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On the cover: Mobil people at
work worldwide. Their energy
and imagination are assets
common to all our businesses:
integrated petroleum, chemicals,
mining and mnerals, retailing
and real estate.

Annual meeting
The annuai meeting of stockholders will be heldon Thmdgsty*I&:
at 10 a.m. in The Pointe at South Mounzam. Phoanx, An'ibé: 8504#.

Genaral information .
Stockholders with general questions orcommq:_zggnay vmtetbe' -

Secretary, Room 9w 0006, Mobil Corpm-ahmrlm‘gastm%ec:,
New York, New York 10017-5666 or te!ephom Z s

\“'

Security analysts and investors s
company may contact Fred Halpeen,
Corporation, 150 East 42nd Street;
or telephone 212-883-4781.

Stockhoider records .
Inquiries relating to stockholder mam‘&,
ownership and change of address should be:

distiedts TheClase
Manhattan Bank, N.A., mmmmug.mm

311, Bowling Gm&wm&w?atrhmtﬁ&m
holders may call our toll-free telephone num.bet, 1~80!1~648~9291.

enable them to increase their holdingsin Mobitstock atammmmm
cost. Mobil pays all service feaandcommmsmaawbmsmckﬁolder&
automatically reinvest dividends to buy mare stock. Onceamﬂcd;
stockholders can make additional investments of up-to $3,000z
month. For further information, please write toThe ChaseManhattan
Bank, N.A., Dividend Reinvestment Services, BO, Bm:283;Bawlmg
Green Station, New York, New York 10274.

Ticker symbol

The New York Stock Exchange ticker symbol for Mobil is MOB.
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\ summary of Mobil's recent performance

1987 1986 1985
REVERUES (MUIIONS) . .o oottt ettt ettt e e e et ie et e ettt e rcas s $56,716 $49.865 $60.609
NELINCOME ™ (HUIIONS) .. oo e e e e et ettt e 1.258 1.407 1,040
Per share (based on average shares outstanding) .........ccovviiiiiiiniiiiiiiieiiiiin 3.06 3.43 2.35
Return on average shareholders’ eqQUItY «...veevivrerrer ettt 7.9% 9.6% 7.5%
Returnonaverage capitalemploved ..o e 7.7% 8.3 7.0%
‘ncome perdollar Of TEVENMUE. ......uuvet ettt et et ir s aaaas 2.2¢ 2.8¢ 1.7¢
Petroleum earnings per gallonsold..........cooiii i 3.3¢ 4.7¢ 4.9¢
Total assets, Year-end (Mullions). .. ....oouvreureeei it s $41,140 $39.412 841,752
-apital expenditures. exploration,
and other OUTIAYS (MEllions) ..ot et 2,942 3,003 3.513
Shareholders’ equity, Year-end (mullions) . ......ooueeeeeeiei ittt e eaaas 16,783 15,239 14,089
Per share (based on shares
OULSIANAING QEYEAr-€Nd). .. vveii e it e it 40.80 37.28 34.50
\umber of shares outstanding,
VEAT-CNA (FROUSANAS) .ttt e ettt e e e et ettt aiaanaeenaees 411,359 408.732 408.351
Number of shareholders. vear-end...........ooooiiii i e 246,800 260.800 268.600

icincame tor 1386 included the 150 milhion loss on sale or Contamer Corporation ot America. Income for 1985 incinded the 3508 muilion provisiun wor restruciuring ot Montgome rv dard
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Nineteen eighty-seven was 3
vear of mixed results. On the
olus side, Mobil increased
hyvdrocarbon production and
sales of both petroleum and
chemical products. Operating
=fficiencies were further
improved. Earnings increased
inour “‘upstream’’ business—
exploration and producing
-E&P). Mobil Chemical had
record earnings for the
second vear in a row. So did
Montgomery Ward.

On the minus side, earn-
:ngs declined sharply in the

“downstream’’ business—petro-

‘eum refining, marketing, sup-
iy and transportation. Also.
the U.S. 1986 Tax Reform Act
reduced Mobil’s 1987 earnings.
These factors more than offset
uains elsewhere.

Overall, earnings fell to
31.258 million. This wasa
drop of 3149 million—3299
million excluding the 1986
.0ss on the sale of Container
Corporation.

A vear ago. we predicted
fownstream earnings would
Je below the high levels of
1986. But the decline was
-teeper than expected. Why?

Basically, industry prod-
:ct prices didn't keep up with

fne recovery in crude prices;
“his was particularly true in
Zurope, where both crude and
sroduct inventories were too
arge. While the downstream
iid well in Asia and Africa and
~hile U.S, results improved in
he second half of 1987, Euro-
>ean earnings were depressed
2t the entire vear. The prob-
=m in Europe was industry-
vide. and competitors gener-
:dly didn’t fare any better than
«lobil. Conditions should
Yerefore improve. but we're
1ot sure how quickly.

Let’s turn now 7. the
w0d news:

B Fven though we weren'

R |

hough earnings were
down, we had lois of good news—
espedially in our exploration and
producing and chemicais business

happy with downstream eara-

ings, our competitive posiuon
is good—and getting better,
We continue 10 upgrade

olr refnteries W0 manuliaclure

ogremim gasoiine and

ﬁb‘nc"-":\ -\ﬁg‘ixmn?~x o

dien. wiCLTL

oroects ot -ur Beaumont,
Texas. ané Pausbors, New

Jersev. refineries and at the
Woerrh refinery in Germany.
A major project i3 under way
at Torrance. Califora. and
We dTe 2,anning ves:
10 severai other refinertos.,

in
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{aster than industry's. This
should continue. due o both
the high quality of vur prod-
ucts and our successiui pro-
gram 10 modernize service
stations. We're less than half-
way through this moderni-
zation, 30 we expect more
gains in the future.

B Upstream’ earnings
surged by 69", In part. this
was because of higher crude
prices. But it was also because
we increased production and
cut costs. Earnings per barre!
produced remained among the
highest of major internationai
companies—and continue to
improve. And we remain
among the industry leadersin
reserve replacement—and in
finding and developing new
reserves for the lowest costs.

These strong resulis
reflect efforts to get the most
out of existing assets. For
example, improving per-
formance from existing fields
through *‘reservoir manage-
ment’’ will continue 10 add
both reserves and production
at very low cost.

We also sell reserves
where our investments don't
earn an adequate return, and
buy properties with high
potential in areas where we're
strong. Finally, in 1987, we con-
solidated our E&P organiza-
tions in the LS. and Canada ta
cut costs and manpower and
increase efficiency.

Our natural gas business
was a particular success »iory.
C.S. production was up
20", helped by a new gas-
marketing organization.
Overseas production
increased 16 . as addiuonal
capacity in [ndonesia con-
tributed to our Ane resuits.
Also, while the price of natural
2as was depressed in boih
Nor:h America and Europe
N he eariy partof 1987




=5 improved toward vear-
As thev continue to
rove, Mobil's earnings will
=fit more than most com-
es' since Mobii is strong in
:ral gas, partly because
operties we got in the
asition of Superior Oil.
We also made progress
vear in building for the fu-
-, Our wildcat drilling had
xtraordinarily high suc-
:ratio, and we're pleased
ynew acreage acquired in
:h America. Europe,

Looking ahead, we see
more good things from Mobil
Chemical: In January 1988 we
purchased a petrochemical
plant in Texas, adding 50% to
our U.S. capacity for ethylene.
Our researchers continue to
develop new and improved
products to meet the needs of
our Customers.

M Montgomery Ward's
specialty-store strategy is pay-
ing off. Its 1987 earnings of
$130 million were the best
ever, surpassing its 1986

‘nings
—
ihens o dollarss 1987 1986 Change
-troleum
LPSHEAM. . .ot 1,401 827 574
Downstream ................ 202 1.299 (1.097)
wemical ..., 300 140 160
wporate and other ........ (180 228 48
:t financing expense...... (595) (587) (8)
abil before
Montgomery Ward........ 1,128 1,451 (323)
mtgomery Ward .......... 130 106 24
come before
Special Provision......... 1,258 1.557 (299
ecial Provision ........... — (150 150
‘tincome................... 1.258 1.407 (149)
sy an sale of Contarner Corporation ot Amersca tn 1986,

:ca and Asia. This acreage,

1g with our already large

wrce base. provides strong
sortunities for the future.

¥ Last vear's report called
il Chemical a company

1 great promise—and that
- an understatement. Qur
-icated plastic and spe-

ty products had record

2s. Tighter petrochemical
ustry supply/demand and
rrading of our product mix
sted earnings for poly-
vlene and polystyrene. Our
1-venture petrochemical
at m Saudi Arabia became
ncome contributor. Mobil
~mical more than doubled
earnings—and the previous
.rwasitself a record.

record. Also, Montgomery
Ward improved its financial

flexibility and gained a higher
credit rating from Moody's [n-
vestors Service, while paying
its first dividend to Mobil since
1979. We expect further im-
provements as Montgomery
Ward continues converting
existing stores to the specialty-
store strategy and opening
new ones.

Investing in

our future

Now let's review some other
efforts to improve results:

In 1987 we sold another
$640 million worth of assets
that don't fit our long-term
future. This was l:e;'s_@qq in

s,
ok [
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preceding vears since we'd
already disposed of so much.
The largest item in 1987 was
the sale of our leasehold on
Mobil's headquarters in New
York, which will cover the
cost of relocating to our new
corporate headquarters in
Fairfax, Virginia. This relo-
cation will ensure lower
operating costs and greater
organizational efficiency.

We also continued to re-
duce debt, cutting $642 mil-
lion in 1987. That brought the
debt-to-capitalization ratio
down to 34%—way below the
49Y% three vears ago and near
the 33% we had before buying
Superior in 1984.

Headcount continued to
shrink as we further improved
our organizational structure
and productivity.

Mobil put about $3 billion
into capital and exploration
programs in 1987—about the
same as in 1986. In 1988
spending will probably in-
crease slightly. [t's important
to emphasize that Mobil has a
large inventory of investment
opportunities that will be
profitable even if crude oil
prices don't increase above
318 in real terms—a conser-
vative assumption. We'll con-
tinue to balance investments
between programs that give
immediate benefits, such as
reservoir management and
service station upgrading, and
those that give us the strategic
strength to continue growth
through the 1990s.

Our goal is to be the best
possible. And we think we're
making real progress. This.
however, doesn’t mean we're
satisfied with recent earnings
or ates of return, or with
how much we’ve been able to
improve the value of vour
investment. While we can't do
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environment. [ want vou to
know that vour board recog-
nizes the need to improve
financial results and intends
to do so.

Mobil's people

Last vear marked the depar-
ture from our board of William
P Tavoulareas, president of
Mobil from 1969 1o 1984: Alan
Greenspan. who left Mobil’s
board upon becoming chair-
man of the Federal Reserve
Board: and Anthony J. F.
O'Reilly. Herbert Schmertz,
vice president, Public Affairs.
and Governor William W,
Scranton have announced
their 1988 retirements. Mobil
is today a stronger company
because of their contributions,
and they will all be missed.
Joining our board were James
E. Olson. chairman and chief
executive officer of AT&T, and
Robert G. Weeks, president

of Mobil Chemical. [ welcome
them.

As you look through this
report, you'll see some of the
people of Mobil. That's delib-
erate, because Mobil people
deserve recognition for the
imaginative ways they 've
found to improve performance
during difficult times. They
have done a good job.

Finally. a word to new
employees. When we recruited
you, we were looking for the
best. You are here because vou
have demonstrated excellence
and give the promise of more.
We are glad to have vou with
us. You've joined a vital indus-
try—and a company well
positioned for the promising
vears ahead.

sl /’/':

Allen E. Murray




Upstream” ' —exploration and

producing (E&P)—had an excel-

lent vear. Earnings soared to
$1.401 million. up 69% from

the very depressed level of 1986.

Higher crude oil prices
and our own improved opera-
tions fueled the recovery,
which remained strong despite
lower natural gas prices in
North America and Europe.

Mobil's earnings per
barrel of oil and gas pro-
duced remained one of the
best among the major oil
companies.

Production of equity oil
and gas—where Mobil has an
ownership interest—increased
6% on an oil-equivalent basis.
Oil was down a bit, mostly
because Nigeria’s production
was squeezed by tighter OPEC
quotas. Also, U.S. production
declined slightly. But natural
gasoutput was up 20% in
the U.S.—bolstered by our
expanded marketing efforts—
and was 18% higher world-
wide. Most of the increase
overseas came from Indonesia,
where the sixth production
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pstream, we hounced back
from 1986, with higher earnings,
new discoveries, more promising
acreage and rising natural gas sales

train has added 1.7 million
tons a year of liquefied natural
gas (LNG) capacity from the
Arun field.

We made considerable
progress on projects that will
bring on new capacity in 1988.
The first phase of the Edop
field development in Nigeria
went on stream late in 1987
and will build to about 20.000
barrels a day. And construc-
tion nearing completion at
Arun will add 1.6 million tons
a vear of liquefied petroleum
gas for sale to Japan beginning
in 1988.

We replaced 95% of our
U.S. oil and gas production in
1987 with new proved reserves,
holding our domestic proved
reserves essentially flat. World-
wide, our reserve replacement
was down because we delayed
development of several large
overseas discoveries until we
feel more confident about
prices. Once development
plans are firm, these hydro-
carbons will be added to our
inventory of proved reserves.

Overall, our fine results

—
At oider delds such as Salt Creek
Jield i West Texas, a program of
new waler-injection wells 1s help-
mg to :mcrease production. This

HyT T

were consistent with our strat-
egies, which we spelled out
in last vear's report:

Strategy: Explore for fields
with larger potential
Exploration efforts once again
were successfulin 1987 We
found hvdrocarbons in over
40% of the wildcat wells we
drilled—an exceptional suc-
cess rate. There were discov-
eries in nearly all of our major
operating areas: the U.S..
Canada, the North Sea,
Europe, West Africa and
Indonesia. Among the most
significant were:

B Discovery of the wholly
owned Camelot field in the
U.K's southern North Sea gas
basin. And over the past two
vears, Mobil has participated
in the discovery of a number of
fields adjacent to the Bervl and
Northwest Hutton fields in the
U.K. The Ness field near our
Bervl field was the first of
these to be brought on stream.
Capitalizing on subsea pro-
duction technology and the
Beryl facilities already in

and other techniques are part or
a worldw:ide reservoir manage-
ment efiort that has added
dramatically to vur reserzes.

n37701

place, production began in
August 1987, at 10,000 barrels
of oil a day, just 16 months
after the field’s discoverv—a
record for the North Sea.

B Offshore Norway, two
significant discoveries—gas/
condensate in the Halten-
banken area and an oil and gas
discovery in the North Sea.

W In Nigeria, two large oil
field discoveries, as indicated
by test rates of up to 6.000
barrels of oil a day.

B Offshore in the Guif of
Mexico, three fields—Ewing
Bank blocks 915 and 944 and
South Timbalier block 260.

In 1987 we also acquired
a substantial amount of prom-
ising acreage—including 48
blocks in the Gulf of Mexico,
five in the U.K. North Sea and
seven in the Norwegian Bar-
ents Sea. We also acquired
new acreage in Indonesia. And
we established a land position
in Zambia.

Several of these acquisi-
tions, such as those in deep
water in the Gulf of Mexico. the
Norwegian Barents Sea and
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onshore Africa, are consistent
with our increased emphasis on
irontier plavs that give us the
chance of finding larger fields.

Strategy: Intensify the
application of technology
This strategy pays off both
short and long term. In the
short term. Mobil has signifi-
cantly increased reserves and
production in some fields
through *‘reservoir manage-
ment’'—a modern teamwork
effort to analvze how best to
increase the recoverable
reserves, production and
profits of these fields. One
major success story is the Salt
Creek field in West Texas.
where the proved reserves of a
field discovered in 1950 have
been increased by 30% through
the efforts of our reservoir
management teams. World-
wide, Mobil's large resource
base gives us the potential

to continue improving results
through the application of
new technology.

For the longer range, we
believe our technological
strengths give us an edge on
the competition in assessing
exploration acreage. We're
emphasizing new technologies
to help develop our substantial
heavy oil reservesin the U.S.
and Canada. We'll aiso stress
enhanced oil recovery tech-
niques such as injecting car-
bon dioxide into our older oil
fields to increase production
and recoverable reserves.
Mobit owns a 41" share in
one of the largest and lowest-
Cost sources of carbon dioxide
in the U.S.—reserves that
will add 20 our future profis.

Strategy: Expand noturel
gas marketing

This strategy has reajly paid
Off jor us since we resiruc-

wured our U5 sas-marketing
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organization so we could sell
gas to the consumer and local
distribution companies rather
than just to pipeline trans-
mission companies. Last vear
we increased sales volumes by
20", while industry was
about fat.

Overseas. we're also cap-
italizing on our strong posiion
in natural gas. We're nego-
tiating contracts to commit
our reserves recently discov-
ered in the North Seaz. In
Indonesta. we benefited from
increased safes of LNG from
the Arun neld o Pacific Rim
Countries.

Yrategy: {oniinue o
.arove sHiciency

Jur redoubled #fforts tuox

severd: directiuns in 1987 We

combined three U5, afiliates

DI IS b DA B
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agr urad:ar aDeTaons In
Cabgary, We gm0 restructured
OUF LechROIOE Y- SUPPOrT Zrnup
in Dadas ro faciiitate e use
and “ransier oI :‘L:‘.rnlmzj.'
around the world, These steps
HIPTOve JOMMUMCation a nd
producivity and reduce head-
Jount. Over the past Iwn vears
the E&P workiorce has heen
reduced by 22%,

We are aisoumproving
our effictency by consolidating
our North American produc-
ing operations. We're selling
assets that are small or is0-
lated and buying assets with
high potential in areas where
we're aiready a major partic-
ipant—thus reducing everhead.
During 1987 we sold an inger-
astin 499 fieids and mcreased
our position in 27 others. This
strategy ImMproves our profi-
ability and cash flow. And ¢
focuses manpower on the
fields where we have the great-
est potential. We expect 1o do
even better in 1988.

P TN

Future prospeds

Our capital and exploration -
vestment programs Continue
to balance short-term goais
against long-term strategic
abjectives. During the next
few vears, we expect our :n-
vestment program o enabie us
1o continue increasing hyvdro-
carbon production. And Wi
aresource base that’s much
larger han our proved re-
serves, we have 11 ead" recoy-

nppor:un itie S'H t .u! RIS s
sToduCTion Sver the onger
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'e outperformed most
downsiream competitors in a

tough year for indusiry—and we're
building for hetter times ahead

Serriee siatons with e new
Pegasus 21 design. nupermrmmng

-xpeetaiions o the S are now

wgrading the Medil neluwork
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Earnings “downstream’ —
marketing and refining

t M&RY), supply and trans-
portation—iell 84 from the
high levels of 1986 to 5202
mitlion. Here's why:

First. vou'li recall that:n
1986 crude aii prices feil
faster than product prices.
This boosted downstream
profit margins. But in 1987
the opposite occurred: Crude
prices rose more rapidly than
product prices, thus squeeziny
profit margins. Also. indusiry
was hurt by surplus product
inventories carried over into
1987, Finally, refineries world-
wide overproduced from
readily available crude sup-
plies. Allin all, these factors
depressed margins in 1987,
particularly in Europe and. iz
least for the first half of the
vear. in the U.S. However, U3,
M&R earnings improved to
$104 million in the second
half from 319 million in the
first half.

Mobil performed better
than most in a year when
industry-wide M&R profitz
were way down. Worldwide,
our operating profits were
above the industry average. i:
the U.S., we have been closin.
the gap between Mobil and
our major Competitors over
the past few vears, and in 19x
our profitability was above
average for this same group
companies. Internationally.
Mobil remains one of the top
competitors in terms of
earnings per barrel of procu
sold. Mobii is a top performe:
in he Far East and Pacinic
as well as in many European
couniries. But we're stillno
sausied with the profs .o
some »f out European
affiiates and we have :peds
DrOZrams 10 IMPrave T
Tesllls

Thefacr na we L2tc
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“er AR many ther companie
‘S enoauragIng for e futire.
These Iamparisons sugges:
nat Moni s cemipetitive witn
“he best i our ndustry,

Yet berng competitive today
joesn’t mean we can relax.
After all. our competitors ar
4ls0 Aghung o increase Her
orofits. 3o here's what we're
doing £o get even betier:

More efficient

refineries

[n last vear's annual repor: e
said. “'Inrefining, a great Jea,
of attention has been focused
in recent vears on clusing un-
competitive fcHites. Today™
job 1s to concentrate on Mak-
Y OUr rematning renneries
even more eficlent and
profitable.” Let's review how
we're coming along,

{n 1937. based on nur
analvsis, five of Mobil's world-
wide refineries were the hes:
or competitive with the best.
their geographic area. In five
other refineries, we 100k 3tep
in 1987 to bring nur com-
petitive position closer %o e
top. At Torrance, Califorma.
major product-upgrading un:’
is well under way, which =il
make that refinery equal to or
better than any on the West
Coast. At Beaumont, Texas.
we initiated Two projects that
wiil produce substantia 52
more buDr:r {Unicaded sas
Sine. Also it Benumong and.
Paujsbore, New fersey we
compieted prorectsthat
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headcount 30%.

