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ROTES FOR AMMUAL MEETING

I. Palarce Sheet Review

B. Short-Term Secwrities (Cont‘d)

¥
DUNNEUEE S

A1l of these securities had maturities of less than one year and were,

in general, placed to metwre coincidentally with Dividend, Interest
e.n;l Tax payments. . : :

During the year, owr aversge short-term portfolio was $8,052,244.00,
vhich was an increase of $47,521.00 over fiscal 19564, The average
after-tax interest yield was 2.25% (4.33% equivalent before tax) as
compared to 1.93% and 3.87% for fiscal 1954. Owr liquid position
enabled us to ba invested all of the 365 days of fiscal 1965.

Although not indicated as short-term securities on the Balaihce Sheet,
the following were interest-bearing and classified as cash.

' Certificates of Deposit $ 4,000,000.00 -
Cash in Yoreign Banks 1,286 .
Total $

J : b

Accousts and Fotes Receivable - Trede (000 cmitted)

B/31/65 8/31/6s  B/31/63  8/31/62

Accounts Recedvable $33,945 427,893  $24,835 423,884
lotes Receiveble 575 % hob 685
Total $ s 520 ’ - $25,/1° $25,55
Rezerve Yor Bad Debts - ‘
and Allowances . TO4 6 . 510 502
Fet per Amnua) Report  $33,816  $27,786  42h,731 424,066
¢ Bad Debt Reserve to o -
Receivables 2.0% 2.2% 2,19 2.1%
Past Dus Receivobles: 4 C $ 5.6 5 2,46 s 2.4
Dollar Amounts 3,317 3,059 2,465 2,492
% of Gross Receivables é.Bﬁ 16.65 éM 10.1%

Receivables Charged OFf  § 4S9 $ 3T & s21 4 367
Rocoveries- Against--Re- '

ivables Charged Off . 129 .. . 160 - 12h
;“ﬁ’fen::v:;tw?d  $ @O ,$;.-%-5° § 5 & A3
'Bad Deb 4 of Sales: .
; t Loss as § of Sales | i@f 11%2
1963 168
" 1962 Q0%
-1961 .15%
b e
1958 | .06 .
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FOTES FOR ANNUAL MERTIRG . ' -3 -

I. Eaiance Sheet Reviev

€. Accounts and Notes Receivable Trade (Cont‘a)

IS

Accounts Receivable turnover for the entire Company was Ll days. This

compares to 40 days in 196!& and 38 days in 1963. Domestic turnover
mydawccmpamdto:i days in 196%.

Net bad debt losses of $320,000 on trade receivsbles represent an
increase of $70,000 from the prior year on a sslas increase of
$46,300,000. Although losses inereased in dollar amount, the net
percentage to sales remained consistent with previous years, and in
our opinion, represented good performance for fiseal 1965. Despite

a distribution pattern in the C & R Group vhieh adversely influenced
turnover and bad debt losses, we were able to improve accounts
receivable turnover and maintain chargeoffs well within proper
bounderies. leased Department operations contridute to & favorsble
turnover in the C & R Group. Continued expanding activities with
paint contractors are reflected in this market segment representing 46%
of C & R losses in fiscal 1965 compered to 34% the previous year.
However, Trade Sales improved dealer volune despite heavy attrition of
dealers and at the same time reduced their share of C & R losges from
34¢ in fisc.al. 196k to 28% in fieenl 1965

The factors caming heavy sales activity in the Durkee I‘oods Group were
responsible for the increase of receivables from 19 to 23%. A slightly
slover turnover was due to a market program transferring consigned stock

inventory to jobber agreements placing the investment in accounts / -
receivable. )

A percentage breakdown or total receivables by nnjor diviaion is as
follows:

Coatings & Resins 59% 5T 59% 60%
Durkee Foods 23 19 19 19
Chemicals 18 15 16 17
International - "9 6 b
Private ledger - Hominel Nominel

190$ 1005 1005 1oo$
* Receivables from internationsl operations were 10% and adjusted
to the appropriate operating groupe as follows: .C & R 6$,
Dnrkee Foods 14, and Chemicals 3$ ;

