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NOTES F(R ANKUAL MEETING
December 8, 1960

I Balance Sheet Review
A. Cash and Banking

The Glidden Company maintains the following bank relationships:
Glidden 1td. Int'l.

Major Account and Credit line Banks 21 3 4
Other Bank Relationships 12h 2 2

== i S S
Total Number of Bank Accounts "~ 188 9 10

Cash is collected at 145 collection points in the U. S. and Canada, and is
deposited in local bank accounts. In addition, 15 post office lock boxes

are operated under arrangements with banks for servicing and depositing of
funds received. Funds are then moved by depository transfer check and bank
vire to 19 regional collection centers and are under the control of the Head-
quarters Banking Depeartment.

Invoices are paid by a central Accounts Payable Department and Division Ac-
counts Payable Departments which maintain working fund accounts. Small

items in the branches are paid by issuance of an envelope draft. Funds are
transferred to working fund aceounts periodically by the Headquarters Banking
Dapartment, using bank wire and check transfers.

Fi‘eight Payment Plans are used at two banks. Right depository arrangements
are in effect where beneficial.

B. Short-Term Securities

At August 31, 1960 we reflected $6,484,k50. of short-term securities at cost
on the Balance Sheet. These consisted of the following:

U. S. Government Bonds and Certificates $ 3,005,07k.
Commercial Paper . 2,971, 365.
Government Agency Obligations 031,

$ 6,484,490,

All of these securities had maturities of less than one year and were, in gen-
eral, placed to mature coincidentally with Dividend, Interest and Tax peyments.

During the year our average short-term portfolio wvas $4,558,000. The aversge
after-tax interest income was 2.19% (%.54% equivalent before tax).

Page 1
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I BALANCE SHEET REVIEW )
C. Accounts and Notes Receivable - Trade (000 omitted)

t 1
Excluding Chemurgy Totel
8[2[60 8/31/59 ’ &
Accounts Receivable $18,919 $17,194 $17,448 $20,357
Notee Receivable 3 &;
Total 9,293 1,41 1,7 2705
Reservye for Bsd Debts .
and Allowances . 12 28 529
Net per Annual Report 55‘7% $16, 905‘ 5 317'.2172 $20,176
4 Ead Debt Reserve to Receivables  2.9% 2.9% 2.9% 2.6%
Past Due Receivables:
Dollar Amount $ 1,864 $1,225 $1,108 © $1,113
% of Gross Receivables 9.7% 7.1% 6.4% 5.4%
Receivables Charged Off $ n $ 222 $ 198 $ 198
Recoveries Against Receivables
Charged Off 110 102 T4 T4
Net Bad Debt loas $ 161 § 12% 3 1%
Bad Dobt loss as $ cf Sales:
1960 .084
1959 .06%
1958 .
1957 09%
1956 .0k
1955 .02%

Accounts receivable turnover for entire tompany approximately 36 days. This compares
to 32 deys in 1959 and 35 days in 1958. Somewhat slcwer turnover reflects continuing
trend over recent years affecting all industry and accelerated during recent period
of tight money and high interest rates. National median approximately 35 days for all
types of business.

Bad debt losses of $271,000 represent 23% increase over prior year. Dun & Bradstreet
reports increase of 23% in failure liabilities for all business for first 6 months of
196G. Reports failure rate per 10,000 concerns foi* piriod was 56, s nighest rate
since 1941.

In addition to general business conditions, trend of company to sales through branches
influences our bad debt losses and turnover of receivables. Instead of dealing with
e smaller noumber of larger firms performing a distribution function, we aow deal
directly with wide range of accounts formerly servicsd by distridbutors, and this

leads to increased lossss and slover turnover. Secondly, branch credit functions per-
formed by less competent and well Qualified personmel than those smployed in regional

Puge 2
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HOTES FCR ANNUAL MEETING

I BATARCE SHEET REVIEW
C. Accounts end Fotes Receivable - Trade (000 omitted) - econtinued

offices, and this has had similar effects.

A percentage breakdown of total receivables by major division is as follows:

Paint
Food
C-P-M

Organic Chenical

1
(Exclwding Chemurgy)

1960 1959
64% 64% 62%
23% 23% 27%
i 3 ¢
Private ledger | ﬁ iﬁ 1‘6%2

D. Inventories

Published inventory was up $1,077,351 from $39,588,415 to $40,665,766 at
Auvgust 31, 1960. Detail is (000 omitted):

Paint
Food
C-P-M

Increase .
fugust 31, 1960 August 31, 1959  (Dscrease)
$19,297 $18,4 $ 85
12,147 : 12,235 - (88)
T150 6,578 1,172

Organic Chemical 1,897 g,oe; (1,126)
1,091 . ’

LIFO Reserve

The principal itens bringing about this increase of $1,077,351 were:

Paints -

C-P-M -

Organic Chemical -

Branch finished stock up $1,112,000 of which $892,000 repre-
sented stocks in nev branches openmed in fiscal 1960. With
sales volume at year end slightly below expectations, the Paint
Division was $237,000 over its finished stock goals at year end.

Little net change with oil inventory reductions at Chicago and
coconut stock reductions at Bethlehem not completely offset
by increassd oil stocks at Louisville.

Greatly increased finished stock at Adrian Joyce along with s
amall increase at Collinsville.

The lack of Valdosta inventories at August 31, 1960 which to-
taled about $1,000,000 at August 31, 1959 is the prineipal
reason for the reduced total. Inventories at Fort St. Joe
were down slightly at August 31, 1960 compared to the previous

year end.

+
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I BALANCE SHEET REVIEW

D. Inventories - continued

LIFO Reserve - Of the LIFO Reserve raduetion of $264,000, $£195,000 is the
result of the sale of the Organic Chemical Division's
Yaldosta operation.

Tarmover - Published Fet Sales to year-end net inventory:

1960 - 4.86 to )
1959 - 4.94 to 2
1958 -~ 5.91 to 1
1957 - 5.38 to 1

Inventory control is brought ahout through the joint efforts of managemsnt and
operating personnel. In the Paint Division on a sezi-sanual basis, Finished
Stock dollar goals are set up by & Headquarters Inventory Committee on &
Regional busis after careful study and coasultation with Regional management.
It 1s the resronsibilily of Regiocnal manngemsnt to allocate geographically

and by product within itas goal. Results are cozmpared to goal each month, both
at Headquarters and esch Region; and resscns for varianees are determined and
rssolved. - Rav material con%rol is brought sbout by a translation of Finished
Stock goals by the joint effort of jroduction management and purchasing person-
rnsl at both Heedguartszs and each Region.

Inventory control in the Pood Division also has pars set for total inveatory

by Division through the Joint effort of Headquarters and Division management.

Of greater importance is the dsily control exercised for Raw Materials based on
market quot:ations of edible 0ils and condiment rawv materials. The Durkes
Trading Office is comnstantly projecting market conditicns into materisl reguire-
xats by means of teletype communication vwith Headquarters and Division mansge-
ment. Narket conditions on pepper and otier materials are also projected into
requirensnts on a daily basis.

The respective divislon managers in C-P-M and Organic (hemical exsrcise control
of inventories as required by their individual market sources and opsrating
requirenents situations.

E, Other Current Accounts and Investments:

Datail at August 31 was: 1960 1959
Marketable Securities (Canada) 43,750 $40,000
Margin Advences - Durkee & Eemwond 62,970 - 13%,572
Misc. Notes and Acets. (G.I.C.A.

acd from sales of properiy, ete.) 7 & 19,170
904 ,0 EEETE

Page &
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NOTES FOR ANKUAL MEETING

I  BALANCE SHEET REVIEW
F. Prepaid Insurance and Other Expeasses

Detail at August 31 vas: 1960 1959
Prepaid Insurance $ 30,343 $ 460,866
Prepaid Taxes 147,572 13,127
Prepaid Royaltiles 76, /105,046

Other Prepaids

G. Property

For scaedule of major capiial expenditures and 1961 projection, see pege 25,
Detail of lease of property to Central Soya is on page 23,

Derrsciation 48 covered on page 12.