There are also plans to
further improve a/l of our
refineries. For instance. at
Pemref in Saudi Arabia. we're
now planning investments that
will add 17.000 barrels a day of
higher-quality gasoline and
increase gasoline octane levels.
We're also proceeding with
the Saudi government in a new
joint-venture lube refinery,
Luberef I1. At Corvton,
England, we've begun building
a new catalvtic reformer to
increase our ability to make
unleaded gasoline. In addition,
we've announced engineering
for a new hydrocracker at
Jurong, Singapore, that will
make the refinery much more
efficient and increase vields of
gasoline and high-quality
distillate to serve the growing
Far East market. And in the
U.S.. major upgrades and
improvements are projected
for the Paulsboro and Beau-
mont refineries. Although we
consider our refining network
to be better than most in the
industry, it's not as good as it's
going to be.

Our strategic market
We continued our worldwide
program of closing low-vol-
ume, inefficient service sta-
tions and of expanding with
state-of-the-art service sta-
tions in markets where we can
be at the top of competition.
Last vear, in the U.S.,
as part of our program to
increase efficiency, we com-
pleted withdrawal from gas-
oline marketing in all ot parts
of seven states. This brings to
20 the number of states from
which we've wholly or par-
tially withdrawn since 1981
Mobil is now concentrated in
32 key marketsin 16 states

.that 2eqquat for 35 ' of wur

38 Yasoline sales, and we

-n

continue to acquire well-
located properties that will
make us even stronger in those
strategic areas.

In 1987 Mobil's U.S. auto-
motive gasoline sales grew at
more than twice the rate of
industry—the third yearina
row in which we've increased
market share. Since 1984 our
gasoline market share in the
U.S. has grown from 5.6% to
7%. Overseas sales growth of
gasoline also outpaced indus-
tryv. And worldwide. in areas
where we market, we have an
impressive 10% share of the
profitable lubricants business.

We plan to get even bet-
ter as we continue to convert
our service stations to
the attractive and efficient
Pegasus 21 design, which has
boosted volumes wherever it’s
been introduced. Helped by
the strong performance of
these modernized locations,
we're among the industry
leaders in the U.S. Our aver-
age volume in stations where
we have an investment interest
has grown from 800,000 gal-
lons a year in 1984 to almost
1.4 million gallons in 1987.

Overseas, Mobil is among
the top competitors in many
countries, especially in the
profitable smaller European
and Pacific Rim countries
where we expect to see real
growth in demand. Our
ongoing service station
upgrading program is only
40% complete in the U.S. and
even less in some overseas
markets, so there’s pienty of
room to grow.

Also helping to set us
apart from the competition
are innovative products—ior
instance. our premium gas-
olines with detergent additives
that clean port fuel injectors.
[n 1987 U.3. sales of Super
Unleaded Plus were up 279,

ey

much better than the indus-
try’s 14" gain. In Japan,

our premium ygasoline sales
doubled after midyvear when
we introduced " Mobil F-1"" 1on
octane unleaded premium
gasoline. [n Europe. where
diesel fuel makes up one-
quarter of our service station
sales, our diesel detergent
additive helped boost volumes
bv 15%. And internationally.
sales of our industry-feading
Mobil 1% synthetic lubricant
increased a phenomenal 30¢ .
while industry lubricant

sales have generally been flat.
The success of Mobil 1 was
reflected in the Mobil-spon-
sored Williams racing team,
which won the Formula

One team championship

and finished one and two in
the Grand Prix Drivers
Championship.

QOur newest synthetic
lubricant now on the market.
Mobil AV 1 for aviation piston
engines, was developed in our
research laboratories—and
first used in the Vovagerair-
craft that flew around the
world non-stop without refue
ing. The Mobil AV 1 lubricant
has been recommended exciu
sively for Teledyne Conti-
nental’s new engine series
based on the Vovager engine.
We're also using Mobil’s cata-
lyst technology to produce
high-quality mineral oils to
meet the increasingly severe
performance standards of
today’s high-technology auto
mobile engines.

We lead the industry in
the acceptance of bank debit
cards for gasoline purchases
the U.S. and in many of our
European and Far Eastern
markets. During 1987 we
introduced a premium credi:
plus-debit card—zthe Mobil
"Plus” card—n the U3,

It offers cardhoiders more



benefits than similar plans of
other o1l companies.

In Europe. Mobil has
introduced a Diesel Club that's
attractive to operators of
truck feers, Credit cards is-
sued "0 customers may be
used i any of 15 countries and
billed in zhe currency of their
cholce, maxing i easier for in-
rernational carriers—and good
business for us.

More Hlexible supply

With oii-market volatility per-
sisung in 1887, Mobii has con-
Zinn ed 10 emphasize flexibilitv
in the suppiy 2f crude i and
setraleum products while
mantaining tgh
inveniories. We've zdapted bur
e

2ONLTOL Jver

DOWNSTREAM

' |

dite the movement of crudes
and products through the sys-
temn. Our worldwide trading
and sales operation has made
us more competitive in the
marketplace through timely
and economic purchases and
sales. And our marine fleet
operated with no vesseisin
iavup and at costs among the
lowest 1n the industry. By en-
zering into low-cost charters
for international irading,
vie've added flexibiiity 1o our
medium- 10 long-term cov-
2rage. In the U.S., we've aa-
wisted our Jeer of large barzes
1 the Northeast 10 be more
dexible and reduce overall
supsly 2osis.
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term. even though we were
concerned about market con-
ditions in 1987. And though
1987 did prove disappointing
downstream. we see that the
industry is already beginning
10 turn around. [n fact, in the
second half of the vear our
Susiness picked up—and
should continue to do well—in
:he U.S. and most areas over-
seas. The turnaround may
:ake longer in Europe where
there 15 still too much refinery
capacity. But aven there. the
:ong-term outlook ior our
industry can nrovide oppor-
-umities for efficient compa-
aies. Meanwniie, we're
making Zood prograss in
2nsuring -hat we become one
i *he most orofitable and 2f-

“rann mannars o mgriaracg
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0 Ine Susingss.

New computerized controf svsiem
itke this one at pur Jurong
refinery in Stngapore provide
quick-change flexibility oy ouer
refineries around the worid,
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CHEMICAL

An engineer at New York’s
s Macedon Technical Center
* lesting a base sheet for a new
. orented polypropylene (OPP)
« product. Stnce 1982, Mobil's OPP
. sales doubled, strengthening our
posttion as world leader.
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hemical earnings
soared—and we sirengthened our
lead in plastics and synthetic lubes
while launching more producis

Mobil Chemical had a record
vear in 1987, Earnings of $300
million were more than double
the 1986 level, which was
itself a record.

All divisions contributed
to this outstanding result. But
our U.S, and Saudi petrochemi-
cal operations recorded the
sharpest improvements. With-
out question, the whole pet-
rochemical industry benefited
from the tighter supply/de-
mand balance. For Mobil, the
higher margins and operating
rates meant record profits.

But an improved market
is only part of the story. The
larger share of our success is
due to our own initiatives that
in just a few vears have grown
from start-up into highly
profitable and rapidly expand-
ing enterprises.

More petrochemical
capacity
How are we growing? In petro-
chemicals, we added 50% to
our capacity for ethylene and
70% to our capacity for pro-
pvlene when we bought an
existing plant in Houston.
The Saudi Arabian com-
plex had another vear of fuil
operation and was well above
design capacity. With stronger
prices for its products in all
of its international markets.
this venture became consis-

tently profitable in 1987,

First in films

Our fabricated plastic prod-
ucts set records last vear:
Volume was up 5% and oper-
ating income grew 12% to
$111 million.

We continued to solidify
our position as the world's
largest producer of oriented
polypropylene (OPP) film. In
the past two years, we've
introduced new packaging for
coffee, microwaveable prod-
ucts and snack foods as the
latest applications for this ver-
satile film.

To keep pace with rapidly
growing demand. we've
continued to squeeze more
production from our six
manufacturing plantsin
North America and Europe.
And expansions are under
way in Stratford, Connecticut;
Brindisi, Italy, and Virton,
Belgium. Also planned for
mid-1989 is a plant expansion
in Belleville, Canada.

We're also the world's
leader in the pallet-wrap
stretch film that is used o pro-
tect a variety of loads during
storage. handling and ship-
ment. Saies of this product
have grown by more than 20%
in each of the past five vears.

With 1987 growth of 8%,
we continue 0 De the largest

supplier of plastic packaging

to supermarkets. We pioneere«:
the plastic grocery sacks that
now account for about 40% of
supermarket take-home bags.
And we continue to lead indus-
try, increasing our sales by
26% in 1987

We're excited about our
entry into the oriented poly-
stvrene (OPS) market. Our
new see-through containers
add to the sales appeal of a
wide variety of products now
available in supermarkets and
fast-food establishments.
Since the fourth quarter of
1987, our OPS production has
benefited from the start-up of
a major plant addition.

Sales of our Hefty® draw-
string bag, Cinch Sak?®, rose
by 22%. Building on this suc-
cess, we're increasing capacity
and introducing a new “‘Super
Cinch’ drawstring in 1988 as
part of our strategy of provid-
ing improved products in
response to consumer needs.

We are encouraged by
market tests of our new line of
Lustra™ premium gift wrap
made from our proprietary
OPPalyte™ film. Consumers
have been enthusiastic, and
we're sold out of this product.

Synthetic lube capacity
grows

Mobil Chemical already is the
world’s leading manufacturer
of synthetic lubricants. And bv
1989 we'll add more than 60«
to our capacity with a new
synthetic base stock plant at
Gravenchon in France. The
base stocks are used in formu-
lating premium automotive
and industrial synthetic
lubricants. including Mob! 1.
Growth of our chemical-
specialties business was also
spurred by record demand for
our fuel additives. sales of
whichincreased 19 «.
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Our proneering work with
zeolite catalysts continues to
pav off. The catalysis are used
‘or upgrading fuel products and
{or various chemical process-
es. Last vear, for the first time,
our ZSM-5 crystals were used
10 cut down on nitrogen oxide
emissions in stationary inter-
nal combustion engines. And
etforts are under way o extend
their use to power plants.

Qur long-term outlook
All signs point to another good
vear for Mobil Chemical in
1988: Added to a favorabie
industry outlook is our strong
market position in fabricated
plastics, our low-cost petro-
chemical operations and strong
new-product development.

The long-term outlook
is also encouraging. Petro-
chemical operating rates are
high, and markert growth
should stay even with—or sur-
pass—capacity additions. This
means we should continue to
experience attractive margins.

In plastics fabrication. we
expect more high growth
because our products, such as
our OPP films, have the super-
ior properties, attractiveness
and lower cost that should
enable them to keep on

R I replacing traditional materi-
R als. Asa result, our plastics
' businesses should continue to

: outpace the growth rate of the :
gross aational product. in Yanou. Satdi Araoia. the

Demand for our catalysts Yanpe: petrochemucat compiex
and syathetic iubricants raised el capacity &y 20°
should be boosted by increas- without stempeant addiconai
ing octane requirements for sneesment This s a Mobid
gasoline and the lubricant ant encure with Sauct Basic
requirements of higher-per- Indusiries

formance 2ngines.

In shorz, we're very opti-
mistic that the structural fac-
tars that made 1987 such g
2004 vear ‘or Mot Chemicas
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Leading technology
leads 1o profits

M e

THUN ever,

WhAL aets 10
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Ye applied technology to
the hottom line...scored u record
year in retailing...and achieved
new sucesses in other operations

SRTHETENAT
At the Dalles Resedrch Lab. @
geologist studies core sampies .
well Iogs srom Nigerias Osa dcin
which Mo 15 abowt to deveiop.
Core analvsis ts used i deternn
the craracieristics or & hvdroedy

reseryotr.

=ach area, we've reported how
R&E successes enriched our
hoitom Jqne 3gain iast vear.

dew proprierary seismic tech-
nique that’s a step bevond
conventionai procedures. We

ized image analysis, we learn
more abyut reservoir rocks
and thenuse \Iobii-de‘.'eloocr:

Theres m.c. Jse 1t 10 dentify which under- mathematical simulators 1o
In U3, patents received ground zeoiogical features dmerent procuc'mn
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tion wells. Older technology
pumped down air 1o feed the
iire. But we've developed spe-
clal, safe techmques io use
almost-pure uxvgen, reducing
the amount of pumping
required and lowering costs,
Our Arst field test, in South
Texas. increased o] recovery
by more than 504,

We've applied artificial-
intelligence computer concepts
to develop a well-planning and
early-warning monitoring sys-
tem that gives instant advice
to our drillers so they can
avoid potentially expensive
problems during drilling.

And our engineers. who
have the benefit of more
than 14 vears on North Sea
megaprojects, have stream-
lined design technology and
cut costs. For example, we
replaced a crude-loading
tower for 350 million Jess than
the original.

Zeolite catalysts are. like
silicon chips, the key element
in a sophisticated. lucrative

technology. The Vobil-patented

ZSM-3 catalyst has a wide
range of uses in the manufac-
ture of fuels, lubricants and
petrochemicals, Last vear the
number of Mobil and licensed
units using ZSM-3 technology
grew to more than 30. One of
our new catalvsts boosts gas-
oline octane, and we're getting
it ready for commercial appii-
cation. And we continued to
improve catalyst-manufactur-
ing efficiency at our Mobil
Chemical plant in Texas.
We're also applving ad-
vanced technology at Long
[sland’s Brookhaven National

Laboratories, where we're using

the world’s brightest source of
X-ravs 10 study catalvsis. The
molecuiar changes we observe
mav lead us to the catalysts of
the next Jecade—and hevond,
Aside from our unques-
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tioned leadership in synthetic
lubricants, we've added 1o our
advantage in mineral-oil lubri-
cants. Our researchers have
developed more new prod-
ucts—automotive, marine.
industrial—that work better
against sludge. wear and
intense heat. And our propri-
etary technology for additives
has made possible a new gen-
eration of mineral-oil greases.
the most versatile and durabie
i industry.

Last vear's successes
evolved Irom our steady com-
mitment 10 R&E. We've buiit—
and are sull building—our
rechnological advantage, using
the best formula around: the
Des DevPic pis Long-Term
commiiment 10 lechnica:

wxcellence, Ane thortrans

lates o profii.

paes———
I another Dallus Lab activity, a

technician tests wavs to fracture

: a rock sample. Fracturing isa
. hydraulic process that cracks

i
N

reservoir rock so otl and gas can

v fow more freely.

Montgomeary Ward

hits new highs
Montgomery Ward, Mobil’s
retalling subsidiary. had its
best year ever in 1987: Earn-
ings increased by 237 . from
the previous vear’s record.
The retaiier earned an
upygraded credit ratng and

said Mobii: ividend

A VER R

under way.

Resultsare i line with
Montgomery Ward'’s specialis
store strategy introduced “wo
vedrs ago. This strategy Meds
discontinuing unprotitable
merchandise lines and focus-
ing on aggressive retatling of
those lines in which the com-
pany could compete with the
best: apparel, home furnish-
ings, electronics and appli-
ances, and AIoMmotive pares
and service. [n each of these
four categories, Montgomery
Ward now otfers consumers 4
better value on a select groug
of name-brand items...items
like Michelin and Bridgeston-
tires. Sealy mattresses, May
tag and GE appliances, La-Z-
Boy recliners, Smith Corona
typewriters, Champion bat-
teries and NAPA auto parte..
In many of these brand-name
items, Montgomery Ward ha:
become the nation’s leadinz
retailer. Helping to build the

-companys market share are

aggressive advertising and a
strong commitment to cus-
tomer service.

The company has iocus-
its specialty-store retailing
strategy on key metropolita;
markets where it can benefi:
from economies of scale. In
1987 the Sacramento, Phoe-
nix. Las Vegas, Orlando and
Nortolk markets were con-
verted into specialty stores.
Several major markets, inci
ing Chicago. are scheduled:
conversion in 1988. Mont-
gomery Ward is also alling+
market voids with new stan
alone stores that seil jusi on
specialty merchandise cate-
gory. The specialty categar
have new names: Eleciric
Avenue. Home Ideas, Aut
Express and Goid "N Gems
The Appare! Store.

Where ~tores Jave -




Ward leases it to other re-
ailers whose merchandise
compiements its own, In some
cases, the renovated space :s
used 1o accommodate galleries
of specialty shops, called
Side Trips.” Elsewhere. mer-
Shandizers ke Tova 'R LS
SO IR & COOPeralive venitre
with Montgomery Wara and
‘@ase Htherwise unpronigble
space nside 4 tuil-ime
Montzomery Ward ztore.
Also under wav are
changes in Montgomery
Ward's distribution network

hat will result in fewer, more

E
Strong brand-name dentifica-
hon 1 a key ingredient i
Montgomery Wards specialty-
store strategy. Al this Auto
Express store in Virginia Beach,
ithe empiasis 1s an Michelin
and Bridgeswone ires—and
Mopri tubricanss.

rionai savings that will provide
the company with verv com-
patitive 1iSTribulion <osts,
Pownt-of-saie cash regis-
ers are being repiaced by 2
state-o{-the-art computerized

vice and siash oper-
;. The new Nixder?
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Nixdorf equipment.

These dramatic changes
have paid orf in the pubiic per-
ception of Montgomery Ward
—and on the botiom line,
Now, with an upgraded credit
rating from Moody s [nvestors
Service. Montgomery Ward's
financial periormance Jon-
THUES U DOK O Dromising,
The upyrading said Moody s,

sonbinue.”’
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Sugeiv upplies warldwide. b
Yunbu. Sandi Arabra. Trcfichters
stage a tudl-seale driil at Pomret
expart refine v, Mobd's ot
venture weth Petronum, the Suud:
national i ompany.
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and protecting workers witha
new computer system at our
Environmental Affairs and
Heaith Science Laboratory :n
New Jersey. It'sa worldwide
source for product safety and
heaith information. ane nf the
most comprehensive in the in-
dustry. We use 1t o develop
“aster, more detailed data lor
customers. Last vear it helped
i3 create new businessand
zxpand our market sharein
automotive and industria

gvery one Of
awarded the honer ¥ 2

serudcation:n

by
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industry sites, Mobil Chem-
ical’sinjury ar “ccident rates
were 83% o »an the man-
ufacturing inC..iry’s most re-
cent national average. This cut
©0sts, raised productivity and
reminded communities that

we're committed to plant satety.

Improved outlook for
Mining & Minerais
Last vear. the Mimng &
Minerals group posted a smail
prafit and 3 promising rite of
‘mprovement 1hat's expecied
o continue. The dhosphate
‘fertilizer business srength-
2ned. and 2oz sdies sel s
reenrL.

Phosphate fersiizer
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mines and over 135 million
tons of reserves.

In a court-approved »
tlement of a lawsuit, the 3
of Florida acknowledged ot
ownership of lands near ou
phosphate mining operatic
and withdrew damage cla::
against us for past mininy
this area, In return. we adr
10 convey 1o the state werl.

‘or oreservation and ceri
reciaimed ands for 2 pudt;
park.

Mobs

the 1op productivily rafes
the ULS. So despite soft -
W oHai ool impreand,
ume increlsed wer S0
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nesses, Mobils Texas uranium
operations were sold, as was a
portion of our shale holdings.

More growth for

Mobil Land

Reporting another good vear.
our land-development busi-
ness earned 327 million from
ongoing operations, a 13%
increase from 1986. We made
another 33 million in non-
-ecurring profits from bulk
sales of acreage.

Mobil Land Development
Corp. has 19 propertiesin
eight states. Two-thirds are
under development, mostly in
high-growth suburban areas of
cities like Atlanta, Phoenix.
Los Angeies, San Francisco
and Washington, D.C.

Our projects, which
range from strictly residential
to fully integrated residential/
commercial. contain over
20.000 dwelling units and 10
million square feet of commer-
cial space.

We continued to enhance
the value of raw land we ac-
quired within the past 10 vears.
We developed land-use master
plans, obtained zoning and
development permits, built in-
frastructure and prepared land
parcels for sale to builders.

As partnersin an Arling-
ton, Virginia. commercial
complex, we began construc-
tion on the second of three
office towers there.

We also worked on pre-
development of a town center
for our Reston. Virginia. pro-
ject. We acquired over 3,700
acres there in 1978.

Talent for fomorrow
We're continuing our broad-
based program 10 recruit. de-
ve_lop and retain the emplovees
who will assure our success 1
*he vears ahead,

Although our 1937 hiring

about matched 1986 levels. we
intensified our activities on
selected campuses so we could
succeed in a more competitive
environment.

The best companies, not
just the best oil companies.
are seeking high-quality re-
cruits from a limited college
supply. To gain an edge, we've
focused on early identification
of students in the disciplines
we need most—like chemistry,
engineering, geoscience,
finance and others.

