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_ ciation combined with our divi- "
dend, which was increased 12%

27" Letterto Shareholders. .
Cl L e e e +_ March, g.wcntmal relum to:
sharcholders of .lppmxlm.ncly :

’ .402.000 shares at an a\'/emée‘ ‘
price of $30.51 per share. Crane’

has long had a policy of repur--

_ chasing shares at appropriate
times, When adjusted for stock

splits and stock dividends, there
has been a steady yearly decline
over the last 27 years in the -
number of shares outstanding, .

Our efforts to redeploy wpual to

" e higher returns for shire-
holders continued, The suceess of

these eftorts was recognized by
the 26% appreciation in our

 unit for 29 years and i‘fésidén

for 16. The tcam he hasput
together is as strong a m.m.:gc-
‘ment group as any in the aero-

. ‘space industry, and their con-.’

 tinued excellent results reflect the;' N

strong market and proprictury

"~ products they have dcvclopcd )
. over the ycars -

' Crane Can.ld.n. undcr Gordon . .

- Kelly's lendership, continued o |

stock price in 1986. This appre- ;-

in June to $1.20, as well as the
- 3for 2 stock split declared in -

: ;_1 1% dunn;, the; year.

We want to be in busincsses :
- which have high shares of niche.

show improving results, pnmanly -

due to a strong plumbing market - -
_and increased market share, . -

Gordon has been President of

. Crane Canada for 11 years and -

"+ "> markets that do not require l.nq.c N
"+ amounts of continued capital ;
" spending and are not burdened : :

by high fixed costs. The key to” =

- suecess in those businesses is .-
" aggrossive, c.\p.nhlc.mmmmu!

15)8() was another stmn}, 1 year for
. Crane Co. Sales, operating profit,
dnd income before tax all showed

o strong uupmv«.munl frmn 1985, .

*excluding the one-time rulru«.- ( “;’

~_turing charge.in 1985 of $25 4

: million before tax. The most -
- important numbers were wmmp

Ty

. per share of $2.80 and cash flow -

. per share of $5.76. We are also -
-*proud to have achieved a 23%." -

réturn on bouk equity, c.xcccdm;_.

lnng term dehi by $43.8 millio
and increase in cyuity by $15.5
mllhon afur npurch.\smg

sharchuldu v.nluc -

Cmm. w a stmehICd mm-

pany, We are committed to be an--
- underlying i improvement dunnz,

;' the fourth qu:mcr Dupne wea

- keep corporate expense under 19 2 IS in the originai cquipment’:

of sales. We are currently report-
. ing'six business segments. Each- -
> business it within the segment- a

- efficient, low cost, lean organiza--.

tion. One of our key goals is to

5 pro!' it rcspunslblhly

;‘. ln lhe Huld Sy mms and Co

'_ ‘continised inereases in Sles nml
_carnings. Juck Barnes, President
- of Hydro-Aire, has been with thi

an employee for 42 years, Since
he is only 57 years old this

2" achicvement is remarkable,
i lonzst.mdmg commitment to
. ‘yuality and scmce has beég

key to Canadii’s imiproving:

5 rcsults over the past four y'c ]

Jack Frnscr. Fxccuuve Vi
ident of Crane, took directs

“responsibility of the U.S, indus

" tial valve business in Au;,usl ©
" 1986, Jack has been with Cran
'+ for 17 yeurs und was,  rior o
. - 7 tuking his present position in

- management. Ultimately our suv-
cess as managers will be deter-
“mined by our .lb:luy to increase

1985, Managing Director of the';

., United Kingdom opcr.muns. ‘
< While results were a dmppuml
" ment for.the year. three plant’
-+ closures, staff reductions, and

product moves began to show

: buxlmss for industrial valves in

s the pnmary ‘markets, the valvi

. serviee group, which h.mdlcs

* Prosident; Md Appclm.m. h

g complex gmup of cngmccrcd and
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technologically advanced motion
control businesses, Mel became
President of this group when it -

was formed in 1985, He has been

a senjor manager and an
employce in the defense-related
operations for 34 yeurs. The team
of managers he has built up over

the yeary is strong. Mel manages

this group with an effective,
decentrulized, management-by-
objective system with ROl very
much in mind, During the last
quarter of 1986, Resistoflex/

Defense moved to a pew plant in

Jacksonville, Florida and started
- up production. The Electronics
buslnn.s nmvcd out uf St Luuls

. to Highbanid, Mlinoiy with gréatly

- reduced ¢ costscand was integrated:-
into the Unidynamics/St. Louis -
group; Ferguson Machine Coms
pany acquired, PickOmatic Sys-
tems and moved its High § Pcrfor
nidnce Michine unitinto:
PickOmiatios plant, fwumg u|pi=-
“tad and reducing ¢osts, Unidynas>
‘mics/Phoenix became the leade
in laser ordnance initiation an
wnll continue to dwclop this .
“promising tcchnology inthe".

. future; This group is facing prcs
sure from reduced mxmmy spen

e e i

ing and continued weak capital
spending, but nevertheless 1987
should still be a good year. Back-
log, a key indicator of future -

- “profitability, was greater at the

end of 1986 than the end of 1985

. and the actions tuken during

1986 should produce improved -
results beyond 1987,

“Merehundising Systerns Presl-

dent, Bob Muller, achioved
remarkable turnaround at
National Vendors, the primary

- business in this segment. National -

Vendors had lost money prior to
Bob’s appointment as President -
in carly 1985. In fuct, National ©

Finance & Chief":

R Financial Officer; :

g Paul R, Hundt, Vice
President, Secreta
& General Counsel;

) Robed S, Evans,
Thtsirman, Chicf -
fixecutive Officer &
President; Michne} 1.
Ruithel, Controller; .
Gerard E, Dorsey, -
Treasurer; Rirhard B. :
Phillips, Vice -

- - President, lluman
-.;* Resaurces : -

Vendors lost money at the rate'of = -~
$500,000 to $600.000 per month:

in carly 1985. By June of 1986

Bob had lmprovcd produmvny

by. 35% reduced inventory by -

"30%, greatly s!rcnglhcncd the!
‘manageiment Wwam and hu»mu
systems, introduded i whole new

fine of productsand staited up a:

new busifiess. This tumaround (o'

a ummu.ntly pwﬁlablu uera-




Letlerto Smm’dm (mnlim.u'dl

- market in New England. Another -

. Mill\\;(:)rk. with four branches in

New England and one in New -
York, was the biggest acquisition
and gave Huttig an excellent
position in the strong housing

step in vertical integration will be
achieved with the completion of

the new wood window manufac-

turing facility in Rock Hill, South

" Carolina in March, 1987, Hunig
. expeets to have continued excel-

lent results due to its position in
single family housing and the
repmr and remodcllng seclor. -

_" Medusa Corporation, under the

dunng Junuir& of 1987 Bob -

.~ aceepted the additional respon:-

sibility of running the Enyncucd
-Materials scgmmt Results in -
"this segment in 1986 were
disappointing duc to a weak: =
“market for truck trailers and
- increased competition. Contmucd

= low capital spending in the chem-
", - ical process industry hurt Resisto- - ¢

- Mlex-Under Bob's leaderstip the. ~; capacity at the very profi itable -

~Thomusville industrial minerals -
" -to the strong 1986 results and  ¢:

major thrusts will be to develop:”
" new niarkets and more effec-.
2+ tively market existing products,”
- combined with more cmph.ms on

" manufacturing cfficiencies. Thcse? Medusa largely because of the .

+ increased distribution capabllmcs 4

" " jts old factory at the end of 1986 - of the Charlevoix plant and capi--

: however the g.un on the sale wasi :
- offsetby a provnsmn to cover i«

’ -:chnngcs should bring better.:
~results in 1987, Resistoflex sold -

costs of muvmg in 1987

Slu.m Wulls, l’rcsulunt of Hum
‘Sash& Door for the last nine’;
years, conunucd to |mplcmcnl hi

added ¥ seven bmnmcs dunng
l‘)aﬁ l’ar atotal of 41, llurhur

", leadership of Dan Somes, a 12

year employee of Medusa, had
the greatest improvement of any
of the Crane businesses. :

. Increased capacity unlmmon at:
"-the Charlevoix cement plant .

