestressed Concrete Company ("Arizona
Prestressed"), an Arizona corporation, is a wholly owned
subsidiary of Registrant through Pacific. The financial
statements of Arizona Prestressed are consolidated with
Registrant's.

Arizona Sand and Rock Company ("AS&R"), an Arizona
corporation, is a wholly owned subsidiary of Registrant.
The financial statements of AS&R are consolidated with
Registrant's.

California Cement Shake Co., Inc. (""Cal Shake"), a
California corporation, is a 91 percent owned subsidiary of
Registrant. The financial statements of Cal Shake are con-
solidated with Registrant's. As reported above, this entity
is in the process of being dissolved. '

Statex Petroleum, Inc. ("Statex"), a California corpora-
tion, has 52 percent of its voting securities owned by
Registrant. Statex prepares and files separate financial
statements with the Securities and Exchange Commission.
Registrant's financial statements reflect Registrant's
equity in the undistributed net income or loss of Statex.
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ITEM 5.

As of December 31, 1978, Statex owned estimated proved de-
veloped recoverable reserves of 665,000 barrels of oil and

18.5 billion cubic feet of gas. Statex estimates that 66,000
barrels of o0il, 16,500 barrels of condensate, and 2.1 billion
cubic feet of gas can be produced from these reserves during

the 12-month period ending October 31, 1979, the end of Statex's
current fiscal year.

AeroVironment, Inc. ("AeroVironment"), a California
corporation, has 63 percent of its voting securities owned
by Registrant. AeroVironment has only 6 shareholders and,
accordingly, is not required to file separate financial
statements with the Securities and Exchange Commission.
Registrant's financial statements reflect Registrant's
equity in the undistributed net income or loss of AeroVironment.

Registrant owns 34 percent of the outstanding voting
securities of Conrock Co., a California corporation. Conrock
Cc. prepares and files separate financial statements with
the Securities and Exchange Commission. Registrant's
financial statements reflect Registrant's equity in the
undistributed net income of Conrock Co.

LEGAL PROCEEDINGS

On September 23, 1976, the Attorney General of the State
of Arizona filed a civil antitrust complaint in the Superior
Court of Maricopa County, Arizona, which named as defendants
the Company, 4 other cement manufacturers, 13 ready-mixed concrete
companies, and 2 industry trade associations. The complaint
alleges a conspiracy among the named cement manufacturers and
a trade association to fix, maintain, and stabilize prices for
cement in violation of the Arizona State Antitrust Act during
a period beginning in 1958 and continuing to the present. A
conspiracy is also alleged among the defendant ready-mix
companies, the Company, and certain named individuals to fix
prices for ready-mixed concrete and related products. An
injunction and civil penalties are sought in the amount of
$50,000 for each alleged violation of the Arizona statute.

A second antitrust complaint was filed by the State of
Arizona against all of the same corporate defendants, including
the Company, under the Clayton Act in the United States Distriot
Court for the District of Arizona, seeking an injunction and an
unspecified amount of treble damages on behalf of a class pur-
portedly consisting of governmental and other buyers of cement
and concrete products within the State of Arizona. This com-
plaint is similar to the state court action, except that the
defendants' conduct also is alleged to violate provisions of the
Sherman Act. Complaints based on the same or similar allegations
have since been filed in the Federal courts against almost all
United States cement manufacturers, including the Company. There

-13-



are now assertedly at least 25 private plaintiffs, the City of
Austin, Texas, and the Attorneys General of California, Colorado,
Kansas, Oregon, Nebraska, Utah, New Mexico, and Montana. These
actions seek unspecified amounts of treble damages on behalf

off classes purportedly consisting of governmental and other
buyers of cement and, in some cases, cement-containing products
throughout the United States. These cases have been consolidated
before a Federal judge in Arizona for coordinated pretrial pro-
ceedings. Four of the private plaintiffs have dismissed their
complaints without prejudice.

The Company has denied any violation of law and is
vigorously contesting all of the actions, which are in
preliminary stages. Based on the complexity of the actions
and the number or parties involved, the Company expects the
duration of the actions to cover a period of years unless
the actions against the Company are dismissed or otherwise
favorably terminated. The Company's outside legal counsel
have stated that they are not aware of any evidence of overt
or conspiratorial acts by the Company which they believe would
result in liability. However, plaintiffs' counsel have re-
cently postulated a novel theory of liability which calls into
question the entire structure by which cement has been priced
and sold by virtually all cement manufacturers in the United
States over the past several decades. The Company's outside
legal counsel are not aware of any case or statutory authority
which directly supports plaintiffs' theory. If this theory is
accepted by the courts, the fact that the Company has priced
and sold cement in the manner it has might itself result in
liability. Therefore, it is not possible at present for the
Company or its outside legal counsel to predict the outcome
or the range of potential loss, if any, which might result
from these lawsuits.

The Company and a subsidiary of the Company in the business
of selling ready-mixed concrete in the Phoenix, Arizona area
have recently been served with subpoenas requesting production
of certain records in connection with a Federal Grand Jury
investigation of the ready-mixed concrete market in Arizona.

The Company and the subsidiary responded. The status of the
investigation is not known because Grand Jury proceedings are
secret; accordingly, the Company cannot predict the outcome of
the investigation, but the Company does not know of any facts
that will result in action against it or the subsidiary.
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ITEM 6.

ITEM 7.
ITEM 8.
ITEM 9.

ITEM 10.

INCREASES AND DECREASES IN OUTSTANDING SECURITIES
AND INDEBTEDNESS

During the fiscal year ended April 30, 1979, the Company
purchased 10,000 shares of its common stock which will be
offered for sale to qualified employees in accordance with the
terms of the Company's Salaried Employee Stock Purchase Plan.

(NOT APPLICABLE TO REGISTRANT)
(NOT APPLICABLE TO REGISTRANT)
APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS

Approximate
Number of Record Holders
Title of Class as of April 30, 1979
Common Stock, $5.00 par value 1,400

(NOT APPLICABLE TO REGISTRANT)
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ITEM 11.

EXECUTIVE OFFICERS OF REGISTRANT

Age as of
April 30,
Name 1979
Michael A. Morphy 46
J. Randolph Elliott 55
N. John Redmond, Jr. 57
David W. Mayhew 45
A. Frederick Gerstell 41
Ronald J. Van Thyne 40
D. Milton Whitley 57
Ronald E. Evans 41
Wilbur B. Jager 50
Vaughn S. Corley 45
- David"P. Tsoneff 38
M. Donald Ross 57
Albert B. Culver 64
David C. Lauritzen 37
William G. Bassett 42

Position and office (%)

President (1971)

Vice President and General Counsel
(1969); President, Statex
Petroleum, Inc. (1974)

Senior Vice President (1973)

Vice President - Administration
(1975)

Vice President - Cement Division
(1979)

Vice President - California Cement
(1979)

Vice President - Arizona Cement
(1971)

Vice President - Operations
(1978)

Vice President - California
Sales (1970)

Vice President - Arizona Sales
(1974)

Vice President - Concrete and
Stone Products Division (1978)

Vice President - Coal (1976)
Secretary (1975)
Treasurer (1979)

Controller and Assistant Treasurer
(1979)

* Year in which elected to indicated office.
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The above-listed executive officers of Registrant
have no family relationships with each other by blood,
marriage, or adoption.

Michael A. Morphy has been the President of Registrant
for more than five years and its Chief Executive Officer
since May 1972.

J. Randolph Elliott has been a senior executive of
Registrant for more than five years.

N. John Redmond, Jr. has been a senior executive of
Registrant for more than five years.

David W. Mayhew is a Certified Public Accountant and
was elected Vice President of Registrant in April 1972.

A. Frederick Gerstell is in charge of the Cement Division
of Registrant and was elected to his present position in April
1979. Prior to his election he was Vice President - California
Division of Registrant, being elected thereto in May 1975. Prior
to May 1975 he was Vice President-Marketing for Alpha Portland
Cement Company.

Ronald J. Van Thyne, a Certified Public Accountant, is res-
ponsible for California cement operations and was elected to
his present position in April 1979. Prior to his election he
was Vice President - Finance of Registrant for more than five
years.

D. Milton Whitley has been responsible for Arizona cement
operations for the past five years.

Ronald E. Evans, a Mechanical Engineer, has been involved
in engineering and manufacturing operations of the Cement
Division since 1961.

Wilbur B. Jager has been responsible for Registrant's sales
of cement in California and Nevada since election to his present
position in June 1970.

Vaughn S. Corley is a Civil Engineer and has been res-
ponsible for Registrant's sales of cement in Arizona for the
past five years.

David P. Tsoneff was elected to the position of Vice
President - Concrete and Stone Products Division in April
1978. Prior to his election he was president of two sub-
sidiary companies of United States Filter Corporation.

M. Donald Ross, responsible for Registrant's coal
production and sales, was elected to his present position in
August 1976. Mr. Ross was employed as Vice President of
Soldier Creek Coal Company, a wholly owned subsidiary of
Registrant, in April 1975. Prior to April 1975 he was
Manager of Mines at the Sunnyside, Utah coal mine of Kaiser
Steel Corporation.
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ITEM 12.