As family demographics
change, so do emplovee needs.
We conducted a major study on
dual careers and relocation to
make sure our policies work
for our employees and keep us
competitive.

Our senior-management
development program for
women and minorities earned
a leadership award from the
national women's organization,
Catalyst. We were cited for our
“‘pioneering and visionary"
response to a recognized
need.

With these and other ini-
tiatives, we're driving hard to
develop and make use of each
employees full potential.

Communicating

with quality

Again last year, we took an ac-
tive role as a leading corporate
citizen.

We contributed to the na-
tional debate on issues that
affect our shareholders, our
industry and our country. We
communicated with govern-
ment and other opinion lead-
ers through our advocacy ad-
vertisements in the op-ed
sections of major newspapers.
We sought to sway opinions—
or at least provoke debate—on
vital issues such as trade,
raxes and the eavironment.

We also took our con-

cerns to Capitol Hill, where we
met with lawmakers and their
staffs to discuss such issues as
the trade bill and the Arctic
National Wildlife Refuge.

In support of our busi-
ness efforts, our cultural and
community programs helped
strengthen relations with the
governments and people of
countries where we operate.
For example. a Mobil-spon-
sored photographic exhibition
toured Hong Kong, Shanghai
and Beijing—giving us access
1o government leaders in
China. one of our expanding
markets.

We continued our spon-
sorship of Masterpiece
Theatre. Winner of 22 Emmys,
this series has earned us crit-
ical acclaim. customers and |
sharehoiders over its 17 sea-
30ns on pubiic tefevision.

—
Mobil-sponsored track and rield
svents—like this one in
Scandinavia—are tted in with
product markering.
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his section includes the five-year
finandal summary {see facing page), u finandial
commentary {puges 24-27), und the consoli-
dated financial stutements (pages 28-42)

RIS

. A sopiusticated viectronie

- compenications neticork hnks
waridwide Tnancial mmrmation
Dy acadyuarers acounmg

oy 324 4 e Jepariments n New rork,
R B4 /
7% e

T T e
. ®

The secnion aiso includes the reports of
management and of the certified public
accountants (page 43), and supplemen-
tary information on il and gas oper-
ations and on Mobils other resources
spages 1+4-51), The following comments
refer 10 selected items on the facing page.

® The price of Mobil stock at year-enu
1987 was only slightly below vear-end
1986, despite the market upheavai last
October.

B Dividends were maintained at 32,20
a share.

# Revenues increased 56.9 billion
reflecting increases in crude oil prices,
hyvdrocarbon production, and petroleum
and chemical product sales. Montgomery
Ward revenues also increased.

% Mobil’s net income before Mont-
gomery Ward decreased 3323 million
despite higher Exploration and Produc-
ing resulits and record Chemicai profits.
The overall decline reflected very com-
petitive refining and marketing condi-
tions, especially in Europe.

8 Montgomery Ward’s net income was
atarecord level.

B Net income as a percent of share-
holders’ equity and capital emipioved
declined because of lower earnings and
an increase in shareholders’ equity.

B Funds availabie from operations
remained at a strong 34.0 billion. Addi-
tional funds were available from asset
sales.

¥ Capital and Exploration expenditure
of 32.9 billion were essentially flat with
1986. The largest portion of these
expenditures continued to be directed
Exploration and Producing.

Balance sheet improved with debt
down and shareholders’ equity up. Share-
holders’ equity increased to 340.30:share

& Mobii's debt-10-capitalization rato
before Montgomery Ward was 327 ai
vear-end 1987, down from 36 " at yvear-
end 1986. For -otal Mobil Corporation.
the ratio was 34 - at vear-end 1937,
compared with 384 at vear-end 1926,




Five-year financial summary

s
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3 tn mtilons excedt ar peresiare amountst 1987 1986 1985 1984 1983
Year-End Market Price per Share ... .......co.vviiiviiieciniinin s e 3 394 S 404 3 30% 3 IT% s 218
Cash Dividends.... ........ cooovieeviinnne e e ereeereeiaeeiaeenaeeeeineer e n e a e 3 903 3 398 3 398 3 896 3 31n
As percent of net income 72% 654 36¢% Tin 54 -
1 111 £ O RO SRS 3 220 3 2.20 $ 220 3 220 3 20
REVEMUES ... ittt riiiiin it e s eer et erm e arr s cat et nr e e nr rar et a o $56,716 349.865 360.609 360.474 353.008
NECINCOME 1.t ettt na st en s s sas e e b e ar s n e e nns et araas oo $ 1,258  $ 14077 3 10407 3 1.268 3 1.503
Per share - based on average shares muSIQRAINGT ..o.oviiiiuiiieiiii i 3 .06 3 345 3 255 3 311 s 3.7
' Segment Earnings
U.S. Petroleum
Exploration and Producing .........coveeiiiiniiieiiii e e 3 361 3 @24 s 7 3 795 3 873
Refining and Mark@UnZ. ... eveirireeter e e ciciir s areaeeriaescae e e r e e e ra s 123 365 57 4) 179
1 PPN 184 341 373 791 342
Foreign Petroleumn
Exploration and Producing 1.040 851 1.082 952 340
Retining and Markelng..........ocovuuneeeiiinrrie e it e e e e e 79 934 176 38 234
e RSN 1,119 1.785 1.258 990 1,074
Total Petroleumi........o.oouiiiiri i e 1.603 2,126 2.131 1.781 1.917
CREmMICAL . ...oeuiiiin e e e e e e r e e e e e b e sre e r e ecnb e s 300 140 53 34 Rals
Corporate and Other ........coociunriciiii e r e aen e rrnenns (180) (228) (26) (138) 1166
Net Financing Expense (595) (587) (652) (462) (310
Mobil before Montgomery Ward......o.oeuueiiiii i 1,128 1.451 1.506 1.215 1.463
Montgomery Ward 130 106 42 53 10
Income before Special Provisions ..........ovveuiiiiiviiiviiniini e e 1.258 1.557 1.548 1.268 1.502
Provision for Montgomery Ward Restructuring........c...ccoovviunrriiiinicininiciin e, — — {508) — —
Loss on Sale of Container COrporation............coocivrinniieiuiimriinnerre s — (150 — — -
NEEINCOME .o vutiireeieieteeeeaeeserrae e eeentaran s ans e e rre s s arncaeserseeaa s sabasearaaaseanenanns $ 1.258 $ 1.407 $ 1,040 $ 1,268 3 1.503
Net Income as Percent of —
Average shareholders’ equity 7.9% 9.6% 7.5% 9.2% 10.3%
Average capital employed™ ..... 7.7% 8.3% 7.0% 7.9% 9.3
REVEIIUES . - ...ttt e tere et eeen e e teeeeaerasn e s e cuesreeeseranen teaeavasnaanaaenaanaeeenesneonssanenins 2.2% 2.8% 1.7% 2.1% 25,
Funds Available from Operations.........coccevvvviiiiiiiniiiiiiii $ 3,974 3 3,771 3 1,095 $ 3,727 3 3.724
Capital Expenditures, Exploration, and Other Qutlays ”.........ccccocoeeriiiiinicnns S 2,942 3 3.003 § 3.513 3 3.600 3 3.771
Balance Sheet Position at Year-End
CUITERL AS5ETS. . .- eeevueesinaeiun e et as i atnetcacmenenaesisetaarsascnsnaassasseaessssensantananases $11,410 $10.869 $12.,530 $12.383 311,390
Net properties. plants, and equipment 24,946 24,304 25,408 25,530 19.373
TOLBE ESSOLS . ..eiiienieiriiieennne i e e reee s s s rn e e ranna e aeanarnnns 41,140 39.412 41,752 41.851 35.072
Current Habilities........oooeiiiii i 10.897 10,432 12,383 11,961 16,313
Long-term debt and capital lease obligations ... 7.399 8.247 9.745 11.492 3,490
SharehOlders’ @QUILY .......ucvivenseeeeverneaensesserneenaaceearanareessraaannsinessassraneansannssnes $16,783 315,239 514,089 313.624 313.952
30 T £ O PPN $ 10.80 $ 37.28 3 34.50 3 33.42 3 34.30
Debt-to-Capitalization Ratio
Mobil before Montgomery Ward......coueeorrceuunereericerreniiie i e eem e 32% 36% 13% 47% 31
Total Mobil 34% 38% 1+4% 494 33

1) Income ror 1986 inciudea the 3150 mullion loss on saie of Container Corporation ot America. Income for 1985 included the 3508 mllvon provision jor restructuriny or Montgomery Meura
*21 Net income plus sncome applicaole to munortly interests plus mterest expense net of tax divided by the sum of qrerage shurehoiders’ equity. mnonily imferests, debl. ana capital lease

abligations,
*31 Includes capital expenditares of majority-owned compantes; excludes major acquisstions.
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Operating Highlights

1987 1986 1985 1984 1983

Net Undeveloped Oil and Gas Acreage tmilons of acres]
UnIEed SEALES. ..ottt e a e 7.1 7.8 8.6 9.1 8.7
Canada ..ottt 7.6 9.6 12.9 15.5 11.8
BULOD e et e 6.2 6.6 6.6 7.2 7.1
Other FOreIgn ATEaS L.ttt it e e et 23.5 20.7 30.7 26.7 4.2
Worldwide ......oviuitiiii i et a 14.4 44.7 58.8 58.5 61.8

Net Wells Capable of Producing

United States—O1l ..o e it 16,316 17.256 17.617 16.249 14,317
B O T P 4,033 4,365 4,336 4,101 3.369
Foreign 1| S PP 3,202 3.281 3.207 3,085 2317
e L2 I TN 1,118 1,096 1.069 1.046 460
Worldwide ..... U PPt 24,669 25,998 26,229 24,481 20.463

. Net Crude Oil and NGL Reserves (millons of barrels)

v URIted SEatES. . et e e es 1,024 1,014 1,036 1,040 855

TR 1T - O S PO P IO 287 306 312 329 232

PO EUIODE (o e s 391 431 472 507 490

. Other Fully Consolidated Forelgn Areas ........c.ocuiuveireeninininecnniineninienenns 695 709 546 557 371

i Mobil’s Share of Reserves of Investees Accounted for on the Equity Method ............... 556 358 537 534 437

. Worldwide ...uvveneenii e i e e e e e s e 2,953 3,018 2,903 2,967 2,585

3 Net Natural Gas Reserves (bullions of cubic feet)

T UNIEed SHatES. . oe it ieettie e vt eeeeaeetaeen e et s et tib e ee e aeaaras 7.741 7.855 7,600 8.084 6,275
Canada and Other Western Hemisphere ........cc.oooviiiiiiiiiiiiiiiiiiiii e, 2,425 2,600 2.864 3,301 1.896
4T SO PO Os 3,301 2,737 2,649 2,619 2,157
Other Fully Consolidated Foreign Areas .......ccoovviiiiriniimiiiiiiiniieiiiie e, 6,820 7.287 7.574 7.777 7.999
Mobil's Share of Reserves of [nvestees Accounted for on the Equity Method ............... 200 219 147 143 154

WOTIAWIdE -t et eaa 20.487 20,698 20,834 21,924 18.481

Net Crude Oil and NGL Production (thousands of barrels dasly)
R SHaLES. 1 v v vt eetvte e e e iarerer s e canenrrnrecatarnreetanrn e tararonareanins 338 342 352 335 304
(61, SR P U PO PSPPI 84 81 83 73 59

P UBUROPE L 146 152 138 120 38

i Other Fully Consolidated FOreign Areas .......c.ovovvveiriieriervesaeinrneeecaenerenenenes 106 124 176 121 4

i Mobil's Share of Production of Investees Accounted for on the Equity Method.............. 35 28 23 26 6

! WOHAWIeE ....vvveeetiiiei i 709 727 772 675 591

i Net Natural Gas Production (mullions of cubic feet dasly)

b UMItEA SLALES. 1. v vvuevenenarrrnerinreneernset et reresenaeneeaaeseranaeneeanssnnesnnereennn 1,799 1.498 1,653 1.702 1,282

i Canada and Other Western HEmiSPRETE ...uvvveireirnrrereniseierinereeerenseeeraneeaeses 362 356 412 292 199

! BUIODE v eveveeeeeeeeteeeeen et eee s eseseseneeeenesas e e esemasesenarssenanansanne 595 462 381 341 237

L T T P 1,256 1.072 971 905 640

i Mobil’s Share of Production of Investees Accounted for on the Equity Method.............. 40 46 39 45 69

, LT3 T T PSP 4,052 3.434 3,456 3,285 2,427
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Operuﬁng Highlighis {Continued)

~ FINANCIAL REVIEW

1987 1986 1985 1984 1983
Petroleum Product Sales 1 thousands ot barreis dativs
United States. ... it et vttt aaaas 865 841 789 708 699
BUTODE Lottt i et 720 721 670 541 649
Far East and AUSIIAlasia .......oooiiiiiiiie e sa e e 165 448 429 443 156
81310 o o) (T £ OO 312 264 266 232 230
WOLlAWIdE . ... et et a e 2,362 2,274 2,154 2.024 2,034
Petroleum Product Sales (milions or dotlarss
01T T PP 3 8.397 3 7.118 3 9,748 3 8.920 3 3,996
BULOP e e 11,317 10,441 11.669 11.252 12.466
Far East and AUStIalasia .....vuvveiioeiisiees e ierae e eienen e ranr e trisrarneaans 6,184 5,752 6.290 6,764 7.138
LT 1T 0 T O O 4,303 3.164 3,883 3.934 4,465
BT 4 s S PPN $30.201 326,475 $31.590 330.870 333.065
Refinery Runs for Mobil (thousands of barrels darivi
UMEEA StALES. ..ottt it v ve et e et e te e e e e ea e et ebar s et ebe e s canens 645 643 647 6536 5138
BUTODE ettt e e 103 457 496 515 542
Far Eastand AUSITalasia .......o.oiiiivncieiair e e e e 330 308 331 386 383
(016,15 & 371 = - | PP 185 137 116 83 51
e v PP 1,563 1.545 1,590 1.620 1.594
Miles of Pipeline " fincluding partly owned: year-end)
I B 1 Y K11 O 26,337 27,597 28,044 28.168 28.013
I (<3 S PPN 11,099 11,195 11,116 10.674 9.362
. WorlAWIE . . ..ot e e aas 37.436 38,792 39,160 38.342 37.375
: Chemical Sales by Product Category (mullions of doilarss
|3 E 4 PPN $ 1,514 3 1.274 $ 1,184 3 1.139 3 1.017
Petrochemicals., ... ..o i e 1,239 990 932 379 736
TR € < 1T PPN 25 26 45 227 231
N R ey (o R o L PP $ 2,778 3 2.290 § 2.161 $ 2,245 3 1,984
Montgomery Ward
Number of Retail Stores (year-end) .o...oooieivniiniiiiiiiii it 316 295 316 367 375
Retail Selling Space (mullion square feet: year-endl. . ..o...ccvueueinieieeiiiiaenairiinannan. 24.0 23.7 25.6 29.6 311
SA1ES " IUllions 0f AONGIS] ... ivseieses it s et s ettt ettt areanas $ 4,639 $ 4,383 3 4,757 3 5.048 34725
Sales per Square Foot of Retail Selling Space tthousandsofdollarss ............o.coouveennie, $ 192 5 181 S 169 3 167 3 150
Sales per Employee ¥ (thousands of doHArss ..........vieeeieesuvueerneemusseeennmaenseiannens $ 89 3 78 5 M $ 69 3 65
Income a5 2 Percent 0f SAlES ......ivvuieeiitviee e e v enrareerareraerransetianeraranaas 2.8% 2.4% 8% 8% %
Number of Employees (year-end)
Petroleum—U.S.. ... i e 24,700 25,200 26,300 28.100 26.000
L) £ 14 1 P 29,500 31,900 34,000 34.600 34.700
Chemical —U. S, . i e 9,000 9.000 9,500 9.400 10.800
B L 511 | D PPN 1,600 1.500 1,400 1.800 1.700
1041 11 OO 3.500 3.500 23,800 28.500 28.200
MontEOmMEry Ward .....i.vene it e it e e ee e ettt a e e et aenae 52,300 56.300 71,200 78,300 78.500
0] TP 120,600 127.400 166,200 180,700 179.90v
Number of Shares Qutstanding (thousands or shares; jear-end) .....oovevuviniiininiennnnn, 411,359 408.732 108.351 407.704 406.3138
Number of Shareholders ryear-end)......cocoiiiiniiineiiii i 246,800 260.800 268,600 270.400 271.500
11) Includes cardon dioxide Iine sn United States.
" +2) Excludes sales from catalog and other operations.
*3) Excludes the 1383 provision for restructuring,
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mancial
commentary 1987
compared with 1986

Consolidated Earnings and
Per-Share Results

Mobil’s 1987 earnings totaled $1,258
million, or $3.06 per share. This was
5149 million lower than the 1986 earn-
ings of 31,407 million. or $3.45 per
share, which included a 3150 million loss
on the sale of Container Corporation of
America. Adjusting 1986 earnings to
exclude the Container Corporation of
America loss. earnings decreased $299
million.

Revenues increased from 349.9
billion in 1986 to $56.7 billion in 1987.
Revenues were higher for all segments:
in U.S. and Foreign Petroleum oper-
ations, primarily attributable to higher
petroleum product prices and higher
sales volumes; in Chemical operations,
due to higher petrochemical and
plastics prices and volumes: and in the
Montgomery Ward segment, reflecting
higher sales volumes. Costs and
expenses increased for all segments.

Segment Earnings

Earnings from Petroleum operations
totaled $1,603 million in 1987, 25%
below 1986 earnings of $2,126 million
from this segment, in spite of strong
Exploration and Producing results.

Petroleum Operations—U.S.
Earnings from L.S. Petroleum opera-
tions totaled 3484 million in 1987,

an increase of 3143 million, or 12%,
from 1986.

Exploration and Producing results
improved, primarily reflecting an 18%
increase in crude oil prices. higher natu-
ral gas production. favorable natural
gas contract settlements, favorable
adjustment of excise tax accruals, and
reduced exploration expense, partly
offset by lower natural gas prices.

]
-

L

62

[N
P s
[

“{n nullions 1987 1986 Change

C.S. Petroteum
Exploration and

Producing........ S 361 5 (24 3383

. Refimingand
} Markeung ...... 123 365 1242)
C TotatUS. .ovennnn.n 184 341 143
: Foreign Petroleum

Exploration and
! Producing....... 1.040 351 189

Refining and
Marketing ...... 79 934 (853
; Total Forergn. ........ 1.119 1785 (666)
. Total Petroleum...... 1.603 2.126 (523)
+ Chemical............. 300 140 160

: Corporate and

* Other.............. (180 (228 48
; Net Financing
i Expense........... 1395) (5387 8)
i Mobil before
. Montgomery Ward 1,128 1.451 (323)
. Moatgomery Ward 130 106 24
Income Beiore

Special
! Provision.......... 1.258 1,557 (299)
{ Losson sale of
! Container
* Corporation of

America........... — {150 130
: Net Income .......... 31.258 $1.407 3(149

Refining and Marketing income de-
creased, reflecting lower margins. as
crude price increases outpaced increases
in product prices. This margin decrease
was mitigated by higher trade sales vol-
umes, primarily a 5% increase in auto-
gasoline. Results in 1986 benefited $83
million from favorable adjustments to
Alaskan crude purchase provisions.

Petroleum Operations—Foreign
Earnings from Foreign Petroleum oper-
ations totaled $1.119 million in 1987,

a decrease of $666 million, or 37%, from
1986.

Exploration and Producing earn-
ings increased. reflecting higher crude
oil prices (up 27%). favorable tax effects.
and lower exploration expense. Results
in 1986 included a 3187 million gain on
the sale of Angolan assets.

. Refining a ):iagket;ng res:ults g‘e-
clined. dueg}lg):k) r mdrgins, primarily
in Europe and Japan. Margias were un-
usually strong in 1986. as product prices

declined much more slowly than crude
costs. In 1987 worldwide margins. par-
ticularly in Europe, were squeezed by
high industry inventory levels and com-
petitive pressures, The results also
included a 3140 million provision for the
excess of book inventory values over
market values in local currencies. This
excess arose primarily because the cost
of replacing inventories on a local cur-
renicy basis was significantly lower in
1987 as foreign currencies strengthened
versus the U.S. dollar.

Chemical

Earnings from worldwide Chemical
operations were 3300 million in 1987,
3160 million. or 114%. higher than the
previous best performance set in 1986.
Petrochemical results increased signifi-

cantly due to higher polvethylene and

polystyrene margins. The Plastics busi-
nesses also improved, due to increased

volumes and margins for oriented poly-
propvlene films.

Corporate and Other

Corporate and Other includes results of
Real Estate operations, Mining and
Minerals, Corporate Administration,
and other corporate items, as well as
Container Corporation of Americas
operating results prior to the third
quarter 1986 sale.

