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KOTES FOR ANNUAL MEETING S
DECEMBER 12, 1957
Acquisitions
5/1/54
Mound 3/22/%5
City Zapon Total
Paid for Inventory & Receivables $uk2,690 $ 876,112
Property & Equipment 116,250 -

Total Paid $558,940 $ 876,712  §1,435,652
Salea 12 Mo. 1957 $854,011 $2,017,973  $2,871,984
Net Profit 1957 $ 8,261 $ 154,539 § 238,700
Return on Assets 17¢
Personnel Still With Us 10 33 L3

In brief--in 1957 ve earned 17% on §1,435,000 invested in Mound City and Zapon.

8ale or Closing of Divisions After Tax
Avg. Profit Cash & Assets
Annual Profit (Loas) or (lLoss) Yreed Up
Sales Avg. Last & Yrs. on Sale Average
Last 3 Yrs. Operated or Aband.  Last 4 ¥rs.
Hamaond 7/16/51 $ 3,263,152 § (313,225) §1k2,235  § 1,988,490
Oakland 10/25/54 1,089,667 39,296 96,376 960,471
Feed Ni11 8/10/5k 5,345,555 15,608 290,571 2,527,389
Portland 9/18/52 2,062,974 13,1 19,3% 1,094,040
Caxbridge 7/ 1/55 1,666,291 ( 9,531) 6,542 612,754
Yadkin - 8,149 58,673
Jojaba = Castells - 50,597 125,640
Barytes Kines - - 1,679
Buena Park 8/31/56 b,455,954 ( 67,338) (253,580) 1,774,518
e elin Pes. "/ / 2,768 im,%} 180,608) 2,248,600
galsd Prod. 2/1/57
Total ’ ’ 99, ’ ’ ’
Est. Elmhurst 8/31/57 138,540 1,437,714

Orand Total w £$725;°°21 1522:2"’72 2:822:268

8ince 1951 we have freed up and made available for other utilization almost
$13,000,000 in cash vhich was not meking money. Net loss on sbandonment and sales
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reflects a bock loss of $330,967, vhich is substetially belov the aversge one

yeaxr loss the disposed of oporations wors producing. The book loss is substantially
belov one year's interest on monsy freed up. Purthermore, while the books reflect
2 loss, after tax cash flov profit dollars of $1,055,T79 were produced in claiming
these book loeses. .

Move of Elmhurst |

During fiscal 1957 ve closed Elmhurst and moved refinery operstions to Louisville
and commenced movement of C & C to Bethlshem. sShutdown and moving expense incurred
to date are:

Total
Fiscal Septoaber through
19 Ootober 10 T
Shutdovn Klmhurst s ’ s
Yoving Refinery 98,678 2,089 100,767
Yoving ¢ & C and Btart-up 162262 %l g% 2,925
Loss on Elmhurst Equip. Abandoned or Sold 261,?% 26
: ’ §55,000 W97

At Bethleheém we haves
Investment new Equipment $386,391 (doss not inel.
bldg. alterations)

Building Alteraticns & Installation 362,756
Annual Rental Cost 67,500
Leage Term 20 Years to Aug. 1, 1977 option for 10

more years at $54,000/year.

When the moves are cospleted and full operating benefits schieved, we anticipate
snnusl savings in operstions in Refinery $571,000 and in 0 & C $296,000 or a total
annual operating cost savings of §1,067,000.

Sale of Rastern Margarine & Salsd Products

Norvalk plant and business and Iron gtreat business sold to Niami Margarine on
2/1/57. scon plant and business sold to J. H. Filbert on 3/1/57.

Norwalk
Iron Bt. Macon Total
Amounts Received for Blags. & Equip. 318 #05,505 F‘m‘g
Bldgs. & Equip. Retained 12 o 12
Plant Asset utilization & cash 3 5&3»,7:8 §50%,965 ﬁj‘mg 0y
Book loss on sale $ (8,771) $(68,380 77,111
Abandoanent & writedown 15) ' ; -c’>- ) ¢ g,o 'y }
Total Book loss & abandonment 3 !H%,ﬁ%% $(5B,3%0) .
Total Cash & Asset Utilization:
Averags Inventory Freed Up $ 426,218 §146,216 $ 572,43
Aversge Receivables Freed Up 469,183 139,929 609,112
Averags Other Assets Freed Up Ly 6 4
Total Fluid s ) 1235,
Cash for Plants 388,918 406,965 195,883
Cash Tax Rscovery on Loss & Abandonment . 14
Total Cash Freed 1,358, ;T%‘%ﬁ ) 124,
Assets Transferred to other operations 123,800 == 123,800
Total Cash & Asset Utilirstion $1,512,386  §736,214 $2,248, 600
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-As-the result of this move the Coumpany actually ‘onJoyod a tonnage increase at our
refinerics: :