-~ combined with improved pnccs i

.”.and increased market share for

the Wampum plant, improved .-

“ cement results dramatically. The
- aggregates business continued its

improvement, with addigional -

- business being a major factor. "
We cxpect that 1987 will con- .
tinue to show mprovcmenl at-

tal expenditures that have been

- and are bemg made to reduce * f—.
*: costs and improve quality, -

Cranc has the fi nancial strcng.th
1 grow by acquisition. We will ::
continue to Jook for busmesses
‘which’ strcngthen ourexisting .

units; fit our objective of growing -

the industrial, engineered prod-
cts mche mnrkcts where man

“agement can make a significant;
“difference, and udd to curnings
.per, share; We would consider se

.ing certain businésses which do”

not fit on‘a long term basw and -

i Wthh we feel wnll allow us to

achieve higher retums with alter-
native investments. However, we -
must receive fair value for those ~
businesses, We will not make
poor financial decisions for the _

sake of stratcglc plans. .

Crane enters 1987 with cxcellem,
experienced management in its

operating units. At headquarters, - |

in Junuary of 1987, Dick Phillips
was clected Vice President of -
Human Resources and Tom -

Spencer, Vice President of Cor- © . * .

porate Planning. Crane is dedi-

cated to recruiting, retaining and < " -

motivating the best opemtmg Ry

B management.
lln Fcbruary, the Bonrd of Dlrec-

tors appointed Boris Yavitz, the

_l~ Paul Garrett Professor at the::
- Columbia Umvemty Graduat
. School of Business, a Director.

We are very pleased to have this
distinguished member of the::’
business and academic communi

ties as part of the Cmne team.
1 would fike to lhunk ‘all oup-

employees who have contribitted

posmoned Crane for continued

- lmprovcmcnt and gmwth in l987




F '"“’ sl'slems and
Controls

Hydro:Aire will .
rIﬁg the brake mp:lcn; 3t

.- Hydro-Aire is one of the fore-
- most designars and manufactur-
. ers of aircraft brake control sys-
" tems, fue) baost pumps and

“. system, developed for this. % -
" extremely large commercial air--
- 7 craft, required the engineering of
T specially-designed equipment . :
- using Hydro-Aire’s latest dlgltal
- - anti-skid and torgue feedbuck .
- controls, As part of this division'y -

. This segment is composed of -
'operatjons that design, develop,

manufacture and distribute indus-

- - trial fluid control products and -

systems for aerospace, process
and construction markets.

Domesnc

hydraulic valve equipment for
commercial, commuter, military

~ and general business aircraft. In-

1986, with the commercial air-

. *. ‘craft market expanding and mili-_
. tary demand remaining strong,
" the division had another exccllem
. ycar. ’

: The. dwnsmn won a sxgmf cam .
- contract to provide the brnke e
. control system for the new’

Bocing 747-400 airplane. The,

contmumg effon to be the leader g

inits major product lines, pew
concepts in fiber optic sensing -
and advanced digital electronics _‘ :
are being engineered into new
designs for future aircraft,

. Research and development ~
- * included the acceleration of work .~

] high-pressure hydraulic appli-
cations in antncnpauon ofnew

" military requirements, """ L

The market for valves und I‘lt- -

" tings in the United States

remained weak in 1986 and coh- ’

tinued to be further aggravated = - -
by high levels of imports. The- - -+~
" major consolidation and restruc-"

turing of the U.S. Valv- Division,:

.. announced in late 198, was for

the most part completed in 1986..

.. Orchard, Massachusetts and
. Chattanooga; Tennessée we
_-.closed and thé production lin

transferred to Rogers, Arkansas

* and Washington, lowa. Th
. Aloyco stainless steel valve line’
- was also moved to Rogers fro

Linden, New Jersey. To better
utitize our North Anterican -
manufacturing facilities, bronze

-valve producuon at Rogers was ;

‘consolidated into the Bramford,

§ Omario plant. All of these actions’

plus changes to systems and.

) orgamzauon have sct the stage
-foran |mprovcd opuatlon where

customer demand ¢an be met on

~ a profitable basis. Crane Valve

Services, with the addmun of the ;
former Mark Controls operauon&

“acquired dunng 1985, had a very
. good year in J986 and continues
“to offer; auracnve opponunmc

7
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- division for spccmlly-dusu_.ncd

wo Sturted,:

- F!ulci Syslem;and
Controls (amtinual) ~

" Cochrane Environmental Sys-

tems engineers and markets -

- water and wastewater treatment -
__equipment for the pulpand
© paper, power generation, chemi-

cal and other industries, Major *

" efforts were made during the ..

- year to reduce the cost of equip- 7.
- - ment through engineering and © .,
- manufacturing improvements.
~"These changes plus the introduc:

thon of new products, such as an

" automatic b.u)m.nhing filter, are
- cxpuud to improve purﬁvrm.mce
.in1987.. .

. ‘Crane’ Supply in thc Umtcd
1+ - States. a wholesale distributor of
R <. industrial and plumbing produus.
,»__“Chumpump. a h..xdm;_. m.mufac—- ~ was sold in thru.:ry 1987
" turer of leakproof canned motor-

pumps, had sales slightly ahead 2

of last year. Capital cxpgnduun.s
in its major market, the chemical
" industry. continuc to be slow.' A

"»_ 1986 highlight was the largest :

single contract obtained by this

- nuclear pumps for the Navy; ™"
- against whuh shupmcmﬁ have -

o ’l)cmmg m.mufacturu slandard_f

"~ pumps for general industrial use,

- Considerable attention was give
*" during the year to strengthening:
. -its marketing organization and =

. _ distributor network: More cffec:”

- tive programs on‘quality control
.. and on-time delivery to custo-, < -
~mers havé been lmplcmcntcd to: .

assist in mnpmvm;_. future: m.:rku " and some gains in market share.

" The introduction of new pmduc.t

: pmumtmn -

- reflecting 4 gencrally strong

" market for the wmp.my S prod

_"ucts. The exception was the con- .-
“tinued softness in lhc oil, gas and:”

: "mmmg m.:rkcls T

. Cwmdu . ;
-Crane C.m.ld.s lnc. scrvu th
‘. housing and cummcrcml con-
struction markets as well as the, ™
" industrial'sector through the -
" manufacture and distribution o{ :

plumbing fixtures and related

.- products; and industrial and .
.- -- commercial valves, pipe and fi I
" tings, Sules and profits in 1986 .

were well above last year's, .

_C.mada s Plumbmg Dlvmon has =
""had particularly strong results '~
*"during the last sevcml years due

t high levels of housing starts -

=< continues to be dn imporgant: 55
source of sales for this dmslon.,A

new liné of acrylic bathtubs w
pnmcularly succcssful m 1986

" In the United Kingdo:

and Quebec wnh hxgh dcmand
“for waterworks valvesand ©

hydrants, and the additional pro- . - -

duction of bronze valves for the - -

(U.S. market, This was offsctto a - P

" certain extent by low demand for
industrial valves, particularly in
the oil and gas industries. I
Crane Supply in Canada isa”
- major distributor of valves and

. reluted industrint products, plpc '

- plumbing, and heating products,
Sales overall in 1986 remained -
- strong; howaver, results in the
* energy producing arcas of west- -

~ ern Canada, traditionally a slmn;.- N

hold for Crane Supply, were
impacted adverscly by the oil -
_ price decline and the dropi in i
cxplor.mun .xctlvny ¥

¢ Intérnational :

. Crane

< Limited manufuactures .md  Sup

~ plies valves, pipe fi ttings and cen
trifugal pumps to the local and

- export markets. The demand wa
weak for the dmsmn s products’
“in l986 “The fall in world oil pri
“eos und pulllkul in\luhllily inth
* - Middle East affected its export

}. ‘markets. ManagenientefTorts -
- have concentrated on ohtammg

-new markets and rcducm;_. m.mu
fa’clu‘n‘ng costs,” -
Crane Australia Pty w“ mecd. R
* manufactures and supplics valvi
“ in Australia, New Zealand and -
- relatéd markets. Although the:
“overall economy wis not buoy
ant. Auqtralu had hlLJur salcs

were h\vuruhly umcud by u high:

lével of construction in Ontario




< Fiuid Systems & Con-

* trols President, with ;|

- Ken Beek, Director of

5 Operations for the

" Valve Divisinn, eva-

- " luating Muyco pro-

duction at Rogers,
Arkansas plant.