Corporate and Other expense
decreased $48 million. Despite un-
favorable tax effects resulting primarily
from a lower tax rate, expense was lower
because 1986 results included a $35 mii-
lion provision for organizational restruc-
turing and a $39 million writedown of
certain alternative energy properties.

A 1987 provision of 398 million for the
estimated cost of relocating headquar-
ters personnel to Fairfax, Virginia, was
essentially offset by a $92 miilion gain o
the sale of the New York office building
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Net Financing Expense

The expense increase of 58 million
occurred because the favorable effect of
lower borrowing balances was more than
offset by decreased U.S. tax relief under
the new U.S. tax law.

Montgomery Ward

Montgomery Ward reported record
earnings of $130 million, a $24 mil-
lion increase from their 1986 outstanding
performance. The improvement came
from the core merchandising business
where the specialty store strategy con-
tinued to strengthen margins and im-
prove operating efficiency. The core
merchandising improvement was partly
offset by adverse insurance develop-
ments and the effect of the 1986
receivable sale on 1987 earnings.

Taxes

Overall, the 1986 Tax Reform Act
affected 1987 results unfavorably by
approximately $100 million. The loss of
benefits from investment tax credits and
the unfavorable impact of the new sourc-
ing rules were only partially offset by the
reduced tax rate.

Further details on segment and
geographic earnings appear on
pages 31 through 33.

Discussion of Financial Condition
Funds available from operations after
dividends were $3,071 million in 1987,
These funds were sufficient to fund capi-
tal expenditures of $2.341 million. The
remaining funds available, and those
generated by asset sales, were used to
pay down debt and improve financial
flexibility.

At vear-end 1987 debt and capital
lease obligations of Mobil and its sub-
sidiaries totaled $8.647 million, a
decrease of $642 million from the vear-
end 1986 level.

In muthonss 1987 1986

" Current:
. Notes and loans
¢ payable........ 51,016 3 300
" Long-term debt
and capital
lease obliga-
{10ns maturing
within one

Change

W
to
p—
(=]

3
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-
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(10

<
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o
-
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Long-term:
Long-termdebt.. 7,064 7.385 (821)
Capital lease

obligations..... 335 362 270

Total debt and
i capital lease
i  obligations..... $8.647

$9.289 3(642)

For Mobii excluding the debt of
Montgomery Ward, the percentage of
debt plus capital lease obligations to
capitalization was 32% at vear-end 1987,
down from 36% at year-end 1986. For
total Mobil, the percentage of debt plus
capital lease obligations to capitalization
was 349% at year-end 1987, down from
38% at vear-end 1986.

At vear-end 1987 Mobil's unspent
balance of total appropriations for capital
expenditures was $2.7 billion, the same
as at vear-end 1986. Mobil is not con-
tractually committed to spend all of
these amounts but generally expects to
do so principally from internally gener-
ated funds.

Whenever external financing is
needed, Mobil and its subsidiary compa-
nies have access to multiple capital
markets, including significant unused
lines of bank credit. Mobil generally has
each of its major subsidiaries finance
its own operations.

Mobil has $1.6 billion long-term
revolving credit agreements with vari-
ous banks, which have not been utilized.
A total of 3.5 billion of borrowings due
within one vear was classified as long-
term debt.

In 1987 there was an increase of
3355 million in earnings retained in the
business and a $1.116 miilion favorable
effect on the cumulative foreign ex-
change translation adjustment account
due to the weakening of the U.S. dollar.
The net change in sharehoiders’ equity
was an increase of 31,544 million in 1987,

437722 =
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At year-end 1987 Mobil had exist-
ing effective ‘shelf"' registrations on fils
with the Securities and Exchange Com-
mission that would permit the sale of
$1.5 billion of debt securities to be
offered pursuant to Rule 415 of the Secu.
rities Act of 1933, under which Mobil
issued 5500 million of 843 five-year
notes on February 3. 1988.

F—
, Credit Standa
! Ratings Moody's & Poor
; Mobil Corp. ...... Aa3 AA~
i Mobil Oil......... Aa3 AA~
i Montgomery

Ward .......... Baa2 BBB-

During 1987 Moody's increased its rati
on the senior debt of Montgomery Warc
from Baa3 to Baa2 in recognition of im-
proved performance. Moody's also raise
its rating on the senior long-term debt «
Mobil Corporation from Al to Aa3. citu
Mobil's 1986 sale of Container Corpora
tion of America and Montgomery Ward
strong recovery in profitability.

Both Mobil and Montgomery Warc
sell certain accounts receivable to
domestic financing subsidiaries. See
Note 4, ""Investments and Long-Term
Receivables,” for further details on the
financing subsidiaries.

The effects of pending accounting
changes are discussed in Note 1, **Mayc-
Accounting Policies.”

Capital Expenditures, Exploration
and Other Qutlays

Mobil's worldwide capital expenditures
exploration, and other outlays totaled
$2,942 million in 1987, a decrease of 2
from 1986. Outlays in the United State:
were $1,855 million—or 63% of the
worldwide total.

In Exploration and Producing
(E&P), 1987 outlays were 31,602 millic
compared with 31,354 million in 1986.
Outlays for E&P operations in the
United States in 1987 were $923 millio
compared with 31,080 million in 1986.

Other than in E&P, capitai expend
tures for Petroleum Operations were
3205 million higher than in 1986.

My

: S

‘#

01463




Capital Expenditures, Exploration, and Other Outlays

——
| 1987 1986
! tln mulhons) U.S. Foreign Total Total
; Capital expenditures

Petroleum Operations

Exploration and Producing
i —leasebonuses ..........cooeiiiil, 8 50 $ 15 § 65 35 46
! 14110 S O 653 373 1,026 1.271
: RefiNing.....cooveiiiniiiiiciiicivincncnicianns 274 107 381 212
i Marketing ....ovvieiiiiiiiiriair e 256 268 524 489
{ Marine. ..ot —_ 6 6 5
! Pipelines.......cocvveviviiciiiii 14 — 14 14
! Other ..o 18 14 32 32
| Chemical .......covmmmiiiinniin 109 12 121 115
1 Corporateand Other .........ccocoiivieiniicninnene. 30 1 31 104
H
! Mobil before Montgomery Ward. ...........counennns 1,404 796 2,200 2,288
i Montgomery Ward .............cveeeervereanen, 141 - 141 108
; Total capital expenditureS .....oovevvvivrrenerrecenanns 1,545 796 2,341 2,396
| ExXploration expenses,......cceviieieciiieninnenienines 220 291 511 537
| Other outlays
|‘ Capital expenditures of majority-owned
unconsolidated companies..........cocceiiiiiine 90 — 90 70
Total capital expenditures, exploration,

and other outlays.......oocievviiiiiiiiirnaiiiinnnns $1,855 3$1.087 $2,942 $3,003
Dividends
[n 1987 and 1986 Mobil’s per-share divi- .
dend was $.55 in each quarter for a total Imlll(l(ll

of $2.20 for each vear.

Common Stock

In 1987 and 1986 the high and low sales
prices of Mobil’s common stock, by quar-

ter, were as follows:

commentary 1986

compared with 1985

Consolidated Earnings and

Per-Share Results

Mobil's 1986 earnings totaled $1,407
million. or $3.45 per share, after recog-
nizing a $150 million loss on the sale of
Container Corporation of America. This
was $367 million higher than the 1985
earnings of $1,040 miilion, or $2.55 per
share, which included a $508 million
provision for the restructuring of Mont-
gomery Ward. Excluding the special pro-

1987 1986
Quarter High Low High Low
First «ovueenennnns 50% 40% 32 26%
| Second........... 52% 45 3% 27%
; Third ............ 35 45% 39% 29
I Fourth........... 51 32 0% 35%
Year-end prices per share:
December 31,1987 ............ $39%
December 31, 1986 ............ 3404

The principal market for the trading

of Mobil's common stock is the New York
Stock Exchange. The stock symbol is
“MOB.”

437723
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visions for Container Corporation of
America in 1986 and Montgomery Ward
in 1985, earnings improved $9 million,
from $3.79 per share to $3.82 per share.

Revenues dropped from $60.6
billion in 1985 to $49.9 billion in 1986.
Increases in Chemical revenues partly
offset decreases in U.S. and Foreign
Petroleum operations that were primar-
ily attributable to lower worldwide

petroleum prices, in the Montgomery
Ward segment mainly due to the dis-
continuance of discount business and
catalog operations, and from the sale of
Container Corporation of America,
Costs and expenses were lower for ail
segments except Chemical.

Segment Earnings

Earnings from Petroleum operations to-
taled $2,126 million in 1986, essentially
unchanged from 1985 earnings of $2.131
million from this segment. Operating
results for 1986 and prior periods for the
Container Corporation of America are
included in Corporate and Qther.

—
(In mllions/ 1986 1985 Change
U.S. Petroleum
Exploration and
Producing...... S (203 716 3740
Refining and
Marketing ..... 365 157 208
Total US. ........... 341 873  1332)
Foreign Petroleum
Exploration and
Producing...... 851 1,082 i23n
Refining and
Marketing ..... 934 176 758
Total Foreign........ 1,785 1.258 327
Total Petroleum. ... 2,126 2,131 5)
Chemical............ 140 33 87
Corporate and
Other............. (228)  (26) 1202)
Net Financing
Expense.......... (587) (652) 85
Mobil before
Montgomery Ward 1,451 1.506 (33)

Montgomery Ward 106 42 64

Income Before
Special
Provisions........

Provision for
Montgomery Ward
Restructuring.... -

Loss on sale of
Contamer
Corporation of
America.......... (1501 -

Net Income ......... $1,407 31.040

i508) 508

(130)
3 367

Petroleum Operations—U.5.
Earnings irom U.S. Petroleum opera-
tions totaled 3341 million in 1986.

a decrease of 5532 million. or 61,
from 1985.
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Exploration and Producing earn-
ings decreased, reflecting much lower
crude oil price levels and lower prices
and demand for natural gas. This decline
was partly offset by lower exploration
expense. Earnings in 1986 were also
unfavorably atfected by a 3100 million
provision for accelerated amortization of
exploration and producing assets. Re-
fining and Marketing earnings improved
due to stronger product margins, an 8%
increase in autogasoline sales, and favor-
able adjustments of $83 million to the
Alaskan crude purchase provisions in the
second quarter of 1986,

Petroleum Operations—Foreign
Earnings from Foreign Petroleum opera-
tions totaled $1,785 million in 1986,

an increase of $527 million. or 42%.
from 1985.

Exploration and Producing earn-
ings in 1986, which included a $187 mil-
lion gain on the sale of Angolan assets.
decreased due to lower crude oil and
natural gas prices, partly offset by lower
exploration expense and higher natural
gas production.

Foreign Refining and Marketing
earnings increased significantly because
of the relative strength of product prices
compared with crude oil costs and
because of stronger foreign currencies.
Results for 1985 included a $50 million
provision for the closure of a French
refinery and a $53 million provision for
certain uneconomic marine transpor-
tation charters and vessels.

Chemical

Earnings from worldwide Chemical
operations were $140 million in 1986, an
increase of 387 million, or 1649, from
1985. due to substantial improvements in
petrochemical and plastics margins and
volumes in the U.S. and overseas.

Corporate and Other

Corporate and Other includes operating
results of Container Corporation of
America prior to its sale in 1986, Real
Estate operations, Mining and Minerals,
Corporate Administration. and other
Corporate items.

037724

Corporate and Other expense in-
creased $202 million because of unusual
items: 1986 results included a restruc-
turing provision of $35 million and a $39
million writedown of certain alternative
energy properties, while 1985 results
benefited from gains on the sale of
W.E. Hall Printing Company and certain
Colorado real estate.

Net Financing Expense

The expense decrease of $65 million
reflected principalily the reduction of debt
balances and lower interest rates, partly
offset by lower capitalized interest due to
reduced spending for major projects.

Montgomery Ward

Montgomery Ward’s 1986 earnings were
$106 million. compared with $42 million
earned in 1985, excluding the provision
for restructuring discussed below. Sig-
nificantly higher retail earnings in 1986,
attributable to stronger margins and
improved operating efficiencies, and the
discontinuance of the unprofitable
Jefferson Ward and catalog operations

in 1985 were the primary bases for the
improvement.

Special Provisions

The sale of Container Corporation of
America, completed September 30,
1986, resulted in a loss of $150 million.
In 1985 a special charge of $508 million
after tax was made for Montgomery
Ward restructuring. This provision cov-
ered the sale of the Jefferson Ward
group, the discontinuance of catalog
operations, and the restructuring of
retail operations.

Discussion of Financial Condition
Funds available from operations after
dividends were $2,373 million in 1986.
These funds were sufficient to fund capi-
tal expenditures of $2.396 million. The
remaining funds available, and those
generated by asset sales, were useg to

. S LAY
pay down debt and improve financial * ., ##

flexibility,

At vear-end 1986 debt and capital
lease obligations of Mobil and its
subsidiaries totaled 39,289 million, a de-
crease of 51.854 miilion from the vear-

ko

end 1985 level. The sale of Container
Corporation of America generated 31.1
billion of the reduction.

]

{ ¢in muilions 1986 1985

Current:
Notes and loans

pavable........ $ 800 3 750
Long-term debt

and capital

lease obliga-

tions maturing

within one

Vear ...u.oenn. 242 648 140
| Long-term:
i Long-termdebt.. 7,885 9.328
i Capital lease
obligations..... 362

Total debt and
capital lease
obligations..... 59,289 311.143- 3(1.35-

Chang

(v
L

(1.44:

117 :5i

For Mobil excluding the debt of
Montgomery Ward, the percentage of
debt plus capital lease obligations to cap-
italization was 36% at year-end 1986,
down from 43% at vear-end 1985. For
total Mobil, the percentage of debt plus
capital lease obligations to capitalization
was 38% at vear-end 1986, down from
44% at vear-end 1985.

At year-end 1986 Mobil’s unspent
balance of total appropriations for capita
expenditures was $2.7 billion, compared
with $3.1 billion at vear-end 1985.

Mobil had $3.1 billion long-term
revolving credit agreements with variout
banks, which were not utilized. A total ot
$3.0 billion of borrowings due within one
year was classified as long-term debt.

There was an increase in 1986 of
$509 million in earnings retained in the
business and a $636 million favorable
effect on the cumulative foreign ex-
change translation adjustment account
due to the weakening of the U.S. dollar.
The net change in shareholders’ equity
was an increase of 1,150 million in 198€
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Consolidated Stutement of Income
Year Ended December 31 ¢/n mulions except tor per-share amotntss 1987 1986 198
Revenues
Sales and services (including excise and state gasoline taxes: 1987—34.460; 1986—33.840: 198533498} .....0v + wevrvnnennnss $55.683 348.706 359.4:}
Interest, dividends, and other revenue........ e et e eeeesateseeeaEeaerraeireestrasteetecaittseeieeaesrn i aaan e tan s 1,033 1.159 1.15
BT Ty Ty PN 56,716 19,865 60.60
Costs and Expenses _
Crude oil, products, merchandise. and operating supplies and expenses 33.653 28.592 38.1u
EXPlOration @XPENSES ..uuevs . v erriaaieinieeerseenneetarataren s aeeaeamtrra e cnnereaneennaaanrants 511 -37 N U
Selling and ZEMEraAl BXPEISES . ..vvurierrreenarirrneseannrenenttarrrranttrressnas s eras s ersessmassaaaasraesnaarsnsassestenssiraaeeaas 5,053 1.766 5.01
Depreciation, depletion, and AMOTTIZALION . ..u.vewicuirt e eermvrarrrasrantraerancnn o rtsanssanemsaasatasetnssrasensanimtanmireseunsss 2,546 2,471 2 3§
Provision for Montgomery Ward restructuring. — - e
Interest and debt discount expense 1,103 1.204 141
Taxes other than income taxes ........ 10,818 9,302 7.90
1 [NCOME tAXES oo iiiiii it ecrceie e e TSRO 1,774 1.586 3.26
Total CoStS ANA EXPOIISES ... eiiivvueieiitiiieiet i ieatircernsesrxaeunaseeaaatssrera e raa s eannnr e arnnsaecrsennasenerescnnnnersssnns 55,458 18,458 39.56
NetIncome .........ccvieriiiiiiiiiiiiernie e e ane e e AR edemeeenees e Xe e aAn e teenttaehantrnnee e earesaereeraaeatrnas 3 1,258 $ 1.407 3 L0
Net INCOME Por ShATe ... .. (oeoeiiiiiiii e iv e e et e et e re e e cn e s e iaea et an e en s e ra e nas eraneeraas $3.06 $3.45 32.7
. . .
Consolidated Statement of Changes in Shareholders’ Equity
E—
Year Ended December 31 ¢fn millionsy 1987 1986 192
Common Stock — Beginning 0f YEAr ... cocvuvireer it e e s e aas $ 860 § 838 3 35
End of Year. after iSSUance of ShATES .......c.ocuiiieiiiiir it ettt e $§ 866 $ 860 3 35
Capital Surplus—Beginning of YRar ......cvicuriiiiimiiiiii it e e e ar e $ 923 $ 900 $ 8n
End of Year. after iSSuance of SHATES ......cu.ien ittt e i et e e eans $ 998 $ 923 S %
Earnings Retained in the Business—Beginning 0f Year........c.cie it crc e e e s seane $15,048 $14.539 $14.3¢
Net income . 1.258 1,407 1.04
Cash dividends Paith ... .eien i e e (9031 (898) (3%
o0 o 51 O ST R $15.403 $15.048 514.5.
Cumulative Foreign Exchange Translation Adjustment—Beginningof Year ...........o.oooiiiiiiieiinin o (1,090 5(1.726) S0
End of Year, after adjustments fOr the YEaT. . ... ceuiueri e areenemre e e e eerrreeeaareeararaanrenaennens $ 26 $(1.090) S{1.7L
Common Stock Held in Treasury, at Cost—Beginning of Year.... .8 (502) 3 (482) $ (4~
End of Year, after purchases during the year ..o eccen i e e $ (510} 3 (502) $ (1
Total ShaTEROlders’ E qUitY . oo iniuit e et cr ettt e ittt e e rae it e eem e e earare sy cn e sannene e en e tnansansnanseaaarananrnsann $16,783 $15.239 S14.0x
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See Notes to Financial Statements on pages 34 10 42.
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Consolidated Balance Sheet