oo ' . Miant Filbert Total
Increased Refinery Sales Tounage 19,5%5,951# 2,517,500 2,008,474
Less Interdivision toonage to our _
plants in comparable period ]
last year. (17,748,309) (3,520,156) (21,268,545)
Ket Tonnage Oain (LOII) 1:798)568’ (1r°°Q)636)' 795,932¢

Dus to disposition there was, howvever, s sales dollar decreage since Margarins re«
quires adding material, labor and profit dollars o valus of oil received from
refineries: '

 sales of Margarine & Salsd Products in cowparsble

months of 1956 from 2/1 and 3/1/56 to 8/31/56 $5,539,154
Increased refinery sales to Miawmi eand Pilbert in

comparadble months of 1957 , 3,496,465
Published Sales Dollar decline due to disposition $2,042,689

The profit and loss effect on 1957 operations was:

Book Profit Net After
(Loss) Be- Tex Cash
fore Taxes Profit (Loss)
Refinery Sales Increass - Profit $ g,Sm $ 5,112
Royalties Rocoived 10 19,250
Increased Ragular Oper. Profits F"'sﬁ"r. 5‘5’5 ﬁ%ﬁ‘a%ﬁ
ghutdowvn, Jdle Plant, Relocatiocn Exp.  $(123,278 - $(59,173)
Loss on Sale of Asssts & Abandonment 180, 60% 1h
Non-Recurring (Loss) Profit 3, : 3 %%,;EI
Bad Debt Close-out 13,918 6,601
Year 1957 Profit (Loss) $(239,209) $ 65,764

In viev of conditions existing in the Margarine and Salad Produsts business after
Narch 1, 1957, ve estimate that had we remained in the business, our operating
lopses during the last six months of our fiscal year would have exceeded the
45289,964 non-recurring disposition expense we absorbed. 1In ssme comparable period
of 1956, the Company absorbed a loss before taxes of $387,209 on the Margarine and
Salad Products operations sold.

Extraneous Expenses Reducing Income 294 per share

Start-up expenses on nevw facilities and non-recurring costa arising from relocation
and discontinuance of certain operstions reduced earnings 29¢ per share.
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Per
Bafore Tax After Tex share

Elmhurst Moving, shutdowm &

Loss on Xquipment ¢ 652,105  $313,010 144
Marg.-Sal. Prod. Loss on Sale,

Moving & Bhutdown 303,882 145,863 64
Buena Park & Other Capital Losses 60,715 29,14k 14
Arian Joyce Stert-uwp 168,h47 80,855 by

st. Jos Construction 188,184 k

We had 13¢ start-up and expansion costs in 1956 as followst

Pefore Tax After Tax ghare

Mrian Joyce Works Const. & Eng. ~$328,550 thTEE'T", TN
Brench Development Paint 243,720 5¢
St. Jos Construction 33,467 16 o& 14

Construction Terminal & River Elevators 20,000 g, ;
§525,077 29 137
Product Advertising Expensge

4T % To $ To

Advertising Sales Promotion Sales Total Sales
1957 §3,01,50 L& § H7,3Z “WE  ®,008,56 IR
1956 3,597,920 1.59 1,518,450 .67 5,116,370  2.26
1955-10 Mo. 3,312,606 1.87 552,208 .30 3,924,822  2.17

Totel Mvertising Expense decressed §$427,51h, but Food Advertising was down
$709,028 dus to Margarine and Saled Products disposition, so that all other ad-
vertising efforts were incressed in dollar expenditures.