{ v Spectally Systems

" Tomahawk Armored Box '

" Launching systems being

received in 1986. Electronics

. operations have been relocated to |
. provide enhanced, low-cost, in- - -

house capability for the various -

‘ _defense related operations.

The Unidynamics/Midwest divi-

. .sion significantly increased sales

. -, products such as package con-- . -

" closures, cranes, hoists and new °

of equipment to the US. Navy in
1986 for the LDH-1 Amphibious
Assault Ships. This cquipment
consisted of special doors and

: £ . veyors and special-duty winchcs."'
- In 1986 a $2.5 million program .

- Defense and

~was awarded by the Navy to~

upgrade control systems for Navy

- - ship elevators. More aggressive ..
-.marketing activity and the devel--.
- opment of new control systems; )
;- for tower elevators and innova- -
" tive designs for rack and pinion

-.~... elevators should mean opportum- -

- This segment is composed of .
.. operations that engincer, develop
_ o - und manufacture motion control 7
... products for & mrospncc. defense
- and’ mdustn:ﬂ automauon foi

R "Dy fmse Syslems
7 "Unidynimics/St. Louis deslgns
- and manufactures handling and .
. l.mm.hmg systems for naval Shlp- e
.-_board and other military applica- -
. tions, plus certaib specialty apph-"
> cations of these systems for & <.

s industrial use, The order backlog
abovc 1985 fevels; with new pd

‘ " Sonar Handlmg and St

_competitiveness in obtaining
_these awards, emphasis was .
~placed in 1986 on improving ...

L ties for growth in 1987, .

Umdynamlcs/ Phoenix demgm
and manutactures precision ord- " -

. nance and related clcclromecha-
- nical and electronic devives for
“the Depanmems of Energy and. E
- Defense. This operation is very
.- dependent on government con-_
- tract awards for product research -

- and development, To ensure its -

efficiency and cost-effectiveness

=" throughout the operation.
for this operation is substantially: -

Phoenix received contracts for-
lasér ordnance initiation systems
hardware of over,$3.5 million.
New technology. particulaily
involving the use of lasers, will’
provid the basis for future =:-
growth, This unit hus also dwcl
oped technology on micro- .
processor—controlled elcctromc
sequencers for ejection seats in
high-performanice aircrafi

- “Resistoflex/Defense is the lead-.

ing separable fittings manufac- 5 5
turer for high pressure fluid .’

applications, primarily in mllltary'}' e
_aircraft. 1986 shipmentsand-~ - .
results were slightly below expec. .~ -

. tations, however the current .-

backlog remains strong. To -

improve manufacturing costs and L

efficiencies, this operation has
been relocnted to Jucksonville,

- Florida, Full operation at the new ,' .
location, when completed early i in . "
- 1987, will greatly enhance this ..-
- busmesss competmve position; °

,Speaalty Systems

- Ferguson Machine Company an
its related operations develop,
design and manufacture interm

“tent motion control sysxems an

~machines for automatod produes

_' - tion, Its position as a world leadcr
: was strengthened by the acquisi--

. tion of PickOmatic Systems, In
"a producer of cam-actuated parts

.handling equipment. The world-:
* wide markets are served through

manufacturing plants located i
the United Smles. Bclblum and

‘Overall thls group had improved
- . results in 1986, The major-

improvement was atHPM, w erc

- machine tool retrofitting and .’

. rebuilding was discontinued:

' HPM is now concemrating on
oL producing precision rotary posi-:

tioning products which integrate.

* with the various Ferguson prod- ‘

G:ven thc acq isition and th




speed, automated
machine system
guides and pasitions. . . . .-
bottles. .~ - . e

. » elevator systemfor ... °
" the U.S. Navyinfinal - .
test at Unidynamies!
Midwest," .-~




. Engineered Materials .

" Dyrotech Industries is a major

. on new products and markets to

for a slow transportation marku

" markets, oftén replacing alumi-
~. num; Commumg growth is ex- "
- pected in the building producls
.~ area with the introduction of -
" Glasbord Fire X pancls with a

i compand wuh Glashord P'

This segmeni preduces fiberglass

reinforced panels and structural .

- walls; specialty fluoropolymers

for pipes, valves and fittings: and
microwave substrates .md
capacnors.

producer of fiberglass reinforced
panels (FRP) and structural
walls, In"1986 the emphasis was

stimulute’ growth and compensate

A major new product. ] smooth
specnally formulated FRP panel,
is expected to capturc new .
markets where an “automotive”

" type appearance is desirable. This
-+ special, smooth FRP panel will -
.~ be marketed in the revitalized -

*_ recreational vehicle marketplace -

and the sign‘and construction’

higher Class “A” fire rating .

Another development is the pul- S
truded grid system which will be-

used for suspending FRP ceiling .
pancls in highly corrosive environ-
ments, The addition of these new

e products will i improve both sales
-~ and prof tsin 1987. °

Resxstoﬂex products are used to”

" control and move corrosive or .

toxic substances, primarily in the . -

- process industries, The chemical
- process Industry (CPh continued

. to be depressed throughout 1986.

Increased demand in the pharma- © -

*ceutical and electronics areas -
. offset the CPI downturn, In 1987 -

Resistoflex is looking to improve *

its market share through market-. K
.ing of products such as its pat-+ -

- ‘ented High Integrity Flanged Pip-
ing System. This redundant /-

“'sealing system prevents lenkag

of hazardous fluids in plasti¢

. lined pipes by momtonng and

comammg any leakage tha

e Dunng 1986 Po!yﬂon concen

- trated on developmg new custo-

_ mers for its micrawave subsrate
- systems and adding néw high-vul-

- tagc/high-frequency capacitors 10

~-its line. Excellent growth is antic*

? ipated in mlhtary elcctromcs.

Polyﬂon S ma_;or market :
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Medt_:_'sa‘corﬁarétibh":

‘ Slrgfrlﬂl-&ml

N e ek ety e st O

masonry cements and aggregates’
. and provides highway construc-
: tion services to government .

- agencies. Medusa serves the
eastern half of the United States -

wnh its principal markets in the

et o et A et s A % e

 Medusa had d significant
increase in sales and, more

importantly, operating profits - .~
were two-and-a-half times the '

- prior year's, The sales increase .
was the result of a strong con-
struction market with increased
.cement shnpmems in Michigan

. Hlinois, Ohio and western Penn-
_sylvania; and extremely good -

. dggregate shipmentsin Ken-
tucky, North Caroling and - .

. Missouri, This volume i mcrcasc, '
" combined with low incremental
costs, the successful effort to - -
reduce operating costs, and some_‘
sellmg price increases, were the

.. major factors behind the signi

h Orer 100 Daﬂ.lan: of Medusa cement , ) , . cam proft 'mpmvemem'

. was used in construction of this waste- - Major capm\l spending pro;ec

- were started in 1986 which, when!

19.88 will allow the Chatlevolxi'

additional 300,000° tons 0
cement. This will méan that for,
the first time the full producno
capability of this plant can be;
utilized, The expenditures involvi
building new terminals dn

~ expanding another, plus the addi
- tion of 2 new barge to provxdc

* the needed transportation cap

< - bility. The barge and the new;
 terminal in Toledo, Ohio will be:

—ra -completed in 1987, Several oth:

Rer; 6 ')
& General Cbumu . Gutman, Senlor VP

capital investments were made i
1986 to reduce costs; improve.
producl qualny, and expand th

by decreasmg imports. i

CRTX 0663



", Robert Muller (at Ieﬂ), l’rmduu af
" . Merchandising Systems, with Art”
. Klopstein, Plant Manager, discussing "
. production scheduling at St. Louis, -

Missouri Natlonal Vendors® plan,
| Vendors, the ‘major

-component of this segment, is a,

leading inanufacturer of auto-,
matic merchandising’ eqmpmcm

- for use by | food vending servic
‘operators in the United States,’

The equlpmmt is availuble in six

_basic categories: snack, hot and -

cold drink, food, cigarettes and

currency hangcrs. ‘
" In‘a thrust to gain_ addmo |

olume. the office service ma
et was, emered wuh the com-

Mo joaimd X

s
1
1s
PREVE
1
{
v

LoLa BRINKS

Three: The latter is a machine
. that vends freshly brewed coffee,

- canned cold drinks, snacks and

candies all in' onc high-tech uni
‘The laundry and amusement’
operators were also approached
with a new liné of dollar bil
changers and a generic linc o

: equipment including snack and
cigarette machines, These new:

‘Canada and the United Kingdom, market penctrations were iccoms .

plished with Nutional Vendor
existing sales force and a newly
Wstablished distributor network

" In addition to other hev&r produc
. introductions; customer servi

was rcorgamzed to provide faster

" pants delivery through the consol
- dation of the pasts department *=*
: and !he addmdn of an aulomated




| cbhépriqggedsmemé,i:i;énn'c‘aniq::;i‘.;_ :

For Yean Ended Dcmnbrr 31 (In lhausands)

1986

, Neﬁa!u ,_
) OperatlngCostsandExpenses.