Insuzable vValue of all buildings, machinery, and equipment ocwned by the Company
but excluding land ard foundsticn is $115,000,000. Rental obligations for
buildings oceupled by Company urits are covered on page 8.

H. Other Assets

Detail at August 31 is: 1960 1959
. Prepaid Bond Discount snd Expense $ 713,863 $ Thk,679
: Sundry Investments 74,014 40,201
Advences, Deposits snd Clains 1:;8,91& 125,369
Misc. Notes end Accts- Receivable 1,TT2 S 3,%9
;é.o'xs.m 12235949

I. Short and Iong Term Financing

~——_ 1. chort Term Berrovinz and Bank Lines of Credit
Piscal 159 Fiscal 1959
. -o‘ $ m’sm
" L -0~ 4,000,000
9/1 - 9/5/58
ing
0O« -D-
L
0= 0=
(s a -0- 3.5%
Seort Term Borrowing 9/12/58

tained a line of srzdit of $1C,000,000 for Glid

GLDOD3450
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ROTES FCR ANRUAL MEEVING
I  BALANCE SEEET REVIEW

I. Short and Long Term Finencing (Continued)

1. Short Term Borrcwing and Bank Lires of Cradit (Contihued)

(plus $1,000,000 for International). These vare carried at major banks

across the country as foliows:

Bank

The Citizens & Southern Naiional Bank

Contirental Illinois Nationnl Bank & Trust
Cowpany of Chicage

The First National Bank of Chicego

The Cleveland Trunt Company

The National City Bank of Clewvelend
Atlantic National Bsak of Jacksonville
The Florida Hational ¥unk of Jackacnville
Bank of America, N.T.& S.A,, Bell Branch
The Louisville Trust Company

The Chase Manhatten Bank

Ctenical Bank New York Trust Company

The First National City Benk of Rew York
The Boatmen's Naticnal EBsnk

Mercantile Trust Compasy

Wells Fargo Bank

Union Commerce Bank
* International

City & State

- Atlanta, Georgis

Chicago, Illirois
Chicago, Illinois
Clevelend, Chio
Clevelanrd, Chio
Jacksonville, Florids
Jacksonrille, Flopida
Los Angelss, Californis
Louisrille, Kentusky
New York City

Nev York City

Rew York City

St. Iouis, Missourl

St. louis, Missouri

San Fraocisco, California

Cleveland, Calo

Amound

$ 500,000

1,0C0,000
500,000
500,000
1,000,000
500,000
500,000
500,000
500,000
1,000,000
1,000,000
1,000,000
5C0,000
500,000
500,000

1,000,000

Since we have not usad cur Credit lines in two years, snd it is not
antizipated at present tha% we will have nsed of short-term borrowing

in 1960, ve have, since August 31, 1960, reduced our lines to $7,500,000
(plus 41,000,000 for International).

GL00°3A51
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7 \oTES FOR ANNUAL MEETING
1 BALANCE SHEET REVIEW
I. Short and Lohg Term Pinancing (Continued)

1. Short Term Borrowing and Bank Lines of Credit (Continued)

" The Following lines bave been eliminated:

Bank City & State Ancunt

Atlantic Fational Bank of Jacksonville Jackscaville, Florida  $ 500,000

The Florida National Bank of Jacksonville  Jacksonville, Florida 500,000

The Boatmen's National Eank St. louis, Missouri 500,000

Marcentile Trust Company St. Louis, Missouri 500,000

Wells Fargo Bank Sen Pranciseo, Californis _ 500,000 |
Total Elininsted $2,500,000 1 |

‘2. Debenture lssue

¢
The entire indebtedness of The Glidden Compeny (excluding normal P
accounts payable, intsrest, and taxes) is represented by the |
$30,000,000 of 4-3/4% sinking fund debentures dated November 1,
1958 end due November 1, 1983.

The indenture provides for a sinking fund commencing November 1,
196k to retire $1,500,000 of debenture annually end 100% by maturity.

The debentures were offered publicly on October 28, 1958 at 99, and
the effective interest cost 1s k., based on the net proceeds
after all expenses. :

_ . Annual Interest Cost Year Month
T Interest at L-3/i¢ 41,425,000, 118,750,

TT%ea= af Discount end
8160 2 . !

ntures has varied from a high of 104-5/8 to a
ket price vas 103 on 8/31/60, and was on

bave been audited and final‘setdlemsnt made ugh

ov of no wnusual items for the 1960 fiscal year,
serve allowance for federal incoms taxes.

FPage 7
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ROTES FOR ANNUAL MEETING

"I  BALANCE SHEET REVIEW

J. Contingent Liability (continued)

Fo problem in goverument contract through rensgotiation or otherwise. Total
government volume of business, including state and local, is only about one
percent of Net Sales.
The detail of major real estate lease commitments at August 31, 1960 is
(CONFIDENTIAL -- DO ROT RELEASE):
Total Fiscal
Contract 1961
Paint Branches
Active $ 6:298;357 $ 1,126,674
Pending 201 6
Total »953,5 1,167,329
Bethlehem Plant 354,375 67,500
Cleveland Executive Offices 1,723,294 262,175
Miscellancous Offices and Warehouses 112,702
5 EL5%,706

K. ©Stock and Stockholders

1. Common Stock (2,310,590 shares o/s at 8/31/60)

The Company's common stock is lisied on the Rew York Stock Exchange,
and has unlisted trading privileges on the Midwest, Pacific Coast,
and Philadelphia-Baltimore Stock Exchange. .

From Januayy 1, 1960 through November 9, 1960, the price of the
Company ‘s stock ranged between a high of k5-1/8 and a lov of 34-5/8.
(See Annual Report, Page 14, for prior years). During this seme period, |
an average of 925 shares vere traded each day on the New York Stock Ex- |

i out, we do not nov see eny financing with stock.

change.
- The closing price of Glidden Common Stock on December T, 1960 was
Stock | '
sury stock. ,
|

s are alvays under consideration, but we have no
such., It is felt that stock dividends only spread
ue over a larger number of shares, with price

rdingly.

. Page §
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NOTES PR ANNUAL MEETIEG

I BALANCE SHEET REVIEW _
K. Stock and Stockholders (Continued) -
3. Holdings of shares as follows: ’
August 31, 1960 " August 31, 1959 il
No. of % Shares Avg, Shs.  No. of ¢ Shares Avg. Shs. i
Sharcholders Beld Held  Shareholders Held Held 1
Individeals 20,175 63.12% T2 20,253 64.26% T3
Institutions 35 5.86 357 288 .oy 337 |
Brokers 182 10.65 1,353 179 11.30 1, 'lgg g
Fonminees 297 21.37 1,662 20.23 1, -
Total 50,969 100.004% ~ 130 20,99§ 109.00% |||
4. Stockholders are not given syeciml opportunity to buy Company products, f

ag it 18 difficultto handle, impracticel end unfair.

Page 9
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NOTES FOR ANNUAL MEETING

11 OPERATING STATEMENT

A. GROSS PROFIT

Published
1960 1959
Ratio to Net Sales 27.7% 27.2%
Dollars $54,681,588 $53,229,592
Increase 1960 over 1959:
Due to Net Sales Increase $§ 476,000
Due to Gross Margin Increase 936,000

Total 1960 Increase ’ $ 1,462,000

B. INCREASE IN SELLING AND ADMINISTRATIVE EXPENSE

The Annual Report shows &n increase of $3,811,625, or 10,47 on a Net Sales in-
craase of .9%. The Annual Report stated that the increase of almoat $2,000,000
in selling and administrative salaries was the result of expansion of marketing
end distribution programs with other contributing increases including resaarch

and development, rental of distribution facilities, and advertising snd promotion.