Albert B. Culver, a Certified Public Accountant, was
elected to the position of Secretary of Registrant in May 1975.
He has also been a financial executive of Registrant for more
than five years.

David C. Lauritzen is a Certified Public Accountant and
is Chief Financial Officer of Registrant. Prior to election
to his present position in April 1979 he was Controller and
Assistant Treasurer of Registrant.

William G. Bassett is a Certified Public Accountant and
prior to election to his present position in April 1979 was
Assistant Controller of Registrant.

INDEMNIFICATION OF DIRECTORS AND OFFICERS

The Company's Bylaw provisions concerning the indemnification

of Directors and Officers for acts committed by such persons in

their capacities as agents of the Company are consistent with
provisions of Section 317 of the California General Corporation
Law (hereinafter "GCL'"), made effective to California corporations
Jenuary 1, 1977.

Said Bylaw provisions, consistent with the GCL, provide
indemnification for Directors and Officers of the Company and
its subsidiaries:

(1) Against expenses, judgments, fines, settlements and
other amounts actually and reasonably incurred in
connection with a proceeding upon a determination that
such Director or Officer acted in what he believed to be
the best interests of the Company and without cause to
believe such actions were unlawful, in the case of
actions other than by or in the right of the Company; and,

(ii) Against expenses actually and reasonably incurred in
connection with the defense or settlement of a proceeding
upon a determination that such person acted in what he
believed to be the best interests of the Company, in the
case of an action by or in the right of the Company.

In the case of actions by or in the right of the Company,
indemnification is unavailable to the extent a Director or
Officer has been adjudged liable to the Company or a subsidiary
thereof; to any amounts paid in settling such an action; and
to expenses incurred in defending such an action.

The provisions concerning Director and Officer indemnifi-
cation applicable to California corporations may be more fully
ascertained by a complete reading of Section 317 of the
California GCL, a copy of which is attached hereto as an exhibit.

Registrant has in effect a policy of Directors and Officers

Liability Insurance providing coverage up to $10,000,000 with a
deductible of $20, 000.
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ITEM 13. FINANCIAL STATEMENTS, SCHEDULES, AND EXHIBITS

Opinion of Independent Certified Public Accountants

Financial Statements:
Consolidated Balance Sheet, April 30, 1979 and 1978

Statement of Consolidated Income for the Years Ended
April 30, 1979 and 1978

Statement of Consolidated Retained Earnings for the
Years Ended April 30, 1979 and 1978

Statement of Consolidated Changes in Financial Position
for the Years Ended April 30, 1979 and 1978

Notes to Financial Statements
Schedules V, VI, and XII

Exhibits:
Form 11-K Annual Report (included herein)

Conrock Co. - Financial Statements and Supporting Schedules
and Report of Independent Certified Public Accountants
Comprising Item 12(a) of Annual Report (Form 10-K) for the
fiscal year ended December 31, 1978, on file with the

Securities and Exchange Commission (0-1162) (incorporated
herein by reference). :

California General Corporation Law - Section 317 (included
herein)
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PART II

In accordance with General Instruction H(a) to Form 10-K,
items 14 through 18 are omitted. Registrant filed, pursuant to
Regulation 14A, a definitive Proxy Statement by letter dated July 16,
1979 and mailed July 16, 1979 by placing said Proxy Statement and
letter in mails of the United States postage prepaid, addressed to
the Securities and Exchange Commission, Washington, D. C. 20549.

Pursuant to the requirements of the Securities Exchange

Act of 1934, Registrant has duly caused this annual report to be
signed on its behalf by the undersigned thereunto duly authorized.

DATED: July 20, 1979

CALIFORNIA PORTLAND CEMENT COMPANY

By /s/ Michael A. Morphy
Michael A. Morphy
President




Deloitte
Haskins-Sells

One Wilshire Building

Los Angeles, California 90017
(213) 628-8282

Telex 674922

OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

California Portland Cement Company:

We have examined the consolidated financial statements and
schedules of California Portland Cement Company and consoli-
dated subsidiaries listed in the accompanying index. Our
examinations were made in accordance with generally accepted
auditing standards and, accordingly, included such tests of
the accounting records and such other auditing procedures as
we considered necessary in the circumstances.

As discussed in Note 8 to financial statements, the Company
has been named as a defendant, as are almost all United States
cement manufacturers, in actions alleging a conspiracy to fix,
maintaln, and stabilize prices for cement and ready-mixed con-
crete. The Company has also supplied information to a Federal
Grand Jury in connection with an investigation of the ready-
mixed concrete industry in Arizona. It is not possible at
present for the Company or its outside legal counsel to predict
the outcome or the range of potential loss, if any, which
might result from these actions; and no provision for any
llability that may result has been made in the financial

. statements. In our report dated June 16, 1978, our opinion
on the 1978 financial statements was unqualified; however, in
view of the matters referred to above, our present opinion on
the 1978 financial statements, as presented herein, is
different from that expressed in our previous report.

In our opinion, subject to the effects on the financial state-
ments of such adjustments, if any, as might have been required
had the outcome of the matters referred to in the preceding
paragraph been known, the above-mentioned consolidated finan-
clal statements present fairly the financial position of the
Company and its consolidated subidiaries at April 30, 1979

and 1978 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
applied on a consistent basis. Also, in our opinion, the
schedules, when considered in relation to the basic financial
statements, present fairly in all material respects the
information shown therein.

(Nlyitle Moo f5p 8L

June 15, 1979



CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

INDEX TO FINANCIAL STATEMENTS AND SCHEDULES
INCLUDED IN ANNUAL REPORT (FORM 10-K)
FOR THE YEAR ENDED APRIL 30, 1979

FINANCIAL STATEMENTS:
Consolidated Balance Sheet, April 30, 1979 and 1978

Statement of Consolidated Income for the Years Fnded
April 30, 1979 and 1978

Statement of Consolidated Retained Earnings for the
Years Ended April 30, 1979 and 1978

Statement of Consolidated Changes in Financial Position
for the Years Ended April 30, 1979 and 1978

Notes to Financial Statements

SCHEDULES:
V - Property for the Years Ended April 30, 1979 and 1978

VI - Accumulated Depreciation and Depletion of Property
for the Years Ended April 30, 1979 and 1978

XII - Provisions for Plant Shutdown Costs for the Year
Ended April 30, 1979

FINANCIAL STATEMENTS AND SCHEDULES OMITTED

Financial statements and schedules not listed above are
omitted because of the absence of the conditions under which
they are required or because the information required by such
schedules is set forth in the financial statements or in the
notes thereto.



CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

CONSOLIDATED BALANCE SHEET, APRIL 30, 1979 AND 1978

-—-ASSETS --- 1979 1978 --LIABILITIES --- 1979 1978
CURRENT ASSETS: CURRENT LIABRILITIES:
0727 o AU $ 8,213,000 $ 3,396,000 Accounts payable and accrued............. $ 17,166,000 $ 11,827,000
United States Govermment securities....... 10, 250,000 3,800,000 Federal and state income taxes payable... 13,276,000 10,676,000
Receivables (less allowance for Real and personal property taxes accrued. 3,103,000 4,525,000
doubtful accounts) (Note 1l)............ 25,503,000 20,242,000 Provisions for plant shutdown costs -
Inventories (Notes L and 9)............... 28,359,000 22,241,000 Schedule XII.......ciiriiiiiniennnnn. 2,302,000 ———
Prepaid expenses.......ccevviiininenrnnens 5,498, 000 2,972,000 Other. . i it e e e ittt i e 907,000 715,000
Total current assets.......... 77,823,000 52,651,000 Total current ligbilities.... 36,754,000 27,743,000
LONG-TERM LIABILITIES:
INVESTMENTS : Unsecured notes payable (Note 5)......... 1,970,000 2,145,000
Conrock Co. (Note 3)....viiiininennnennnnn 17,974,000 16,594,000 Deferred Federal and state income
Statex Petroleum, Inc. (Note 4)........... 4,958, 000 4,513,000 taxes payable.........c.iiiiiiiii ., 8,063,000 6,583,000
Other (at cost; market value $8,616,000
in 1979 and $6,748,000 in 1978)......... 1,930,000 1,918,000 Total long-term liabilities.. 10,033,000 8,728,000
Total investments............. 24,862,000 23,025,000 DEFERRED INVESTMENT TAX CREDIT (Notes 1
and B) it e e 5,287,000 5,135,000
PROPERTY (Note 1) - Schedule V: COMMITMENTS AND CONTINGENT LIABILITIES
Land and deposits.....ovvvvrnernernnennnn. 10,174,000 10,621,000 (Notes 8 and 14)
Buildings, machinery, and equipment....... 147,892,000 142,755,000
Construction in progressS........c..coceeeve. 10,526,000 3,189,000 SHAREHOLDERS' EQUITY:
Total. .. vttt iiinnneeens ,592,00 56,565, 00 Common stock - authorized, 6,000,000
Less accumulated depreciation and shares of $5 par value each; outstanding,
depletion - Schedule VI................. 72,748,000 65, 308, 000 4,213,814 shares in 1979 and 4,223,814
shares in 1978 (Note 10)............... 27,383,000 27,383,000
Property - net........ccoevv.n. 95, 844,000 91,257,000 Retained earnings (Notes 3 and 4)........ 123,335,000 101,915,000
OTHER ASSETS. i\t it ivtitnnenrnsneennnaesanns 4,263,000 3,971,000 Total shareholders' equity... 150,718,000 129,298,000

$202,792,000 $170, 904,000 $170,904,000

See accompanying notes to financial statements.




CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

STATEMENT OF CONSOLIDATED INCOME
FOR THE YEARS ENDED APRIL 30, 1979 AND 1978

1979 1978

CONTINUING JPERATIONS
REVENUES:
Billings to customers (less discounts
and allowances)....................... $191, 351,000 $144,625,000
Other income (principally dividends,
interest, rent, and royalties) (Note 3) 7,464,000 4,217,000
Total.................... 198,815,000 148,842,000
COSTS AND EXPENSES:
Cost of products sold (including freight
on shipments)....................... .. 125,328,000 95,209,000
Selling, general, and administrative. ... 14,624,000 13,347,000
Interest.......... ... ... ... .. ... ... .. 136,000 502,000
Other (Note 17)........ ... ... 3,585,000 1,741,000
Total.................... 143,673,000 110,799,000
INCOME FROM CONTINUING OPERATIONS BEFORE
INCOME TAXES AND EQUITY IN CONROCK CO... 55,142,000 38,043,000
INCOME TAXES (Note 6)........00uuuunon. ... 24,009,000 16,104,000
INCOME FROM CONTINUING OPERATIONS BEFORE
EQUITY IN CONROCK CO........oovnn... 31,133,000 21,939,000
EQUITY IN UNDISTRIBUTED NET INCOME OF
CONROCK CO. - Net of deferred Federal
and state income taxes of $461,000 in
1979 and $444,000 in 1978 (Note 3)...... 919,000 836,000
INCOME FROM CONTINUING OPERATIONS......... 32,052,000 22,775,000
LOSS FROM DISCONTINUED OPERATION - Net of
income taxes (Note 2)..................... (2,719,000) (756,000)
NET INCOME. ......couuiiniinnnmnnnn . $ 29,333,000 $ 22,019,000

PER SHARE (Based on average shares
outstanding):
Continuing Operations:
Income from continuing operations
before equity in Conrock Co........... $7.37 $5.19
Equity in undistributed net income of
Conrock Co. (net of deferred income

taXes) . . i e .22 .20
Income from continuing operationms.... ... 7.59 5.39
Loss from Discontinued Operation (net of
deferred income taxes) ......... ... (.64) (.18)
Net income......................... ... ... . $6.95 $5.21
AVERAGE NUMBER OF SHARES OUTSTANDING........ 4,222,237 4,223,814

See accompanying notes to financial statements.




CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

STATEMENT OF CONSOLIDATED RETAINED EARNINGS
FOR THE YEARS ENDED APRIL 30, 1979 and 1978

1979 1978
BALANCE AT BEGINNING OF YEAR........ . $101,915, 000 $ 86,231,000
NET INCOME.........oiiiiiinnnnnnnn. 29,333,000 22,019,000
Total......... ... .. ... .... 131,248,000 108,250,000
DEDUCT:
Cash dividends - $1.80 a share
in 1979 and $1.50 a share in
1978, 7,599,000 6,335,000
Cost of 10,000 shares of Company's
common stock purchased and
retired........... .. ... . ... . ... .. 314,000 -—-=
Total............ ... .. ..... 7,913,000 6,335,000
BALANCE AT END OF YEAR. .............. $123,335,000 $101,915,000

See accompanying notes to financial statements.




CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

STATEMENT OF CONSOLIDATED CHANGES IN FINANCIAL POSITION

FOR THE YEARS ENDED APRIL 30, 1979 AND 1978

1979 1978
SOURCE OF FUNDS:
Continuing Operations:
Income before equity in Conrock Co. ... $31,133,000 $21,939,000
Add (Deduct):
Depreciation.............uuuuii.. 8,397,000 8,031,000
Provisions for writedown of certain
assets and plant shutdown costs... 2,238,000 -——-
Other (net).........ouvvunnnn. ... (324,000) 1,103,000
Funds provided by continuing
operations.................. 41,444,000 31,073,000
Discontinued Operation:
Loss from discontinued operation...... (2,719,000) (756,000)
(Add) Deduct:
Provisions for writedown of assets
and plant shutdown costs.......... 3,288,000 ---
Deferred Federal income tax benefit (1,512,000) -—-
Other (met)........vuuimuunnnnn. . 222,000 235,000
Funds used by discontinued
operation................... (721,000) (521,000)
Funds provided by
operations (net)............ 40,723,000 - 30,552,000
Disposal of property.......... e e 1,348,000 1,098,000
Accounts payable and accrued............ 5,340,000 3,115,000
Federal and state income taxes payable. 2,600,000 3,146,000
Total Source of Funds...... 50,011,000 37,911,000
APPLICATION OF FUNDS:
Capital expenditures.................... 17,804,000 10,063,000
Payment of cash dividends............... 7,599,000 6,335,000
Payment of unsecured notes payable...... 191,000 13,125,000
Inventories. ......covvnuvnnnenn .. 6,118,000 5,422,000
Receivables.........c.oouuuuunin i, .. 5,261,000 1,441,000
Real and personal property taxes
accrued. . ... e 1,422,000 (276,000)
Other (net) ........covuiinuunnnnn. .. 349,000 1,328,000
Total Application of Funds. 38,744,000 37,438,000
INCREASE IN CASH AND UNITED STATES
GOVERNMENT SECURITIES..........0onvon.... $11,267,000 $ 473,000

See accompanying notes to financial statements.




CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

NOTES TO FINANCTAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The consolidated financial statements include the accounts
of the Company and all subsidiaries except Statex Petroleum, Inc.
(52 percent owned) and AeroVironment, Inc. (63 percent owned).
All significant intercompany transactions have been eliminated.
The assets and results of operations of Statex Petroleum, Inc.
and AeroVironment, Inc. are not significant in relation to the
consolidated financial statements and, accordingly, the Company
accounts for these investments using the equity method of accounting.
The Company's investment in AeroVironment, Inc. is included in
Investments - Other on the consolidated balance sheet. See Note
4 with respect to Statex Petroleum, Inc.

Inventories are carried at the lower of average cost or
market. Average cost is a moving average determined monthly.

Property is carried at cost, and depreciation is determined
using principally the straight-line method. Significant expenditures
which extend the useful lives of existing assets are capitalized.

All other maintenance and repair costs are charged to current
operations.

Deferred income taxes are provided with respect to timing
differences between financial and taxable income. Deferred
income taxes are provided at capital gains rates on the undistributed
net income of Conrock Co. and unconsolidated subsidiaries.
Investment tax credits are deferred and amortized over periods
which coincide with the lives of the related property.

The financial statements for the year ended April 30, 1978
have been restated to separately reflect results of operations of
a discontinued operation as described in Note 2. 1In addition,
certain minor reclassifications have been made in the financial
Statements as previously reported for the year ended April 30,
1978 in order to conform to corresponding classifications for the
year ended April 30, 1979.

See Note 3 with respect to the method of accounting for the
Company's investment in Conrock Co. See Note 7 with respect to
the Company's policy for accounting for the cost of retirement
plans.



DISCONTINUED OPERATION:

The Company's California Cement Shake Co., Inc. subsidiary
(91 percent owned) has decided to discontinue its efforts to
produce cement-based roofing shakes due primarily to continued
production problems and, accordingly, operations will be shut
down and the entity will be dissolved during the fiscal year
ending April 30, 1980. Accordingly, provisions amounting to
$3,288,000 were made in April 1979 for writedown of assets to
estimated realizable values and for anticipated plant shutdown
costs. Assets and liabilities remaining at April 30, 1979 after
applying these provisions are not significant.

As a result of the decision to discontinue the roofing shake
business, the Company has restated results of operations previously
reported for the year ended April 30, 1978 to reflect this business
as a discontinued operation. The restatement does not affect net
income as previously reported. Revenues from the discontinued
operation amounted to $2,924,000 for the year ended April 30,

1979 and $2,090,000 for the year ended April 30, 1978. The loss
from discontinued operation on the statement of consolidated
income for the years ended April 30, 1979 and 1978 is comprised
of the following (in thousands):

1979 1978

Loss from operations (net of income

tax benefits of $846 in 1979 and

$747 in 1978) $ 943 $ 756
Provisions for writedown of assets

and shutdown costs (net of deferred

income tax benefit of $1,512) 1,776 -
Loss from discontinued operation $2,719 -~ § 756

INVESTMENT IN CONROCK CO. :

The consolidated financial statements include an investment
of 34 percent in the outstanding capital stock of Conrock Co.
The primary business of Conrock Co. is the production and sale of
ready-mixed concrete and concrete aggregates in the Southern
California area. The investment is carried on the consolidated
balance sheet at April 30, 1979 and 1978 at amounts equal to the
Company's equity in the net assets of Conrock Co. at December 31,
1978 and 1977, respectively. The Company's equity in the undistributed
net income of Conrock Co. for the years ended April 30, 1979 and
1978, which is included on the statement of consolidated income,
is based on Conrock Co.'s net income for its fiscal years ended
December 31, 1978 and 1977, respectively. Cash dividends received
of $635,000 in 1979 and $502,000 in 1978 have been included in
other income. The aggregate quoted market value of the investment
was $18,228,000 at April 30, 1979 and $11,372,000 at April 30,
1978.