_Costof sales - i
Selling, general and admmlslralwe
Depreciation N

$1,204,236 :

932,014

153,221

127,649

" $1,098.848

: 655.353
142969 -

30738 -

- 25428

s Non-rccumng restmclunng provxsmn

X

$192212°

626429,

- 93877 .
23,178

1054484

743484

: Operallng Profit

mherlncommeducﬁom). e
* Interest expense—net of interest income of

“$4378, 54,060 and $5.315 in 1986, 1985 and l984

chellnncous-—nct

91,352

| (22995)
3868 -

4908y

. 6,774 -

48728

_ a03in)

3562

9127 -

- (6,824)

. (18,134) -+ -




COnsolidatedSIa!ements ofRetatnedEamlngs B

For Yean Ended December 3 (In thausamif excepr slzare dala)

1986

1985

o Balance a Beginnlog of Year

-‘Neﬂncome o

$ 65802
38378

T s130s7
nsn

_$138256
. 30965

Dividends Declareds - .
: Preferred shares - © - o . _
-} Common shares: . - .
_Cush=81.17 pcr share (S! 07 ln 1081 uml Sl.(l% ln l984) '
- Stock—2% (market value of 179, 901 shares In
.- 70 o~ 1985 and 204,224 in 1984) - S
- Exccss of Cost Over Par Value of Reacqulred

- .7, Common Shares—Net (through Sune 30, 1984)

862837 shares in 1984 reacquired "
" less 1,242 issued under stock options in l984

104180 -

L2 R

140654

iag2e
o0 580

IR
TR R
s
623

- sttn‘bmmn of CF&1 Steel Comman Stock '

Ccmsolida ed Sta!emen!s afCapital 8urplus IS

AT AR

<1984

Pnr value of 4,569,498 commmi'.s:ﬁd‘ . N S
* as a 50% distribution = - 7" :

Ei"m of debentures converted over par valuc of 30 479 -
- common shares issued (101,747 in 1985 and 18475 in l984)

& issued as 2 2% stock dividend %

Excess of market value over par valuc ol' 190 742 common
-2._shares rcacqulred under pension reversion.~ " . "0
Excess of cost over par value of reacquired .

s [
(28.559)

-Excess of market value ovcrparvaluc of common sharcs e Lo

" ;7. shars since July 1, 1984—prcfcned.nonc(x.651m 1985 and

nong in 1984), 401,873 common (33,700 in 1985 and -

550,100 in 1984), less 61 +700 common issued under - - B

" stock options (2,601 in: 1985 and none in l984)

- Excess of market price over par valug of 13,202 :
. .shares issued as a contribution to UmDynamu:s Employec
. Bcnel‘ t Plan ( 13.555 in 1985) T Ee

$ 3200 .

S 64736




Consolidated Balance Sheets

" L

. At December 31 (In tli&umhdsiu?pl share duata)

~ Assets L g

Current Assetss” @ .. 0 T T LAl
“Cash -~ . L N
Short-term mvcslmcnts. at lowcr of cost or markct
. Accounts receivable, less allowancc of $2.409

(52967 in 1989).
~ Inventories, ut lower of wsl prindpally LIFO, or markcl;
. replacement cost would be higher by
. $50,395 (349,070 in 1985):- -
Finished goods -~ = =
" Work in process . '
Rnw matcnnls :md supphcs

$ 6,445
10,277

146.301

104,628‘:‘

. 41427 .
34906 -

$ 15885 |
. 33291

PN

181,668

© 87966
. 42,856
. 31,690

- 180,961

Intangibles fess accumulated amomzmmn of $6 642
(&Y] 925 in 1985); .

" Cast in Excess of Net Assets 'équlred less accumulatcd : ‘
>« amortization of $8 ll9($6.544 in l985) e

541989
320358

Camea.

CRTX 0667




u.lhllllk'\ and .Sharebuldcrs‘ l'.quilv

Current l.labllltle'i.
Current maturitics of long- u.rm debt
Loans and notes payable 2000 - - 14714,
Accounts payable - . S L Lo 55877 "47.362"
. Accrued liubilities : S Tl s 16,703, 7391
US, and furclgm.nmm mmnw ' e .. O | 1 1.1 N

MPRI e W esments - gmees e 2

'lulul('urrml uuhmun S et 164895 L

810,006 - 10747 -

lmng-'l‘crm Ihht

B

L f(‘on;r;lrm;'szh.irch‘oiders;' quu}ty:
Cammem shares, par value $6,28
s Amhuriml 40.0(!() 000 shurc

- 14,550
88,207
- (13376) %

©L 173,038




éb'i:sfdﬁd!at-édjﬂétefménts' of ¢héh§e;' in Financial Position . Crune G and Subsiirics,

For YeunEndrdD«wnberJl (In lhousands) . ;V‘ L 1986 _4 . 1985 - 1954 "_.-
Funds provided by operations: ~ S T S ' :
. Netincome . - [ P $ 38.378 . l7.597.’,‘- S 30965
Depreciation- ., - . © - - o N L 216497 - 30734 23, l78
* . - Pension reversion amortization - TR : @060) - (3989) - .~
- Deferredincometaxes . . - T 9212 - (@479 (169)
K Olher—nct = S ot osEir Lo T 1840 - 18,784 - 2626

Fundsfmmnmmlluns LT e T 62647 0 S6600 0
Cupltulcupcndlturc . A (25.788). (13890) T (14465) - -
»,D:sposalsofprcpcny.phm andcqulpmcm.ncl of forcngn L K B VR
.~ cumrency adjustments -+ - L A 3,625 R (2.223)
.j'Dccrcascmopctalmgwurkmgcapnal S e T 4860 - '.25430_,
: i AR e - (3580) - (3,729)
T 10,020 -_' (l 979)
-+ 3,003 Fans ¢

: i © . (60,260)" -
’_lncrcasc in long-tctm mvcstmcnts AP . 45,0000 -
‘Increases to reflect UniDynamics’ fi nal apymsals L R
undcr338 election, net of working capitatchange *> 7 - (4 068)- ’
' Decrease In investments held fordlsposal A
“ Land and water rights™, > " " 0 ST .oll
* CEF&L Steel Cuqmrutlnn~ RO e s
‘_Rcm:qulsmun of shares, !cssoplionscxcmscd RN (10,283)”
. Conversion of debt to common shares ;- e :
* Cratic shares received under pension rcversmn
. Pension asset reversion, net of deferred tax
* Distribution of CF&l Stecl to sharcholdcrs_ C T e T
“Cashdividends 5.r s Lo CoE e s o T (15,883) s Lt :
3 5 T e 77 (103,634) . T (75,609) i

Dccrcasc in'cash and shon-tcrm investments <. SR - i, (32414). 0 " (10,074) -
. Cash and short-term investments at beginning of ycar ce L 49036 . 0 59210 ¢

Cawandshm-termlnvestmenwatendofyear T o8 16,722 - 1 $49,136¢

o R I R EE LA A T Py YO bl

Scc F‘nanclal Rcvlcw b




- .. method of inventory valuation. The effect of i inventory '

 Financial Review

" Crane Co. and Subsidiaries " .

. Accounﬂng Pollcles
Principles of Consolidution-The consuhd.ncd fi nancml
*" statements include all subsidiaries. Al significant inter-

*  company items have been eliminated. Certain prior year -
" amounts have been reclassified to conform with 1986 - )

presentation, including the Statcmcms of Changes in"
Financial Position. - e

- Im'c'mnm'v-lnvcmurlca ane amlcd prlmlpully ul thc o

“Tower of cost ur market on the fast-in, first-out (LIFO)

.- quantity reductions was a reductjon in cost of approxi-.
. mately $600.000, $1,500.000 and $2,000000 in 1986
- 1985 and 1984, rcspcctwely

, Pmpem Plant and E;pupmm:oDcprccmnon was pm-
- - vided at accelerated rates primarily using the double”
" dcclmmg balance method for property, plant and *
cquipment acquired prior to 1985: Acqmsmons made
subsequent to 1984 are being depreciated using the -
straight-line method over their estimated useful lives.:
Thc cffect of the ch:mgc in, 1985 wns nol matem

Imangrb!eso('ost inexcess of nct asscls acqulrcd isbeing -
“amortized on a straight-line basis principally over forty N
" years: Other intangible asseis are being amortizedona - |
straight-Tine basis over (hur csumnlcd uscful hvcs whxch -

'avcragc five yo..lrs.