—
. December 31 In mitionss 1987 198
i Assets
. Current Assets
L o T O SO PORRT ORIt 3 392 3 34
' Marketable securities. at cost (approximating market) 780 124
‘' Accounts and notes recevable ............oviiiviiieiiiei e 1,485 3,94
1 IVeNOTIES...cc et 5,264 455
U Prepaid taxes and OLNET CUTTENE 3SSEIS ..vv.... . cveeeeeeeesesseasseseesensssaneassssassseanasstesasseesanansnsasreessssesesassnsenassss 189 78
§ O] CUTTRIL ASSOLS ....uvueeeeeessiseiseeseeeeesereereeeeeeasasrarseasssaasbennaneenenaeteean i asbees fansnsasanessannsbaeeetaneeasriranan 11,410 10.36
, Investments and Long-Term Reeivables...........ccicourmcriiiiiisiisine ettt sttt 4,055 3.7
i Net Properties, Plants, and EQUIPMENt ..........ccivviiiiiiiiiiiiiie et st cer st crcr e e e s e emas e n bt enanenen 24,946 24,30
j Deferred Charges and Other ASSets.......c..oviiiiiiiiiniiii e s 729 52
i
! $41.140 $39.41
{ Liabilities and Shareholders’ Equity
] Current Liabilities
{ Notesand 10ans payable.......c..eeeerniiiriirrenieriee e $ 1,016 s 30
}’ Accounts payable and accrued liabifities 7.090 6,38
. Income, excise, state gasoline, and other taxes payable.........oocoiiiiiiiiiiiiiiiiii e 2,559 2.52
! Long-term debt and capital lease obligations maturing Within ONe YEar..........ccoovrveiiiiiiiniiiirir e e aen s 232 24
| TOtal CUrrent LIaDilIti@S ..o v iveieieereerirrate e s teeie s bt s s esaeaaassaseresaaaantanrssanseenstaneeaaeraanerataeasars 10,897 10.42
| LONETErM DEBE ....vvvseeeceeseeeeaeeersinseereasssuaeesbeessaabet s ebseaeseseeae st ehes e et b ebeaes s et cseanebe e e et et s et eeens 7,064 .33
i Capital Lease Obligations 335 36
i Reserves for Employee Benefits .........cc.ooiiiiiiiii 498 40
i Deferred Credits and Other Noncurrent Obligations...........c.ccvvuimmrnirmmiiiiciii e, 1,716 1.62
Accrued Restoration and Removal Costs............oooiciniiinnnn, 516 49
Deferred Income Taxes .........coeveniernrvinemieeiiniiienne. 3.298 2.94
Minority Interest in Subsidiary Companies 33 3
Shareholders’ Equity
3 (=0 1= oL 1L ST PPN —
Common stock: shares issued 432,786,167 and 429,984,265, respectively ... 866 36
CapItAl SUPIUS ... ovveeeieee e v ere e e v s e e e vt e s re et ae s e e e een s ernnnee e e erraans 998 92
Earnings retainedinthe business............c.............. 15,403 15,04
Cumutlative foreign exchange translation adjustment ...........coooiiiiiiiiiiii i e 26 (1,09
Common stock held in treasury, at cost: 21,427,400 shares in 1987 and 21,252,400 shares in 1986.............cccoivvivennnnes (510} ¢
Total Shareholders’ Equity.........cooiiiiiiiiiii s 16,783 15,23
B U0 7 S PP et teieetiereaneecniereananrnsaraanneas $41,140 $39.41
Mobul follows the “successpul efforts” method of accounting for its osl and gas exploration and producing operations.
YUy
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See Notes to Financral Statements on pages 34 to 42.
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Consclidated Statement of Changes in Financial Position

aN——
Year Ended December 31 «/n milionss 1987 1986 1985
Sources of Funds
Operations
NELITCOME ..ottt er e ee e e et e e e re e e e et e e e e esaa s s e et e sae s e e e e s eoasesan s e a s s e st e ne s e r s e a st sre s e e e i e $ 1,258 3 1,407 3 1.040
Depreciation, depletion, and amortization.............coceeeivirerreereenrennnns 2,546 2,471 2,388
Deferred INCOME taXES.......cvuvumeierivieieririieseeeeesarteneeeereeesnrsanaenns 194 (73) 26
Dividends less than equity in income of unconsolidated companies (24) (184) (134,
Provision for Montgomery Ward reSIrUCUTING. ..c..vveverreeeeerersreeeeeeeeeenes - - 773
Loss on sale of Container Corporation of AMerica .......ccververreenniiiiierenen - 130 -
Funds available from operations...............ccceeeeenn.e, 3,974 3,771 4.095
Book value of properties, plants, and equipment sold .... 351 1.332 522
(0T T S PPN (252) (45) 105
Funds Available Before FINanCinmg ........c...cuuuierrmmtiemiinieiierirte e acenersaee s saeasssaeneeesaaaasseasnnanceasevaian 4,073 3.058 4,722
Application of Funds
Cash dividends t0 ShATBROIGETS .. .v....euuveessceseeesecsiiaeseeaeeeasssestreeaeeeeesisasaaes s taasteneesnnnsnnsrnnnsnesnneerbarenenencernens 903 898 898
Capital expenditures 2,341 2,396 725
Other applications
Increase (decrease) in—
Accounts and NOLES rECRIVADIE .. ....cviuueiiiiriereenieeriieraeee e reerenta e eameanaarrae e e reeaseenbasaare s ssa 536 (981) 3
[nventories 709 (347) (18
Prepaid taxes and other current assets (294) (369) 380
Investments and long-term receivables 318 336 (319
Decrease (increase) in—
Accounts payable and accrued Habilities. .. ......ive i e ea s (222) 1,471 (415
Income, excise, state gasoline, and other taxes payable..........c.ouoiuiiiviriiirecciiii e (37 124 68
Foreign exchange translation effects on working capital,
debt, And Ot NEL ILRINIS, M. u. vt e et rieee et eirr e et aaenere s rar e e anaesesansanaamnaens e cnssesemiaassaasaraaanssbasnneirrasnraes (340) (353) (67
Application of Funds Before FInancing...........coocoiiiiiiiiiiiiiiiiiiii e n e r e 3,914 3.173 3,260
Increase in Funds Before Financing ...........ccooiiiiiiiiiiiiiiii e e e s s e 159 1.885 1.462
Total Financing
INCreases M IONZ-TEIMAEDE ... ..ot iiveiee e ere e s e enereem e eerare e rraanes traba s e saaa s s et ns e easras st rann e aasnas s iearnnns 2,319 2,215 2,563
1T o T B T T g s | PP (3,140) (3.658) (4.297
Decrease in capital lease obligations 27 (55) (21
Increase (decrease) in notes and loans payable 216 50 (513
(Decrease) increase in long-term debt and capital
lease obligations maturing Within Of€ YEAL .......c.cvuuiiniiiieiiiiir et st e e va st eee e ear s reanerieenrsa e e raaanas (10} (406) 310
Purchase of COMIMON SLOCK O LTBASUTY 1evvuunevrurvreneraereererraserieaaserrtsserecntaesessonasarensisstrnnsrastsrsssnsieerraisssrannns (8) (20) -
Issuance or sale of COMIMOM SLOCK .. .c..cuiuiirirn ittt r it it e s b e s e s e e ren et e s e r st e aa e e nanas 81 25 {2
Total Financing Decrease (569) (1,849) (1,951
(Decrease) Increase in Cash and Marketable Securities.............coiiiiiiiiniiiiiiiiin i 3 (410) 3 36 3 (43¢
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See Notes to Financial Statements on pages 34 io 42.
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Distribution of Eurnings and Assets

P
. Segments .. mitons

Petroleum Operations

Montgomery  Adjustments and
: U.S. Foreign Chemical Ward Eliminations T
' Year Ended December 31, 1987
: Revenues
* Nonaffiliated..........coorvriimmmimnn e $14.082 $33.804 32,926 35.342 3 562 356.7
P INErSegment.....vesiveees et 206 1,242 164 - (1.612)
| TOLal REVETIUES ... .oveeeeeeeeeereeeeeeeeeeneenseensaenenene $14.288 335,046 33,090 35.342 3(1.050) $56.°
i
! Pretax operating profit.... ....ccceeereveerreereiesasersens $ 1.026 $ 2,556 $ 433 5 218 s - 3 4l
[NCOME 1AXES ..ot (542) (1.437) (133) (88) - 2..
i Segment Earnings.........c.cccevmnivinninieeiieiiiicons $ 484 $ 1119 $ 300 3 130 3 - 3 2.
t Corporate and other (net of income taxes) ...............e.. B
Net financing expense (net of income taxes)................ 3
NetIncome ............coovvveiiiiiiiiiiiiireiriiea e $ 1.2
Capital expenditures ”.........cooivvvvvrrenicineerinnveneeenns 3 1,265 3 783 $ 121 $ 141 3 — 3228
| Depreciauon, depletion, and amortization™................ 3 7 $ 827 $ 115 s g3 3 - 3 2.2
At December 31. 1987
Total Segment Assets..........cooeeveiniiivenrieeninnnns 314,422 $19.175 32,316 33,491 5 (124) $39.2
Corporate and all other asS€ES .u.u. ievrruarveenneeinnanreae g
Total ASSets.........ceivvieiiiieee e ree e e rae e S41.:
AE—
Segmenis +In mulfions) Petroleum Operations Montgomery  Adjustments and
Us. Foreign Chemical Ward Eliminations Te
Year Ended December 31, 1986
Revenues
Nonaffiliated $11,794 $29.200 $2.391 $5,065 3 1,415 $49.8
Intersegment 291 888 162 - (1,341)
Total Revenues $12,085 $30.088 $2,553 $5,065 3 74 $49.3
Pretax operating profit $ 786 $ 3,363 $ 205 $ 198 $ - $ 4.5
INCOME LAXES .. ettt e (445) (1.578) (65) (92) - (2.1
Segment Earnings 3 341 $ 1.785 $ 140 3 106 3 - $ 23
Corporate and other (net of income taxes) ... 2
Net financing expense (net of income taxes) 3
Loss on sale of Container Corporation
of America (net of income taxes) (1
NetINCome ...c.oouiiniiiiiiiiie e e e S 1.4
Capital eXpenditures'” ... ..c.cvvceeeeeieeinnirnneannaaennes $ 1,263 3 806 $ 115 3 108 3 - 323
Depreciation, depletion. and amortization~ 3 1.311 $ 827 $ 117 $ 90 3 - S 24
At December 31, 1986
Total Segment Assets........ccevveeieeeureenirenninnnn, $14.443 316,887 $2,103 33.828 3 (214) 337.0
Corporate and all other assets......ccueevcreereereeaenrenas 22
} TOTAl ASSES. ..cuuieeeaeeecrrmcrracaraeecsecieecreeminnns 339.4
> 5%
LT
' o
See notes and commentary on page 32.
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CONSOLIDAT

Distribution of Earnings and Assets (continued)

SE—

~ Segments 1 utuns, Petroleum Operations Montgomery  Adjustments and

! U.S. Foregn Chemical Ward Elimnations Tota}

' Year Ended December 31, 1985

. Revenues

T NONABNALEd «.iieiiiii e $15.666 333.892 32,266 36.073 32,712 360.609

P Intersegment........oiiiiiiiiiii 386 1,694 191 - 2.271) -

1

{ Total Revenues...........c.ccoovireiiiininiiininnnes 316,052 335,586 32,457 36.073 3 441 360.509

| Pretax operating profit...........oevieeivininnninencnnns 3 1,684 3 4,441 3 81 s 7 3 - 3 5.284

; [NCOME LAXES ivviei it ca e e (811} (3.183) (28) 136) - (4.058+

i Segment Earnings.......c..c.ooeviiiiiiiiniiiiin, 3 873 3 1,258 3 33 5 42 3 - $ 2.226

! Corporate and other (net of income taxes).........veuenen 26>

i Net financing expense tnet of income taxes)........c..... 1652

{ Montgomery Ward restructuring provision

{ (et Of INCOME LAXES) 1 evuviirinraeeineinranerainas (338

% NetIncome.......coooviiiiiiiiiiiiieieiaaaieenns S 1.040

2 Capital expenditures " ...........cooveiiiiiiiiniinnnnns 3 1.418 5 753 3 118 S 183 5 - 3 2725

i Depreciation, depletion, and amortization ~ ............. S 1,218 3 742 S 114 $ 111 3 - 3 2,383

: At December 31, 1985

:‘ Total Segment Assets...........ccoeviiiiinreininnne. $15.353 $17.565 $2,045 $3.387 3 (99) 338,451

i Corporate and all 0ther assets ....ooveiieiviiiennneniinne 3.301
341.752

Total ASSeLS «euiiiii i eeeienes

(1) Total includes capital expenditures tor corporate and all other
- 12) Tutal vicliedes depreciation on corporate and all other assets.

Significant investments in companies
owned 50% or less are accounted for on
the equity method. The corporation’s
share of the net income of such compa-
nies is included in “‘Revenues.”
Intersegment and intergeographic
revenues are at estimated market prices.
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assets.

Income taxes are allocated to seg-
ments and geographic areas on the basis
of operating results.

“Corporate and other’’ includes
Container Corporation of America
operations (sold in 1986), Real Estate
operations, W. E. Hall (sold in 1985),

729

Mining and Minerals, Corporate Admin-

istration, and other corporate items.
““Net financing expense’” includes

all net interest expense except for

Montgomery Ward, which retains its

own financing.
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Distribution of Earnings and Assets

ES—
Geogruphu “In millionss Foreign Adjustments and
U.S. Canada Other Total Elimunations Te
Year Ended December 31, 1987
: Revenues
Nonatfiliated .......ooiiiverniiiii e $21.491 5 382 333,781 334.663 § 562 356.7
¢ IntergeographiC...........coeeviiiiiiiiniiinniiiies 116 400 T 1177 (1.293)
 Total REVENUES «.....vveerveeeaioreseeseenereereains 321.607 31,282 334.558 335.340 $ 73D 356.7
: Geographic Earnings ........ooevvieeviicviinieanans S 795 $§ 91 3 1.147 3 1.238 3 - 320
; Corporate and other (net of income taxes)................ il
+ Net financing expense (net of income taxes).............. 3
j NetIncome..........oooiiiiiiiiiiiiinina, 312
" At December 31, 1987
" Total Geographic ASSetS......coovvevnrieininnninennns 319.268 33.073 317.037 320.110 S 93 339.2:
: Corporate and all other assets . ..vevreeiieeieiiinnirnns 1.3¢
| TOtal ASSELS ..vuvrnrensiivnreeeiarreerranenenn 3411
i Year Ended December 31, 1986
i Revenues
i Nonaffiliated ... e $18.528 3 904 $29,018 $29,922 3 1415 349.3¢
; Intergeographic 189 338 474 812 (1,001 -
I Total Revenues ..........coccoviviiiiiiiiiininiennnens 518,717 $1.242 329,492 $30.734 $ 414 349.3¢c
Geographic Earnings ... $ 514 3 34 $ 1,824 3 1,858 3 — 3 237
Corporate and other (net of income taxes)................ (22
Net financing expense (net of income taxes) .............. 152
Loss on sale of Container Corporation
: of America (net of income taxes) ........oceveeriennnnns (13
]
P NetINCOME. .. .euiiiiiiiiii i eeeeaaaes S 14
At December 31, 1986
i Total Geographic Assets............coooeiiiiiiiinens $19.652 32.919 314,662 $17.581 S (186) 337 ms
: Corporate and all other assets ...........covviviieinennns 2.34
i Total ASSeLS ... ivveeeeiiiti et eiir et e ranmeaaans 339.41
i Year Ended December 31, 1985
¢ Revenues
! Nonaffiliated ....ccovvriiiiii e $23.408 $1.325 333.164 334,489 3 2,712 360.60
'i Intergeographic ........civvviie i 186 647 913 1.560 11.746) -
* Total Revenues....... e eieiraeeeiaaas ceeees 323,594 31.972 334,077 336.049 3 966 360,00
. Geographic Earnings .............c.ooeviiiinnninnns 3 942 3 143 3 1.141 3 1,284 3 — 3 202
. Corporate and other (net of income {axes)................ o
; Net financing expense (net of income taxes).............. 183,
i+ Montgomery Ward restructuring provision
(net of INCOME LANES) «uuvrervereiianeeiinriainaneinaenen 150z
NEtINCOME. ..uuiiiteenneiineeeiieesenierereeenananaes 3 LM
( At December 31,1985
¥
* Total Geographic ASSetS.....oovveiviiviniiiniiiiinns 320,374 33.883 314,542 318.425 3 1348) 333.43
’ Corporate and all other assets .....o...cvvevrniininianns 3.301%
M ™ 41 73
Total Assets ........coiviiiiiiiiiiiniirreniiiiians s, } AT 341,75,

See commentary on page J2.
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1 Major Accounting
Policies

Principles of Consolidation

The consolidated financial statements
include the accounts of domestic and
foreign subsidiaries more than 50%
owned, except for those engaged inreal
estate operations and financial services,
Real estate and financial services sub-
sidiaries, including Mobil Qil Credit Cor-
poration (Mobil Credit) and Montgomery
Ward Credit Corporation (Montgomery
Ward Credit), are accounted for on the
equity method. The pretax income of
these subsidiaries is included in “‘Inter-
est, dividends, and other revenue,” and
related taxes are included in “‘Income
taxes.”

Significant investments in com-
panies owned 50% or less are also
accounted for on the equity method.
Investments in other companies in
which Mobil owns less than a majority
interest are stated at cost less applicable
reserves.

Intercompany transactions are
eliminated.

Inventories

Substantially all inventories are valued at
cost under the last-in. first-out (LIFO)
method. Certain inventories, primarily
materials and supplies, are valued gener-
ally at average cost. At the balance sheet
date, inventories are stated at the lower
of cost or market.

0il and Gas A«counting Method
Mobil follows the successful efforts
method of accounting prescribed by FAS
19, Financial Accounting and Reporting
by Oil and Gas Producing Companies.
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Exploration and Mineral Rights
(Leases)

Direct acquisition costs of unproved min-
eral rights (leases) are capitalized and
then amortized in the manner stated
below. Payments made in lieu of drilling
on nonproducing leaseholds are charged
to expense currently.

Geological, Geophysical, and
Intangible Drilling Costs
Geological and geophysical costs are
charged to expense as incurred. Intan-
gible drilling costs of all development
wells and of exploratory wells that
result in additions to proved reserves
are capitalized.

Depreciation, Depletion,

and Amortization

Annual charges to income for depreci-
ation and the estimated cost for restora-
tion and removal of major producing
facilities are computed on a straight-line
basis over the useful lives of the various
classes of properties or, where appro-
priate for producing properties, on a
unit-of-production basis by individual
fields.

Costs of producing properties are
generally accumulated by field. Depletion
of these costs and amortization of
capitalized intangible drilling costs are
calculated on a unit-of-production basis.

Capitalized acquisition costs of
significant unproved mineral rights
(leases) are assessed periodically ona
property-by-property basis to determine
whether their values have been im-
paired; where impairment is indicated, a
loss is recognized. Capitalized acquisi-
tion costs of unproved mineral rights
(leases) whose costs are not individually
significant are amortized over the ex-
pected holding period. When a mineral
right is surrendered. any unamortized
cost is charged to expense. When a prop-
erty is determined to contain proved re-
serves, the mineral right then becomes
subject to depletion on a unit-of-produc-
tion basis.

When assets that are part of a com-
posite group are retired, sold, abandoned.
or otherwise disposed of, the cost is
charged against accumulated deprecia-
tion, depletion, and amortization, but in
those cases where reserves are accumu-
lated for specific properties. gains or
losses on disposal are included in income
currently.

Maintenance and Repairs
Maintenance and routine repairs are
charged against income as incurred.
Major repairs are capitalized, and any
replaced assets are retired.

U.S. Investment Tax Credits

U.S. investment tax credits are
accounted for under the *‘flow through”
method. Under this method these credits
reduce income tax expense in the year
they arise.

Foreign Currency Translation

Mobil follows the provisions of FAS 52,
Foreign Currency Translation. The local
currency of the country of operation is
used as the functional currency for pur-
poses of translating the local currency
asset and liability accounts of most
foreign operations at current exchange
rates. The resulting translation adjust-
ments are accumulated as a separate
component of Shareholders’ Equity. For
other foreign operations, principally
exploration and producing operations in
Indonesia and Nigeria. and for operations
in highly inflationary economies, the
U.S. dollar is the functional currency.
Gains and fosses resulting from trans-
lating asset and liability accounts that
are denominated in currencies other
than the functional currency are included
in income,

IR
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Pending Accounting Changes

Late in 1987. the Financial Accounting
Standards Board (FASB) issued

two significant financial accounting
standards.

FAS 94, Consolidation of All
Majority-owned Subsidiaries, requires
the consolidation of all majority-owned
subsidiaries unless control is temporary
or does not rest with the majority owner.
For Mobil, this means the consolidation
of the unconsolidated subsidiaries dis-
closed in Note 4, *‘Investments and
Long-Term Receivables.”” While Mobil's
consolidated net income will not be
affected by the adoption of FAS 94,
Mobil's reported assets and liabilities
will increase substantially from their
previously reported amounts. This stan-
dard becomes effective for financial
statements for fiscal years ending after
December 15, 1988. Restatement of
comparative financial statements for
earlier yearsis required.

FAS 96. Accounting for Income
Taxes. requires that deferred tax assets
and liabilities be adjusted whenever tax
rates or other provisions of income tax
laws change, which is not the case under
the existing accounting standard. For
Mobil, a new provision in FAS 96, appli-
cable to business combinations effected
prior to the year the standard is first
adopted, requires the recording of de-
ferred taxes for any difference between

"NOTES TO FINANCGIAL STATEMENTS -

the remaining balances of the assets and
liabilities of an acquired enterprise and
their tax bases. This standard is required
to be effective for financial statements
for fiscal vears beginning after Decem-
ber 15. 1988, although earlier adoption is
permissible. When Mobil adopts the new
standard, Mobil will show, based on pre-
liminary estimates, a material increase
in *‘Deferred income taxes™ witha
corresponding decrease in *'Earnings
retained in the business.’” This is strictly
an accounting change, with no effect on
Mobil’s cash flow or on Mobil's actual
income tax liabilities.

Segment and Geographic Data
Details on segment and geographic
earnings and assets appear on pages 31
through 33.

2 Accounis and
Notes Receivabie

Accounts and notes receivable include
amounts receivable from companies
accounted for on the equity method of
$407 millionand $454 millionat Decem-
ber 31. 1987 and 1986, respectively.

[
3 Invenfories
Inventories valued at cost under the
LIFO method represented about 82% of
Mobil's worldwide inventories at Decem-
ber 31, 1987 and 1986. For those inven-
tories valued under the LIFO method,
the value of the inventory based upon
current cost approximated the stated
value of the inventory on the LIFO basis
at December 31, 1987 and 1986.

037732

ot ah N ¢

During 1987, 1986. and 1985 inven
tories valued under the LIFO method
were partially liquidated. This resulted
a decrease in net income of $4 million
in 1987, a decrease of $33 millionin 19¢
and an increase of $34 million in 1985,

; Inventories at December 31:

tIn millionss 1987 19:
Crude oil and

petroleum products ..... $3.612 32,9¢

! Chemical products......... 333 31

Other. including materials

and supplies.............. 545 33
Montgomery Ward......... 774 h
Total.ooveeiiiiiiiniiieeaas §5.264 34,55

4 Investments
and Long-Term

®
Receivables
At December 31, 1987 and 1986, [nvest-
ments and Long-Term Receivables
included $1,399 million and $1,359
million, respectively, of investments in
unconsolidated subsidiaries.
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Unconsolidated Finance Subsidiaries
Mobil Credit operates Mobil Oil’s credit
card business, purchases accounts
receivable from Mobil Oil, and issues
short-term debt that neither Mobil nor

its affiliated companies guarantee.