The equity in undistributed net income of Conrock Co. (net
of deferred Federal and state income taxes) included in retained
earnings was $11,017,000 at April 30, 1979 and $10,098,000 at
April 30, 1978.

Conrock Co.'s financial statements are summarized as follows
(in thousands):

BALANCE SHEET

December 31

Assets 1978 1977
Current assetsS...........uovuuunun.. .. $21,696 $20,038
Property, plant, and equipment....... 44,471 39,368
Other...... ... ... i, 11,992* 11,446%
TOtal..'uesn e, $78,159 $70,852

Liabilities and
Shareholders' Equity

Current liabilities.................. $10, 241 $ 9,007
Other liabilities.................... 14,970% 13,893%
Total shareholders' equity........... 52,948 47,952
Total...................... $78,159 $70,852
INCOME STATEMENT
Year Ended
December 31
1978 1977
Revenues.......... ... ... $111,684 $97,729
Costs and expenses.............o...... 105,155 93,507
Net income.................. .00 . ... $ 6,529 $ 4,222

o

* Includes deferred condemnation gains amounting to $10,205,000
and related proceeds. Condemnation gains are applied toward the
replacenent of condemned properties and, therefore, no income

will be recognized if proceeds are reinvested by December 31,
1980.



INVESTMENT IN STATEX PETROLEUM, INC.:

The consolidated financial statements include an investment
of 52 percent in the outstanding common stock of Statex Petroleum
Inc. ('Statex"). The primary business of Statex is exploration
for oil and gas and development of oil and gas properties in the
United States. The investment in Statex is carried on the
consolidated balance sheet at cost plus equity in undistributed
net income since the date of acquisition and is $1,168,000 in
excess of the Company's equity in the underlying net assets. In
the opinion of the Company, no decrease in value of this excess
cost is expected to occur, and, accordingly, it is not being
- amortized. The equity in undistributed net income of Statex (net
of deferred Federal and state income taxes) included in retained
earnings was $630,000 at April 30, 1979 and $337,000 at April 30,
1978. The aggregate quoted market value of the Company's
investment (based on '""bid" quotations) was $5,228,000 at April 30,
1979 and $4,305,000 at April 30, 1978.

R

UNSECURED NOTES PAYABLE:

Unisecured notes payable at April 30, 1979 and 1978 bear
interest at rates ranging from 5 1/2 percent to 8 percent and are
due in various installments through 1994. Maturities during the
next five fiscal years are as follows: 1980, $175,000 (included
in other current liabilities); 1981, $163,000; 1982, $163,000;
1983, $163,000; and 1984, $163,000.



INCOME TAXES:

The provision for income taxes for the years ended April 30,
1979 and 1978 consists of the following (in thousands):

1979 1978
Federal.:
Current liability (net of investment tax
credit) . ... $20,759 $13,291
Deferred investment tax credit:
Reduction in current taxes payable.......... 614 684
Lesis amortization............. ... ... . ..., 498 417
Net increase.............. ... ... ... ... 116 267
CTotal. oo 20,875 13,558
Deferred liability (bemefit).................. (822) 382
Total Federal.................... 20,053 13,940
State. . 3,956 2,164
Total provision............. $24,009 $16,104

Deferred Federal income taxes (tax benefits) are attributable
to the following (in thousands):

1979 1978
Provisions for writedown of certain
assets and plant shutdown dosts....... $(1,024) $ 331
Charitable contribution of land............ -—— 506
Other. ... . i 202 (455)
Total....... ... S (822) $ 382

The provision for income taxes for the years ended April 30,
1979 and 1978 reconciles to Federal income taxes calculated at the
statutory rate as follows (in thousands):

1979 1978
Taxes calculated on income from continuing .
operations before income taxes and equity
in Conrock CO..ovvvvnvnnn e $26,082 $18,261
Add (Deduct) Federal income tax effect of:
Percentage depletion..............ooo'vmon. .. (2,899) (2,558)
Amortization of deferred investment
tax credit....... ... i (498) (417)
Dividends received exclusion................. (377) (306)
State income taxes................oonooin. .. (1,871) (1,039)
Other (net)......... ..o ] (384) (1)
Total. ... .o, 20,053 13,940
State income taXeS.........voueirninnnnn . 3,956 2,164
Total provision................. $24,009 $16,104



RETIREMENT PLANS:

The Company and its subsidiaries contribute to various
retirement plans covering substantially all of their employees.
Retirement plan expense, including a provision for prior service
costs, was $2,163,000 for the year ended April 30, 1979 and
$1,894,000 for the year ended April 30, 1978. 1In accordance with
its policy, the Company currently funds its accrued retirement
plan expense. Unfunded prior service costs, which are amortized
over periods of 25 to 40 years, were approximately $11,400,000 at
April 20, 1979. The actuarially computed value of vested benefits
exceeds the total of the various retirement funds and balance
sheet accruals by approximately $2,100,000. The Company's retirement
plans are in compliance with current regulations issued pursuant
to the Employee Retirement Income Security Act of 1974 (ERISA).

LITIGATION AND INVESTIGATION:

On September 23, 1976, the Attorney General of the State of
Arizona filed a civil antitrust complaint in the Superior Court
of Maricopa County, Arizona, which named as defendants the Company,
4 other cement manufacturers, 13 ready-mixed concrete companies,
and 2 industry trade associations. The complaint alleges a conspiracy
among the named cement manufacturers and a trade association to
fix, maintain, and stabilize prices for cement in violation of
the Arizona State Antitrust Act during a period beginning in 1958
and continuing to the present. A conspiracy is also alleged
among the defendant ready-mix companies, the Company, and
certain named individuals to fix prices for ready-mixed concrete
and related products. An injunction and civil penalties are
sought in the amount of $50, 000 for each alleged violation of the
Arizona statute.

A second antitrust complaint was filed by the State of
Arizona against all of the same corporate defendants, including
the Company, under the Clayton Act in the United States District
Court for the District of Arizona, seeking an injunction and an
unspecified amount of treble damages on behalf of a class purportedly
consisting of governmental and other buyers of cement and concrete
products within the State of Arizona. This complaint is similar
to the state court action, except that the defendants' conduct
also is alleged to violate provisions of the Sherman Act. Complaints
based on the same or similar allegations have since been filed in
the Federal courts against almost all United States cement
manufacturers, including the Company. There are now assertedly
at least 25 private plaintiffs, the City of Austin, Texas, and
the Attorneys General of California, Colorado, Kansas, Oregon,
Nebraska, Utah, New Mexico and Montana. These actions seek
unspecified amounts of treble damages on behalf of classes purportedly
consisting of governmental and other buyers of cement and, in
some cases, cement-containing products, throughout the United
States. These cases have been consolidated before a Federal
judge in Arizona for coordinated pretrial proceedings. Four of
the private plaintiffs have dismissed their complaints without
prejudice.



The Company has denied any violation of law and is vigorously
contesting all of the actions, which are in preliminary stages.
Based on the complexity of the actions and the number of parties
involved, the Company expects the duration of the actions to
cover a period of years unless the actions against the Company
are dismissed or otherwise favorably terminated. The Company's
outside legal counsel have stated that they are not aware of any
evidence of overt or conspiratorial acts by the Company which
they believe would result in liability. However, plaintiffs’
counsel have recently postulated a novel theory of liability
which calls into question the entire structure by which cement
has been priced and sold by virtually all cement manufacturers in
the United States over the past several decades. The Company's
outside legal counsel are not aware of any case or statutory
authority which directly supports plaintiffs' theory. 1If this.
theory is accepted by the courts, the fact that the Company has
priced and sold cement in the manner it has might itself result
in liability. Therefore, it is not possible at present for the
Company or its outside legal counsel to predict the outcome or
the range of potential loss, if any, which might result from
these lawsuits.

The Company and a subsidiary of the Company in the business
of selling ready-mixed concrete in the Phoenix, Arizona area
have recently been served with subpoenas requesting production of
certairn records in connection with a Federal Grand Jury investigation
of the ready-mixed concrete market in Arizona. The Company and
the subtsidiary responded. The status of the investigation is not
known btecause Grand Jury proceedings are secret; accordingly, the
Company cannot predict the outcome of the investigation, but the
Company does not know of any facts that will result in action
against it or the subsidiary.

INVENTCRIES:

Inventories are summarized as follows (in thousands) :

1979 1978

Finished products...................... $ 3,743 $ 4,073
Products in process.................... 8,110 4,585
Materials and supplies................. 16,506 13,583
Total................. $28,359 $22,241

Inventory balances used in determining cost of sales for the
years ended April 30, 1979 and 1978 were as follows
(in thousands):

April 30, 1977............. $16,819
April 30, 1978............. 22,241
April 30, 1979............. 28,359



10.

11.

12.

13.