The changes broken dowa by major operating unit are as follows:

Palnt o o « o o o o o s o o o o $2,125,000
FOOd o 4« o o o s o ¢ a s ¢ v @ 735,000
CoPoM ¢ o ¢ v o« o 6 8 ¢ ¢« 2 ¢ » 85,000
Organic Chemical . . ¢ o« o o » (25,000)
Headquarters .« « ¢« o « «» o o o 860,000

3,780,000

PAINT =~ Within the Paint Division, the continued branch expansion accoumpanied
by increased promotion and rescarch occasioned the 1960 increase. Within 1960,
compensation to employees of the Paint Division increased $950,000. ‘The break-
dowm of this increase is as follows:

Office Salaries at new branches opened inm 1960 . . . . . §371,000
Office Salaries increase in 1960 of new branches
Op&nﬁd In 1959 & o o ¢« &« ¢ 2 0 5 s 0 v e @ b e e 0w e e 120,000
Salesmen's Compepsation at new branches opened
In 1960 . & . o ¢ s ¢ i e o s s v e o s B s v s e s s 117,000
Salesmen's Compensation increase in 1960 of new
branches opaned in 1959 . s 4 4 ¢ b o s @ s 0 0
Reglonal Headquarters' Salary increases primarily as
result of the creation of various Regional Sales
Managers, District Maonagers and other required
accounting and stockkseping personnel to supervise
the expanded distribution system « « « « s = o » » « « 250,000
Other e o 2 6 ® 2 ¢ o © 06 © 6 @ € ® 6 s o 6 4 o & O @ @ __22‘229

950,000

6LD003455
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"ﬂCTES FOR ANSUAL MEETING

11 OPERATING STATEMENT KR

The above phows the result of the branch expansion program on employee coum- E
pensation. Rent increased $219,000 in 1960 over 1959, of which $177,000 can E
be directly related to new branches openad in 1960 and the impact of a full |
year's expense in 1960 of new branches openzd in 1959.. Other operating ex-
penses showad increases related to this branch expansion. Research expense
increased $176,000 and national advertising $53,000. .

FOOD - Within increased sales volumea at both Louisville and Bethleham, sales-
men's compensation and expensas increased $221,000, but thess increases ware {
not out of lire with the volume increases. ZThrough s charge in distribution ‘
methods by increased use of consignment jobdbers by the rsfinary operations,
storage charges increased $70,000, BExpanded use by Bethlehem of free and re-
duced price deals in coconut promotion resulted in a $100,000 increase which
was partly offset by a $50,000 reduction at Barkelay., Prewmotional allowances
granted as an inducement for the introduction of the Durkse spice line resulted
in a $145,000 increase in Bethlehem sample and allowance expense. The opara-
tion of the RAMAC data processing unit at Chicago and the first full year of |
operation of a similar {nstallation at Bethlehem resulted in a $115,000 increase |
in tabulating expense. Appraciable results of thasa opsrations are already
being seen in the reduction of administrative salaries, ete., and further re-
sults are expected.

C-P-M ~ Compsnsation to onffice 2nd sales parsomrel increased $24,000 and is ;
considered the full effect of 40 people, 10 sales and 30 salary, added inm 1959. i
The other major factor in $85,000 total increase was a $27,000 increase in 1
salesmen's expense which was again the result of the staff increasas im 1959. !

ORGANIC CHEMICAL - Little change with slight reduction due to Valdosta disposal. ,

HEADQUARTERS «

Engingering - Salary increase of $121,000 resulting from full {mpact of 1959
personnel additions making necessary wmany project engineers.

Chemical Administration - Increased Adrian Joyce Works costs of $87,000 plus
$164,000 of pre-operating costs at Lakshurst Mine.

Paint Administration - Impact of the addition of nine people in 1959 plus
increezged costs of Central Region E.D,P. study and Training Program Salaries.

Controller's - Almost $80,000 salary increase due necessary field subsidie-
zation of accounting traipees' salaries plus six man added to Special Services
for continuing E.D.P. program.

A brief statement as to cause of increase and comparative high level of Selling
and Administration Expenses should admit to creeping increase largely tied to
salaries and other expenses of added pesople which are integral part of our
growth progrem. The jump in 1939 to published 18.8% i3 due primarily to
Chenurgy which as a division had ratio well below 107 so elimination raisaes
overall level and also leaves unabsorbed overhead dus to nonreinvaestment of ;
capital freed.

GLD003456
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JNOTES FOR ANNUAL MEETING

I1 OPERATING STATEMENT
C. OTHER INCOME - PUBLISHED P & L

The major items this year and last year were:

1960 1959
Technical Service Fees $195,006 $332,131
interest Earned 217,436 209,376
Gain - Disposal Caplital Assets 396,107 75,378
Gain - Disposal of Securities (2,844) 27,528
Other ) 30,443 120,388

$836,148 $764,801

The decrease in "Technical Service Fees" is the result of the transfer of the
Glazebrooks-=-Australia and Ishihara--Japan contracts to Glidden International.
Included i{n "Gain - Digposal Capital Assets" is the $273,000 gain realized on
the Bale of the Valdosta operation.

D. DEPRECIATICN

Depreciation and amortization charges for 1960 were $6,959,971 compared to
$6,579,313 in 1959. The charze on Chemurgy propertics was $2,013,837 which
was more than covered by the rental incoms of $2,175,000 from Central Soya.
Most property acquired since 1954 is depreciated for tax and book purposes on
the Sum~of-the-Years' Digits method of acecalerated depraciation using the
following average lives: Bulldings, 40 years; Machinery and Equipment, 20
vears; and Iurniture and Fixtures, 15 years.

1960 1959
Total Depreciation and Amortization $6,959,971 $6,579,313
Chemurgy 2,013,837  _2,100,056
$4.946,13"' " 34,‘079,257
Estimated S-Y-D Excess 1,947,714 1,516,519

Straight Line Charge--Excluding Chemurgy $2,998,420 $2,962,738

E. FIXED CHARGES

The two major items of this nature which may be of concern to sharcholders and
others are:

Total Interest Expense = 1960 $1,425,C00
Real Estate lease Liability - 1960 1,509,706 see page 8

$3,035,706

Page 12
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NOTES FOR ANNUAL MEETING

11 OPERATING STATEMENT

F. ADVERTISING EXPENSE

Total Company

Advertising % to Salss Promotion % to Sales  Total %_to Sales
1960  $64,781,861 2,417 $734,411 372 $5,516,272 2.78%
1959 4,753,263 2.41 691,547 «35 5,444,810 2,76
By Division
Paint Food Chemical Corporata Total
1960 3,541,064 1,759,236 84,879 131,093 5,516,272
1959 3,448,963 1,723,816 78,281 193,750 5,444,810
G. RESEARCH AND DEVELOPMENT
Incr. 1961
Budget Over
1960 1959 1960 1961 Actual
Actual Actual Budget Budget 1959
Research $1,225,340 $1,066,756 $1,264,250 $1,474,200 20.0%
Saleg Service 1,744,961 1,570,902 1,851,285 1,998,500 14.5
$2,970,301 $2,637,658 $3,115,535 $3,472,700 16.9%
Control Lab. 1,162,209 982,882 1,136,175 1,231,000 5.9
Total $4,132,510 $3,620,540 $4,251,710 $4,703,700 13.8%
H. AVERAGZ ASSETS AND PROFIT RETURN
1960 1960
Average 1960 %
Assets Profit Return
Paint $47,251,732 $6,961,752 14.7%
Food 24,546,645 4,232,284 17.2
C»P~N 33,142,759 3,210,572 9,7
Organic Chemical 8,755,049 511,663 5.8
Total $113,696,185 $14,916,271 13.1%
Totel Company $136,439,873 $13,638,356 10.0%
1. MISCELLLNEOUS
Attention may be called to ten year statistics in Annual Report. It may be

pointed out, on inquiry, that all departments of the Company were operated
profitably in 1960 except that the fine terpene development program at

Jacksonville caused that operation to show a operating loss for 1960.