Mobil's investment in Mobil Credit was
$228 million at December 31, 1987 and
1986. Montgomery Ward Credit
purchases customer accounts receivable
from Montgomery Ward and issues
short- and long-term debt. none of which

Mobil or its affiliated companies guaran-
tee. Mobil’s investment in Montgomery
Ward Credit was $701 million at Decem-
ber 31, 1987 and $700 million at Decem-
ber 31, 1986.

———
Mobil Credit Montgomery Ward Credit
tIn mrllionss 1987 1986 1985 1987 1986 1985
Assets, principally accountsrecetvable .......oooiiciiiiiiiiiine. $1,099 3875 31,129 $2.683 32.519 32,597
Short-term notes payable and commercial paper............coooee.. 697 578 846 926 472 602
Current portion of long-termdebl ......ovvvreverrerinvirerriaivnins -~ - - 97 121 115
Long-termdebt.....cviuiiriiiiii i e as - - - 738 843 973
Other Habilities ... ..ot er e e 174 69 31 221 383 200
N ASSBIS. . urssserseeeess s e e e e et rare e e e e e eans 228 228 252 701 700 07
GIOSSINCOME .\ ovetit et tes et eaeeaett e taraneineanreneneenennss $ 179 5184 § 211 $ 205 3 238 3 407
[nterest eXpense. ..o i it 47 48 66 135 156 268
Income before taxes .....vvviuieinii i 28 33 45 68 80 137
NELIICOME 1.oviniiiiiititi i e e iriere e et reneneanaes 17 17 25 41 43 7

Affiliated Companies and
Unconsolidated Subsidiaries
Summary financial information for
affiliated companies (owned 50% or
less), excluding Aramco, and for
unconsolidated subsidiaries, excluding

the finance subsidiaries shown above,
accounted for on the equity method
is shown below.
Undistributed earnings of the
affiliated companies accounted for
on the equity method included in

“‘Earnings retained in the business’’
were $678 million at December 31,
1987. Dividends received from these
companies were 3116 million in 1987,
$107 million in 1986, and $80 million
in 1985.

————
1987 1986 1985
Mobil Mobil Mobt.

(In mullions) Total Share Total Share Total Share
Affiliated Companies
CUTTENL ASSEES 1. vuvvntere e e ietcaanesesarneaeaanraserneanens $§ 7.582 $2,345 $ 5.935 $1.817 $ 5421 51.688
NONCUITENE ASSELS <. eutereineninreiernrenreansariereaneaanaaanes 9,931 3,421 9.267 3,281 8,217 3.05¢
Current liabilities ...t iei i v e 5,240 1,689 4,154 1,277 4,238 1.326
LOong-termdebt. . ..t e et e er e aaaaaees 3,946 1,491 4,392 1.647 4.693 1,765
Other liabilities . ... o.ooiiiiiiii i 1,620 468 1.457 466 1,220 386
I T 6,707 2,118 5.199 1,708 3.487 1.276
GIOSS TEVRIUES .. - ueneiieiresisiereineaneansernneeneeiareaneeanns 316,138 $5,159 $14.071 34,332 316.543 35,538
InCOme BEfOre LaXeS ...vvuee v iier e cr e e enaaanees 1,045 281 1,674 511 829 20z
NELICOME 1o v nveeit i ee e e te e aneanere s eraennas 636 192 345 241 363 34
Unconsolidated Subsidiaries
CUITENE 2SSLES .11 uveitinie e ieeiaeieneeiaeessnrnaensreasennannn $ 158 $ 158 3 326 $ 323 3 260 3 260
NOMCUITENL BSSELS ...\ .viues e iarinannreseneeeanariseraneraaaeanes 1,062 1,057 892 891 936 931
Current Habilities .....oveinie e eeeaas 222 222 308 307 382 380
Long-termdebt. ....ccoviiiiirs e 200 195 183 180 236 2335
Other Habilites .. oovenvi it eiiee e reraeeeeeneeeraecnran 328 328 296 296 192 182
Nt BSSEUS 1 v vnr e emreeanenienenrerneeaenarrnnrneanrsnsatonsannaas 470 470 131 431 386 38+

¢ GIOSS TEVENUBS 1. uue e iaeeeniereanisseennncnnnessernneassannmmaesn $ 142 3 442 3 507 3 507 3 350 S 55t
InCOmE DEfore taXES .. cooveevrenriceieire e er s 64 64 . ‘_g. 3 82 190 19¢

D NEUICOME ... rvveveeeoeeeeeesoemoooeiseeorenereeneeeeees 11 TN AR N 19 e
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5 Properties, Plants,
and Equipment

AEa—
Properties. plants. and
equipment, at cost,

at December 31:

tfn mlhons) 1987 1986
Petroleum.............. $39,563 336,643
Chemical .............. 1,931 1.805
i Corporate and ather ... 656 796
. Montgomery Ward.... 1,483 1.384
Totalcooeviiiiniinnnns 13,633 40,628
Less accumulated

depreciation,
depletion, and

amortization ........ (18,687) (16,324)
; Net properties,
*  plants, and

equipment........... $24,946 3524.304

Interest capitalized was $17 million in
1987, $61 million in 1986, and $120
millionin 1985.

Maintenance and repairs charged to
income were $1,148 million in 1987,
$1,216 million in 1986, and $1,269
million in 1985.

6 Leases

Mobil leases real estate, service
stations, tankers, and other equipment
through noncancelable capital and oper-
ting leases.

Net rent expense charged to earn-
ings was $690 million in 1987, $755 mil-
.ion in 1986, and $700 million in 1985,
ifter deducting rentals from subleases of
387 million in 1987, $75 million in 1986,
and $59 million in 1985. Contingent
lease rentals for operating and capital
‘eases were included in net rent expense
1sincurred and were $54 million in
1987 and $57 million in 1986 and in
1985. These contingent lease
‘entals are determined generally by

~ §
i
)
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volumetric measurement or sales reve-
nue. Some rental agreements contain
escalation provisions that may require
higher future rent payments. Mobil does
not expect that such rent increases, if
any, will have a material effect on future
earnings.

Capirtal leases included in Net Prop-
erties, Plants, and Equipment were
$368 million at December 31, 1987, and
$350 million at December 31, 1986.

Future minimum [ease payments have
not been reduced by future minimum
sublease rentals of $213 million under
operating leases and $22 million under
capital leases.

7 Notes and Louans
Payable

' Notes and loans payable
at December 31:

] (I mlhonsy 1987 1986
| BankS........oeveernn. S 808 $689

Others .oooveeeevrnvennn 208 111
b Total e, 51,016 $800

——
Future minimum
lease payments under
noncancelable leases
at December 31. 1987:
Capital
Operating Lease
tIn millions) Leases  Obligations
1988 .ot $ 305 $ 93
1989 . cvuiieienaennns 248 92
1990 ...ttt 202 73
L1 ) R 154 67
1992 i 114 62
Latervears ............ 581 320
Future minimum
lease payments...... $1.604 707
Less
—EXECULOTY COSUS vavvrerieeerereannns (41)
B 1105 ¢ AN (274)
Capital lease
obligations. .......cciviiiiiiiiiiin, $392

At December 31. 1987, Mobil Oil and
Mobil Credit had $610 million of
unused lines of credit for short-term
financing. Of these, 3568 million sup-
ported commercial paper borrowing
arrangements of Mobil Credit, 5560
million of which may also be used by
Mobil Oil.

8 Accounts Payable
and Accrued Liabilities

Accounts pavable and
accrued liabilities
at December 31:

(In mulhonsy 1987 1986
Accounts payvable:
Trade and other ..... $3.919 $3.582
Equity companies... 372 169
Accrued liabilities. ... .. 2,599 2317
Total ..ovvenivviiinnnns $7.,090 36.868




9 Taxes

S— -
{ Total taxes. vear ended 1987 1986 1985
i December 31: «in millionss U.S.  Foreign Total U.S.  Foregn Total US. Foregn Tor
Excise and state gasoline ............coveneeeeninnnn, $1,430 3 3,030 S 4.460 $1.306  $2.534 3 3.840 31.194  52.304 3 3.9
fmportduties .. ... - 5,738 5,738 - 4,676 4,876 - 3.167 3.16
Property, production. payroll. and other .............. 431 189 620 354 232 786 961 77 1.23
Total other than income taxes .......cc.ocevvernnnrnnn 1,861 8,957 10,818 1.860 7442 9.302 2.155 3.748 -l
Income taxes:
U.S. state and local income taXes -...ovvvvveeneenenne. 64 - 64 66 - 66 36 - >
U.S. federal and foreign
INCOME tAXES—CUTTENL ..\uveeeennrinneinniininainns 96 1,420 1.516 171 1,422 1.593 - 3.207 3.20
—deferred ......coooiieiiiiinaens 201 N 194 (310) 237 (73) (68) 94 o
Total income taxes.......vveeeineenvenaneviinaecnns 361 1,413 1,774 (73) 1.659 1.586 32) 3.301 3.26
TOtal taAXeS - . et v i $2,222 $10.370 $12,592 $1.787  $9.101 310.388 32,123 39.049 S11.17
(1) Excludes L.S. duties or $59 million tn 1987, 345 mullion i 1986, and $47 rmsllion 1n 1983 reported 1n cost of merchandise.
Income from U.S. operations before in- lion, and $4,478 million, respectivelv. Deferred income taxes

come taxes was $1,551 million in 1987,
$978 million in 1986, and $1.031 million
in 1985. Income from foreign operations
before income taxes for the same three
years was $2,682 miilion, $3,438 mii-

The (loss) from Corporate and Other and
Financing before income taxes for the
same three years was ($1,201) million,
($1,423) million, and ($1,200) million.
respectively.

The table below reconciles the difference between the worldwide income tax provision

and the application of the U.S. statutory income tax rate.

Income taxes year ended 1987 1986 1985
December 31: (In miilions) Amount % Amount % Amount %
Theoretical taxat US. rate ............... $1,213 40.0 $1.377 46.0 $1.982 46.0
Foreign taxes in excess of

U.S. statutory rate .. .c..covvneeenecnens 591 19.5 180 6.0 1,058 24.6
[nvestment taxcredit...............oeeee. (13 (.3) (57 (1.9) (116) (2.0
State and localincome taxes.............. 38 1.3 36 1.2 19 4
Purchase accounting

amortization related to the

acquisition of Superior ..ol 157 5.2 144 4.8 121 2.8
Otheritems, net .........evvevieiiarnnnn. (210} (7.0 (94) @G.1 205 4.8
Total cueeieiiiiii i $1,774 58.5 31.586 353.0 $3.269 75.9

AT

Deferred tax expense applicable to major timing
differences. year ended December 31: (In millions) 1987 1986 1985
Book depreciation (higher)/lower

than tax depreciation.........ccoevveveiererneenens $(50) 5127 3212
Timing differences applicable

toreceivables and inventories..............cennenn (53) 87 (155)
Intangible driling costS .......cvveveeveeneiieaeeacns (51) 36 56
Nonproducing Properties .....oee.ceeeueeeernneeanenns 33 (78) 159
{nvestment taxcredit.. ..o ooieeinrienaaiiiaiienaaaans 80 (64) (116)
Provision for reStructuring .........cccveriicnnnninnens 38 73 (227
Otheritems, et ...o.vvennneee i eiiceeiieeaaenaanas 177 (80) 97
¥ | PPN $194 3(73) 3 26

—F T

Taxable income as defined in the tax law
of various countries is frequentiv ditfer-
ent from pretax income as defined by
generally accepted accounting princi-
ples. Some of the differences are perma-
nent, whereas others reflect differences
in timing and give rise to accruais of
deferred tax. Mobil does not provide
deferred taxes for taxes that could resul’
from the remittance of undistributed
earnings since it is Mobil’s intention gen
erally to continue reinvesting these
earnings indefinitely. If such amounts
were remitted, foreign tax credits avail-
able under present law would reduce the
amount of U.S. taxes pavable.

Mobil’s share of the undistributed
earnings of consolidated subsidiaries ar:
companies accounted for on the equity
method, which could be subject to
additional income taxes if remitted,
was approximately $2.800 million at
December 31, 1987.




10 Long-Term Debt

* Long-term debt at December 31: 1/n mslttons; Callable Within Five Years 1987 1986
: Mobil Corporation
D TH%NO0tES QUL 1992, . .iiiiiiii i e e a e e $ 200 5 -
B I 1o - T e T N 100 100
I 7%%notesdue 1991 ... e 100 100
T T N0TeSdUE 1993 .. e e 95 95
I LR 8 e €LY (1= L L 7 PO PPPRTPIN 200 -
i BY2% debenturesdue 2001 ... oo 1988 .oiiiriiiiiiiiiaas 604 604
D B94% NOES QUE 1994 . vereevaeeeeeree et oo ee et ee e s eeee et e e s et et e et ee et nes s e e enn e 200 -~
B oL R 1T L 1 | AT 200 -
B 00 MOUES ... ueeiiinseernntrnnnneennreeuneassanstessnneeenenennanaaeansssessesiosttsssesenssonnnrsncrmnsennsnnecnnsns - 100
B0 NOTES AUE 1090 . ..t iie ittt vesteinreraeere e teeaiesenenttoaonnraeanaetee ae ettt tmaataaantearerieeetanraans 200 -
o T s L1 R L ) O TP 200 -
9%% debentures due 1999 ... oot 1988 ..iiiiiiiiiiiineenes 38 38
O (0T T (LT L =T PPN 200 200
O (0 L I T - P P - 200
1% NOtES AUE 1992 .. eetiitee et r e et a e aanens 1989% i 100 100
13.765% debentures due 2004 .....veerineiinnieiiiiiiiari e ra et serraaaaans 1989* i 1,100 1.100
14%8% NOtes dUE 190] .. uien it i i e taeae e e e e aaas 1988* i 94 94
14.40% debentures due 2004 ... ..viiiiiiiiii e 1989% ..ot 900 900
Debt due within one vear classified as long-term (Z6%) ......ooeiinrimniiiii e 266 1.553
o Other (84%) due 1989-2014 .............ooiiiiiiuritniiee e et e et e e e e 123 122
i Foreign currencies (11%9) due 1990 .....viuiieineie e iiierereenrrereeee e riaateetaerasraessenraarasnrarnraaeneas 59 59
! Original ISSUE dISCOUNT 4. u vttt et eeee it vt es e e e e e e aaaaeuioae s an s e ae st nsaaebanenarasnraeiorsnenns (14) $4.9635 (13)  $5.35¢
I
¢ Mobil Oil and consolidated subsidiaries
{ o $%%debenturesdue 1993.. .. i 1988 .oiiiiiiiiiiiieees 61 61
3 R Lo 10 VT e 1 PPN 1988 i 195 200
T T%%debentures due 2001 ..o b e e 1988 ..iiiieeiniiiiinennnns 73 73
i‘ 8Ys% debentures due 1992 ... . ittt iie e it re st eeaaa s erieneeaes 750 -
i B.45% debentures due 2005 . ... ..ot ii i e e 1988 ..viiiiiriiieeeen 110 110
§ Debt due within one year classified as long-term (8%8%) ........cooiiiiiiiiiiiiiiiiii i 250 1.400
¢ Industrial revenue bonds (6%8%) due 1991-2014. . ....ceiiiiiereeretrennemnnneeaaateeeretoreesttannmnanmneersmemmnansannes 279 279
Other (8% %) due 1990-2050 <.\ otnrine i iiitiitsrete e en e eaateua s eoar et n e aam it e eattiesatiestarnanans 63 78
Foreign currencies (77%)due 1989-2014 ... ...ttt it r i 52 1.833 47 2,248
! Montgomery Ward and consolidated subsidiaries
i %% debentures QUE 2000 .. ... . vuieiniren s ineies et atsasersrarae e e retetaa e b ten et aaaa e aaaen 18 60
i Other (9%%) due 1989-2020 .......oouiitiiiiitiirt et e e e 218 266 227 287
B 101 O Y $7,064 $7.885
“Atpar

The percentages shown in parentheses
in the table are weighted average interest
rates at December 31, 1987.

The approximate amounts of long-

$1.5 billion of debt securities to be
offered pursuant to Rule 415 of the
Securities Act of 1933, under which
Mobil issued $500 million of 8% % five-

Certificate of Deposit Rate, ora
specified Prime Rate, as selected from
time to time by Mobil.

Montgomery Ward and Mont-

term debt that become due during the
vears 1988 through 1992 are: 1988—
$175 million, 1989—$554 million,
1990—$579 million. 1991—$826 million,
and 1992—31,393 million. Future
sinking fund requirements of $392
million may be satisfied by debentures
currently held in the treasury.

At vear-end 1987 Moabil had 9;{' -

with the Securities and Exchange Com-
mission that would permit the sale of

MR

i)

ing effective *‘shelf™ registratians ortfile v, f}

year notes on February 3, 1988.

Mobil and Mobil Qil have $1.6 bil-
lion long-term revolving credit agree-
ments with various banks, which have
not been utilized. A total of $.5 billion of
Mobil and Mobil Oil borrowings due
within one year has been classified as
long-term debt. The unused $1.6 billion
of the revolving credit agreements is

subject to annual commitment fees of .06

of 1%. Interest on borrowings under the
agreements is based on the London
Interbank Offered Rate, the Dor-n~+i~

e

gomery Ward Credit Corporation have
entered into multi-year revolving credit
agreements with various banks totaling
$1,124 million, none of which was out-
standing at December 31, 1987. The
unused revolving credit facilities are
subject to commitment fees of ¥ of 17
on $864 million, which is avaiiable to
either Montgomery Ward or Montgomery
Ward Credit and .175 of 1% on $260
million, which is available to only
Montgomery Ward Credit.
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11 Employee Benefits

Employee benefits that Mobil provides in
the United States are contributory and
noncontributory medical and dental
plans, pension plans, group life insur-
ance, savings plans, employee stock
ownership plans, disability plans for sick-
ness and accidents, and termination
plans. Mobil’s international affiliates
also provide various pension and other
employee benefit plans. The estimated
costs of the domestic and international
benefit plans are either funded or
accrued currently.

The majority of full-time U.S. em-
ployees are covered by contributory and
noncontributory pension plans. These
plans are primarily final average and
career average plans. Mobil'’s funding for
these plans is based on the projected
unit credit actuarial cost method.

Mobil's overseas employees are
covered by pension and similar plans.
Coverage and benefits vary from country
to country. Mobil's funding policy also
varies, in line with local commercial,
actuarial, and taxation practices.

The worldwide charge to Mobil's in-
come for pension plans was $123 million
in 1987, $105 million in 1986, and $190
million in 1985.

In 1985 Mobil adopted the projected
unit credit actuarial cost method for
major domestic pension plans, which
had the effect of increasing 1985 net
income by approximately $12 million
($.03 per share).

In 1986 Mobil adopted the provi-
sions of FAS 87, Employers’ Accounting
for Pensions, for its principal domestic
plan, which had the effect of increasing

1986 net income by approximately
$36 million ($.09 per share).

The components of 1987 net pen-
sion expense for Mobil's domestic plans
(including Montgomery Ward’s plans)
were as follows (in millions):

‘ Benefits earned during year .............. $102

Interest accrued on benefits

earned in prior Years..........cceeeennee 207
Actual earmags on assets e (118)
Net amortization and deferral ............ (158)
Net pension eXpense .........c..ueeeeeeeens 333

Y SR Y 40°

Pension expense for 1987 was based on
an assumed average discount rate of
8% %, an assumed average rate of in-
crease in future compensation levels of
5% %, and an expected average rate of
return on plan assets of 8%2%.

The actuarial value of accumulated
benefits is not calculated for Mobil’s for-
eign pension plans. For foreign plans, the
value of plan assets exceeded the actu-
arial computed value of vested benefits
as of year-end 1987 and 1986.

Mobil and many of its subsidiaries
provide certain post-retirement health
care and life insurance benefits for most
of their retirees, if they are working for

the company when they become eligible
for retirement. These post-retirement
benefits and similar benefits for active
employees are provided through pro-
grams where the costs are based on the
benefits paid during the year. The total
expense in 1987 for post-retirement
benefits only was $30 million. Prior to
1987, the cost of post-retirement
benefits was not separable from the cos’
of similar benefits for active employees.
In 1986 these costs totaled $170 millior.
for 37,000 retirees and 95,000 active em
ployees. In 1985 these costs totaled $1¢
million for 43,000 retirees and 112,000
active employees.