Tnconie Tuwv-lnvmmcm tan eredite e n.cnrdcd s
“reduction of the pravision for income taxes in the yea
the related dssets are placed in service, United States
income taxes hawe not been pmvxdcd on undistributed ¢

‘carnings of forcign subsidiarics since these eamings will -+
-~ Corporation, a diversified manufacturer of defense and -«
.- specially systenis, engincered materials, and merchan

- -~ dising systems, for $192,258,000 (including working -
- “capital of $95,042,000). The acquisition was accounted

be required for indefinite investment and any dividends -
expcctcd tobe pald will bc covcrcd by fumgn tax credits.

et lnmme Per Share- an:uy income | per sharc calcul
-tions arc based upon the weighted average number of
common shares outstanding after giving effect 1o dilu--
“tive stock options. Fully diluted income per share gives
effect to the assumed conversion of convertible deben-.

Revenues-Revenues are generally recorded when title

passes to the customer. Revenues on long-term contracts

are recognized under the percentage-of-completion ~
method of accounting and are measured principally on -
either a cost-to-cost or a unit of delivery basis. These ™ =~
contracts represent appmmmaxely 5% of sales in any
one year.’, »

hm'lgn(um'm'v-('urrcmy lrumlullun udjuslmcnus rur .

the years 1986, 1985 and 1984 were credits of -

. - $3,003,000 and $4,279,000 and a charge of $7, 058 000, -
- gespectively. Subsidiaries operating outside the United:
. States and Canada represented approximately 15 per-. -~ .
-._cent of common shnrcho!dcts eqmty at Decembcr 3l L

1986. .

-",j Reacqumnan of Sharrs Commencmg July I I984 lhc
. excess of cost over par value of tcacqulmd shares has
.. been charged to capital surplus in accordance with

changcs in the Taws of the state of Illinois, the state of ;
incorporation at that time. Under the laws of  Delaware;:
the present state of incorporation, the compan

. ‘tmucs to charge capual sulplus for such excess,
‘Acquisitions -

In 1986 the compnny acqmrcd Pkamnm, a’producer’
of cam-actuated parts handling équipment as an addi-

.. tion to Defense and Specialty Systems, and seven distri
.- bution conters in the New England, northern Now Yor
. Wisconsin und New Mexico markets as additions to

Huttig Sash & Door, These acqumuons did ‘not have

La material effect on the msulls of opcmuons m 1986

In Fcbruary 1985 the company acquured UmDynamncs

“tures and the effect of dilutive stock ‘options. All share:» e

‘information has been adjusted to reflect the 50% stock .
d\smbumn m‘l986 aml 2% stock dividends in prio

. e R
~

CRTX 0670




. for asa purchase and an election under Section 338 of
 the Internal Revenue Code was filed in July 1986. The
1985 financial statements include the accounts of Uni- .
Dynamics from February 1, 1985. The following pro
" forma results reflect adjustments as if the acqulsmon
. hadoccurredasof January 1, 1984 : o

. (ln lhnummh) 1981 1084

$1.127.645°
46683*
I7918

Netsales .
_ Operating profit "
.. Netincome- . s

- $1,173,261
S ‘32421

68,891 ..

“_Netincome per--

- commonshnre Sl 3!

$2 19°

. ‘lncludcs non- mctmng msmmunng cosss in lhc ammml uf 825 428 .

- in l985

:Othcr acqmsmons dunng' l985 mcludc lhc Valve servic
- operations of Mark Controls, a quarter tum valve dis-:
’tnbutor and the A!oyeo spccu\lty stnmles stcel valve h

. tnvestments Held for Dusposal ;

-In May 1985, the company diswributed to its sharc-

- holders its common stock investment in CF&1 Slcel
- Corporation resulting in a one-time reduction of -

"~ $54,404,000 in retained eamings. The company, con- -
" vtinues to hold for disposal certain land and water rights "
- purchased in 1983 by the company from CF&in con- . -

sideration for the surrender by the company of n=- ©

- $50,000,000 secured note receivable from CF&L The - -

ht ted -
_sale of the remaining land and water rights is expec “* received. .-

“costs incurred in excess of $50,000,000 wm bc pald (ox :

1o be completed during 1987 and any proceeds net of -

i CF&I as. addmondl consideration.

\ Penslans ; i
:The comp:my  and its Subsidiaries have pensmn plans

which cover substantially all of their employecs. Pension*
, ;expensc ($3.844.000 in-1986, $3,015.000 in 1985 and -

1.821.000 in 1984) is actuarially determined and:t,
 includes normal cost and amortization of prior service”
: cosls over pcnods not exceeding forty years. The:

" assumed rat= of retum on investments is 8% for all
years. Pension costs in 1986 and.1985 are reduced by
the amortization over a ten-year pcnod f credii s rcsul

ing from the reversion of surplus assets in 1985 for the -
pension plans covering non-bargaining employees of the
company and its subsidiaries, Huttig Sash & Door Com

. pany and Medusa Corporauon.

* Pension costs were determined i m accordance wnh .
- Accounting Principles Board Opinion No, 8, The com-

pany will adopt the Financial Accounting Standurds
Board's Statements Nos. 87 and 88 in 1987, The effect .

of this change in accounting will increase pension costs .-

npproxlmatcly $4,500,000 pnmanly due to the fact that -

* the pension reversion credit amortization will no longer

be available. Approximately $11,000,000 of the unnmor
tized credit, net of taxes of $10,200,000, will be - ...

- .included in income as a cumulative effect of a change i

accounting in 1987, The balance of the credit, approx

“ " mately $11,000,000, will be sct up as a liability to
. vide for the unfunded projected benefit obllgaum as of

December 31, 1986 relating to the pension plins fors=
whxch tcvcrsmns \vcrc mad

'l'hc UmDynamlcs pnnclpal pension plan had more’

~assets in the fund than were  required to fund the pen.
. benefits carned to date. In view of the over-fundmg
" . guaranteed annuitics were purchased for all benefits
~ eamed as of December 31, 1985. All active pamclpams
“were transferred to a new plan having identical beng
“tothe old plan as of January 1, 1986, The company
. eapeets to reeelve approximately $18.000,000 which

hadbeen set up as an asset under purchase accounting.
Asof Dcccmbcr 31 l986 $l$.500000 h..d bc:cn ;

w A companson al Dcccmber 3 l of accumulaled p!an
- benefits and net assets available for benefits for the-
S company (3 pcnsnon rlans is pncscmcd bclow -

(ln lhousands)

"7 Actuarial present valuc of *,
. accumulated pl.m bcncﬁs* s

- Vested -~
Nonveslcd




I Mnscellaneous—ﬂet

_ . (In thousands) ..

"~ Crane Co, and Subsidiaries -

The weighted average rate of retum assumed in deter-
mining the actuarial present value of accumulated plan
benefits was approximately 8 percent for 1986 and 10
percent for 1985. The change to 8 percent in 1986

increased the present value of accumulated plan benefts .

by appmxlmately 39 000, 000

The cost of pmviding oalth care and life Insurance -
benetlts on a clulms pald busis for certain retired
cmployces was approximately $2,100,000 and
$2,300,000 in 1986 and 1985, rcspectwely

‘\'FoererndedDa‘emberJI T
. ‘1986 1085 - 1988

‘ Payrolls and

l " Other: N

Accrued Liabllities

At December 31 (In lhausand:f) ) i l'985.