Inventcr:les

Published total 1nventomy’decreesed $135,000 ttou fiscal 1964.
Changes by Group were as follows in thomends-
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NOTES FOR ANNUAL MEETING

X. Eélaﬁce ‘Sheet Rewiew

D. 3Inventoraes(Coot'd)

: A t Iucr‘eue’ |
B DS (Decreess)

Costings & Resins  $22,476 $19,38?' $ 3,089

Durkee Focds 19,705 20,373 §GGB
‘Chemicals 13,261 13,370 89
Development C- L _(_,( ‘t2)
International # - 2,533 . 2,513
o 55,6862 55,705 (%*3)
. 1I¥O Reserve (e16)  (185) {31
£anadian Dollay :
Adjustment (188)  (270) ( 18)
Dailey Pickle Invent- :
ory Adjustment 157 -

. 157
855,205 55,350  4_(35)

# Internatfonal Group inventory of $2,592 at August 31,
1965, was recest es follows: € & R 31,843, Durkee
Foode $10 and Chemicals $739.

The principal factors contributing to these increases(decreases) by
Grovp were: / h ) ' :

gg_t_ghi;nﬁ i & Resins - The total increase of $1,246,000 (before adjustment
of $L,043,000 for internatioml operstions) consisted of increases of

$992,000 in rew materials and $25%,000 in finished stock.

In genersl, faveniory levels increased to meet the requirements of
incresszd. ssles sctivity. Although inventory dollar levels increasad ’
over the prior year, the days supply on hand at year-end decreased -
from laat year. Specifically, rawv maiterial inventory balances were
inczesse slightlyin order to sdequately provide for some raw meterisls
that were in short supply in addition to accommodating inceeaasd sales
levels. The availability of these raw materinls has improved and the
inventories are being allowed to declines to a more suitable operating

. Jevel. The finished stock inventory increase is at a higksr level to
accaumodate the increased sales and also to provide mdequate and expanded

_ preduct lines at additional leased department retail outlets.

. Durkee Foods - Inventories in the Durkee Foods Group heve decreased
. $b78,000 (before adjustment of $10,000 for international operations)
from last yzar. The total decremse consisted of $2,30%,000 decresse in
raw material and $1,626,000 increase in finished stock. Durkee Treding
Inventory was down $1,802,000 in raw meterisls. The acquisition of .
~ Dailey Pickle accounted for $1,108,000 of tbe total increase in Finished
- Stock. Other incresses were due to eddition to Grocery Froduct lines.

. 6LD00400)




NOTES FOR ANIVAL MEETING - Y

I. BaL.nce Sheet Reviev

D. Xnventories (cont'd)

Chemicals . The Chemicals Oroup Inventory vas $828,000 1over than a year
ago. (Before adjustment of $739,0C0 for international operations), Finished
 Stock inventory decreased $846,000 while raw material inventory increased
$18,000. The finished stock inventory decreese resulted from ineressed
gales and ef:‘ective control over the inventory mvestmnt ‘by mnagement.

Interna‘cioanl - !I'he increaae wer la.st year wvas ncninal The total
inventory is reflected in the aypropriate operating group.

IIFO Reserve - LH'O invantories reduced $4, M0,000 from the 1954 level

of $5,070,950. This resulted in a decresse in the LIFO Reserve spplicable
to edible oils of $64,214, but the $95,183 increase in the IIFD Reserve
epplicable to Chemicals Group inventories caused the total IIFD Reserve
to inerease $30,969 with & corzesponding decresse in consolidated net
trofit. The increase in the Chemicals Group portion of the LIFD Resem
vas atiributadble to bamond Coprer inventories.