COMMON STOCK:

During the fiscal year ended April 30, 1979, the Company purchased
10,000 shares of its common stock which will be offered for sale to
qualified employees in accordance with the terms of the Company's
Salaried Employee Stock Purchase Plan.

ALLOWANCE FOR DOUBTFUL ACCOUNTS (in thousands) :

1979 1978

Balance at beginning of year............. $ 261 $ 384
Provision for the year - charged to

income............. IR 298 164

Total..........cvvvuu.. .. 559 548

Doubtful accounts written off............ 68 287

Balance at end of year................... $§ 491 § 261

INCENTIVE COMPENSATION PLAN:

The Company has an Incentive Compensation Plan ("the Plan")
applicable to salaried employees. The number of salaried employees
eligible for incentive compensation in any fiscal year is limited
to 15 percent of the total salaried employees of the Company and
its subsidiaries. The Plan provides for amounts to be made
available for distribution for each fiscal year as determined by
the Compensation Committee of the Board of Directors; however,
the amount available for distribution for any fiscal year cannot
exceed 7.5 percent of consolidated income before income taxes and
accrued Plan expense for the year after deducting an amount equal
to 12.5 percent of total shareholders' equity at the beginning of
the year. During the year ended April 30, 1979 and 1978, the Company
accrued, as a charge to income, $800,000 and $1,080,000 respectively,
for distribution pursuant to the Plan.

BUSINESS SEGMENT INFORMATION:

The Company's principal business segment is the manufacture
and sale of portland and other types of cement. The Company
also, through various subsidiaries and a division, manufactures
and sells a variety of concrete and stone products, including
prestressed and precast concrete products, ready-mixed concrete,
aggregates, and limestone products. The cement segment in the
information below includes amounts related to the Company's coal
mining activities. Intersegment billings are made at prices and
terms which are similar to those extended to unaffiliated customers.
General corporate assets consist of cash, United States Government
securities, investments, and other assets not directly identifiable
with a business segment.



Business segment information for the years ended April 30,
1979 and 1978 is summarized as follows (income statement amounts
previously reported for 1978 have been restated to separately
reflect results of operations of a discontinued operation as

described in Note 2) (in thousands):

Billings to Customers (net):
Cement
Concrete & Stone Products

Intersegment billings of cement (net)

Total

Profit from continuing operations:
Cement
Concrete & Stone Products

Total

Add (Deduct):
General corporate expenses
Interest expense
Other income
Other expenses
Income taxes
Income from continuing operations
before equity in Conrock Co.

Identifiable Assets (as of April 30,
1979 and 1978):
Cement
Concrete & Stone Products
General corporate

Total

Depreciation: .
Cemenr
Concrete & Stone Products
General corporate

Total

Capital Expenditures:
Cement: *
Concrete & Stone Products
General corporate

Total

* Includes amounts related to coal mining activities of $1,317,000

in 1979 and $3,424,000 in 1978.

1979

$158,923
38,451

(6,023)
$191,351

$ 56,657

3,646

60,303

(8,904)

(136)
7,464

(3,585)

(24,009)
$ 31,133

$127,571
23,399

51,822
$202,792

$ 6,808
1,555

283
$ 8,646

$ 13,038
4,200

566
$ 17,804

1978

$126,530
22,208

(4,113)
$144,625

$ 44,266

181

44, b47

(8,378)

(502)
4,217

(1,741)

(16,104)
$ 21,939

$113,490
17,383

40,031
$170,904

$ 6,512
1,460

302
$ 8,274

$ 8,446
1,215

402
$ 10,063

Approximately 13 percent of consolidated revenues for the
years ended April 30, 1979 and 1978 result from cement sales to an
affiliate at prices and terms which are similar to those extended
to other customers. Other income in 1979 includes a gain of
$1,914,000 from a sale of land to an affiliate.

-9-



14.

15.

16.

COMMITMENTS:

The Company has outstanding commitments at April 30, 1979
aggregating approximately $21 million in connection with the
expansion and modernization of its Mojave, California cement
plant. Commitments under lease agreements are insignificant.

SUBSEQUENT EVENT:

On June 5, 1979 the Company entered into agreements with
three government agencies providing for the issuance of $10,800, 000
of 30-year, 7 percent tax-exempt pollution control and industrial
development revenue bonds. The bond proceeds will be used to
finance pollution control facilities to be installed in connection
with the Mojave Plant expansion and modernization project (see
Note 14) and certain other capital projects of the Company. The
agreements require annual sinking fund payments in years 2000
through 2008 ranging from $200,000 to $1,700,000 and a final
payment of $6,500,000 in 2009.

SUPPLEMENTARY PROFIT AND LOSS INFORMATION:

Supplementary profit and loss information for the years ended
April 30, 1979 and 1978 is summarized as follows (in thousands):

1979 1978

Maintenance and repairs.................... $§17,729 $§13,824

Depreciation...........ouuuiiunnnnnnni.. $ 8,646 $ 8,274
Taxes other than income taxes:

Lo oL o o $ 3,670 S 4,806

Payroll. . ...ttt e 2,297 1,809

Sales and Use........ovvi . 1,503 1,268

Other. .....oiiiiiiii e i, 544 186

Total......ovvvinn. .. $ 8,014 $ 8,069

Rents and royalties*................. .. ... $ 1,758 $ 1,435

*Noncapitalized leases are immaterial.
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17.

QUARTERLY FINANCIAL DATA (UNAUDITED):

Summarized quarterly financial data for the years ended
April 30, 1979 and 1978 is as follows (in thousands except per

share data):

Continuing
Operations:

Total revenues

Gross profit

Income before
income taxes

Income after
taxes
Per share

Discontinued
Operation:

Total revenues

Gross loss

Loss before
tax effect

Loss after
tax effect
Per share

Net income
Per share

Continuing
Operations:

Total revenues

Gross profit

Income before
income taxes

Income after
taxes
Per share

Discontinued
Operation:

Total revenues

Gross loss

Loss Dbefore
tax effect

Loss after
tax effect
Per share

Net income
Per share

1979

Quarter Ended Full

July 31, Oct. 31, Jan. 31, Apr. 30, Fiscal

1978 1978 1979 1979 Year
$47,542 $54,299 $47,351 $49,623 $198,815
19,467 20,735 17,296 15,989 73,487
15,354 16,700 13,385 11,083 56,522
8,519 9,173 8,139 6,221 32,052
$2.02 $2.17 $1.92 $1.48 $7.59
$ 748 $ 757 $ 491 $ 928 $ 2,924
(298) (276) (352) (481) (1,407)
(397) (366) (456) (3,858) (5,077)
(201) (210) (232) (2,076) (2,719)
$(.05) $(.05) $(.05) $(.49) $(.64)
$ 8,318 $ 8,963 $ 7,907 S 4,145 $ 29,333
$1.97 $2.12 $1.87 $ .99 $6.95

1978

Quarter Ended Full

July 31, Oct. 31, Jan. 31, Apr. 30, Fiscal

1977 1977 1978 1978 Year
$37,469 $41,056 $32,465 $37,852 $148,842
13,851 15,794 11,552 12,436 53,633
9,622 12,766 7,914 9,021 39,323
5,467 7,283 4,681 5,344 22,775
$1.29 $§1.73 $1.11 $1.26 $5.39
$ 466 $ 746 $ 516 $ 362 $ 2,090
(132) (176) (381) (516) (1,205)
(208) (233) (451) (611) (1,503)
(103) (118) (231) (304) (756)
$(.02) $(.03) $(.06) $(.07) $(.18)
$ 5,364 $ 7,165 $ 4,450 $ 5,040 $ 22,019
$1.27 $§1.70 $1.05 $1.19 $§5.21
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Amounts as previously reported for all of the quarters above
have been restated to separately reflect results of operations of
a discontinued operation as described in Note 2.

Income before income taxes from continuing operations for
the fourth quarter ended April 30, 1979 was reduced by $2,238,000
(81,214,000 net of income tax effect, or $0.29 per share) as a
result of provisions made by a subsidiary for writedown of assets
to estimated realizable values and for.anticipated plant shutdown
costs in connection with a decision to close one plant due to
continued unprofitable operations. These provisions are included
in other expenses on the statement of consolidated income.

Loss after tax effect from the discontinued operation for
the fourth quarter ended April 30, 1979 was increased by $1,776,000
($0.42 per share) as a result of provisions for writedown of
assets to estimated realizable values and for anticipated plant
shutdown costs which were made as a result of a decision to
discontinue the cement-based roofing shake business.

Income after taxes from continuing operations for the third
quarter ended January 31, 1978 was reduced by $518,000 ($0.12 per
share) as a result of a change in accounting by Statex Petroleum,
Inc. (52 percent owned by the Company). In December 1977 the Financial
Accounting Standards Board issued an accounting statement affecting
oil and gas producing companies, the retroactive effect of which
was recognized by Statex in its financial statements for its
fiscal years ended prior to and including October 31, 1977. The
Company recorded the effect of the change in the current period
since the effect on prior periods reported by the Company is not
significant.
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18.