Port

St. Joe, which was the company's only unit operating at a loss in 1959,

stowed a small profit in 1960,

GLD003458
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4 “NOTES FOR ANNUAL MEETING

IIX CASH USE AND PROJECTION

A. Application of Funds (In Thousands)

ngg 1959
Source of Funds
Net Income $ 2,690 $ 2,53h
Depreciation
Total from Operatiocns 13, 3“1‘5‘1‘2%
Sale of Debentures $ $ 30,000
Leas Bank Loan Payments - 26,000 $ L,00
Sale of Common Stock under Option
Plans (1960-2,740 shares; 1959~
9,680 shares.) 98 351
Disposition of Fixed Assets 965 392)
Other Sources - Ret 1k 73
$ 15!35é § lzgggz
Disposition of Funds
Dividends Declared $ L6 $ 4,610
Expenditures for Property, Flent,
and Equipment 8,764 7,607
Changes in Working Capital:
Cash (Decr.) $ (1,472) $ (428)
Short Term Securities-Iner.
(Decr.) ET_{lLE%é% 1,9
2,945 1,529
A/C Receivable-Net;Iner.
(Decr.) 1,823 (3,271)*
Inventory-Incr.(Decr.) 1,077 (939)#
Other Accts.-(Decr.) (122) (806)
Notes Payable-Decr. - 5,500
A/C Payable-{incr.} Decr. 323 (1,209)
Accrued Taxes-(tmer.) Deer. 1,k82 (1,114)
Other Charges (265) (a4)

1,473 676

F IS ML

* Changes due to Chemurgy disposition are Accounts Receivable dacrease of $2,898,438 and
Inventory decrease of $3,75&,249.

. Page 14
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7/ GOTES FOR AMWUAL MEETING

III CASH USE AND PROQIECTION

B, FIVE-YEAR FORECAST - CASH BASIS

As of 8/31 -« 000 Omitted

Next Last
Five Years Pive Yaars
Fiscal 1961 1961«1965 1956~1960

(Actual)
Estimated Punde frem Profit,
Depreciation, Chermrgy Disposition
and Miscellaneous Scurces .$23,589 $88,189 $66,201
Less Estimated Dividends 4,621 23,841 23,012
Met Cash in Flow $18,968 $64,348 $463,1839
£dd Cash Balance 3,880 13,830 13,274
Met Cesh Available 532,843 $78,223 350,423
Needed for Ieceivabla & Inventory
Growth $00 12,000 11,880
daeded for Peceiveble & Inventory
Chemmrgy - - (4,503)
Normal Capital Replacement 5,240 20,205 13,040
MNovmal Caplital Replacainent-Caenuvrgy - o 921
Operational Cash Requirad 6,000 7,000 6,000
Ramaining Funds for Growth Ussse $20,708 $38,323 $29,079
Grouth Capital -~ Mostly Approved 6,417 9,319 36,623
Chemurgy 4,076
Balanca of Funds Available for
Future Growth 14,291 29,006 $(11,620)
Canital Projsstions:
Organic Total
Paint Pood CPH Chemical (Incl. Rdg.)
Actual 5 Yrs, (1956-60) § 9,241 34,855 $28,364 $6,236 $49,663
1961 4,453 2,028 3,956 987 11,657
1262 1,388 2,482 11,197 200 5,967
1963 1,650 800 300 300 3,650
1664 1,8C0 900 900 400 4,2C0
1665 2,130 1,000 1,000 500 4,750

Eztimated 5 Yrs. (1961-653512,C46 $7,220 $ 7,853 $2,387 $30,224

Yorkine Capltal

Eatimatad 5 Yrs. (1961-65) €7,460 $2,350 $§ 900 $1,050 $12,000

Page 15

GLD003460

; \\\\“ﬁ



NOTES FOR ANNUAL MEETING

I¥ EMPLOYEE EBENEFITS

A. Pension Plana

8/31/60 Yield
: Expenre per m”.m“aou Mw_m.m.wn Retired Employeea B awumﬂ”.wﬁmwﬂu
Books Deposit Funde Receiving Benefits Capital Czin or less {on Coat)
U. S. Salary .$ 803,151 $11,475,397 1,355 217 h.55 9.97
U. S. Rourly ' 250,000 2,829,028 987 3k k.66 T.42
Canedian Salary ! 55,000 666,338 216 9 N.A. b.52
Cansdisn Hourly | 22,000 181,019 112 _9 N.A. .85
Total Funded . $1,130,151 $15,151,782 2,670 sh9
Supplemental | 100,528 ©132
Total Assets @ 7/31/60 and in Annual Report $15,151,782 (does not include $178,151 to be deposited to
complete 1960 requirements.)
Uhfunded Past Service Liability in Annual Report $ 4,200,000

Annual Current Service Coat per Annual Report $ 960,000

T—

T~
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EMPLOYEE BENEPITS

A. Penaion Plans (Continued)

As of October 31, 1960, the coot and matket values of our trust investments were

as follows:

Canadian Canadian
U.S. Salary U.S. Hourly Salary Hourly
Cost:
Dollar Amount $11,524,105 $2,835,039 $669,461 $183,524
% Equities 37.18% 34.87% 40.3% 40.3%
Incl. Glidden Stock (3.83%) (3.36%)
Fixed Income $6.42% 56.96% 59.7% 59.7%
Convertibles 6.40% © B.17%
tarket:
Doller Amount £€12,505,516 $3,105,720 $626,128 $175,013
% Equitias 45.238% 41.667% 38.2% 37.6%
Incl., Glidden Stock (3.45%) (2.97%)
Pixed Income 48.73% 50.12% 61.8% 62.4%
Convertidbles 5.94% 8.22%
Total Dollar Amount in Funds - At Cost $15,212,129
- At Market $16,412,377

Glidden shares held by Pension T'und are voted by Hafner & Co., as Nominee of The i
Cleveland Trust Company, Trusteec,

B. Bonus Plan

Original plan adopted February 8, 1951 and amended February 14, 1952. Administered
by a Bonus Committee elected by the Bosrd of Directors. Im 1955 Gilbert suggasted
provisior preventing bonus to top officers until a certain dividend has been paid.

Formula provides 12% must be earned (pre tax) on bonus net capital (capital, temm
debt, atc.) before providing a bonus of 7% of profit. Net income must exceed 6%
bonus net capitsl employed also. The 1960 computation was:

Capital Stock, Debentures, Surplus (Bonus Net Cegpital) 122,800,584
12% Bonus Net Capital 16!736l082 ]
Consolidated Net Income 6,690,356 '
Add: Provision for Taxes, Bonus, |
Interest on Debt 8,285,000 15,075,356 |
Less: 127 Bonus Fet Capital 14,736,082 i
Net Bonus Income 339,274 l
7% Net Bonus Income (Maximum Provision) 23, 749 |
Congolidated Net Inccme 6,690,356 :
Less: 6% Bonug Net Capital 7,368,041
Maximm Provision 5677'685)
Actual Provision =0 =
b —— —— ]

GLDOO03462
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ROTES FOR ANNUAL MEETING
/ IV EMPLOYZE REENEFITS

B. Bonus Plaan (Continued)

Since 1951 the maxizum allowable provision was $2,557,863. We have returned to
profit $952,163 learving $1,605,700 for bonus puy out.

In 1959, 124 avards vere made, totalling $203,750. The highest irdividual

amcunt avarded was 38,000 (to Duncan snd Halsey). A total of 1,196 awards have been
made from 1951 through 1959. Max{mws in any one year was 212, lovest L8. e
highest individual amount swarded was §12,00C (to Duncan, Spregue, Puth and
Goldseth in 1951.)}

Gilbert suggested resubaitting plan every five yesrs to atockholders. We feel
ve need do s0 only when there is a materizl change

No bozua avards vers made in 1560.