Turnover - Published Het Sales to year-end net inventory:

- 50 51 'bO 1
1964 - .66 to 1
- 1963 - k‘vsg to 1
1962 - 4.8t
; 1961 - LgTtold .
/ . Control over the inventory investment {s achieved through the jJoint -

efforts of management apd opemting personnel.

i

|

\

|

1

& The Ccatings and Resins Group semi-annmny establishes monthly menetary
| inventory gosl levels by Regions. These goals are reviewed monthly by

1 a Headouarters' Inventory Cosmittee and necessary action is promptly

|  initiated to correct -any out-of-line occwrrences. The goals for both
‘] k rav materials ard finished stock ere eatablished only aftor careful otudy
, and consultation with Regional mersgement, and it is the responsibility
\ of Regional ranagement to allocate by operating unit and by product within
| its goal. Each month, inventory performance is coupared to goal with

|

|

|

i

i

«

|

|

\

-explanstions of variances deternined and any necessary comctive actioﬁ
taken.

Inventory control in the Durkese Foods Group is established throuzgh the
Joint efforts of Headquarters and Division Managsment. An important .
aspect is the daily control exercised over yaw materials based upon the

“market quotations of edible oils and condiment rew materials. The Durkee
Troding Office projects market conditions as they relate to rev material
requirements and cemmmicate with Headquarters and Division menagement.
¥arket conditions of spices and other mmterials esre reviéved on & dasily
besis ard meterial requirements are prodected into the ruture.

Contzol of inventories in the Chemicals Group is maintained by the -
respective Division Managers who determine their inventory needs on the
v basis or individual market sources and. operating requirmnts.

GLDOO“»OOZ




HOTES FOR ANNAL MEETING

I

Balance Sheet Review

D

Inventories (COnt'd )

The miividml mnagera of the varioua Intormuoml aperatim overseas,
subject to the reviev and cooxtinmation of the appropriate domestic group
management, determine necessary inventory levels through anticipation of
Planned geles levels with recognition of tbe pro'bhm caused ‘by their

overzeas aupply situations.

Othey Current Accov.mts and Iuvesta:ents

Detail at August 31 was !

tarzin Advances (Durkee Focds)
¥atarial Deposits (Chemicals)
Glidden-Salchi

Claims Against Common Carriers

" Employees' Accounts

Selzsnen’'s Advences

Instelliment Sales

Wood & Selick Coconut Co. (Beth.)
Alcohol refund on Bxtract Business
Pincesa-Guatemla & Costa Ries

Misc. Notes and Accounts

Tredustrial Acceptance Corp. (Canada)
Tenk Cax Rental (Barkeley)

‘Soutkwest Forest Industries (Or@.nic)

Prepaid Insurance and Other Evperses

Detail at August 31 vas:

Prepaid Insurence
Prepaid Texas

- Prepaid Royslties

Prepaid Rent
Prepaid Advertising
Other Prepaids

Property

For scheduls of mejor capital expenditms and 1966 forecast, see

pege 32.
For Depreczation, see page 15.

111,614 a2
¢ 47,86 $ 221;
- 9
134,779 112,93k
13,226 11,7C0
99,468 88,215
57,721 24,502
35,002 16,665
’&1&,683 80,900
1.3,230 22,13’&
6k 428
TIE T
-
$,320,5% 41,198,358
2965 196
$ M7,231 § so7,229
265, 381 196,443
- 7,500
k2,417 2
sk, 150 .
sk,010 ‘!tz,ﬁﬁ.
$ 853,080 $ 848,730

Insurable va.lue of all buildings, machinery and equipment fo $122,900, .

1ease obligations for buildings occupied by company un:lts ere covered on
rage o

~GLDOO4003




KOTI‘S FOR mm.m LEET’KHG

I.

Balance Sh°et Review

H. Other Assets and Dzferred Charges

¢

© Detsil at Augu.st 31 was: |

. 1965 106k
Prepaid Bood Discount & Expense $ 559,763 $ 590,599
Investzents - :
Chicago Borad of Trade 34,701 34,701
international Subsidiaries 2,804,253 3,202,180
(Detail on Page Ll -for 1965)

Miscellnneous C 12 9
Deferred Research & Eugineering ‘Coat 720,665 736,042
Bmployee Loans 58,703 51,694
Patents and Patent Rights 511,646 281,016
Hisc, Notes & Accts. Receivable 127,258 182,88'[

sn,mlgom $§=080g028 '