' szs,874
8028 .

employee benefi ts

Insurance
Interest - .
Sales ullowancos
Dividend payable
Restructuring and

- closurc costs .
Taxes other than incomc

11.254
" 2928 -
13,014

Recovery rclalcd
"¢ “toland sales:

2.745

1460 2.262
: @29

‘ Pcnsmn ‘and wage | benef s
(616); : :

R&structunng and
- closure costs”

. Minority i mtetcst

* Miscellaneous -~

53.868 - $3.562

. Restmctmlng of Operaﬁons

. In December 1985, the company madc a pmvmnn ﬂf
. $25 428000 before taxes for rcs!rusturlng and chwuro
of “nnin up;mtlun :

$6 774 -

- tion of certain product lines, revaluation of affected:

: plant and equipment, employment related costs mclud S

ing an estimate of the present value of unfunded penswn
costs and other benefits of affected employces plus a .
provision for the continuing costs until the relocation, .-

corisolidation, dr closure has been complcted. Sce Analy- .

§\s by chmcm for bmkout by segmems. .

agreemcms and are not rcsmcled asto wuhdtawal. 3

$29,l 18-

Short-'rerm l-'inanclng

" Atyear-end there were nvmlnh!e wilh dnmeslic nnd I'or
_ cign banks $78,514,000 in short-term credit Hnes of -
which $56,513,000 were unused at that time. Avcragc

. The pmwsmn was made for- the costs ml:mng to rcloc=; . compensating balancesor lincs of credit in cffect at

December 31, 1986 were $1,265,000 which were satis<
fied by compensating balances in the company’s bank ;
-. accounts, Such compensating balances reflect informal

- 6928 -



- : Subordmaleddebt.

. _l.ong-'rerm Flnanclnn

_ AleberJl(lnlhousands)-i‘ 1

Crane Co.: .
Senior debt: »
8%% Convcnible senior
. debentures due 2005,
- convertibleat
. $28.80 per share -
Bank ¢redit agreomont duo
© - 1990-878.

lo'ﬁ% Sinking fund °
- debentures due 1994
7% Sinking fund -
debentures due l993 .
"7 7% Debentures due 1994 S
. S% Convertible debcmnm

. § 75,000

Oavalluble =~ .

31,934_? .

" . the scheduled paymenls of pnnclpal and interest on the i
$10,606,000 outstanding principal amount of the com- N

: pany's 6%1% Smkmg Fund Debentures due 1992 not ;-

- held in the company’s treasury, This in-substance de-"
"’ feasanceresultedinapre-tax gainof $1,292,000in 1985." L
AtDecember 31, l986thcrewa5510606,0000utstandmg. T

b Covenants contained in the company s bank credit -

- agreement and 8%% convertible senior debt mdenmm L

8,733;_'}“'

' 9%% Sinking fund-":"*
s debcnlurcs due 1999
. Floaung rate bank loans’

ndustrial Revemie Bonds
Olhcr pnnqnpally capunl

(i) renteict payment of cash dividends (if) require the
company to maintaln worklng capital of at least

© $150,000,000 GiD) requu'e a minimum consolidated net

' “The company leases certain of its warchotise buildings;
>+ manufacturing facilittes, vehicles and | equipment 1
capital and opcmnng leases with terms of froni one foi7:

. option to purchase of teduced annual rental payrﬁeuts o
- - minimal amounts. Future minimum payments, by year;

g *" " and in the aggregate, under these leases with initial or’
T tcm:umng terms of one year or morc, consxsted of the

i 151945

sz7s.9w o

iy

a siaz,osv;f’

term debt repayments, net of amounts held in treasuxy_.
" required for the next five years were $10,106,000 in
- 1987 $14,759,000 in 1988, $12,340,000 in 1989

. $l l.472,000 in 1990 and Sl7650000 in l99l.

14.227." :
Total muumum '

Thereat‘tcr




Research and Developmeut
. Product development and engincering costs aggrcgnlcd

“approximately $11,200,000,5$10,700,000 and $7,700,000 ;

" - in 1986, 1985 and 1984, respectively. In addition, -
approximately $6,800,000 and $8,400,000 was received

- _in 1986 and 1985, respectively, for customer sponsored -

- . research and devclopment relating to pmjects wnhm a
" Defense and Specmlty Systems. - o

- $took Opllonl

. A \ummaty of \tock oplmn tmnsacuum folluws. B

* ~50% Stock dlsmbmlon BT
‘Opnonsgramcd A

- Options cxemscd S
Outstandmg Dcccmbchl, 1986 ¥

Auditors' Oplnlon*

Delgitte
Haskms+8ells

. Tothe Sharehalders o] Cranc Co.

We have examined thc conso)xdatcd balance shccts of

~ Crane Co. and subsidiaries as of December 31, 1986 .
_.and 1985 and the related convolidated statements of

income, retuined curnings, capltal surplus, and chungcs

- in financial position for cach of the three yearsinthe
> period ended December 31, 1986. Our examinations -
. were made in accordance with generally accepted audit-
- ing standards and, accordmgly. included siich tests of the -
. accounting records and such other “auditing pmccdurcs
as we consxdercd ncccssaly in thc cwcumstanm -

ln our opmmn, stich financial statemients pxcscm I'axrly

- the consohdalcd fi nanclal posmon of Crane Co. and

$31.63) have been adjustcd for the 50 percent stock dxs- o

,'mbuuon. In 1985, options for 2,601 shares were exer- 5

Common SIma Purchno mam
.The company adopted a2 Common Share Purchuse-
*’R:ghts Plan cffective May' 19, 1986. Under the plan,
ight was s distributéd to the holder of each share of the !
* company's common stock on June 5, 1986. The rights:

- were not éxercisable when granted and may only ;@
_become exercisable under certain circumstances mvolv
ing actual or potential acquisitions of the company S’
“common stock by a person or affiliated persons, = .

" Depending upon the circumstarices; if the rights! bccomc :

. exercisable, the holder may be entitled to purchase -

’ shares of the company’s common stock, or shares of

: common stock of the acquiring person. The rights will -
remain in existence until June 5, 1996, unlcss they are’

Analysﬁs by Segment of Busfness

n-analysis'of sales, operating profit, assets,
expenditures and depreciation appears on pages 30 'nd
31, Segment description by products and industries’=2:
aerved s nlwm On poges lhmugh 18

Ncw York, New York

‘ .luuuury "b. 1987
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Five Year shum_maiyvéf Selected Financial Data . -

Ycurs l:ml«l Dm-mhcr 31 (In llmummlt)

1986

1985

Crane Co. and Subsidiaries ™

1984 1983 1982+

th Sales
Dc.prcu:nmn

Opcralingl’rof l" )
" Imterest Expense -

£ 27,649

- 12,225,

Income bcfore 'l‘axes e ’.
( “.847)

Ineome Taxes

CRELOC SNS NE 3 ¥ DUV R g e

$1,204,236

91,352 -
!B

$1,098.848 -

- 30,734

41364
- 28968

26,230 .
(863D

. $792212 -

$763.563
31251

$771679
(23,178 - 25488
48,728 . 23792 .
S16200 7 21591

41904 - 46365

g 26914
(10939 (19988)°

(7.624)

inmmc -— meilnu]ng ()perallnm $ 1378

B P

"' Income Per Common Share —  “."
o Conlmumg()peraliom: -

* Prmary - - .

Full\ Diluted

l)mdmds Dechrcd Per (.ommnn .Share‘

A b ki =S e ———a s sty

$

17597

- $2.80‘:.3_; ; :.

$1.28 - .
- 1.27 oo

$l 07

$ 30965 $ 26377

e AR

52.09’; TUs16
204, 7

$l 05

Gross . :

- Net Income (Loss) .

f Profit i

311,061

¢ Per Common Share-

B $l.204236

26750~ e

$ 19290,



Management’s Dtseusslon and Analysts of Operattons .
and Financial Condmon -

’ )Yﬁesuus of Oporations - - e B " Defense and Specialty Systems had sales slightly above S

The operating results of 1986 showed substanual Tast year. The decline in carnings from last year was due |
improvement over 1985, reflecting the continued* to the timing of production phases on several major con- :‘
strength of the major markets the company serves, par- tracts. Earnings in 1985 included a $1 million charge for -
ticularly the residential and commercial construction and  Fciocating a facility. In 1986, this scgment acquired”. .~
aircraft components markets. The acquisition of - PickOmatic Systems, Inc., a producer of cam-actuated . .*
UniDynamics Corporation in 1985 extended our . . - parts handling equipment. Although business competi- -~

- markets into Defense and Speci alty Systems, Engin c ered tion is expected to be strong, the continuing ymgram of .~

* Materials and Morchandising Systems, The rosults of broadening the product base as well as the segment’s
these segiments have been ln?:lu?!cd in lhc comohduled strong technieal positlon, should continue to Improvc Ils :
) l'csulB from February ‘ |985 - pOSl(lOﬂ inthe makalS served., T ‘.