The purpcse of the PBonus Plaa is to provide revard sod incentive to those emplcyces
and officers, except the Chairman of the Board of Directors spd the President, wvho,
beyond the call of duty, contridbute to the success of the Company. As provided in
the Plan, each avard of more than $1,000 i3 psid in anpual installments of 25% of
the smount awarded or §1,000, vhichever is greater, and the Booms Committee deter-
mines vhat part of any award is to be paid in cash or stock. HNo bonus swarded to
an employee for any fiacal yesr may exceed S0% of the basic spnual salary of such
employee at the ezd of such figesl year.

Ten officers of the Compmay who gerve as directcrs, and approximately 500 other
employe=s {including seven officers) vho receive zalaries of $750 or more per
month, are currently sligible for coansideration for bopus awerds. The Chairman of
the Board of Directors and President msy not be awvarded a bonus uander the FPlan.

C. Stock Options
1. 1952 Stock Optico Plan

Inder this Plan 10C,000 skares of authorized and unigsued Common Stock were
rede aveilsble. The FPlan provided that no option could be granted to an em-
ployee after ege 655, mnd ro participant could receive options covering more
than 5,0C0 sbares. The Plan al2o provided that the option price cculd not be
less thsa 95% of the falr myuket value of the atock ou the day the option wad
groated, snd the option pericd could not exceeld ten years from the dste the
option was granted nor more than three months after retirement of a8 partieipent.
All rights tc exercise options terrinste when an empluyee ceases to be an
employee for any cause other than death or retirement.

As of Augvst 3, 1990, cptiona %o purchase 118,870 shares {58,900 Yy officers
and directors) had been gracted uoder the 1552 Flan. (Options for 20,210 sharer
anad expired by reascn 57 taemination of employment, of which options for

18,870 sharew were relssued, as authorized by the Plan, to qualifying empleyees. )

Page 13
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IV EMPLOYEE BRNEFITS

/ Options reprasenting 19,260 sharss had bean exsrcised (4,005 by officers
and directors). There wers outstanding under the 1952 Plan as of Auguat 31,

1960, options for 79,400 shares (54,895 for officers and dirsctors) exar-
cisable over a pericd of ten ysars from the date granted but not more thes
three months after termination of a participant's exployment. A total of
tventy officars and directors and 105 other employaas hald options under
the 1952 Plan. Officers end directors nsmed in the renumaration table oa
page held options as follows: ’

Option Option Option Option Option
Prica Price Frica Price of Price of
of $35 of 338 of $37 $37.50 $41.50

Expiring RBxpiving Expiring Ecpiring Expiring
Hu2beub2 12-27=-64 11-29-66 9.29-67 12-28-68

Dwight P. Joyes 2,000 2,000 1,000 - .
Alexander D. Duncan 1,120 2,000 1,000 .oe wae
Beauford W. Msxey 2,000 2,000 1,000 e ovin
John H. Waeks 1,500 2,000 1,000 ——- we-
Robert D. Horner 700 2,000 2,000 ne= 300
Williezm G. Phillipn 500 2,000 2,000 i 500
Willard C. Lighter e 2,000 2,000  wee 1,000
Harvey L. Slaughtar —— 2,000 2,000 e cna
George M. Halaey 400 200 2,000 - 1,000
W. David Stallcup ——— 800 : 800 een 1,000
Goorge S. Warnar 500 2,000 2,000 i 500

All Directors and Officers
as a group (including
those nanad above) 9,645 20,800 18,700 350 5,600
On Septembor 29, 1959, the nuthofity of the Conpsny's Stock Option
Comnittee to grant options under ths 1952 Stoek Optioa Incentive:
Plan was terminated by action of the Board of Directors.
2. 1959 optien Plan

Provides Committes may option 100,000 shares of suthorized and unissusd
Common Stock.

Principal differences £rem old plan:

a. Option price not lass than 1007 of market (old plam 95%). Both
rnot less thao book value.

b. No option to employce aftar age 60 (old ﬁlan 65) .
€., May not be terminated ond reissusd at lower prics.

d, Term of option sat by Cosmittee up to 10 years and may not be
exorcised for two ymars sfter grant (old plan sll for ten years).

Page 19
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1V EMPLOYEE BENEXITS

C. STCCK OPTIONS (coatinued)

Under ths 1959 Plan, options to purchase a total of 13,900 sharss were
granted to 77 employees (iuncluding 9 officers) on May 25, 1960, at a prics
of $40 per share, Officers and dirsctors receiving optioms were Dwight P.
Joyes, 2000; Harvey L. Slaughter, 1000; G. M. Halsey, 1400; P. W. Neidhardt,
400. Totasl options grantod to all dirsctors and officers as a group on
that date amountgd to 6000 sharas.

D, WAGE ARD SALARY RATIOS ° 1960 1959
Manufacturing Wages to Cost of Products Sold 8.52 8.2%
Totul Wages and Salaries to Hat Sales 18.6% 17.3%
$36,708,653 $33,932,101
Total Waogzeo, Salarias and Bensfit Costs to 20.0% 18.61
Bat Selas $39,484,429 $36,436,403
B, SALARIZS

Our salary rates, including thosa for officers snd othsr key employess, including
borus, ere fully in line with studics on this subject, such as by AMA. Ue awst
bz coupetitive in salaries end other irducements such as stock options, to
attract and bold good men.

The Proxy Statement raports that total rexmunsration of all directors and
officers as a group increaced from $640,557 in 1959 to $817,180. The prinecipal
reason for the increase i the addition of four regional vice presidents to the
officer greup. These sdditions eccounted for $111,616 of the increase.

F. OTHER BEBWEPITS

In addition to the Retiramont Plap, employces are eligible to participate in a
group life imsurancs and hoopital snd surgical benefit plam. During 1960, the
conpany offsrad employaes the opportunity to participats in a major medical
plan and an sccidental death insurance plan. Also in 1960, ths company
formalized s previcusly exioting salary continuation policy wharedy salaried
employess raceive a portion of their salary in the event of prolonged illnoss~-
the length of continustion dapendivg upon the suployoe’s length of service.

Page 20
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ACQUISITIONS, DISPOSITIONS AND CAPITAL EXPERDITURES
A. ACQUISTTIONS

Our acquisition program is sn important part of our futura plans. We are empha-

sizing and will follow certain basic product approaches in our growth. ¥irst,

research and development to improve existing products; second, create and introduce
new products; and third, acquisition of established coapsnies and products in the

seme or related fields of interest. Acquisition of companies and products im the

ssme or related fields gives us maximum benefit from the abilities of ow managa-

ment, marketing, manufacturing and research people, and from our production facilities.

Canadian Branches - October 1, 1960

In two separate transactions purchased paint business of Humphrey Paint and of
Mowat-Graant Ltd. and Douglass Paint Ltd., both effective October 1, 1959.
Purchase pricss are:

Inventozy Eqpt. Total
Mowat~Crant & Douglass
Yancouver, British Columbia $112,139 $40,312 $152,451
Victoria, British Columbia 254,541 10,247 3,788
Humphrey
St. Thomas, Ountario 11,995 3,640 15,635
Windsor, Ontario 19,960 3,136 23,096
London, Ontario 36,925 2,187 39,112
$205,560 $59,522 $265,082

Total Net Sales of these five units in their 1959 fiscal years was $1,372,355
of which a subgtantial portion waa sales of Glidden meteriala purchased from
our Toronto Division.

cL00 03466 Page 21
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/ V ACQUISITIONS, DISPOSITICHS AND CAPITAL EXPENDITURKS