X. Shart and long-Tern Fimnciug
1. Short-Tem Borrowing and Bank Iines of creditr

During fiscal 1965 and fiscal 1964, Glidden 2id not kave sny
/ short-temhox‘mwin@
At Auvgust 31, 1965, we meintained a line of cyedit of $12,000,0C0
for Glidden (Plus $1,000,000 for Internationsl). Thege were carried -
at m.jor 'banka acroes tha couztbry a8 rollm

Bank , City ad State Amount
The Citizens & Southern Netional Bank Atlanta, Georgis $ 500,000
Uaion Trust Company of Maryland Baltimore, Maryland 500,000
Continertal Xllinois Rational Bank & . .
Trust Company of Chicago Chicago, INinois 1,000,000
The First ¥ationsl Bank of Chicago  Chiecezgo, Illinois 1,000,000
The Cleveland Trust Compsny - _ Cleveland, Chio 500,000
The Hational City Bank of Cleveland Clevelard, Ohio 1,000,000 .
Socicty Ketioral Bank of Chvehnd Cleveland, Ohio 500,000
Republic Faticnal Bank of Dallas . Dallas, Texas 500,000
Pank of America, N.T. & S8.A. 1os Angelea, California 5¢0, 000
The Iouisville Trust Coxpany Iouisville, Kentucky 500,000
The Chza> ¥anhatten Bank Kew York, New York 1,500,000
“‘Chemical Bank Rew York Trust campany Fev !ork, New York 1,000,000
First National City Bank of New York  New York, New York 1,500,000
The Bcetmen's National Pank of 8t. louis St. louls, Missouri 500,000
¥ereantile Trust Canmny . 8%. Iouis, Missouri 500,000
United Canfornie. Bank San Frencisco, Calif. 500,000
Union Commerce Bank - Cleveland, Ohio - I,OO0,000 &

# Ynternational ’
Our present credit lines of $12,000,000 {plus $1,000,000 for Inter-
netional) vill be renewed in fiscal 1966 at $12,000,000 (plus $1,000,000
for International). It is anticipated that we may have scwe short-term
borrovings during fiscal 1966.

GLDOO4004




ROTES FOR ANIUAL MEETING ‘ | - =8

z. ‘ Be.lancé Shéét Reviev

J.‘

7. Short and long Teim Financing (Cont'd)
2. Debenture Issus - The indebtedness of The Glidden Compeny (exclud-

'ing normal accounts payable, interest and taxes) is represented by
the $30,000,000 of 4-3/4% sinking fund debentures dated November 1,

1958, and due on November 1, 1553 and loans to subsidiaries from
banks of $1,200,000. :

At August 31, 1965 the total outstanding emount of 4-3/4% debentures

was $26,T84,000.

A cinking fund emount of $1,500,000 was provided on November 1, 1964,
reducing the outatanding balance to $28,500,000.

During the month of July, 1965, $1,500,000 bonds were purchased to
meet the sinking fund requirements of November 1, 1965, and an
additional $216,000 bonds were purchaced and retired to epply
sgainst the sinking fund requirements of November 1, 1965.

The following is & summary of our current position:

Origins) Outstanding Amount $30,000,000
Sinking Fund - November 1, 196+ 1,500,000
: - ﬂovembe!' l) 1965 1,”0;@ '
- November 1, 1966 216,000 3,216,000

Balance Cutstanding - August 31, 1965 &G:QQOOO

The debentures were offered fnbncly on Getober 28, 1658, at 99 and

the effective interest cost is 4.98% based dn the net proceeds after
8ll expenses. -

Interest on Debentures - Fiscel 1965 . $1,3565,000
Amortizaticn of Discount & Expense ! B16

$ 1gg‘816

Since Janvary 1, 1965, market price of de'bentures"has vax;ied -:fom

a high of 102} to 2 low of 100. The last debenture trading prior
to Augus:t 31, 1965 was on Avgust 2uth at 100} and the i.ast’gtf-aded
prior to December 9, 1965 was on at .