" Fluid Systems and Controls domcsnc opcrauons con. ~ Engincercd Materials Pe'f""“a“"‘ in 1986 was below: .

*"".. finued increase in sales was due to strong demand forits e prior year primarily duc to the continued weakness.

aircraft components, as well as the inclusion for the full _ of the transportation market. The continued low fevels of:
year of three small acquisitions made in 1985 in its - " capital spending by the chemical process industry served -

. valves business. An increasé in eamings from the higher - - by this scgment also adversely affected the 1986 and -

~sales fevel of aircraft ‘components was offset by the - 1985 results. The 1985 results included a chatgc of $4.
mpact of reduced marginsin the industrial valve and. . million for the closure of certain operations, which was
" pollution control markets. The costs associated with th completed in 1986. New products to be introduced i
* festructuring of the domestic valve operations reduced.: .~ 1987 are expected to penetrate'the revitalized recrea
1985 operating pmf it by appmumately 816 mlllmn. o :
'Merchandising S ems earmings improved significant],
Canadian Fluid Systems and Controls operating results B Syst S B Y
“improved signifi cg:tcb over the last two years, particu {mm 19?5 althgugh si‘!h“s:lm?:d from last Yum-m}
* larly in plumbing products, due to the high level of hous-, . xg“{" sales are “°l‘;’8 Sc ea '? segment’s Universal
> ing starts. This was partially offsct by the reduced ™ - - olin operation in "The significant improvement i

- demand for encrgy-related industrial valves. The |mpact . profitability was due to new prodyst introductions; as

" of cost reduction measures and implementation of - . Yell as the impact of cost reduction measures and -

- manufacturing efficiencles during fhc Jast threo years are .~ Manufacturing °'_"j‘°'°“°'“ ““l""“‘""‘d over the fast

- reflected in the improved operating results.:. .~ - :‘"’ yc‘;‘:‘h . D ‘ T h
" . uttig Sas! oor operatmg results or were t e
- ;‘:::g‘;::’an:onn:ﬁfﬂi:?;?&%g:g:ﬂﬁ;ﬁ;g?ﬁg highest in their history. In addn_;on to two bmnche§ '
~weak demand and the impact of competitive pricing for * acquired carly in 1986, Huttig expanded its operation
valve and fitting products. The. 1985 operating results . into m‘;‘kﬂ areas 'f“;! previously scrved, “’“h':'s acquisi
were impacted by a provision of $1.4'million for the dls ... tion in late 1986 of five branches located in the sirong

> replacement, remodeling and residential construction
posal of an opc rauon. which was completed m. 1986 - areas of the Northeast. Any adverse effect of fluctuations

© in new residential construction or reduced margins in the
farm belt and énergy producing states should be offset .
by the expandcd mnrket base scrved by Humc.

CRTX 0676




Medusa sales and camings improved significantly over

1985 and 1984 levels. The sales increase was a result of °

the strong construction market in the upper Midwest.
The increase in volume coupled with lower operating
costs and improved margins were major factors contri-
buting to the strong performance in 1986. Capital spend-
ing projects to provide new distribution terminals and , -
additional sransporting capabilities in the Great Lakes, -
tint begun In I‘)Rﬁ. should result in Mu!usu mulnlulnlng
4 strong pusition m thclr market, -

icantly above 1984. The reduction in 1986 wasducto .

tially offset by lower investment income. The increase -
_ from 1984 was due to the debt incurred i in connccuon D
. withthe acqulsmon of UmDynamlcs.. =

Dunng 1986 excess land and facxlmes. pnmanly in .
Medusa, were disposed ofat pre-tax gains of $1.2 mil--
‘ tion. Similar actions in 1985, pnmnnly in Flitid System
 *and Controls; resulted in pre-tix gains of $1.1 millio
- Mlsccllancous income in 1986 and 1985 included re
- coverics of $3.5 million and $4.0 million respectively,’
~. from the sales of land and water rights held for dlsposal. :

. Dcprcclanon cxpcnsc dccrcased $3.1 million from l985
- primarily due to (e reduced levels of capital spending *;
;. during the several yéars prior to 1986 and the change in =
. - deprecintion methods from accelorated to stmiahl-line
forull uddhlnm during und subsequent to 1985,

2 Income taxes for 1986 were sngmf camly above l985
" The increased effective tax sate f 46.9%, compared. -
with 32.9% in 1985, was primarily due to higher rcahza-
_tion of foreign tax credits in. 1985 and lower investment

+ tax credits realized in 1986 due to the 1986 Tax Reform

_ Act, as well as higher state faxes in 1986, Implementa-
. tion of the United States tax law change should reduce
-our effective tax rate for 1987 by appmxlmatcly I‘our

_ Llquidity and capllal Resources

The company has dependcd primarily upon eammgs and
bank borrowings (including short-term credit lines) to :
furnish capital to finance operations and working capx-
tal, The company has utilized proceeds from the sales of
capital assets, including assets held for disposal, over the .

Tast three years to help fund construction and repay debt, ‘

During 1988 the compuny Issued $78 million Convertl.
ble Senlor debt due 2005 as well as entered into a $75

- million bank credit agreement. At December 31, 1986,
Net interest cxpcnse was below the 1985 lcvcl but Slgl’llf- .

this availuble credit facility was unused compared with . .

) - year end 1985 when $40 million was drawn down. The :
© lower average debt outstanding and interest rates, par-| -

reversion of the excess pension fund assets of UniDy-

. mamics was compleled and $15.5 million of the $18 mil
. lion was received in 1986. In 1985 the company and ils
- subsxdxanes. Huuig Sash & Door and Medusa Corpom‘

resulting in the company receiving $40 miflio

plusz assets before tax,
“Thé company had Cash and short-term investments o

$16.7 million at the end of 1986. In addmon. thcm was

“available $75.0 million under the bank credit agrecmcn
-and $56.5 million of unsccurcd credit lmes.

“In May 1985 the company dlsmbutcd wiits sharchold
its common stock investment in CF&1 Steel Corporatio!
resulting in a reduction of $54.4 million in retained earn
. ings. The balance of the land and wuter rights, now less

* thun $4 million, purchased from CF&I in 1983 for $50.
. million, is expected tobe sold in l987. S

" In 1987 the company will adopt the new FASB pcns:o

accounting pronouncements, The accounting changes

- will result in a one-time credit of approximately $11 mil
- lion related to pension reversion and an estimated

increase in pension expensc of $4.$ million.




AnalysisbySegment’. - < ConeCoondSubidrer -

CGmhowsandy T 1% 198 om0
. B Amount . - .7 Amount: - % Amount - '%,.‘; ..

* Net Sa!es: ’ . . .
Fluid Systems and Conlm!s: o R R .
Domestic. ° . S $ 242948 - § 231,334 - $ 223556 -

Canada“ . PR 151915 o 139068 ’ 130,361
International .- : : L 61,294 ' 61,238 62,176

Total - S .o 486,187 - 431,640 - - 416093
Defense & Speciulty Systems _ 137,228 127475 2 B
Engincered Materials L 81,318 - 75963 - .
Merchandising Systems - o B £ X1 | .+ 85491 - v

~ Hutig Sash & DoorCompany * . . - - - 289504 . 24 . 240,133 - 22" . 239.204~
. McdusaCorpomuon e . " 160,518 -. . 138,146 1277 136915
" Total Net Sales - i 81,204,236 .',51098848’ 100 $ 792212 |

LPe T e e s u..&r\)i;‘c’k\: 2 y-,. P —_— o, I L AT Gt e ot .n.xnm

Operating Profit:: . S
« . Fluid Systems and Commls:.