Mine Exploration

Pre-Tax After Tax
Total Expenditures less Income §$1,329,83
lesss Billed Government r‘_zg
Glidden Cost 2202, 57 $ 577,125
Bale of Asssts ansh (1333

Net Glidden Cost 1951-1956 2‘1810‘775 i 262‘772

Bouus Plan

original plan adopted 2/6/51, revised 2/14/52. At 1955 meeting Gilbert suggested
provision preventing bonus to top officers until certain dividends have been paid.

In our plan we must earn 12§ pre-tax on bonus net capital employed before we have
any income on vhich to calculate & boaus reserve of 7%. In 1957 ve had to earn
almost $13,600,000 pre-tax before any funds for bonus.

In viev of this, ve fesl stockholders are well protected.

Since 1951, vith maxi{mum bonus available of ¢2,363,587 » Ve havs returned to profit
$952,087, leaving for bonus pay out $1,411,500. Lowest number of avards made in
sny year 79, highest 212.
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Gilbert aleo suggested sudbnmitting bonus plan to stockholders every five years. We
do not think this necessary. Only submit vhen fundamental changes.

gtock Option

0f 100,000 shares of stock set up for option on 2/14/52, a1l have been used. At
8/31/57, 3,770 shares remained vhich vere optionsd 9/30/57. ions vere granted
/2k/52 @ $35.00; 12/27/5% @ $38.003 11/30/56 @ $37.00; and 9/30/57 @ $37.50 per sbare.

169 people now hold options. No officers or directors have sold this option stock.
Anslysis of 1957 Annual Report

Sales 1957 - E & E Basis | $225,537,291
1956 226,290,387
Pre-Tax Profit - 1957 « E & B Basis $ 13,367,437
1956 : 16,450,737
12 Mo. 1955 - Reconstruc 16,985,000 Unaudited
After Tax Profit - 1957 $ 7,264,437 $3.16 par share
1956 8,146,731 33.55 oo
12 No. 1955 Unaudited 8,413,358 3.66 " "

Incresss Other Incoms - Published P & L

The increase in Other Income from $673,148 to $1,k48,679 vas due tor

Increass in Royalty Income $297,815
Cleveland Fire Loss Racovery $486,414
Soys Yire U & O Recovery 18’“52! 673,871

Yire losses ‘wvere non-recurring incoms, Total Royalty Incoms for 1957 vas
$516,018.
Depreciation

Depreciation, depleticn and amortization charges for 1957 totaled §5,046,378 versus
$2,870,339 in 1956+ Include rapid emortization ou grain facilities snd "sum-ofé
yoars-digits” depreciation on most other additious since 1954. Excess of these
over straight-line depreciation vasi

1957 1956
Rapid Amortizaticn Excess mﬁm ‘—53%7“
8~Y«D Excess ng‘%g% 1

» ] ’7

While this reduced 1957 Net Inoome, cagh earnings were up.

1957 1956
par Per
Share ghares
Net Income $ 7,26,b37 33156 § 8,146,737  §3.5%
Depreciation & Amortization 5,046,318 _2.20 2,870,339 _1.25

Cash EXarnings $2,310,815 $5.36 $11,017,076 §4.80
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Increase in Belling, Adminiotraﬂon Expense and (Genera) Expense « Published P & L

Increassd in Annual Report $1,221,509, from $31,947,320 to $33,168,829. Principal
increases were:

Salaries - Muin., Salesmen, Office $ TI3,675
Research, Development & Control lLab. 342,004
Rent 183,214

1 1

gt. Joe Engineering & Start-up 3'% %
1493,

Major Capital Expenditures 1557

Prior To Spend
to After
1957 195 8
AN - nr‘t mit » ] ’ ale
Sscond Unit 1,480,600 6,032,900 4,116,200
Chicago Blevator 6,253,000 53,700 0=
River Eouses 701,800 76,900 “0=
Elston Lab & Office 332,800 27,000 -0-
Louisville Refinery Expansion 298,800 «0=- 0=
Protein Exp. Indianapolis 103,000 116,800 5,172,100
Terpene 350,000 240,800 51,400
Port 8t. Jos 854,600 2,301,400 19%,000
Paint Central Research Lad - 266,000 15,100
Reading Expansion 5,200 168,400 461, 300
Cunberland Island : - 31,000 1,000,000
: 9,%31,
Other Regular Expenditures 1957 2 200
Totel Capital Expenditures
Research and Developasnt
Increase 1958
R -/ S ¢ AR Lo pov w44
¢ .Aet 1957
povearts T RO TROT WMOLOS ILOLST o
Developmeat 1,290,309  _1,b51,207  1,b32,664 1,522,710 b.7
Regearch &
Development  §$2,157,191 $2, 358,000 $2,517,664 $2,819,649 19.63
Control Lab 897,828 1,039,023 993,793 1,155,260 10.1
Total Ladb &
Research g;&s‘ox.z §3,ﬁ,022 ﬁ‘zn!hsr !2,2714!209 1&.5;
l'oroig