Contingent Lisbility

ALl matters perta:uiins to our

b federal income tax liab
through 1959 are now closed. 1lity for years

on a claim for refund for 19 oTpany waa successful in its litigation

; 99 pertaining to the Chemurgy transaction

2& Central Soya Company. During 1965, the swdit of federal income
(:h§ mz;er;ur:s forc%?wlﬁgt;aa completed. With the exception of the

=Iurgy transaction, settlement was reached on all 4 ¢ -

nations) matters. - The assessment fo e i anter

_ r such years which was paid in 1965
vas fully provided for in the years‘involved. Claim for refund for 3360

-804 1961 have been filed with respect to the Cheimrgy transaction.

GLDO0O400S




" NOTES FOR ANNUAL MEETING

'
w0
.

I.

Palance Sheet Review

3. “éanf“ingent Lisbility (Cont 'a)

The use of the nev "Guide Iine" liver of fixed assets in computing

" our tax depreciation resulted in an excess of $1,615,739 over book

depreciation. Provision for the tax on thig dirferenee smounting to
' $883,603 was mde in 1965. .

Ho problzm in government contm‘cts through renegotiation or otherwi.se.

The detail of major real estate lease commitments at August 1965 is
{(CONPIDENTIAL - DO XoT msn)

. Total Piscal

. Paint Branches ‘ $ ) §7:276 $ 1,563,256
Bethlehem Plant 804,375 67,500
Clevelard Executive Offices 3,634,900 234,304
Mi.scelmemxs Facilitiea e Bﬂ,;gg ghfrz319_

$10,683,589 42,112,379

At Bf31/65 o reserve of $373,039 wes availsble for contingen‘c 11ability
for claims and fcca.

K. 8tozk apd Steckholders

l.

Post-Split Pre-Split
| B/nes 00 8/ -
Common Stock 0/S 6,%&,716 ' } a,hg3,gaag
less: Treasury Shares . 50 1
- 8/31/65 8/31/6%
Preferred Stock C\m $2 125 per _
Share ‘ ; 212,28_2_- 222053

on July 15, 1965 the stockholders a.pproved a 2& for 1 spiit of the
ccmmon stock., The split adjusted the par value of the cozmon from -
$10.00 to $4.00 per share. .

The company's common stock 18’ listed on the Kew York Stock Exchange

-and has unlisted trading priviledges on the Midwest, Pacific Coest

and Philadelphia - Bsltimore Stock Exchange. The preferved stock is
not lisied. «

From Janusry 1, 1965 through Octcber 23, 1965 the’ price of the company 's
common stock ranged between a high of $25,05 (Pre-split $62-5/8) and -

& low of $19.60 (Pre-split $49) (See Annual Report, pages 14 - 15 for
prior years). During this ssme period the average nunber of shares
traded on the New York Stock Exchange wes 1,162 for the period January 1
through July 31 (approximate pre-split period) and 1,763 for the period
August 1 through October 25 (approximate post-split period).

The closing price of Glidden Common Stock on December 8, 1965 was

GLDOO400DG



FOTES FOR ANNUAL MEETING . . N -0~

X, BnLa.nce Sheet Review

K. Stock and Stockholders (COnt'd)

2. Othﬂr comnents on st;ock

a. During fiscal 1965, we conducted & progmm of pnrchasing stack

© for Treaswry. Through August 31, 1965 we purchased 104,550 shares,
~ Since August 31, 1065 and through October 25, 1965 we lmve purchssed
“an sdditional 36 200 shares.

'me average purchase price prior to Augmt N, 1965 wvas $23.32
(Pre-split $58.30) per share. The avertge purchase price to
October 25, 1065 is $23 a1 (Pre-split $58.02)

b. The ‘!2. 125 cwmulstive preferred stock ves issued incident to the
agreement of merger of Pemco Corporation into the Glidden Company
and subsequent merger of the Mscco Chemicel Company and Subsidiaries
1nto The Glidden Ccmps.ny

(l) Holders of the shares arve entitled to Gividends of $2.125
oo -per ahoum peysble quarterly on the first days of Februsry,
¥ay, August and November.