The funded status of Mobil's domestic plans (including Montgomery Ward's plans) and
the amounts recognized in the consolidated balance sheet were as follows (in millions):

—

At December 31:

1987 19

Actuarial present value of
accumulated benefit obligation

Vested $1,921 $2.0¢
164 20
2,085 2.2
Additional amounts related
to projected pay increases 109 4.
Projected benefit 0BHZAtIoN ... ...veiieues i e 2,494 2.6¢
Plan assets at fair value, primarily
in equity and fixed income
SEOUTILIES ..evetisvie e e er e 2,717 2.8

Plan assets in excess of

projected benefit obligation ..............c...evninnns

Consisting of:
Unrecognized net asset at date

Unrecognized prior

Unrecognized net loss since
initial application of FAS 87 ...

of initial application of FAS 87 ........coceceevennn.

SEIVICE COSL. . evunaneunrenrrrernecanransansccnranreens

Accrued pension COSt .......veuveurencenrernrenenanees

Rates used in determining
the actuarial present value
of the projected benefit
obligation:

Rate of increase in
future compensation

DiSCOUNErate. .ooeesiteee e cenee e ceeeenees

leVelS ouereien e
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12 Stock Option Plans

Under the 1986 Mobil Incentive Compen-
sation and Stock Option Plan approved

by shareholders. options may be granted
to key employees to purchase a maximum
of 10,000,000 shares of common stock.
No additional options may be granted
under earlier plans. ““Nonqualified”’
options and "‘Incentive Stock Options,”’
.~

‘ Stock option transactions:

<
i
H

having a maximum life of 10 years, are
granted at 100% of the fair market value
of Mobil stock at the time of the award
and may be exercised for stock or, in
some cases, relinquished for stock
appreciation rights (SARs) in annual
installments after the first year. The
stock appreciation rights permit the
holder to receive stock, cash, or a combi-

nation thereof equal to the amount by
which the fair market value at the
time of relinquishment exceeds the
option price.

Under the 1986 Plan there wer
6,176,450 shares available for optior
December 31, 1987

1986 1981 1979

Plan Plan Plan

. January 1, 1987—shares under option: 1,961,100 8,192,371 1,749,538
Opuions granted 88 349,30 o iviiiiiit ittt e e a e e tea st a e e ran e e araraaaaes 1.883.150 -

Options expired orcanceled ...........c.ovceiiiiiinnes
Options relinquished for stock appreciation rights at prices ranging from

SITT1033638. .0t
Options exercised at prices ranging from $14.77 1033638 .......coooiiiiiii i

(24,700) (6,500) (1,.370)

(15.500) (442.314) (108.13D1)
(197.354) (1,838,409) (434.502)

December 31, 1987—shares under option:

; Years Average

i of Option Price

] Grang Per Share

[ 1974-1977 5 -

f 1979-1981 33.01

H 1981-1985 28,78
1986-1987 39.39

5.905,148
3,606,696

Options exercisable at December 31. 1987 ............
L Atanaverage price of ... ..viiiiiiiiiriiiciiiiaaees

. During 1986 options were exercised or relinquished at prices ranging from

L SATTI0836.38. et eaeae.

i During 1985 options were exercised or relinquished at prices ranging from

3771083000, . .ceiiiii e

1,457,789 5,905,148 1,205.535
$29.10 $28.78 333.01

4,000 849,012 195,41

- 363,018 189,0¢

13 Commitments and
Contingent Liabilities

Substantial commitments are made in
the normal course of business for the
purchase of crude oil and the acquisition
or construction of properties, plants, and
equipment (including tankers for time
charter to Mobil).

Mobil has guaranteed approximately
$285 million of the obligations of others,
excluding certain cross-guarantees
{about $277 million), primarily foreign

customs duties, made with other re-
sponstible companies in the ordinary
course of business. In addition, Mobil has
guaranteed specified revenues from
crude oil, product, and carbon dioxide
shipments under agreements with pipe-
line companies in which it holds stock
interests. If these companies are unable
tomeet certain obligations, Mobil may be
required to advance funds against future
transportation charges. No material loss
is anticipated under these guarantees.
Mobil has provided in its aceounts
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engaged in various litigati
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NOTES TO FINANCIAL ST!

°
14 Cﬂplfﬂl S'O‘k Preferred Stock were authorized for shares of $2.00 par value common stock
At December 31, 1987, 30,000,000 issuance upon exercise of certain pre- were authorized and 432,786,167 shares
shares of $1.00 par value preferred stock ferred stock purchase rights; none were were issued, including 21,427,400 held in
were authorized, of which 6,000,000 issued or outstanding. the treasury. There were 411,358,767
shares of Series A Junior Participating At December 31, 1987 600,000,000 shares outstanding at year-end.
|
Net increase (decrease) in shares of common stock outstanding year ended December 31:
1987 1986 198<
Exercise of stock options and SARS ....vveiniitiiiiieiieeit i eerrae e araer et rranererararaataeens 2,707,045 1,039,127 621,905
Purchase of COMMON SLOCK fOr LTRASUIY +u.vvurveiensenieteeteneruerneeisrarnernaansentaesstrneeerenratacansessecnene (175,000) (687.500) -
Incentive COmMPeNSation aWardS. . ....vreueriirenteieeneeretersrrraernreraasesnsasneaneaaerarsesernns 94,948 21,054 24,923
Purchase of Marcor fractional SHares......uveveuiineiioirreeeraieiitseereteaeneaetisenesaneaninenns 91) (109) (115
Conversion Of Marcor dEbentUIES. . ... .. . viieintinee e iaetentrnrrneintaerstanaennesanaensansernmaeeeeiaasresnanss - 8,111 37¢
T T o 1 RPN 2,626,902 380.683 647,088
Cumulative translation adjustments at December 31:
(In millionsy 1987 1986 198z
Properties, plants, and eQUIPIMENE, MIBL ... ...uvirvueneeercrtetrseneetmaeaseaaaracanantaarurrestuanansasrsssisssine $ 35 $(1,153) $(1.534
DeferTEd INCOMIE LAXES. ...ttt iite it e teeee e ea et etasneamr e anaenaanenranenssraasttnaanratanatss (83) 329 429
Working capital, debt, and Other ItemIS, MEE ...\ e et ireitenteeente e cee vt cran et canaansanraasrmnsananessstsarnns 74 (266) (621
Lo | O PP PPPPTON $ 26 $(1.090) 3(1.726
Foreign exchange transaction gains of $108 million in 1987, $181 million in 1986, and $205 million in 1985 were credited to income.
[ ] °
16 Quarterly Financial Data ...
]
Quarterly financial data: Quarter
(In millions except
per-share amounts) First Second Third Fourth Year
Revenues '
1L - 3 OO $12,753 $13,566 $14,464 $15,933 $36,716
JL T TS $ 13,877 $ 12,176 $ 11,314 $ 12,498 $ 49.865
Income taxes
B O $ 455 $ 420 $ 481 $ 418 $ 1,774
1086 . i isire e it ee e aa e anneaanaes $ 692 $ 408 3 305 $ 181 S 1.386
Net income
1987 e eerrerens $ 252 $ 304 $ 319 $ 383 $ 1,258
1986 e $ 440 $ 582 $ 182 $ 203 $ 1.407
Net income per share
LOBT™ et $ .62 $ .74 $ .77 $ .93 $ 3.06
1986 @ i $ 108 $ 142 $ .45 $ .50 $ 345

(1) Net income in the fourth quarter of 1987 included a 3140 mullion provision for the excess of book 1nventory vaiues over market values in locai currencies. The effect
of this provision was partly offset by a $30 million favorable adjustment of U.S. excise tax accruals and a $62 million favorable adjustment of foreign tax reserves.
In addition, the fourth quarter included a $92 million gain on the sale of the New York office busiding and a $98 million provision for headquarters relocation costs.

(2) Net sncome included a 357 msllion LIFO inventory drawdown charge in the first quarter of 1986, a $187 mullion gain on sale of Mobil's interests 1n Angola and
383 mullion of favorable adjustments to Alaskas crude purchase provisions in the second quarter of 1986, and a $150 million loss on sale of Container Corporation
of America in the third quarter of 1986.

(3) Net income sncluded financial benefits of $24 mullion in the fourth quarter of 1986, resulting from reductions 1n LIFO inventortes. The fourth quarter of 1986
also inctuded the unfavorable efect of a $100 msllion provision jor accelerated amortization of exploration and producing assets, offset s11 partby a inancal

benefit of $36 mullion, resulting jrom adoption of FAS 87, Employers® Accounting for Pensions, for Mobil's principal domestic pension plan.
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The management of Mobil Corporation
has the responsibility for preparing the
accompanying financial statements and
for their integrity and objectivity. The
statements were prepared in conformity
with generally accepted accounting prin-
ciples applied on a consistent basis. Such
financial statements are necessarily
based in part on best estimates and
judgments.

Mobil maintains a system of internal
accounting controls and a program of
internal auditing designed to provide
reasonable assurance that Mobil’s assets
are protected and that transactions are
executed in accordance with established
authorizations and are recorded properly.

The Audit Committee of the Board
of Directors, composed solely of direc-
tors who are not officers or emplovees,
meets regularly with Mobil'’s financial
management and counsel, with Mobil's
General Auditor, and with the indepen-
dent public accountants engaged by
Mobil Corporation and its principal sub-
sidiaries. These meetings include
discussion of internal accounting con-
trols and the quality of financial report-
ing. The independent public accountants
and the General Auditor have free and
independent access to the Audit Com-
mittee to discuss the results of their
audits or any other matters relating to
Mobil’s financial affairs.

The accompanying consolidated
financial statements have been examinec
by Arthur Young & Company, indepen-
dent certified public accountants. whose
appointment was approved by the share-
holders. Arthur Young & Company's
report follows.

e

L = 7 7M
Allen E. Murray P
Chairman,

President, and Chier Executie Officer

wa‘zc{’m

James Q. Riordan
Vice Charrman and Chief Financial Officer

We have examined the accompanying
consolidated balance sheet of Mobil
Corporation at December 31, 1987 and
1986, and the related consolidated state-
ments of income, changes in share-
holders’ equity and changes in financial
position for each of the three vears in the
period ended December 31, 1987, Our
examinations were made in accordance
with generally accepted auditing stan-
dards and, accordingly, included such
tests of the accounting records and such
other auditing procedures as we consid-
ered necessary in the circumstances.
The consolidated financial statements of
Marcor Inc. and Montgomery Ward &

Co.. Incorporated, consolidated sub-
sidiaries, and Container Corporation of
America, a consolidated subsidiary at
December 31, 1985, have been examined
by other independent public accountants,
and we were furnished with their reports
thereon. The assets of these consoli-
dated subsidiaries represent approxi-
mately 9% of the consolidated totals for
both 1987 and 1986 and revenues repre-
sent approximately 10%, 10%, and
13% of the consolidated totals for the
years ended December 31, 1987, 1986,
and 1985.

In our opinion, based upon our
examinations and the reports of other

037740

independent public accountants, the
statements mentioned above present
fairly the consolidated financial position
of Mobil Corporation at December 31.
1987 and 1986, and the consolidated
results of operations and changes in
financial position for each of the three
vears in the period ended December 31
1987, in conformity with generally ac-
cepted accounting principles applied ona
consistent basis during the period.

/?W%%M

New York, New York
March 1, 1988
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upplementary
oil and gas producing
discdosures

The accompanying tables set forth infor-
mation concerning Mobil's oil and gas
producing activities at December 31,
1987, 1986, and 1985. and for the vears
then ended. The tables are prepared in
accordance with FAS 69, Disclosures
about Oil and Gas Producing Activities.

Tables 1 and 2 represent Mobil’s
estimated net equity in worldwide net
proved reserves. Net proved reserves
represent estimated recoverable vol-
umes, excluding royalties and interests
owned by others. The production and
reserve numbers exclude NGL volumes
received under natural gas processing
contracts and Mobils rovalty interest
production and reserve volumes. All
reserve estimates are subject to future
revision. In the past, some of these
revisions have been significant.

Table 3 presents gross capitalized
costs related to oil and gas producing
activities and related accumulated de-
preciation, depletion, and amortization
at December 31, 1987 and 1986. Capital-
ized costs include (1) mineral interests in
properties, (2) wells, plants, and related
equipment and facilities, and (3) support
equipment and facilities used in oil and
gas producing activities.

)
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Table 4 sets forth certain costs in-
curred, both capitalized and expensed.
in oil and gas producing activities. Costs
reported include the 1987, 1986. and
1985 outlays for assets described in
Table 3, capitalized costs. plus the 1987,
1986, and 1985 costs charged to expense
for such items as geological and geo-
physical outlays. and expenses to carry
and retain undeveloped properties.
Exploration and development costs in-
clude depreciation of support equipment
and facilities used in those activities
rather than the expenditures to acquire
support equipment and facilities.

Table 5 summarizes Mobil's results
of operations for producing activities for
the vears ended December 31, 1987,
1986, and 1985. Revenues include sales
to unaffiliated parties and sales or trans-
fers (essentially at third-party sales
prices) to Mobil's other operations. Only
the revenues reported for the U.S. and
Canada are net of royalty interests of
others. Production (lifting) costs and ex-
ploration expenses are determined as
defined by the FASB.

Tables 6 and 7 set forth a so-called
standardized measure of discounted
future net cash flows relating to proved
oil and gas reserves, and quantify the
causes of the changes in the standard-
ized measure of the cash flows relating to
those reserves. Since the estimates
reflect proved reserves only, they exclude
any revenues that could resuit from
probable reserves, which could become
proved reserves in 1988 or later vears.
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For these calculations. vear-end v
and gas prices were applied to estimate
future production of net proved oil and
gas reserves at each year-end. less est:
mated future expenditures (based on
current costs) to be incurred in develop
ing and producing these proved reserv
The continuance of existing economic
conditions and tax rates was assumed.
In accordance with FASB requirement
the calculations do not reflect future
changes in prices, costs. or tax rates.
which may have a significant effect on
future results.

The data in Tables 6 and 7 are not
intended to replace the historical cost-
based financial data included in the
audited financial statements because.
as the FASB recognizes, such data are
not representative of either the fair
market value or the present value of
future cash flows.

A———
Cautionary Note:

Many of the FASB-mandated data in this
section (Supplementary Oil and Gas Pro-
ducing Disclosures) represent estimates,
assumptions, and computations that are .
Ject to constant change as the future unfol.
Mobtl cautions investors and analysts, the
Jfore, that the data are of questionable uttl.
Jor decision making.




Table 1

Estimated Quantities of Net Proved Crude Oil and Natural Gas Liquids Reserves «unauaea

n—
United Foreign
States Canada Europe Other

t Millinns orbarrelsy Crude NGL Crude NGL Crude NGL Crude NGL Total
Year Ended December 31, 1987
Net proved reserves

—beginmng of Year..........ooiiiiiiiii e 337 177 224 82 403 28 347 362 2,460

~reViSIONS Of Previous eSUMALES .. ..v veiiiireiirreennaenraannanns 20 4 - - 3 (1) 9 — 35

—IMProved reCOVETY .. vvvieeiiireiirie e e e rsas 93 (10) 6 2 8 - - - 95

~purchases (sales) of mineralsinplace ..........coooviieiieinn. (3) (1) (€3] - - - - - (5)

—extensions, discoveries, and other additions ....................e. 17 2 2 - 1 1 16 - 39

—PFOGUCTION. ..o itiiret it e et et ateee et eeeiaaraeranrareanens (96) (16) 21 3 (50 ) 1 (18) (227)
Net proved reserves

— €N OF YBAL ..ottt i e i e it iet et s et 868 156 210 77 365 26 351 344 2,397
Net proved developed reserves

—DegINNING Of YEAT. . e tieeie i iiiiieeiie e ereitiieseaneaeens 692 172 219 32 260 16 205 361 2.007

—end Of VAT ..ottt ittt vt 712 150 205 75 211 15 228 344 1,940
Mobil’s share of net proved reserves of investees accounted for

ontheequity method.......cvviieeiiiiiiiiiirieiiiiiiiireeeaanas - - - - 5 - 550 1 5356
Quantities under special arrangements in which the company acts

as producer

—quantities received during the vear.............cooeveiiiiiinnn. - - - - - - 7 - 7

—estimated fUture QUANTITIES .....c.ovsveeereeerreereenieeraaeeaens - - - - - ~ - - -
Year Ended December 31,1986
Net proved reserves

—DegInNINg Of YEAr. .. ovv ettt 853 183 231 81 439 33 370 176 2,366

—revisions Of Previous eStimMateS. . v .veeirreenrerraracasrosaerennns 15 6 - 1 - (2) Il - 31

—IMIPIOVEA TECOVETY - evever ettt tee et eeaeareinaennenaeeraien 46 3 12 3 9 (1) - 205 277

—purchases (sales) of mineralsinplace ............coiviieinins. (¢8] - - - - - an (§V] (13)

—extensions, discoveries, and other additions ..............ooneen. 21 2 4 - 6 - 3 - 36

—DTOUUCION. .o e tree i i e reerer e e rs e ritaanaeas 9N 17 (23) (3) (51) (2) (26) (18) (237
Net proved reserves

~eN0 Of YEAT .\ttt e ety 837 177 224 82 403 28 347 362 2,460
Net proved developed reserves

—DegINNINg Of YA .. ...t iiirierereiriaceririirraeireiiaeaeaneeaas 721 168 227 81 260 12 224 175 1,868

1 RV =Y. PP 692 172 219 82 260 16 205 361 2,007
Mobil’s share of net proved reserves of investees accounted for

ontheequity method......coiiiiiri it - - - - 6 - 551 1 558
Quantities under special arrangements in which the company acts

as producer

—quantities received during the Year........c.cverereriiininnnnns - - - - - - 32 - 32

~—estimated fUlure QUANULES ... oevvviiiniir it eiaeneeeieaaans - - - — - - - - -

.. 037742
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INFORMATION

Table 1 (Continued)
Estimated Quantities of Net Proved Crude 0il und Natural Gas Liquids Reserves ..noudea)

S——
F
United oreen
States Canada Europe Other

¢ Millions of barrels) Crude NGL Crude NGL Crude NGL Crude NGL Total
Year Ended December 31, 1985
Net proved reserves

—beginning of Year.........coiiiiiiiiir e 832 208 244 85 474 33 370 187 2,433

—revisions of previous estimates........vocvvrerernrecaiarincenns 24 (4] (10) (1) - - 23 (2) 2Z

—IMPIOVE FECOVRIY ..vvrriinrrierenresrnreaaeansiaenesateaneranss 79 1 18 - 12 1 - 6 117

—purchases (sales) of mineralsinplace ...........o.oooiiiininal - - - - - - - ~ -

—extensions, discoveries, and other additions .................... 17 2 3 - - - 3 — 25

L1 L1 £ 14) N PP 99) (21) (24) (3) (47 (1) (26) (15) (236)
Net proved reserves

—eNd Of VAT ... ittt 853 183 231 81 439 33 370 176 2.366
Net proved developed reserves

—beginning of year.........coovinvriiii e 727 189 239 84 208 11 225 185 1.868

L K0 Y SN 721 168 227 81 260 12 224 175 1.868
Mobil’s share of net proved reserves of investees accounted for B

onthe equitymethod.........coviiiiviirniiiiii e - — - - 6 - 331 - 537
Quantities under special arrangements in which the company acts

as producer

—quantities received during the year.............oooovvieiiinnais - - - - - - 16 — 16

—estimated future QUANTILIES. ........oiinvirireeniieeiiainenens - - - - - - — - -

Ten
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See Cautionary Note on page 4.
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Table 2

Estimated Quantities of Net Proved Natural Gas Reserves ..