Glidden International, C.A. is not consolidated with Olidden.
We made no further investment in Glidden International during 1957 and at 8/31/57

Olidden carried as Investments under Other Assets $18,018 investment in Glidden
Internstional.
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Glidden International hed iuvestsd to 8/31/57 ing

Columbia $315,’6& 8tock Innmuntl - Ret
Mexico 30,251 * - Not
Ecusdor 62,831 * » - Net
Panama - 20,000 " "
Panane 35,373 Gross Assets less Stock
Pusrto Rico 209,916 Gross Assets
Nessau 10,992 Gross Assots

' !6815‘82

We should not give cut sales, ete. of International at this time, .

_ 1957 1
International Sales , 004, f;%f‘m
Net Pre-Tax Profit $ 56,603 32,709

The above is Clidden Internaticnal, C.A. only sales, and does not include foreign
sales by (lidden.

Inventories

Inventories up in 1957 to $47,387,605, compared to $38,492,240. Increase of
$8,895,365. Two major factors contributed - (1) ADJ required stockpiling sub-
stantial Qquantities of iwported Titanium ores end accounted for spproximately
$2,600,000 (2) market conditions in crude vegetable oils mads it advantagsous
to purchase sizable quantities of old crop oil and hedge into new year and
accounted for about $4,100,000, In sddition, Pinished Stock Titanium vas up
almost $2,000,000 and other inventories very well in line,

Pension Plans

Pension plan expense for fundsi

U.8. Salary $ 693,788

U‘S- mly 36°:m

Cansdien Salary 48,600

Canadian Mourly 20,000
Total to Funds 1,

Salesmen's Retirement Plan 2,1‘_»2
Total Pension Expense 212121!15

Total of $10,k86,538 is on deposit with Trustee Banks.

At end of Fund Year 7/31/57, our funds on a cost basis vers predominstely invested
in fixed income securities. Market value of securities vas above cost.

Coat Basis Market Value
$of € of
Total Total
Pixed Income $ 7,300.030 TO.08%  § 6,510,600 50788
Bquity 3,122,605 _29.96 h,566,043  h1.22
Total !10!h22!6§2 00.9_0& *1].:076‘1;} 100.%

At July 31 the Pension Funds owned 14,800 ghares of (lidden vith a cost basis of
$536,312 and & market value of $539,350.
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Application of Yunds

1957 1225
Sources of Funds
Depreciation 046,378 2,870
Total From mntim‘ »310,01 »0L7,07
long Term Borrowving 20,000,000 (1,500,000)
Other Sourcess .
Disposition of Fixed Assets $1,315,808 ' $ }6,L08 ,
Exercise of Stock Opticns 76, 300 22,400
Other Asssts (31, 343) _ 1,354,765 _ (117,58%) 251,224
| $33,665,580 $ 9,768,300
Disposition of Fundsi
Dividends Declared $ 4,594,340 $ 4,591,435
Expenditures for Property, Plant, Equip. 12,465,815 16,637,000
Increass (Decrease) in Working Capital:
Cash - Incr. (Decr.) $4,068,828 (47,721,080)
Trede Receivables-Incr. 98, 300 1,163,716
Inventory-Incresse 8,895,365 4,790,780
Ins. Claims & Other
Current a/c's 2,428,707 204,626
Notes Paysble-Decr.(Iner.) 2,000, 000 ( 9.soo,ooo;
Accounts Paysble-(Incr.) (1,178 360) (477,429
Acz:run.l.)& Dividends 252
Iner.) Decre.
292,905 16,605, 82 —122252 (11,460,135
$33,665,5%0 $.2,768,30

Incresse in Interest Expense

The Interest inoreass of $476,672 vas dus both to an effective 3% incresse in
interest cost and average borrovings $2,587,000 greater than last year.