(2) Holdera h:we no voting rights except wder certain conditions
S (See Paragraph 8, Page 7. Speciol Meeting Proxy Statement
~ oo dated Jsnuary 20, 196k.)

(3) The stock is not redeemsble pr'ioyx"tbkAkugwt 1, 1966, and
~ is thereafter redeemsble at the following prices:

$ss 00 per share prior to 9/1/T1
$53.00 per share prior to 9/1/76
$52.00 per share prior to 9/1/81L
_$51.00 per share after. 9/1/81

(4) Holders of the shsres are entitled to $50.00 per share plus
unpeid cumulative dividend in case of an involuntary
liquidation and to redemption pricé current at the time of
the distribution or rayment date in cagse of voluntary liguid-
ation.

(5) Tee COmyamr is obligated to set aside on or before November 15

of each year out of the earnings of the previous fiscal year
& sam equal to the larger of $1.00 for each share outstarnding
or $200,000, to be used to purchase the $2.125 preferred

" stock if and to the extent obtainable at & price not exceed-
ing $50.00 pér ahare. Any monies remaining at December .31
are relessed and repaid to the general funds of the Company.
During the pericd of November 15 to December 31, 196%, no
preferred shares were tendered.

_GLDO00400O7




NOTES FOR ANMUAL MEETING: ” - : o o-n-

X Balance Bheet Hev:lew

K. Stock and stockholders (Cont‘d)

2.

Co

(6) Prior to the split of the commou stock, each share of
pre*’erred stock was coavertible into 1.125 shares of
common. Since the stock split the ratio is 2. 8125 shares
of eomn for each preferred aham :

- (7) Holders of cmlative preferred stoek bave no pre-en@tive

righte in e.ny stock or securities convertible into stock.

Stock dividends are always under consideration, but we have no

 plamn for such. It is felt that stock dividends only spread

earnings and velues over a larger muwmber of shares with price
adjusting accordingly.

3. Holdings of shms s follovs:

Individvals
Xastitutions
Brokers
Nominees

~—Totak

(AdJusted for Spl:lt)

August 31, 1965 Ang_ust ;3., 196h
o i it | |
- Share- % Shaves Ave. she. Share- % Shares Ave. Shs.
holders Held Hom homera ‘ Held-’ ) Hel_t_lﬁ
19,721 631.17% 190 19,498 55.86% 180
3N 5.04 833 380 - L9 ©ho
187 9.7T7 3,202 162 ic.00 3,632
419 2.02 3,50 31 25.35 3,948

20,608  100.00% ﬂ 20?&11‘ 100.00% 288

- 6LD004008B




HOTES FOR.AMAUAL MEETIMG

II.

Opereting Statement o -

"A. .Grbss Profit ' Published
Percent to Net Ssles - 28.2086 B 29 81&1' '
Dollars $85, 722,462 $76,876,193
 Increase 1665 over 195k
" Due to Net Sales Increase $13,834,776
Due to Gross Margin Decrease A )

‘ Net 1965 Increase ,

B. Sell and Administrative ense

“The Annual Report ahows a Selling and Administrative Expense increase of
'$6,070,000, & 10.3% increase over 1ast year. Net sales increased 18.0%

over the same period.

- ‘Ihe ms..jor mcreases (d.ecrease) by caption in 1965 are as follmrs

Sales Compensation $1,00‘r,

- Salesmen's Expense & Other Terr. Charges Lok,000
Sales Administretive Salaries a9h,ooo
Travel 135,000

Storage (66,000)
Advertising (local and national) 815,000
Rad Debt Peovision ‘ 43,000
Produet Develomeent, Technical Service 72,000

" Research o 376,000

~ Office Salaries 7 / 1,261,000

. Communications 139,000
Occupaney ’ 315,000
Hoving 73,000
Retirement, Bonus (121,000)
Development Costs 351,000
Data Processing 176,000
Taxes {State & local) 131,000
Conferences 66,000 .
Sales Market Research 35,000