A
United Foreign
+ Bullions of cubtc eet) States Canada Europe Other To
Year Ended December 31, 1987
Net proved reserves
=D EINMING Of YOAT. ...ttt ie it v e et aae 7.855 2,597 2,737 7.290 204
~—revisions of Previous eStMates. ... ...ociiiiiiiiirei i eere e 277 (63) 400 (03] 6
~—UMPTOVEA TBCOVEIY . .vuenetiinitieeiniieintatrietsbernes e ten e rasasasneneensanenians 40 - (5) -
—purchases (sales) of mineralsin place ............ovoiiiiiiiiiiiiiiiiiie e (8 - - -
—extensions, discoveries. and other additions ..........cccviciiiiiiiei i 187 8 102 - 3¢
—PTOUCTION. . . ..o iiite ittt et ccaas s ear e tterennnreatasatssnncaaasanasorsorainrossnnsanesnns (610) 120 233 (466) (1,4:
Net proved reserves
=N Of VAT ..ottt e e e e eas 7.741 2,422 3.301 65.823 20.2¢
Net proved developed reserves
DI Of VAT, .. ettt iit et e et ettt eaeas 6,719 2,498 2.289 7.290 18.7¢
=20 Of YBAT 1. ettt et 6.493 2,234 2,399 6,323 17,9«
Mobil’s share of net proved reserves of investees accounted for on the equity method.............. - - 63 137 2(
Year Ended December 31, 1986
Net proved reserves
=g NI Of YEar. ... i i e ean 7.600 2,845 2,649 7.593 20.6¢
—TEVISIONS Of PreVIOUS ESTIMAIES ..\t vverenraneniannsreenrannnenaesenneeneesseinsscaanoncseanss 514 (117) 101 20 31
—IMPIOVEA TECOVETY eeviivntirerevneneenaeaenanarenaeenraesasnaneereetneasronsantosesssnmneansss 30 3 (10) 82 i
—purchases (sales) of minerals in place .........c.oociviviiiiiiiiiiii i (1) - - 12) tl
—extensions, discoveries, and other additions ..........coiveviiiiiiiiiiian 270 3 183 - 42
B L Le Lt ot T D P DN (558) (137) (186) (393) (1.27
Net proved reserves
s Ro - L O PPN 7.855 2,597 2,737 7,290 20,47
Net proved developed reserves
B LT ed o1 T e D O 6,814 2,657 2,149 7.581 19,2C
1 N T S PPN 6,719 2.498 2,289 7.290 18,79
Mobil's share of net proved reserves of investees accounted for on the equity method.............. - - 64 155 21
Year Ended December 31, 1983
Net proved reserves
— B ZINNINE Of YEAT. .t ueeieieirtireiaanetanatiseeeanntetaraneecaanerasenaneneeissrernsannnan 8,084 3.242 2,619 7.836 21,78
—reviSions of Previous EStIMateSs . . .. veiiuer e eitie et ciear ettt eanes (69) (298) 51 145 7
—IMPIOVEA TECOVETY . .eotittiier ettt eaeciuranrianretssteeneanrraeestrarensaasrinsannannansnn 40 20 17 - 7
—purchases (sales) of MINEralS N PIACE .. .eviiuiivie ittt e i 6 - - -
—extensions, discoveries, and other additions ........oveeveeeiiiiiiiiii i s 162 24 126 - 31
B L1010 (i1 10) | T PP (623) (143) (164) (388) (1,31
Net proved reserves
BT s Ke) - | PPN 7.600 2,845 2,649 7,593 20,68
Net proved developed reserves
B 4 LT T R | PO 7.414 2,934 1.756 7.739 19.84
11 H0) 877 | PP 6.814 2,657 2,149 7,581 19,20
Mobil's share of net proved reserves of investees accounted for on the equity method.............. - - 36 91 14
037744
See Cautionary Note on page 4.
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Table 3

Capitalized Costs Reiated to 0il and Gas Producing Adtivities ..o

S—
It malliongy
At December 31. 1987 1986
' Capitalized costs
00T T ) (0T T2 o T PO PPN $ 1,303 3 1.731
Proved properties. wells, plants. and OUher EQUEIDITIENT . ... .. eu et erenn et et ereieeae e eaessne e chraaartanrneeaanersenarctanenrnesnaatans 25,977 24,284
TOtAl CaAPILAlIZEA COSTS .o vtu ettt iiiiit ittt e it etr e e ee et et trva e e et taenra e eeetaa e e en et e e e e e e st aereas $27,280 $26.015
' Accumulated depreciation, depletion. ANA AMOTTIZALION «v .. .ttisaese et e e ireenenes etaeassesnsannansasasteseaneasrtaeasaaasseneeassersenns 511,188 3 9.690
* Mobil's share of net capital costs of investees L
+accounted foronthe equity MEEROG. .. .. ..t ettt ettt a st e et et 5 168 5 156
Costs Incurred in Oil and Gas Property Acquisition, Exploration, and Development Adtivities <wiauaica:
—
Foreign
. United oree
I millions) States Canada Europe Other Total
Year Ended December 31.1987
PrOPETtY ACQUISTUION COSLS . .. n ittt e et e et e e et r et et et e e e eaeateeeenes S 63 $ 15 3 — 3 - 3 30
P O3 1 o) &1 4 To} 1M1= £ 167 62 208 102 539
DV ElOPIMENL COSTS. . ittt ittt e e aeaaean 557 82 202 37 378
L TOtAl XD EMAIIUIES . .. ittt iiiti ettt it e ettt r i r e r e e ab e e aananran 3 789 $159 $410 3139 31,497
1
{ Mobil's share of investees’ costs of property
' acquisttion, exploration. and deVEIOPIMENE . .. vuvn e ee e e e eee e e aean - — S 14 S 27 S 41
" Year Ended December 31.1986
. Property aCqUISIION COSIS ..o n ittt s et e e ee et e s e e eneinennans tverrieaas $ 62 3§ 5 3 - $ 1 3 68
b EXDIOTATION COSLS .o vvnrntrteneneeeeeeaen s s e s e e e s e e e e e e aa e e ae e s e e e e enanees 282 90 237 82 691
Development costs 710 71 211 49 1.041
Total expenditures $1.054 $166 3448 3132 $1.300
Mobil’s share of investees’ cost of property
acquisition, exploration, and deVEIOPIMENE .. ... uiietir vt e e iiiies e et earenieaneeananeas - - 3 14 $ 35 S 49
Year Ended December 31, 1985
 PrOPEITY ACQUISTEION COSES .. v v entntanrnenenenrasnsssannsnraesasnnensnenssnonseninsnsaernsnrens 3 93 3 14 3 — $ — 3 107
For o] Loy =14 (0] | o 1 £SO 504 30 186 152 932
Development costs 816 99 216 91 1.222
Total expenditures 31,413 3203 3402 3243 $2.261
Mobil’s share of investees’ cost of property
acquisition, exploration. and dEVEIOPMIENt ... ..ueivvnniieiie et ieieareeeeneeeviarianranns - — S 11 $ 37 5 48
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SUPPLEMENTARY INFORMATION

Table 5

Results of Operations for Oil and Gas Producing Activities :unauaew

S
CUnited Foreign
- In muhions; States Canada Europe Other Total
Year Ended December 31, 1987
Revenues—Trade sales ........oooiiiiiiiiiii e $ 1,437 3396 S 994 3 1.034 33,361
—Intercompany sales.........ooiiiiiii s 1.661 218 690 721 3.290
Production (lifHINg) COSES ..vvnneiteitiiria et iiiiiiieeiarais s aienbaeaanaars (1.045) (215) (674) (359 (2,293)
X DIOTALION EXPENSES . ¢t esrareraeaaeriersrereaeranassareesssarsaamnnaionnsseen 1219) (33) (163} {84} (319N
Depreciation. depletion, and amortiZation. .......ovveviieiaiiiirieniininriianaaens (1.275) (149) (322) (34) (1,330
Other operating revenues and (EXPeNSES)u ... ueervierrierrraneeiereraremsensvannes 279 14 76 83 182
[NCOME LAX EXPEMSE L\uvusseeeeeainenarecaeaerarsrnnneareanannreeasaassennnn e (452) (156) (197) (818) (1.623)
Results of operations for producing aCtVITIES. ..o evmieiiennraceernrneieiranens 3 386 3 85 $ 404 3 493 31368
Mobil'’s share of results of operations for productng activities of
investees accounted for on the equity method...........ocooiiini - - 3 1 5 12 3 13
Year Ended December 31, 1986
Revenues—Trade sales ........couiiieiiiiiiieii i 3 L.151 3355 $ 986 3 699 $3.191
—Intercompany sales.........verei it 1.442 186 548 820 2,996
Production (Hfting) COSLS ....uivuereriieiir it ees (1.096) (244} (629) (387 (2.356)
EX D Ot 0N @D BIIS S, 4 i v e veesessesrrrennnassensaraneanrerarantraarsaneeananns (248) (64) (167 (86) (5651
Depreciation. depletion, and amOrtiZatlon. ...c.cvviveeirnreanneriisronrinneiranenns (1,138) (136) 270) (129) (1L713)
Other operating revenues and (EXPENSES)......uvvueenineinerarericiirssnenenesnes 31 61 105 316 513
INCOME LAX @XPOMSE 1..ciiutreennreaaintaeer e resstieneaaaaessarraaniasressnnnes (148) (95) (305) (732) (1.280
Results of operations for producing activities. . .......ovovvivinniicniiiiinnann. 3 (26) $ 43 3 268 3 501 3 786
Mobil's share of results of operations for producing activities of
investees accounted for on the equity method...........oooii il - - 3 ! $ 13 314
Year Ended December 31, 1985
Revenues—Trade Sales .. ..o iriiiierer e et 3 1.334 3494 $1.353 31,296 S 4977
—[ntercompany 5aleS ... cvvrierit it e 2,738 480 840 1,800 5.838
Production (HItINg) COSIS .. nueiainirannnirercraiiarsn i ssieiaiaenaseas (1.731) (337 (747) (622) (3.437)
XD OTatI0N EXPEMSES. .\ttt it iite et eeeeae e e et et v eareenaaananas (365) 83 (138) (144) (7300
Depreciation. depletion, and amortization..........ocvivvivieniiniiniannnnines., (992) (145) 203} 87) (1437
ther operating revenues and (EXPENSES). .. ..uuvierreraaeernraneisaarinreireanne 4 86 66 73 229
TNCOME LAX BXPENSE renrrennereeettaneteaeeaasattanreneeananeannranatasiinanns (742) (356) (839) (1,734 (3.671)
Results of operations for productng activities........c.oovviiiiiiiiiiiiiiiiinin, 3 746 $ 139 § 332 3 572 31.789
Mobil's share of results of operations for producing activities of
1nvestees accounted for on the equity method.........cooiiiiiiiiiiiiiina. - — $ 17 3 29 S 46
b ? i vy [ Ol
Sy - 01457 -
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Standardized Measure of Discounted Future Net Cash Flows Relating to Proved 0il and Gas Reserves i.nauaes)

Nn—
i )
United Foreign
(In mullignsi States Canada Europe Qther Totat
At December 31, 1987
Future cash inflows . ......cooieniieiii i veccireceaanas $27.401 $ 7.280 $ 15.209 $ 24,227 3 74117
Future production COSES .....vviieiivereierrereeeereereeneensrnacaasnesee (9,079 (3,029 (5.334) (3.466) (20.903
Future development COSES . ... uvrrrnrerreraerirrereneasrcncrarrecancns (828) (36) (856) (733) (2,453
Future income tax eXpenses.......covevneiiiiiiniiiieiiniiienenneiean., {4,639) (2.122) (5.049) (12,531) (24,341
Future net cash flows 12,855 2,093 3.970 7.497 26.415
10% annual discount for estimated timing of cash flows .................. (5.915) (990) _ (1.509) . (3.253) (11,669
Standardized measure of discounted future net cashflows ............... 3 6.940 3§ 1,103 $ 2461 3 4,242 3 14,746
Mobil's share of standardized measure of discounted future net
cash flows of investees accounted for on the equity method .............. — —_ 3 32 3 208 $ 240
At December 31, 1986
Future cash inflows ... ...coovieiniiiriieie e e envenernaeaenns $ 24,920 $ 7.729 $ 14.074 $ 23,381 $ 70.604
Future production COStS ....umuiri e i s iiereeeereveeraarnanaees (10.308) (3.021) (4.360) (3.931) (21,620
Future development COSES ...venrrivirrreererrnenenrnrnasreeneracnsrorncns (924) {55) (863) (847) (2.68¢9
FUture income taX eXPENSES . ..everveuenenrecaetrncinenaiainareeaans (3.397) (2,126} (5.321) (12.370) (23.214
Future net cash flows .......covvrvririiiniinicieeiiicirerreneicrinae 10,291 2,527 3.530 6,733 23,081
10% annual discount for estimated timing of cash flows .................... (4.488) (1,242) (1.215) (3.100) (10.045
Standardized measure of discounted future net cashflows.................. $ 5.803 $ 1,285 $ 2.315 $ 3,633 3 13.036
Mobil's share of standardized measure of discounted future net
cash flows of investees accounted for on the equity method ........... — — $ 53 $ 195 3 248
At December 31, 1985
Future cashinfows .....oooiiiniiiiiiii i s $ 40,661 $12.710 $ 24,660 $ 40,223 $ 118,254
Future production COSIS .. ..oiuiiiiianeatiereeiineiiiiievitarisrrnriaanes (14.656) (2.871 (6.371) (3,746) (27.644
Future development COSES ....o.ouviviiriiiiiniviiiiiiieiaiineeieneas (1.818) (T4 (926) (984) (3.802
Future inCome tax eXpenses. ......cvoeevevineriennracrionennsesnioniennns (9.355) (5,132) (10,653) (22.830) (47.970
Futurenet cashflows ..........ooovriiiiiiii i 14,832 4,633 6,710 12.663 38.838
10% annual discount for estimated timing of cashflows ..................0. (6.544) (2,332) (3.029) (6.423) (18,528
Standardized measure of discounted future net cash flows.................. $ 3.288 3 2,101 $ 3.681 3 6.240 $ 2031
Mobil’s share of standardized measure of discounted future net
cash flows of investees accounted for on the equity method ............... —_ — 3 83 $ 286 $ 369
Changes in Standardized Measure of Discounted Future Net Cash Flows urauaiea
S—
(It nullions) 1987 1986 1985
Year Ended December 31,
Beginning Of YEAT . ...v ittt et et et e e s e a et et een b nara e venn $13,284 320,679 321,236
Changes resulting from:
Sales and transfers of production, net of produCtion COSES. . .evveirtirviiiirnriiiriieiniirvieerietearanriaens (4,858) (3.831) (7.398
Net changes in prices, and development and produCtion COSES ....vvoiivivreeriieerieieriiieiaireiarenraaaas 1,625 (23.146) (1472
Net Change N iNCOME LAXES . .vueneiernenieeearerreraessanenaciessntoasssseesnmitsseasssrrsrscscorsanmasassos (324) 12,047 613
Extensions, discoveries, additions, and purchases fess related CoStS.....ceiviiieiimiiiiiiniiiiiiieiinanees 719 424 590
Development costs incurred during the period........ocvieriiniiiiiiiiii e 878 1,041 1.21¢
Revisions of Previous QUANTILY @SUMALES . ..o .uvurevarenresensernrranosssasaistonrsesintvaseresesssrnnenssasansers 1,125 1,888 1.281
ACCTELION Of QIS COUNL. .. ..t ueeeeater e eeetr e i trnrea et et esiaanattsrtanrersestateanetonnemsasnnresnnesnen 2,545 4,303 4513
(012175 U PP (8) (121) 102
H e - OO PO $14,986 $13.284 320,679
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Mobil’s mineral ore and carbon dioxide Future production of these resour-
h operations. ces is subject to many factors, including
' er resources Reserves represent estimated recov- government regulations and market con-
) . ’ erable volumes, excluding royalties and ditions. Market prices for these resour-
dlS‘ osSures ....... interests owned by athers. All reserve ces may be subject to wide fluctuations
K The table presents selected statistics for estimates are subject to future revision. during the production periods.
: Mineral ore and carbon dioxide resources
p——
1987 1986 1985
Coal (thousandsof tons)
Proved and probable reserves at end of Year® ... .. .iisieniriii e e e e eaa 2,065,000 2,968,000 4,227,000
| o (1 Tet e | N PO PPN 6,490 3,990 4,655
Purchased (SOld) In Place .. o.viiriiii et i r et et et e et aeaaa e (330,000} - (212,000)
Phosphate Rock (thousandsortons
. Proved and probable reserves at et Of Year. .. ... viiruieevensani it rae e e e e ia s 140,000 132,000 133.000
320713113 Y g PP 2,500 2,100 3.100
Purchased (SOI) I PIaCE ..o .v ittt et ettt et e ra e ees 11,000 200 100
Carbon Dioxide (mullions of cubsc jeets .
Proved reServVes Al end O YEAT. . ... e v et et rtinie ettt eareer e mra e s e m e e e sttt tasanetntaannenaes 4,324,000 4,380,000 4,499,000
T 1 3T o g G e 62,000 76.000 49,000
1) Reductions in 1987 and 1986 resulted mostly from abandonsng certain uneconomic inlerests.
;
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Mobil Corporation
Directors

Waiter A. Bork
Vice Preswdent. Mobit Qul Corporation

Lewts M. Branscomb
Durector, Science, Technology
and Public Policy,

John F. Kennedy School of Government,

Harvard Unmiversity

Paul J. Hoenmans
Execunive Vice President,

Mol Oul Corporation

Samuel C. Johnson
Charrman and Chietf Executive Officer,

5.C, Johnson & Son. Inc.

Witlliam J. Kennedy 11
Chatrman, President

wnd Chier Executive Officer,
Aorth Carolina Mutual Lig
Insurance Company

Jewel S. Lafontant
Sentor Partner,
Vedder. Price. Kawman & Kammbholz

Walter E. Mac Donald
Executive Vice President,
Mobt Oul Corporation

Lee L. Morgan

Former Chairman

and Chier Executive Officer,
Caterpillar Inc.

Allen E. Murray
Chawrman of the Board, President,
und Cingf Executive Officer

James E. Olson
Chairman and Chier Executie Officer,
ATEr

Eugene A. Renna
Executive Vice President,
Modl Oul Corporation

James Q. Riordan
Vice Charrman
and Ciuer Financiai Otficer

Herbert Schmertz
Vice Presudent

Robert G. Schwartz

Chatrman of the Board,
Metropoirtan Life Insurance Company
William W, Scranton

Former Governor of Pennsylvanta
Eleanor B, Sheldon

Farmer President,

Social Science Research Councit
Richard F. Tucker

Vice Chatrman and President,
Mobui Oul Curporation

Robert G. Weeks
Vice Presudent

Officers

Allen E. Murray

Chatrman at the Board. President,
and Ciner Executive Officer
Richard F. Tucker

Vice Chairman

James Q. Riordan
Vice Chairman

Rex D. Adams
Vice President

Andrew L. Gaboriauit
Vice President

Lucio A. Noto
Vice Prestdent

Herbert Schmertz
Vice President

Robert G. Weeks
Vice President

Dede T. Bartlett
Secretary

J. Edward Fowler
General Counsel

R. Hartwell Gardner
Treasurer

Philip W. Matos
Controller

Commitiees

Audit Commuttee: Dr. Branscomb,
Chairman; Mrs. Lafontant,

Mr. Morgan, Mr. Olson, Mr. Schwartz,
Dr. Sheldon.

Compensation and Management
Incentive Commuttee: Mr. Morgan,
Chairman; Mr. Johnson, Mr. Kennedy,
Mr. Olson, Mr. Schwartz.

Executive Committee: Mr. Murray,
Chairman; Mr. Tucker. Vice
Chatrman; Mr. Bork, Mr. Hoenmans.
Mr. Mac Donaid. Mr. Renna,

Mr. Riordan. Mr. Schmertz. Mr. Weeks.

Nominating Commutlee:
Gov. Scranton, Chairman;
Dr. Branscomb.

Mr. Kennedy, Mr. Morgan,
Mr. Murray. Mr. Tucker.

Public Issues Commuttee:

Mrs. Laiontant, Chairman;

Mr. Johnson. Mr. Kennedy,

Mr. Murray, Gov. Scranton.

Dr. :l;eld,?r;?\%"[}::g!ﬁe:.
R
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Mohil 0il Corporation
Directors

Waiter A. Bork
Vice President

PaulJ. Hoenmans
Executive Vice President

Walter E. Mac Donald
Executive Vice President

Allen E. Murray

James Q. Riordan
Executive Vice President

Herbert Schmertz
Vice President

Richard F. Tucker
President

Robert G. Weeks

Chatrman or the Board Vice Prestdent
Lucio A. Noto
Vice Prestdent Montgomery Ward
Eugene A. Renna Bernard F. Brennan
Executive Vice President President

Transter Agents Regis- s

The Chase Manhattan Bank N.A.
1 New York Plaza
New York, New York 10081

The Canada Trust Company
110 Yonge at Adelaide

The Canada Trust Company
505 Third Street, SW.
Calgary, Alberta T2P 3Y8, Canada

for one or more of them.

Toronto. Ontario MC5 1T4, Canada

The Ciiase Manhattan Bank. N.A.
New York, New York

Montreal Trust Company
Toronto, Ontario. Canada

Montreal Trust Company
Calgary. Alberta, Canada

Auditors

Arthur Young & Company
277 Park Avenue

New York, New York 10172

An important part of the domestic and foreign operations covered by
this report is carried on by operating divisions, subsidiaries, and
affiliates conducting their respective businesses under the direction
and control of theirr own managements. Except as otherwise indicated
by the context, this report uses such terms as * Mobil,' ‘corporation,’
‘company, “we. and ‘our. sometimes for the parent corporation and ail
such divisions, subsidiaries. and affiliates collectively, and sometimes

Additional information relating to Mobil is contained in a separate
report. Financial and Operating Statistics 1987. and in its annuai
report on Form 10-K fled with the Securities and Exchange
Commission. Information dealing with various Mobii benefit plans for
employees is contained in plan descriptions, annual reports. and other
materials regularly furnished to employees under the Employee Re-
tirement Income Security Act of 1974. A statement of charitable
contributions made by Mobil Foundation, Inc.. is prepared annually:
For copies of any of the foregoing, shareholders may write 0 the
Secretary, Room 9w 0006, Mobi Corporation. 150 East 42na Street,
New York. New York :0017-3666 or telephone 212-383-4242.
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Mobil Corporation

150 East 42ad Streer New York, New York 10017-5666
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