CURRENT REPLACEMENT COST INFORMATION (UNAUDITED) :

The Company has estimated the current replacement cost of
its property assets ("productive capacity'’) and inventories
assuming that a complete replacement of those assets set forth in
the quantitative information herein had been made as of April 30,
1979 and as of April 30, 1978. 1In addition, related depreciation
expense, accumulated depreciation, and cost of products sold
have been calcuated as of April 30, 1979 and as of April 30, 1978
and for the years then ended using the estimated current replacement
cost off property assets and inventories.

The replacement cost information is based on the hypothetical
assumption that the Company would completely replace its entire
productive capacity and inventories as of April 30, 1979 and as
of April 30, 1978 (the end of its fiscal years) whether or not
the funds to do so were available or such "instant" replacement
were physically possible. This assumption requires that management
contemplate many actions at the end of each fiscal year that
ordinarily would not be addressed all at one time. Accordingly,
the information should not be interpreted to indicate that the
Company actually has present plans to replace its productive
capacity or that actual replacement would or could take place in
the manner assumed in estimating the information. In the normal
course of business, the Company will replace its productive
capacity over an extended period of time. Decisions concerning
replacement will be made in the light of economic, regulatory,
and competitive conditions existing on the dates such determinations
are made and could differ substantially from the assumptions on
which the data included herein are based.

The estimated current replacement cost information, which is
presented on the following pages, is furnished pursuant to Rule
3-17 of Regulation S-X, which was announced in the Securities and
Exchange Commission's Accounting Series Release No. 190. In that
Release, the SEC cautioned investors and analysts against "simplistic
use" of replacement cost information. In issuing that warning,
the SEC stated:

"...(The Commission) intentionally determined
not to require the disclosure of the effect on net
income of calculating cost of sales and depreciation
on a current replacement cost basis, both because there
are substantial theoretical problems in determining
an income effect and because it did not believe that
users should be encouraged to convert the data into
a single revised net income figure. The data are not
designed to be a simple road map to the determination
of 'true income.' 1In addition, investors must understand
that due to the subjective judgments and the many
different specific factual circumstances involved, the
data will not be fully comparable among companies and
will be subject to errors of estimation."
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The Company believes that the limitations due to estimations
requiring the subjective judgments and assumptions of management
as discussed in the foregoing excerpt from ASR 190 apply specifically
to the Company's replacement cost information presented herein.
For example, the technology currently available to the Company
and related environmental factors are undergoing significant
changes, and the effect thereof on the Company's replacement
decisions cannot be predicted with precision. The Company's
resultant inability to reflect the costs related to such unidenti-
fiable difficulties is illustrative of the inherent imprecision
of the information required by Rule 3-17.

The current replacement cost information presented herein is
not necessarily representative of the "current value' of existing
productive capacity and inventories. Further, the difference
between replacement cost and historical cost of productive capacity
and inventories does not represent additional book value for the
Company's shareholders. The funds for the eventual replacement
of the Company's productive capacity may be provided not only by
income retained in the business but also by investment tax credits,
debt instruments, or issues of equity securities. The determination
of the source of funds will be made at the time the funds are
required in light of the circumstances at that time.

The estimated current replacement cost of productive capacity
of the Company's three cement plants was obtained from, or determined
by reference to, information contained in a cement industry study
by the U. S. Portland Cement Association ("the study"). The
study, which was based on engineering estimates, contemplates the
use of the most current technology available in the cement industry.
Replacement costs were estimated for each stage of the cement-
producing process, and replacement cost matrices were developed
for various plant sizes based on clinker-producing capacity. The
Company used such replacement cost amounts in developing estimates
for its cement-producing capacity, interpolating as required to
relate the replacement cost amounts in the study to the clinker-
producing capacity of each of the Company's plants. The study
covered cement processing and storage facilities only; for other
property assets in the Company's cement plants, current replacement
costs were estimated by reference to percentage relationships of
certain groups of assets to property assets covered by the
study, recent purchase quotes from equipment manufacturers,
engineering estimates, and indexing. The engineering estimates
were developed primarily by aggregating the costs of installation
of machinery and equipment and related electrical equipment,
construction of supporting structures and storage facilities, and
engineering design with recent purchase quotes for items of
machinery and equipment, electrical equipment, and structural
materials.

The current replacement cost of the Company's property
assets other than cement productive capacity was estimated primarily
by reference to recent purchase quotes from equipment manufacturers
and engineering estimates (developed as described in the preceding
paragraph).
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Depreciation expense, based on an average of the estimated
current replacement cost of productive capacity as of April 30,
1979 and as of April 30, 1978, has been calculated on a straight-
line basis utilizing the same estimates of useful life and salvage
value used to calculate depreciation on a historical cost basis.
No increases in estimated useful lives as a result of using the
most current technology were assumed. Estimated replacement cost
depreciation expense for additions during the year ended April 30,
1979 is stated at historical cost. Accumulated depreciation
related to the estimated current replacement cost of productive
capacity was estimated by applying to such cost the relationship
of expired useful lives to total useful lives of existing facilities
assumed to be replaced.

The Company used the actual costs per unit of production
during the last three months of the years ended April 30, 1979
and 1978, adjusted to reflect depreciation expense calculated
using the estimated current replacement cost of productive capacity,
to determine estimated current replacement cost of a substantial
portion of finished products and products in process inventories.
Such costs of production as adjusted generally reflect current
material, labor, and depreciation charges. A three-month period
was used to substantially eliminate the possible effects that
fluctuations in volumes of production could have on production
costs per unit. Current replacement cost of approximately half
of the materials and supplies inventories was determined by
reference to percentage relationships, based on cement industry
averages, applied to the estimated aggregate cost of machinery
and equipment items included in the estimated current replacement
cost of productive capacity of the Company's three cement plants.
The estimated current replacement cost of the remainder of the
materials and supplies inventories was determined primarily by
reference to purchase cost during the last few months of the
fiscal year.

Replacement cost of products sold was estimated using costs
per unit of production during the years ended April 30, 1979 and
1978. Inventories are carried at the lower of average historical
cost or market on the consolidated balance sheet, and this method
of estimating replacement cost has the effect of eliminating
beginning and ending inventories in calculating cost of products
sold and generally reflects only material and labor charges
incurred throughout the year plus depreciation expense based on
average replacement cost of productive capacity.

The estimated replacement cost of products sold presented
below does not reflect any operating cost savings which may
result from the replacement of existing assets with assets of
improved technology. If the Company's productive capacity were to
be replaced in the manner assumed in the calculation of replacement
cost of existing productive capacity, many costs other than
depreciation (for example, direct labor costs, repairs and maintenance,
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utility and other indirect costs) would be altered. Although

these expected cost changes cannot be quantified with any precision,
the current level of production costs other than depreciation

would be reduced as a result of the technological improvements
assumed in the hypothetical replacement. In the opinion of the
Company, such production cost efficiencies could be significant;
however, these benefits would be more than offset by substantially
increased interest charges on obligations which would be required

to finance capital expenditures using estimated current replacement
cost.
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Current replacement cost information required by Rule 3-17

of Regulation S-X as of April 30, 1979 and 1978

then ended is as follows (in thousands):

and for the years

1979 1978
Current Current
Replacement Replacement
Cost Historical Cost Historical
As of April 30 (Unaudited) Cost (Unaudited) Cost
Property (excluding
land and deposits):
Buildings, machinery,
and equipment $373, 000 $140,700 $348, 000 $137, 544
Less accumulated
depreciation 197,000 67,288 173,000 61,716
Net $§176,000 § 73,412 $175,000 $ 75,828
Inventories:
Finished products $ 3,800 $ 3,743 $ 4,500 $ 4,073
Products in process 8,700 8,110 5,000 4,585
Materials and
supplies 16,800 16,506 13,900 13,583
Total $ 29,300 $ 28,359 $ 23,400 S 22,241
For the Year Ended
April 30
Cost of products sold
(including freight
on shipments) $135,000 $125,328 $104,000 $ 95,209
Depreciation expense:
Included in cost
of product sold
above $ 18,000 $ 7,388 $ 16,000 $ 7,156
Other 400 283 400 372
Total $ 18,400 $ 7,671 $ 16,400 $ 7,528
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Historical cost amounts for which current replacement cost information is provided reconcile to amounts shown

in the consolidated financial statements as of April 30, 1979 and 1978 and for the years then ended as follows (in thousands):

As of April 30

Amounts for which replacement cost
information is provided

Add:
Land
Deposits (mineral resources)
Construction in progress
Other (including assets not to be

replacéd)

Amounts shown on consolidated
balance sheet

For the Year Ended April 30

Amounts for which current replacement
cost information is provided

Amounts related to assets not to be
replaced and other

Amounts included in statement
of consolidated ncome

-18-

1979 1978
Property Property
Accumulated Accumulated
Cost Depreciation Inventories Cost Depreciation Inventories
$140,700 $ 67,288 $ 28,359 §137,544 $ 61,716 $ 22,241
3,654 - - 3,746 - ---
6,520 1,385 --- 6,875 1,369 -—-
10,526 --- --- 3,189 --- ---
7,192 4,075 --- 5,211 2,223 -—-=
$168,592 $ 72,748 $ 28,359 $156,565 § 65,308 $ 22,241
Cost of Depreciation Cost of Depreciation
Products Sold Expense Products Sold Expense
$125,328 $ 7,671 $ 95,209 $ 7,528
--- 975 --- 746
$§125,328 $ 8,646 $§ 95,209 $ 8,274



The estimated current replacement cost information presented
above does not reflect all of the effects of inflation and other
economic factors on the Company's current costs of operating the
business. Rule 3-17 does not require consideration of these
effects on assets and liabilities other than inventories and
productive capacity. The Company has not "attempted to quantify
the total impact of inflation and changes in other economic
factors on its business because of the many unresolved conceptual
problems involved in doing so. Further, the above replacement
cost information standing alone does not recognize the customary
relationships between cost changes and changes in selling prices.
Although the Company will attempt to modify its selling prices to
recognize future cost changes, competitive and regulatory conditions
may preclude its ability to do so.