Avnuma Average
. Interest Interest
Borrovi Charge Rate
Serial Notes ﬂ'ﬁi‘%o § 5 .00
. G mA b2
Q. " .
Total 1957 mﬁ%&fwa ey L
1956 $24,333,000 § 801,104 3-29$
1959 - 12 Mo.  $11,750,000 $ 352,500 3.00%

We took dowvn our $20,000,000 revolving credit $5,000,000 on 1/4/57; $10,000,000
on 1/10/5T and $5,000,000 on 1/24/57.

We paid our $1,500,000 serial note due 7/1/57 and refinanced the balance due of
$7,500,000 at 3%, paysble $1,500,000 annually sterting 9/1/58.
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Dacrease of $£2,788,000 in Cost of Products 8old

$ 582,000 due to decressed sales
2,206,000 dus to 1.k§ decresse in cost of rav materials,
yredoninatedly in Chemurgy, Foods and Hamaond
2,768,000

Jabor, Wags & Selary Ratios

1 1956
Cost of Products Sold iﬁ}'&?{m fﬂ‘]‘gﬁb‘s’i
Manufacturing Labor & Wages 13,162,132 13,114,k64

$ to Cost of Sales 7.65% 7.50%
Sales §225,537,91  $226,290,307
All Labor, Wages, Salaries, .

m. mo- ‘ 3’.’&1’792 ‘ 3208951087

$ to Sales 15.35% 14.54%

Aversgs Assets and Profit Return

Aversge

Assets Return
Paints N~ .
'OMI %,kﬁ,m 1"‘09
Chenicals 25,490,000 4.2
Chexurgy 27,753,000 4.6
80. Chemical 6,;21,000 11.6

Egéihﬂlooo 1;.&

Comente on Typicsl Questions - Mr. Stetzelberger's letter 11/8/56 4/3/3/s7

¥e voted (lidden Shares held by Pension Fund.

No Adivisions are in red. Omnly product operations in red were (rain Dept. and
Gum Naval Btores.

Sub-normsl units, but in profit were - over-all Chemurgy, Scrunton White Lesd,
West Coast Margarine & Salad Products, VYaldosta, Baltimore profits wvere sub-
normal for year dus to increassd ocspacity and depreciation without immediate
sales incresse.

V¥e have no treasury stock.

Elmhurst Refinery has now been closed.

Buena Park has been closed.

Directors ages in 1$57:

Dvight P. Joyoe 14 R. L. Slaughter 57
A. D. Duncan 56 0. M. Ealgey A8
3. V. Maxey A8 W. D. Btallewp by
J. H. Weeks $3 0. 8. Varner 1
R. D. Horner Y, —
W. 0. Phlllipl 3{ Average 48
W. C. Lighter 50
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Dividends
Our Annual Report shovs ve paid out 63.2% in 1957

56.4% in 1956

64.5% 1n 1955

64.6% in 195

& .4% in 1953

73.9% in 1952

With our heavy expansion program before us, we do not feel an incresse is nov
varranted.

Book value at 8/31/5T7 vas $37.35, an incresse from $35.19 at 8/31/56.
Investments do not include any publicly held company.

Exployees - 8/31/57 = 6,455--5,281 male, 1,17h female.

Stockholders - 8/31/57 - Total 21,686,

Aver.,

§ Shares ghares

Held Held

Individuals 20,797 BB RN Y
Institutions 282 3.5 286
Brokers 192 13.6 1,634
Nowdnees 238 15.1 1,457
Yoreign 1 . 111
Total 8/31/ 31 & rar% 106

873k DTS

Negligible amount of goverament sales - about §1,900,000 Paint. Bome Food on
regular bid basis.

Auditors
Representative of B & B vill be there.

We matintein cur internal auditing staff for regular audits of each division
and detailed opsrations. fSuch audits are always on a surprise besis.

Btock Dividend

These do not add much, if enything. They spread earnings over a vider number of
shares, and in the end the price per share vill probably adjust accordingly. Ve
certainly are not in favor nowv.

Contributions - are vell controlled under Committee.