B, DISPOSITION AND SHUTDOWNS
Pre-Tax After Tax
Profit Avg. Profit Profit or Cash & Asset
Anaual Sales or (Loss) or (Loss) (Loss) on Utilization
Last Full Last Full Last 4 Yrs., S8ale or Last Pull
Year Year _ _Operated Absndonment ~ Year Basis
Hammond 7/16/51 $ 4,076,147 $ (234,346) $ (373,225) $ 142,235  § 2,044,710
Oakland 10/25/54 627,505 (226,221) 39,296 96,376 997,955
Feed Mill 8/10/54 4,423,653 65,538 15,608 (290,471) 2,417,15&
Portland 9/18/52 2,941,393 92,554 13,771 (19,369) 1,224,149
Cambridge 7/1/55 1,308,738 (60,579) €9,537) (6,542) 851,472
Yadkin - - - (8.149) 58.673
Jojaba - Castella - - - 50,597 125,640
Barytes Mines - - - - 11,679
Buena Park 8/31/56 4,033,465 (11,032) (67,338) (253,580) 1,095,247
Eastern Marg, & Salad ‘
Prod, 2/1/57 9,996,668 (372,378) (414,380) {197,934) 2,383,320
Elmhurat Building
A,8/31/57:8,8/1/58 - - - (252,240) 1,269,854
Scranton 6/9/58 1,100,590 52,028 66,056 30,690 455,467
St., Helena 3/31/58 - - - (1,215,239) 925,924
Buena Park Land 1/28/58 - - ‘- 174,957 136,635
Chemurgy 9/1/58 31,982,480 1,477,859 1,503,501 1,258,763 27,555,267%
Southern Pine 2/28/58 1,070,947 103,448 68, 240 (76,237) 292,555
Valdosta 3/28/80 2,941,738 320,127 156,671 275,301 1,430,042
Berkeley M. & 5P.4/30/60 _3,645,470 98,726 66,787 39,176 684,913
TOTAL $70,148,796 31,305,726 $1,065,250 § (251,666)  $43,960,656
After Tax Excess Cash
Book Value Cash Received Over Book Value
Fixed Assets - Sold $17,457,727 $19,061,55%
« Abandoned 2,304,320 1,198,246
$19,762,047 $20,259,800 $497,753
* Egtimated on exercise of option to buy property August 31, 1961
GLD003467
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ACQUISITIONS, DISPOSITIONS AND CAPITAL EXPENDITURES

B. DISPOSITIONS AND SHUTDCHNS

1. Chemurgy

Business of entire Chemurgy Division sold to Central Soys Co. at September 1,
1958, with real estate leased for thres years with option to buy at August 31,

1961.

Inventory Sold at Book Value $3,756,249
Recaeivables Assigned -« Net 2,898,438
$6,654,687

1960 Rental Income - (per year) $2,175,000

1960 Depreciation Expense (2,013,837)

1960 Migc., Expense -~ Net 5,822

Net Gain $ 155;361

The net book value of property leased at September 1, 1958 was $13,737,369
vhich will be reduced in each of the three years of the lesse by spproxi-
mataly $2,100,000 depreciation and smortisation. The estimated nat book
valua at August 31, 1961 will be $7,624,000 vhereas the option price is
$8,550,000.

It is estimated that the exorcise of this option will result in & capital
gein equivalent to $.27 per share in fiscal 1961.

2. Sale of Valdosta Operation

This operation with its fixed assets &nd inventories was sold to Nelio Resins,
Inc. on March 28, 1960. Total assets freed through this disposition on basis
of last four-year average ascets was $1,133,000. Fixed assets with s net book
value of $225,000 were sold for $500,000 resulting in 8 long term capital gain
of $275,000. Inventories were sold at their book value of $788,000,

3. Sale of Berkeley Margarine and Salad Products Businsas

Berkeley Maxgarine and Salad Products business and its related machinery and
equipment were sold to Beatrice Foods on April 30, 1960. Total assets freed
on the basis of lest four-year average assets were $555,818. Machinery and
equipment with a net book valus of $161,000 wers sold for $200,000 resulting
in 2 long tarm capital gain of $39,000. Inventories wera sold at their book
value of $234,000. Certain warchouse space at the Berkeley plant has been
legsed to Besatrice Poods for a period of three years beginning May 1, 1960 at
$1,900 per month.

Page 23
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/¥ ACQUISITIONS, DISPOSITIONS AND CAPITAL EXPENDITURES
C. MNMINING ACTIVITY

A twventy~year supply of ilmenite ore, representing a substantial portion of
requirements, was acquired in October, 1959 at Lskewood, New Jersey. A concen-
trating and separating plant is planned for completion in late 1961. Capital
requirements Per B.A.R. are (do not disclose):

Land and Mineral Rights $ 700,162
Plant 3,623,080
Authorized Capital 34,333,242
Mina Working Capital 340,000
Total Required for Mine ) 4,873,242
Adrian Joyce Works Inventory Reduction (3,300,000)
Net Required for Project $1i573.262

At August 31, 1960, cepital expenditures to date in connection with the Lakehurst
Mine were $946,630. During fiscal 1960, pra-operating expemses which were absorbed
in Headquartars Chemical Administration wers $163,604.

Page 254
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A ACQUISITIONS, DISPOSITIONS AND CAPITAL EXPENDITURES

D. MAJOR CAPITAL EXPENDITURES - 1960 (In Thousands of Dollars)

Expended
Prior to

1960

Palnt: )
5 St. Louls Warehouse ¢ -
14 Pacific Expansicn 15
1-2-9-12.14 Universal Reactors (5) lﬂ
16 Southwest Plant
Cleve., Res. Iab., -~ Paint 379
9 Plant Expansion
Branches
Al) Other Paint
Total Paint

Food:

&
5
8

Deodorizers (3) $ 536
Boiler Plant

Packing, Filling, & Vhse.
Land and Building

Spice Building

Solvent Fractionation
Semi-Continuous Deodorizer

Plant Expansion
Al) Othexr Food

BREGRRBESG
¢ ¥ 939 Evl ]

C~P=-M:
32 A.D.J. - Expansion $ 926
33 New Jersey Mine 572
32 BEalt. Research Iab 568
32 Caleium Ext. Pig. Mfg.
A1l Cther C-P-M

CRGANIC CHEMICAL:

T1 Menthol Plant $ 3718
Piteh Stripping
Colum -

All Other Org. Chem.

Headquarters:

Total Company

Used in Anmual Report

To Be Expended In

Expended in 1960 1961
$ 22 $ 456
221 1k
1,187 372
134 988
38 287
- a3k
$2,620 $, 458
$ 132 $ -
438 85
- 563
280 - 26
- 138
9 19
..68 1312"15}
638
21 82,506 —= 4 038
$ 2,4h5 $ 205
375 2,886
207 ko
- 200
650 625
$3,5T7 ' $3,956
$ 961 $ 707
- 100
20 180
$ 981 $ 987
) 28
$8,76% $21,657
8-10 million
Page 25
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v ACQUISITIONS, DISPOSITIONS AND CAPITAL EXPENDITURES

E. Extraneous Expenses

Start-up and development expenses at Jacksonville, Adrian Joyce Works, and
Lakehurst Mine were the major contributing factors to the .09 cents per share
net reduction in 1960 (.05 in 1959).

1960 bl
Before Tax  After Tax Before Tax %ﬁ Tax

Lalkehurst Mine 163,60k 78,530 - -
St. Helema 60,363 29,105 109,697 52,655
Adrinn Joyce Works 416,794 200,061 170,993 82,076
Jax. Development 479,885 230,345 :L13,269 5!;,369
Loss or Default of Contractor 72,421 34,762

Dumont Write-Off 109,326 52,&76 -

Pauli - 9,901 L, 752
Capital Gains (390,%6§ 292, 8503 (90,508) (67.881)
LIFO Reversal (263,662) (126,558 12,606 6,0
Other (19,6’+7) (12,OL)

648,265 205,671 306,311 119,986
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VI OTxER MAJOR FUNCTICNS AND ITENMS

A. Donatinns_

The dorations policy of the Campany provides for reasoncble support to
educational, welfore emd charitable organizaticms. This policy is adminiatered
by the Demstions Commitiee wnder the direction and guidance of the President
ard Board of Directors.