-19-



CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

SCHEDULE V

PROPERTY
FOR THE YEARS ENDED APRIL 30, 1979 AND 1978
BUILDINGS, CONSTRUCTION
MACHINERY, IN
LAND DEPOSITS AND EQUIPMENT PROGRESS TOTAL

Balance, May 1, 1977..... ... .. ... $3,949,000 $6,932,000 $§136,437,000 $ 1,862,000 $149,180,000
Additions at CoSt...vvvii it innennn. 173,000 12,000 8,551,000 1,327,000 10,063, 000
Retirements or Sales..........cvivnnnn. (376,000) (69,000) (2,233,000) (2,678,000)
Balance, April 30, 1978................. 3,746,000 6,875,000 142,755,000 3,189,000 156,565,000
Additions at Cost. ... i nnnnnn. 6,000 392,000 10,069,000 7,337,000 17,804,000
Retirements or Sales........ .o, (98,000) (747,000) (4,932,000)% (5,777,000)
Balance, April 30, 1979................. $3, 654,000 $6,520,000 $147,892,000 $10,526,000 $168,592,000

*Includes provisions for writedown of certain assets amounting to $3,224,000.

NOTES:

1. It is not practicable to state separately the amount representing

buildings and the amount representing machinery and equipment.

2. The cost of properties sold or otherwise disposed of and the related
accumulated depreciation are eliminated from the accounts at the
time of disposal, and any resulting gains or losses are included

in income.




SCHEDULE VI

CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

ACCUMULATED DEPRECIATION AND DEPLETION OF PROPERTY
FOR THE YEARS ENDED APRIL 30, 1979 AND 1978

BUILDINGS,
MACHINERY,
-AND
DEPOSITS EQUIPMENT TOTAL

Balance, May 1, 1977.......... $1,203,000 $57,411,000 $58,614,000
Provision charged to income*.. 166,000 8,108,000 8,274,000
Retirements or sales.......... (1,580, 000) (1,580,000)
Balance, April 30, 1978....... 1,369,000 63,939,000 65,308,000
Provision charged to income *. 174,000 8,472,000 8,646,000
Retirements or sales.......... (158,000) (1,048,000) (1,206,000)
Balance, April 30, 1979....... $1, 385,000 $71,363,000 $72,748,000

*Computed using the following estimated useful lives:

Years
Buildings.................... 5-50
Machinery and equipment...... 2-25

NOTE - The cost of properties sold or otherwise disposed
of and the related accumulated depreciation are
eliminated from the accounts at the time of
disposal, and any resulting gains or losses are
included in income.




SCHEDULE XII

CALIFORNIA PORTLAND CEMENT COMPANY
AND CONSOLIDATED SUBSIDIARIES

PROVISIONS FOR PLANT SHUTDOWN COSTS
FOR THE YEAR ENDED APRIL 30, 1979

ADDITIONS
(CHARGED TO
BALANCE AT  OTHER BALANCE AT
DESCRIPTION MAY 1, 1978 EXPENSES) DEDUCTIONS APRIL 30, 1979

Provision for
anticipated cost
to be incurred
during the
shutdown period
of California

Cement Shake
Co., Inc. $ 728,000 $ 728,000

Provision for
anticipated cost
to be incurred
during the
shutdown of the
Fremont Plant
of Pacific

Prestressed
Products, Inc. 1,574,000 1,574,000

$2,302,000 $2,302,000




SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

FORM 11-K
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ITEM 1.

ITEM 2.

ITEM 3.

ITEM 4.

ITEM 5.

SALARIED EMPLOYEES SAVINGS PLAN OF
CALIFORNIA PORTLAND CEMENT COMPANY

CHANGES IN THE PLAN

The only changes in the provisions of the Plan during
the fiscal year ended April 30, 1979 were to ccnform it to
recent changes in requirements of ERISA and the Internal
Revenue Service.

CHANGES IN INVESTMENT POLICY

There were no changes during the fiscal year ended
April 30, 1979, with respect to the kind of securities or
other investments in which funds held under the Plan may be
invested.

PARTICIPATING EMPLOYEES

At April 30, 1979, 301 employees were participants in
the Plan.

ADMINISTRATION OF THE PLAN

(a) The following shows the name and address of each member
of the Administrative Committee which administers the Plan
and all offices held by each such person in the issuer,
California Portland Cement Company:

Name Address Offices with Issuer

J. Randolph Elliott 800 Wilshire Blvd. Vice President and
Los Angeles, General Counsel
California 90017

Albert B. Culver 800 Wilshire Blvd. Secretary
Los Angeles,
California 90017

R. E. Davis, Jr. 800 Wilshire Blvd. Technical Director
Los Angeles,
California 90017

(b) No administrator of the Plan received any compensation
from the Plan for his services in such capacity during the
fiscal year ended April 30, 1979.

CUSTODIAN OF INVESTMENTS

(a) Security Pacific National Bank, 333 S. Hope Street,
Los Angeles, California, acts as custodian of the securities
and other investments of the Plan.

(b) Security Pacific National Bank received no compensa-
tion from the Plan for its services as custodiar for the
fiscal year ended April 30, 1979. Such compensation is
paid by the issuer, California Portland Cement Company.

(c)‘ No special bond has been furnished by the custodian.



ITEM 6.

ITEM 7.

REPORTS TO PARTICIPATING EMPLOYEES

Each new participant of the Plan during the fiscal
year was furnished a copy of the most recent Prospectus

dated December 1, 1978 which contains information as to
the Plan.

On or about May 10, 1979, each participant was furnished
with a Statement as to his or her individual account under the
Plan as at April 30, 1979. No other general report respect-
ing the Plan was furnished to participants.

Each participant also receives the Annual Report and

other reports furnished to shareholders of California Portland
Cement Company.

FINANCIAL STATEMENTS AND EXHIBITS

(a) Financial Statements of the Plan:

Statement of Financial Position, April 30, 1979
and 1978.

Statement of Income and Changes in Plan Equit
for the years ended April 30, 1979 and 1978

Notes to Financial Statements.

Opinion of Independent Certified Public Accountants.

(b) Exhibits - None.



SALARIED EMPLOYEES SAVINGS PLAN OF
CALTFORNIA PORTLAND CEMENT COMPANY

STATEMENT OF FINANCIAL POSITION
APRIL 30, 1979 AND 1978

1979

1978

PLAN ASSETS

Investment in 135,330 and 133,240
shares of California Portland
Cement Company common stock at
quoted market wvalue ($46.50
and $28.25 per share) at
April 30, 1979 and 1978;
cost, $2,671,970 and $2,300, 665
at April 30, 1979 and 1978

(Note 1) ...,

Cash and other assets...............

Total Plan Assets.........

LIABILITIES AND
PLAN EQUITY

Liability for employee withdrawals. .

Plan equity (including unrealized
appreciation of $3,620,875 and
$1,463,365 as of April 30, 1979
and 1978 on investment in
California Portland Cement
Company common stock)............

Total Liabilities
and Plan Equity.........

See accompanying notes to financial statements.

$6,292,845

20,910

$3,764,030

20,315

$6,313,755

$3,784,345

$ 611,396

5,702,359

$ 156,478

3,627,867

$6,313,755

$3,784,345




SALARIED EMPLOYEES SAVINGS PLAN OF
CALIFORNTA PORTLAND CEMENT COMPANY

STATEMENT OF INCOME AND CHANGES IN PLAN EQUITY
FOR THE YEARS ENDED APRIL 30, 1979 AND 1978

1979 1978
INVESTMENT INCOME :
Interest on U. S. Government bonds......... S 28
Cash dividends from California Portland
Cement Company common stock.............. $ 238,911 191,228

Unrealized appreciation of investment in

California Portland Cement Company

common StoCK.......... .ttt 2,157,510 1,368,122
Realized appreciation on withdrawals of

California Portland Cement Company

common stock determined on an average

COSEt basis........oi e 255,590 105, 644
Total investment income............ 2,652,011 1,665,022
CONTRIBUTIONS:
Participating employees.................... 375,586 313,661
Participating employers (net of forfeitures
of $6,073 and 56,709 in 1979 and 1978)... 181,720 150,122
Total contributions................ 557,306 463,783
WITHDRAWALS - Based on quoted market value:
In cash. ... i, (65,735) (74,529)
In California Portland Cement Company
common stock........... et (457,694) (246,759)
Unpaid.. ... ... .. (611, 396) (156,478)
Total withdrawals.................. (1,134,825) (477,766)
INCREASE IN PLAN EQUITY......c'ovvermnennnn... 2,074,492 1,651,039

PLAN EQUITY - BEGINNING OF YEAR (including
unrealized appreciation of $1,463,365 and
$95, 243 as of May 1, 1978 and 1977)........ 3,627,867 1,976,828

PLAN EQUITY - END OF YEAR (including
unrealized appreciation of $3,620,875 and
$1,463,365 as of April 30, 1979 and 1978).. §5,702,359 $3,627,867

See accompanying notes to financial statements.