Sale and Leaseback - has been sxtensively investigated, but is not applicable
to our menufecturing operations at present. We do not ovn our branches and
ganerally lease them for 10 year renevable terms. Pethlehem is only factory

building presently leasad.
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' HOTES FOR ANNUAL MEETING
falaries

Our officers’ salery retes, including boaus, are fully in line vith studies on
this subject such s AMA. If, anything,slightly lower than companies in similar
fields and size, ‘

We xust be co-potitive in total salsry and in such things as stock options to
attract and hold good men.

¥hile ve 40 not have an outside director to directly police these things, peyments
are public knovledge in our proxy, and being an inside Board we are probably more

conscious of this feature than if salary retes, etc., vers set by cutaide Board
mexders.

Annual Report cost per copy gi $.
8tockholders Ma % Products - should not ba granted special opportunities.
difficult to e imprectical . Also unfair,

Ratio of Assets Invested Outside Country

Direct foreign investment by (lidden is in Glidden Internaticoal (see pege 6 & 7 -
ve had $18,018 at 8/31/57), Such investment {s small at pressnt. International
borrows for further foreign investmsut. 7Total of foreign investments is
insignificant - under 1% - vhen comparsd to Glidden.

Hon-Recurring Other Incoms - showu ot pege 5.

Selling Aditional Common Stock to raise more capital. Ko plans st present.
Stock Purchase Plan for Bmployees

Ve have studied. While ve would like to have as many employee stockholders ss

possible, the Board believes that the question of peracnal investment should
vest wvith the individual and his financial sdvisors.

Product Diversification

No immediate plans for acquiring through outside purchasse. Will coatinue to
diversify our present lina through our own Research. Cannot at present divulge

any potential nev products that ere in development stages.

Insurance

YIA coversge on all manufacturing properties except Canads, Buens Park, San
Francisco, Nev Orleans, St. louis, Berkeley, Irom Street, Collinsville, Seranton,
Jacksoaville Southern Pine cnly, VYaldosts and Calumet and RiverRlevators. This
FIA policy for fire, vind, hail, explosion, aircraft, smoke, vandalism end
sprinkler leakage.

FIA coversgs is on agreod amount basis, vith no co-insurance requirement.
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Locations excluded are under separate policies for fire, extended coversge end
sprinkler leekags. Are on co-lnsurence basis « no agresd amount.

Elevators under Undervriters Orain Ass'n. policy.

Use end occupancy insurance also in FIA for locations they cover for fire, oto.
Use and oocupancy ingurance cther divisions specifioc vith co-insurance.

Also carry ocean marine and cargo insurance to extent necessary.

Carry boiler and pressure vessel insurance where necegsary.

Al enployses bonded {n substantial amount.

Workmen's Compensaticn--ve carry self-insursnce in states vhere possible (12),
vith an override $1,000,000 policy for catastrophe. Self-insurance on \Iormn‘s
Compensation has saved us over §1,000,000 in the last 27 years.

Also carry comprehensive general liadbility, including produst liability. Also
liability and property damage.

Prineipls Pire Loss vas Central ob 2/25/57 and Soya Explosion oa 7/5/5T.
Collected from Excess over

Central ' ' Insurance Co. Book Value
Taventory 31,388,000 | BB, 00 Tekan to profite in 1957
Bldgs.-Mach. & Equip. 1,314,000 6,600 Treated as involuntary con-

version and not picked up
in profits.

Uao 512,000
Totsl Recovery ;3,315,@
The U & O Recovery bed no profit element in it, since the Cowpany wes sble to

service all of its ocustomers from our other plants and henece lost no business or
profit. The U & 0 re-imbursed us for expediting expense and continuing fixed

expenses.

Ry reinvesting the entire recovery on buildings and uth, Coxpany treated this
&8s involuntary conversion and avolded paying out eash tax dollars on tbe profit
over book valus of property destroyed.

Soys - Final settlement not made ss yst. Wo estimate as follows:

Excoss Recovery

Est. Recove Over Cost '
Inventory ‘W‘ﬂs, TF 25,500 Teken in 1957 as Profit known
Bldg. & Equip. 275,000 None '
Uao 325,000 162,857 Estimte profit recovery due to

shutdown & loss of business
and taken in 1957 statement.

$7135,000 HBTTS? Total profit picked up in 1957,

In addition, ve estimats a further $47,000 U & 0 profit recovery in fiscal 1958.

G. 8. VARNER
ogwides GLD019511