Educaticnal support has been given through the following:

1. Awerding of four scholarships wnder the auspices of the Natiomsl
Merit Scholarship Foundation. 1960 winners were: Edward A. Kueler (Case);
Cha=les J. Savoca (Ceorgetoim); Teylor R. Jurham (Overlin); Joan T. Moter (MIT).

2. Ccoperntive Ceatribution Plan, upder which tle Compary makes warestricted
grants to degree-grenting watversities in an equel arount to the domations
pade by employees of the Comuny to such colleges and universities. Contrie-
buted 1960 fiscal ~ $3,730 to 45 colleges.

3« Chemistry lectureship grants provided to six United States universities
and cnue Canadinn wniversity to provide for lectures by outstanding individuvnls
and to help promote understanding and interest in scientific achievement.

L, Outright grants to selected colleges and umiversities, such as Case and
YWestern Reserve.

5. Granis to selected fourdations, including Ohio Fowndation for Independent
Colleges.

In the Welfare and Heelth category, the Cempeny bas supported United Fund,
Camrmmity Chest and Red Cross progrems in the commmities where it has plants
or branches.

In addition, selective support haes been given to other service organizations
end foundatioms. Contributions ore not gliven to sectarian groups, labor
organizations, ete.

1660 1959 18 1
Education -9133,’3' 7 2 %ﬂ»
Eealth & Welfare Ls 51 57 70
Othex a1 2 2 S
Totel Donntions $108,233 $10k, 526 $69,066 $70,811
% of Net Preflt 1.68% 1.37% 1.14% 1%
Per Laployee $ 27.60 $ 17.35 $10.95 $ 10.97
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VI OTHER MAJOR FUIKTIONS AWD ITZMS (Continued)

B. AU

1. Erast & Exnct represertevives present st the meeting will be
Yessra. N. T. Halvarsen, Partner, and A. A. Wilhelm, Assistant Manager.

2. Ccapany internal auvdit staff conducts swprise audits of all
oparating mits on a scheduls calling for visits sbout omce each year.

C. DBIRAIKE

PIA coverage on ell) maumclaziburing propertiles except Canrda, Buenn Park, San
Frarcizeo, Hew Orlsens, St. Louls, linveapolls Varaish only, Portland, Tules,
Tron Strest; Coliinsville and Coluret and River Elevators. This FIA policy
for fire, wind, hall, exploasion, aireraft, omoke, vandalism ard sprinkler
leplmus.

FIA coverage 138 on sgreed amcuunt kzals, with 10 co-ipnsurance requirement.
Iccetiong exeluded except St. Louls and Portland are wnder an Industrial
Praperty Fleater for fire, extonled coverage ard sprinider leskage. Are on
ce-inzurance vasis ~ ro cgreed amornt. Si. Louis and Portland. are urder
pererate policies for firve, extended coverage ard sprinkler leslnpge. Co=-
ingurence basiz,

Flewators under Undemniters Gruin Ags'n. poliey.

Use and cecupansy insurance alse in FIA for loeations they cover Zor fire, ete.,
except Mirmeanolis, Atlania, awd AGE vhere we have extaw expense since other
aint plonts can maka up loot prXdvetion at ircreased ccst,

Use and cccupency insurance other divislons specifie with co-~insurance except
Yew Orlegars, St. Louis, Tulsa ard Portland whise we have extra expense since
other paint plants can wike wn lost production et iacreasad cosgt.

Also carry ccean marine and cargo insurance o extent neceasary.

Cexrry boiler and rragsure vessal insurarce where necessary.

ALl empleyees boamded in substantizl amount.

Horkmen's Compensation - We self-insure in states where possidble (11), Wth an
override $1,000,C07 pollcy for catastropbe. Sell-Inpurance on Workmen's
Camensation kog savad us over $1,000,00C in the last 20 years.

Adso caxyy comprehersive bodily Injury, product liabllity, avd property densge
liability. *
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VI  OTHER MAJOR FUIICTIONS AND ITEMS (Continued)

C. Imsurance - continued

There was one meJor fire in the 1960 fiscal year. The Los Angeles Chemical
Pigrent ard Metals Division warehouse stock In & leased location was total loss.
Recovering $55,490, Three smll fires resulted in total recoverable losses of
$5,392. One lightaing loss $1,911. Two windstorm losses $2,635. One explosion
of paint mill $9,151.

Total cost of insurence premiums for fire and extended coverage on buildings,

machirery and equipment and inveatory, plus use and occupancy and extra expense,
wms (280,030 for the fiscal year 1960. (This figure should not be given out.)

D. FOREIGY BUSTESS

a. The Glidden Compeny -

Bxport sales (both dizect ond indirect) totalled $2,147,251 in 1950 compared
to $1,811,506 the previous ycar. In addition, in 1960 sales to Glidden
International were $2,489,933.

The Glidden Cormpany hos eleven active foreign licersees and received
$136.866 in technical service faes from these licensees in 1960. This
anount represented & reduction from the previous year, primerily dws to
trensfer of licensees to Glidden Internmational during the course of 1960.

A direct steck interest is held in the following companies:

et Book
Haane % of Interest Value
Urconsolidated - .
Glidden Interneticnel, C. A. 59% $ 18,018
Ishihera, Sargyo Kaicha, Lid. 2.24% Memo
A/S rFiord-Piast 25% 28,040
Fabrica Xacional De Pinturas, S. A. 15.1% Meino
$ 146,058
Censolidated -
The Glidden Corpany Limited 100% 50,000
$ 96,058
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ROTES FOR AXMIUAL MEETING

VI OTHER MAJOR FURNCTIONS AND ITEMS (Continued)

D. Fcreign Business - Continuved

1)

2)

3)

L)

5)

Glidden Intermationnl, C. A. - Glidden holds 99 shares

(1 share held by The Glidden Company, Ltd.) representing
8 99% interest. Glidden Internationsl hed a consolidated
shareholderequity of $594,796 at August 31, 1960 with a
book cost to Glidden of $18,018.

Ishihara Songyo Kadshe, Lid. - Glidden holds 870,76l shares
representing o 2.24% interest. These shares have a current
market valuz in Jaren of $286,000 at November 14, 1960 on
vhich Glidden has & tex basis of $208,446 for taxes paid
throwh Ausust 31,1560,

A/s Fjord-Plast (orway) - Glidden holds 200 shares
representing a 25% interest which wms acquired on
July 29, 1960 at a cost of $28,040.

Febrica Neciomal de Pimturas, S. A. (Cuba) - Glidden holds
31,421 shares which represented & 15.1%.interest. The
corpony wes intervened by the Cuban govermment in October, 1960.
Accomts receivable due Glidden at this date total $28,271
and due Glidden Internmationsl $17,248. Bad debt reserve of
both cexpenics are completely adequate to cover any loss

on these accounts. Glidden Internationsl received technical
service feee of $64,264 from Fabrica in 1960 and additicnal
fees o $21,701 have been reported as due but have not been
reid end bave not been taken into incomes No collection of
this latter smount is anticipated. '

The Glidden Company, Ltd., (Canada) - Glidden holds 100%
(4,200 shares) with a book cost of $50,000. Shareholder
equity at Avgust 31, 1960, was $5,518,246 which 1s
included in the consolidated financial statements in the
enn2l report for 1960. Following are highly condensed
financial statements for the yeriods indicated:

Page 30
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The Glidden Company Limited
Ealance Sheet

August 31, 1960

Current Assets $4,779,031 Current Liabilities $ 622,249
Property, Plant & Equipment, Net 1,358,673 Stockholders Equity 5,518,246
Daferred Charges & Other Assets 2,791

$6,140,495 » 140,495

Incore Statement & Retained Esrnings

1960 1959

Net Ssles $9:618;916 $8:358}7&
Cost of Sales : g,ggg,ggo 2’2%”3,3
Operating Costs y)

Income from Operaticns $~ 755,761 $ 143,855
Other Income _%% 46,01

Incame before Taxes $ s $ ’
Provision for Income Taxes 000 1,000

Net Inccme for the Period $ 395, $ »
Retained Farnings,

beginning of year $5,072,840 $4, 673,967

Retained Eernings, end of yesr $19, 468,246 $5,072,8%0

b. Glidden Intermatiomal, C. A. =

The ccmpany is headquartered in San Juan, Puerto Rico, with retail branch
operations in San Jusn end Ponce, Prerto Rico, ard Pansma, Republic of
Panama. Collection of accounts is rmde througs the Chase Mmbatien Bank,
Sen Jvan, Puerto Rico.