- 363
) e o 41,020 55 26.309 s
Dcfensc&Spcclalty Systems . 12,165 .14.478',&?..
. Engineercd Materials ., "; T - 2,968 T 3 ‘, (497)'
McrchandumgSystemsl L e o 38589k 30701, (903)
;. Hutig Sash&DoorCompany. e 20,862 - c 28 ;- l6 932 .
. McdusaColpommn Lo 0 T 16,308 0 1670 - 5970 -
o i cuocarnootoaent o - 1038737 Qoo 62289 - _ﬂt_)_:. ) X
. 'Corwmlc ST (12,821 - (17925 0 (683)
27, Yol Operating P *’mfb e ';;.;.“;;,5;.,“2!9:’!5?_..:\“ S 4436:‘2M 3. AB728
N Fluld Syslems andComro!s P ) o . L
- Domestic;:: A S 89,579 M =8 f 86,743,\_'\_-15
- Canada:”. 0o 57,834 - 503757 -9 .
'lmcmatinnal P - 37,454 6,,.' 40341 -7

o Total ks e T 184,867 ‘29 G 1774595

Dcfensc&SpcclallySystcms e st 126.679 ’20,:-_' ‘106,773

. Engmecredecnals 3 o o 60,012 - 10 ST 69093

“* Merchandising System! LA 51,478 .87 "48806°, -
HumgSash&DoorCompan A L-' RS 103,046'\ ,l7i. . 848507 °
McdusaCorporation-:-::-:* < 101,870 - 16 - . 93908-.°

iy 627.952_ v 100 ‘580889 _(:l_

lnvestmmq Held for Dlsposal

mcbargeﬁrcmdmmngmddomcufcﬂwnmm X
af $25428 i 1985; $16,124 Fluid Systems and Controls—Pamestic, $1,376 Fluid
ymams and Controls=Intormational, $1,000 Defonso and S'mlully Sysmems,
$4.500 for Englneered Materials and $2428 Corporate, = - 2
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" Crane Ca. mi&lebs'z'd'mf'ei:}" '

Capital Exbenditureﬁ " Depreciation
1986 . 1985 1984 1986 1985 - 1984

Fluid Systems and Controls: . ] - e
Domestic- . - R S l.72| $ 3778 ) 3016 . $ 399 $ 4964 $ 5145 - -
Canada- - - S 2,718 " 1.824 - 1,185 1,256 1045 - 1,290
International o T OLI0Y - 1765 . 1,785 . 2,089 - 2256 1877 -

- Total .- . } - 5540 - . 7367 5986 - 7335 8265 8312 .
Defense & Specialty Syslcmt 3050 °. 2082 .. — 3916 - 3707 -
Engincered Materials™ - . . . 827 . 2349 . — o9 C2323 —
Merehandising Systems T o148 == 70 - 1624 -
Huttig Sush & Door Company 4489 . 2232 2182 - 1,640 1535 1542

. Mcdu“ C“rpor‘““,n s - 10,707 2490 - 6.327 ‘l;zss ) ‘ .602 ’ 13.324 . -
‘Corporate : i - 61 1062 s — 232. 678 . - -
. ;'Tul_a_l‘;“z- . . N $25.788 $l8 890 . $14.465 $27.649 $30.734 - $23.178 - -

New Yan( Stock Exchange Campn.we Price Per Shum - * Dividends Per Shii
1986 520l . 1985 . o
HlGH-» ’ LOW . HIGH . -

832 S24% :_ $23% -

© 332900 o 25% .
L A0S 26W e R 26W:
Az AR 274
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Operations -

Fluld Systems and Controls - nafanleGSpaclauy R Englneewdﬂaterlals
"~ New York, New York L Systems - - . Joliet, lllinois -
¥_J M.Fraser. President | . StlLouis, Missouri =~ - o R. J. Muller, Jr.,. President -

" Chempump vanslon ' M - Appelman, President Dyrotech Industries, Inc. |

Warrington, Pennsylvania ~ ° UmdynamlcslMldwest ~_ Jolict, Nlinois

" Cochrane Environmental Systems- - St Louis, Missouri - - ' ggaﬂ'g:cg;?g’;?"ﬂ York -

Division ~ Umdmamws/?hnamx

\ .- ) . Reststofler Compuny
-+ Ring of Prusslu, P«nnsylvunlu p Phocnix, Arlzona Roselund, New Jorsey -

Dcmmg Division - R 'UmdynamncslSt. Louis -

Salem. Ohio . . T St Louis, Mlssoun . gﬁfgg?&:;ﬁﬁg Sys!,ems
2" Hydro-Aire Dmsmn SR Resisofiex/Defense- -~ -~ R4 Muller, Jr., President
- ,-‘ R Burbank, Cahfoml_a i T . o Jacksonvullc. Flonda o T Nauona] Vcndm's g

T Midwest Fittings.. . " 177 Fcrguson Machine Company St Louis, Missouri
." St.Louis, Missouri.”. -~ . * St ans, Mnssoun TR * National Rejectors, Inc, GmbH:
A AT . lF ey Moahine © S.A: .- Buxtehude, West Germany: &
. crguson achine ompany, g ot ]
o i mmlg s”h&noorcompnny
N | Bm‘"e'“mmm‘m !f-"""‘- - Chesterfield, Missours
Ctane Austmlla Pty lencd [ i . } S. P. Wells, Presxdem.

= Sydncy. Austraha S Me dusa Co
oo : rporation,ﬁ
Crahe Cana da. In SR Sterlmg Hclghts, Mlchlgan Cleveland, Ohio: -
Montrcal Canada S PickOmatic Systcms. Ine. . D E. Somes, Prgsxdcnt
Cmne Ltd. P - Sterling }lclghls: Mlchlgan . N

: Londnn. Eng,land)
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Directors = ’ Corporate Officers

.

Robert S. Evans

Chaimman, Chicf Executive Officer

& President

"Jack M. Fraser

Exccuuvc Vice President

Paul R. Hundt

Vicé Prdsident, Secretary &

General Counsel

R. Keneth Whitley

Vice'President-Finance & Chief
. Financial Officer

E. Thayer Bigelow, Jr.ws

Chief Financial Officer, Timey Inc,;
Information and Entertainment
Walter J.P. Gurley C .
Private Venture Capital Investments
Robert S. Evansl

Chairman, Chief Executive Ofﬁccr
& Prenident of the Comproty ©

Dante C. Fablani .2 .
Retired President of the Company

Richard S. Forté

General Partner, Forte Cashmere Gerard E. Dorsey
Company; Importer alfd, Treasurer
Manufacturer Michael L. Raithel
Robert W. Lear3 Controlles

Director of various corporations
Dwight C. Mintont.3 -
Chairman & Chicf Exccutive Officer
Church & Dwight Co., Inc.;
Chemical Manufacturer

Charles J. Queenan, Jr.?
Partner, Kirkpatrick & Lockhart,.
Attorneys at Law '

: Corporate Vice
Presidents

B. Jack Barnes
William C. Dackis
Robert R, Foster |

* Richard B. Phillips
Thomas F. Spencer .

Arthur A, Seeligson, Jr. : ’ ) o /

Independent Oil Qperator;
Investiments

Boris Yavitz ,

The Paul Garrett Professor .
Columbia University, .

Graduate School of Business 7
(Elected Februaryz 1987 - -

1 Member of the Executive Committee
. 2 Member of the Audit Committee
3 Member of the Organization and
Compensation Committee

.

Executive Ofﬁc'es -~
e Cob. . . '
Third Avenue *

New York, NY. 10017

Telephone: (212) 415-7300

Form 10K .
Copies of Form 10:K for 1986 »x
ftled with the Securities and

‘Exchange Commission are available

upon written request from the Secre-
tary’s Office at the address above.

Annual Meeting . ~

The Crane Co. annual meeting will
be held at 10?00 a.m. on Monday,
April 27, 1987 in the First Floor
Meeting Room of the Bankers Trust
Building, 280 Park Avcnuc New
York, N.Y. 10022.

Stock Listings

Crane Co. commpon stock is tradcd
on the New York and Pacific Stock
Exchanges.

Stock Transfer Agent |

Morgan Guaranty Trust
Company of New York-

New York, New York 10015

" Registrar of Stack

The” Chase Manhattan Bank, N.A,

' New York, New York 10015
- Bond Trustees and

Disbursing Agents
Citibank, N.A."
New York, New'York 10015

Bank of America Nauonal Trust and
. Savings Association
Los Angeles, Cahforma 90054 .

Mellon Bank, N.A s 5.
Pittsburgh, Pennsylvania 15258

Auditors-
Deloitte Haskins & Sells .
New York, New York 10048

Equal Employment
Opportunity Policy

" Crane Co. is an equal opportunity

employer. It is the palicy of the
company to rccrult hire, promote
and transfef to aIUob classifications

* without regard to race, color, reli-
" gion, sex, age er national origin.7 "« -
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