SALARIED EMPLOYEES SAVINGS PLAN OF
CALIFORNIA PORTLAND CEMENT COMPANY

NOTES TO FINANCIAL STATEMENTS

1. INVESTMENT PROGRAMS

Under provisions of the Salaried Employees Savings Plan of
California Portland Cement Company (''the Plan"), participating
employees prior to July 18, 1979, could elect to have their
contributions invested by the Trustees of the Plan in one of the
following ways:

a. 100% in debt obligations issued and fully guaranteed
by the government of the United States;

b. 100% in the common stock of California Portland
Cement Company (the 'Company").

Effective July 18, 1979 employee contributions +*o the Plan
will be invested entirely in the Company's common stock.

There were 301 and 285 employees participating in the Plan
as of April 30, 1979 and 1978, respectively.

Company contributions are invested in common stock of
the Company. Contributions by source for the years ended April 30,
1979 and 1978 are as follows:

1979 1978
Company Employee Employer Employee Emplover
California Portland Cement Company $311,830 $152,557 $249,348 $119,596
Pacific Prestressed Products, Inc. 31,868 15,224 34,018 15,919
Arizona Sand and Rock Company 25,845 12,897 24,295 12,075
California Cement Shake Co., Inc. 6,043 1,042 6,000 2,532
Total $375,586 $181,720 $313,661 $§150,122

2. FEDERAL INCOME TAXES

The trust created pursuant to the Plan is not subject to
Federal income taxes since it is a qualified trust which is
exempt from such taxes under certain provisions of the Internal
Revenue Code of 1954 as amended. Participating employees are
not subject to Federal income taxes on the Company's contri-
butions, or on income accruing to their accounts, until they
withdraw from the Plan.

3. EXPENSES

Expenses relating to the purchase or sale of investments
are added to the cost thereof or deducted from the proceeds
thereof, respectively. All other costs and expenses incurred
in connection with the administration of the Plan are borne by
the Company.




Deloitte
Haskins+Sells

One Wilshire Building

Los Angeles, California 90017
(213) €28-8282

Telex €74922

OPINION OF INDEPENDENT CERTIFIED PUBLIC ACCOQUNTANTS

Administrative Committee of the Salaried Employees
Savings Plan of California Portland Cement Comrany:

We have examined the statements of financial position of the
Salaried Employees Savings Plan of California Portland Cement
Company as of April 30, 1979 and 1978 and the related state-
ments of income and changes in plan equity for the years then
ended. Our examinations were made in accordance with generally
accepted auditing standards and, accordingly, included such
tests of the accounting records and such other auditing pro-
cedures as we considered necessary in the circumstances, in-
cluding confirmation of securities held in trust at April 30,
1979 and 1978 by correspondence with the trustee.

In our opinion, the above-mentioned financial statements
present fairly the financial position of the Salaried Employees
Savings Plan of California Portland Cement Company at April 30,
1979 and 1978 and the results of its operations for the years
then ended, in conformity with generally accepted accounting
principles applied on a consistent basis.

Yoyl Hrantns # it

July 18, 1979



CALIFORNIA GENERAL CORPORATION LAW

§317. INDEMNIFICATION OF AGENT OF CORPORATION IN
PROCEEDINGS OR ACTIONS

(a) For the purposes of this section, "agent" means any person
who is or was a director, officer, employee or other agent of the
corporation, or is or was serving at the request of the corporation
as a director, officer, employee or agent of another foreign or domestic
corporation, partnership, joint venture, trust or other enterprise,
or was a director, officer, employee or agent of a foreign or domestic
corporation which was a predecessor corporation of the corporation or
of another enterprise at the request of such predecessor corporation;
"proceeding' means any threatened, pending or completed action or
proceeding, whether civil, criminal, administrative or investigative;
and "expenses' includes without limitation attorneys' fees and any
expenses of establishing a right to indemnification under subdivision
(d) or paragraph (3) of subsidivision (e).

(b) A corporation shall have power to indemnify any person who
was or is a party or is threatened to be made a party to any proceeding
(other than an action by or in the right of the corporation) by reason
of the fact that such person is or was an agent of the corporation,
against expenses, judgments, fines, settlements and other amounts
actually and reasonably incurred in connection with such proceeding
if such person acted in good faith and in a manner such person reason-
ably believed to be in the best interests of the corporation and, in
the case of a criminal proceeding, had no reasonable cause to believe
the conduct of such person was unlawful. The termination of any
proceeding by judgment, order, settlement, conviction or upon a plea
of nolo contendere or its equivalent shall not, of itself, create a
presumption that the person did not act in good faith and in a manner
which the person reasonably believed to be in the best interests of
the corporation or that the person had reasonable cause to believe
that the person's conduct was unlawful.

(c) A corporation shall have power to indemnify any person who
was or is a party or is threatened to be made a party to any threatened,
pending or completed action by or in the right of the corporation to
procure a judgment in its favor by reason of the fact that such person
is or was an agent of the corporation, against expenses actually and
reasonably incurred by such person in connection with the defense
or settlement of such action if such person acted in good faith, in
a manner such person believed to be in the best interests of the
corporation and with such care, including reasonable inquiry, as an
ordinarily prudent person in a like position would use under similar
circumstances. No indemnification shall be made under this sub-
division (c¢):

(1) In respect of any claim, issue or matter as to which such
person shall have been adjudged to be liable to the corporation in
the performance of such person's duty to the corporation, unless and
only to the extent that the court in which such action was brought
shall determine upon application that, in view of all the circumstances
of the case, such person is fairly and reasonably entitled to indemnity
for the expenses which such court shall determine;



(2) Of amounts paid in settling or otherwise disposing of a
threatened or pending action, with or without court approval; or

(3) 0f expenses incurred in defending a threatened or pending
action which is settled or otherwise disposed of without court approval.

(d) To the extent that an agent of a corporation has been success-
ful on the merits in defense of any proceeding referred to in sub-
division (b) or (c) or in defense of any claim, issue or matter therein,
the agent shall be indemnified against expenses actually and reasonably
incurred by the agent in connection therewith.

(e) Except as provided in subdivision (d), any indemnification
under this section shall be made by the corporation only if authorized
in the specific case, upon a determination that indemmification of the
agent is proper in the circumstances because the agent has met the
applicable standard of conduct set forth in subdivision (b) or (c), by:

(1) A majority vote of a quorum consisting of directors who are
not parties to such proceeding;

(2) Approval of the shareholders (Section 153), with the shares
owned by the person to be indemmified not being entitled to vote
thereon; or

(3) The court in which such proceeding is or was pending upon
application made by the corporation or the agent or the attorney or
other person rendering services in connection with the defense, whether
or not such application by the agent, attorney or other person is
opposed by the corporation.

(f) Expenses incurred in defending any proceeding may be advanced
by the corporation prior to the final disposition of such proceeding
upon receipt of an undertaking by or on behalf of the agent to repay
such amount unless it shall be determined ultimately that the agent
is entitled to be indemnified as authorized in this section.

(g) No provision made by a corporation to indemnify its or its
subsidiary's directors or officers for the defense of any proceeding,
whether contained in the articles, bylaws, a resolution of shareholders
or directors, an agreement or otherwise, shall be valid unless consis-
tent with this section. Nothing contained in this section shall
affect any right to indemnification to which persons other than such
directors and officers may be entitled by contract or otherwise.

(h) No indemnification or advance shall be made under this
section, except as provided in subdivision (d) or paragraph (3) of
subdivision (e), in any circumstance where it appears:

(1) That it would be inconsistent with a provision of the
articles, by laws, a resolution of the shareholders or an agreement in
effect at the time of the accrual of the alleged cause of action
asserted in the proceeding in which the expenses were incurred or
other amounts were paid, which prohibits or otherwise limits indemnifi-
cation; or
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(2) That it would be inconsistent with any condition expressly
imposed by a court in approving a settlement.

(1) A corporation shall have power to purchase and maintain
insurance on behalf of any agent of the corporation against any
liability asserted against or incurred by the agent in such capacity
or arising out of the agent's status as such whether or not the
corporation would have the power to indemnify the agent against such
liability under the provisions of this section.

(J) This section does not apply to any proceeding against any
trustee, investment manager or other fiduciary of an employee benefit
plan in such person's capacity as such, even though such person may
also be an agent as defined in subdivision (a) of the employer
corporation. Nothing contained in this section shall limit any
right to indemnification to which such a trustee, investment manager
or other fiduciary may be entitled by contract or otherwise, which
shall be enforceable to the extent permitted by applicable law other
than this section.