Glidder Imtermational funds hove been primarily secured from accumilated
earnings and through bank borrowings at the Union Commerce Bank, Cleveland,
Okhlo. At August 31, 1960, this loan amounted to $425,000 with subsequent
zayments to date bringing the belance to $300,000. The current rate of
Interest is 4-1/2%. Tae lcan is guaranteed by The Glidien Compeny.
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NOES FOR ANNUAL MEETING
VI OTHER MAJOR FUNCTIONS AND ITEMS (Continued)
D. Forelgn Business - Continued

s Glidden Internatiomal, C. A. - Continued
Glidden Internmational has four banking associates:
Union Cormerce Bank, Cleveland, Chio (Borrowing)
Chage Menhatten Bank, San Juan, Puerto Rico
Chase Manhatten Bank, Parema, Republic of Panam
First Natiomal City Bank of Few York, San Juen, Puerto Rico

The accounts maintained include four Collection Accownts and six Vorlking
Furd Accounts. .

At August 31, 1560, Glidden Internatiomal owed The Glidden Cempany $190,682
for merchandise purchased durirg Auvgust, 1960.

Glidden Intermatiomals investments at August 31, 1960 were as follown:

Neme % of Interest Net Book Value
Unconsolidated -

Soja Glidden Argentinrs, S. A. 259 Memo
Pinturas Ico, S. A. 33-1/3% $47,50%
Pinturas Ecuatorianas, S. A. and

Distribuidora Americanss, C. A.  33-1/3% 62,837
Pinturss Centro - Americamas 33-1/3% 64,850
$ 175,191

Consolidated -
Industrias Glidden, S. A. 99.98% $ 22,000
Glidden Panare, S. A. 100% 20,000
$ 227,191

1) Pinturas Ecuatorianss, S. A. and Distribuidora Amoricana, C. A. (BEcuador) -
Glidden Internatioml holds 320 shares representing a 1/3 interest at s

cost of $62,837. Glidden Interzational's share of shareholder equity at
September 30, 1960 was $60,377.

2) Pinturas Ico, S. A. (Colambis) - Glidden Intermationsl holds 155,400
shares representing o 1/3 interest at a current cost of $47,50%. This
currant cost at August 31, 1960 is the balance remnining sfter a writedown
of $268,000 in August, 1960. This writedown was necessitated as a result
of continuing operating losses of this commany. This writedown included
recogaition of Glidden's rorticn of losses to date ard writeo?f of book
goodwill.
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NOZES FOR ANNUAL MERTING
VI OTHER MAJOR FUNCTIONS AND ITEMS (CONTINUED)
D. Foreign Businegs - Contimved

3) Pinturas Centro-Americanss {Guatemala) - Glidden International holds
154 shares, representing a 1/3 interest at a cost of $64,850. Glidden
International's share of shareholder equity at August 31, 1960 was
$94,342. At August 31, 1960, Pincasa owed Glidden Internatiomal $1,6L0,
on open account. Pincasa 8lso owed The Glidden Compeny $8,343 on open
account and $50,000 as & note payable at that date.

L) Soja Glidden Argentina, S. A. - Glidden International holds 10,970 shares
representing a 1/4 interest (no cost basis). This campany is currently
inactive. This interest has been assigned to Central Soya under the option
agreement for the Chemurgy Division and upon exercise of that optiom by
Central Soya, these shares will be transferred to them.

5) Industrias Glidden, S. A. (Mexico) - Glidden Intermational holds 19,996
shares representing a 99.98% interest. This company is currently inractive
end is carried at a cost of $32,000. In consolidation with Glidden
Internmational at August 31, 1960, sharcholders equity totalled $31,537.

6) Glidden Panama, S. A. - Glidden Internationel holds 1,000 shares
representing 100% control. This company is a paint branch and is carried
at a cost of $20,000.

7) In September, 1960, Glidden International purchased a2ll of the out-
starding stock of General Faint Company de Mexico for $4,900. An additionel
$60,000 was invested through the purchage of an advance account between
General-Mexico end its former parent.

The latter three campanies are consolidated with Glidden International for the
puwrposes of monthly financial statements. All otners are carried on Glidden
Internntional's balance sheet at cost.

Glidden Internationsl has nine sctive foreign licensees and received $43k4,571
in technical service fees from these sources in 1960. This coupares with
$67,893 for 1959. This increase results from larger payments from the previsus
year's paint licensees, addition of three new peint licencees,and two new:
chemical licensees, Eilliton, Netherlands with initinl contract fees of
$200,000 in 1960 and Ishihare, Japan's T10, contract. This latter trensfer
fram The Glidden Company in 1960 added $895136 to Glidden Internationals
technicels service fees in 1960. Receipts from the Ishiharn (Japan) 110,
contract and Fabrica (Cuba) are not anticipated in fLscal 1961.

Sales and profits of Glidden Interrational are not consolideted with The

Glidden Company for reporting purposes. Sales and profits of Glidden Internetional
are as follows:
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NOES FCR ANNUAL MEETIRG
VI OTHER MAJCR FUNCTIONS AND ITEMS (CONTINUED)

D. Foreign Business - Continued

Sales Profits
Fiseal 1560 3,253,945 335,011
1959 2,904,516 &,370
1958 3,012,840 68,150
1957 1,684,178 56,603
1956 560,112 32,709

The sales ircreage of $400,000 in Orgenic Chemical business and of $130,000 in
total Paint business wos partly offset by decrenses in both Durkee anl
Chemicals.Pigments-letals business, With the Direct Paint business

net profit in 1960 wus $35,450, compared to & loss of $49,134 in 1959. Tha
BEato Rey paint branch increased its pet profit $23,000. With an improvement of
$50,000 in the pet result from Organic Chemical business, total net profit,
before technical service fees ard the special charge of $263,000 writing down
the Colcwbian investment, was $235,939 in 1960 ecmparcd to $14,477 the previous
year,

E. NISCELLANEOUS

Cost of the Ammual Report this year was 23 cents per copy which wvas the same
as last year. Owr 1958 Annual Report was juiged best of the Paint and Coatings
Industry by FINANCTAL WORLD,

D. B, ERSKIEE

Distridbution:

Mr. Dwight P. Joyce
mo B w- !-my

. R. D. Horner
Mr. W. G. Phillips
M. R. XK. Dutter
Mr. R. R. Augsburger
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SUPPLEMENTAL IMNFORMATION

FABRICA -~ CUBA

Onen Lccount chances

Glidden's Febrica Open account @ 8/31/59 $116,700
Additional orders in process of shipment 62,800
. $179,500
Glidden International's Fabrica open account 34,000
Total 213,500
Glidden's Fabrica open account @ 12/1/60 $ 28,004
Freight drafts outstandinz ' 267
$ 28,571
Glidden International's Fabrice open account 17,248
315,519
Eorninzs on Febrica - 8/31/59 to 12/1/60
Glidden sales to Fabrica -- $192,000, at cost
plus approximately 10% (Finished goods, cost
plus 8%, interwediates at market, at a range
from 10% to 15% over cost) $ 19,200
Glidden International sales to Febrica --
approximately $70,000 at cost plus 20%
(primarily TiOp and Hard Butters) 14,000
Technical Service Fees received from Fabrica 6L, 264
Jublh
Total Earnings $ 97,464
Open Accounts 12/1/60 45,519

"Met Profit" § 51,9E5
Reduction in Accounts 168,000
Net improvement in

Glidden position $219,945