PFE Expense . 6,000
Office Supplies 234,000
All Other ‘ - 266,000

Total §_6_,9_zo,ooo

- The Group breakdcwn of Selling end Administrative Expense incresses over

the prior yeea is:
 Increase over Prior Year

: 1965
Coatings and Resins $3,062,000
Durkee Fools 2,089,
Chanicals 1,295,000
International ’ , : ‘-
Hesdquarters . 14,000
Development _ {120,000}

Total o 36,070,000 6LD004ggq




NOTES FOR AWML MENDG . =1s

II. Operating Statement . S .
#Increaces due to recasting of international operations to domestic groups
were: C & R $721,000, Durkee Foods $10,000, Chemicals $349,000 and Head~
quarters $101,000. . . -

Increases 4n Selling and Administretive Expenses other than due to
recast of international operations were as follows: :

C & R -- Increases in C & R Group Selling & Administrative Expenses
were Sales Compensation $418,000, Sales Administrative Selaries
$119,000, Produet Development $21§,000, Development Costs, $264,000,
Office Salaries $278,000, Office Supplies $142,000, Commmications,
$31,000, Data Processing $94,000, Oecupancy, $230,000, Division Group
Administration $231,000. C & R Group Fet Sales before interrational
recesting increased 8.6% over fiscal 1964 while the Selling and Ad-
- ministrative expenses increased T.1%. After adjustment of interme-
tional operations into the C & R Group for fiscal 1964 and 1665 C & R
- ghows en increase in Net Sales of 12f over fiscal 1964 and in Selling

& Administrative expenses of 9.3%.
Durkee Focds ~- The Dailey Pickle acquisition in the Durkee Foods
‘Group cecovnted for $607,000 of Selling & Administrative expenses con-
 sisting mainly of Advertising, $193,000, Sales Compensation $173,000,
- Sales Admiristration Salaries $55,000 and Office Slaries, $46,000.
Gretchen Grant Selling and Administrative Expenses for the twelve
’ ronths ending 8/31/65 vere $284,000. 'his operation was only includ-
) " ed for the months of July and August of fiscal 1964 and the Selling &
- Administretive expenses for those two months amounted to $47,000.

Other significant increases excluding Dailey Pickle and Gretchen Grant:

were Seles Compensation 379,000, Advertising $523,000, Division Group

Adninistration $512,000. Excluling Dailey Pickle'and Gretchen Grant,
Durkee Foods Group Net Sales were up 21§ vhile their Sellinz and Ad-

ministrative expenses were wp 7.1%. :

Chemicals-- Increases in Chemicals Group Selling and Administrative
expenses were: Sales Compensation $174,000, Salesmen's expense
0,000, Sales Administrative Salaries 432,000, Bad Debt Provision
58,000, Research $200,000, Development Costs $399,ooo’. Chemical
~ Group Net Sales increased 10.9% over fiscal 1964, while the Selling
- and Administrative expenses increased 11.6f. . After adjustment of
 international operations into the appropriete operating group for -
~ fiscal 1964 and 1955 Chemicals shots an increase in Net Sales of
13% and Selling and Administrative expenses of 15.4%.

Internationel ~- The inclusion of Trans-Caribe Supply, Inc., Reliable
Water Heater Co. ard P. R. Ohra, Inc. in Internmational operations in
fiscal 1965 accounted for 524,000 of Selling & Administretive expen~
‘8es.  Pemco-Bruges operated only part of fiscal 1964 and contributed
$115,000 in that year. Bruges' Selling anl Administrative expenses
for fiscal 1065 were $456,000. Other significant increases exeluding
acquisitions and Pemco-Bruges were: Sales Compensation up $28,00C,
Office Salaries up $160,000, and Office Supplies $29,000. Total Sell-

ing and Adninistrative expenses for all international operations are
reflected in the appropriate opereting group for 1964 aﬁ 19%5.
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Iz, g)emum Stgtement ' '

 Headquarters -- Total neadqmrs Adminietrative expenses vere $1o,698,ooo
~In fiscel 1965 compared to $9,730,000 in fiscal 1964 and §8,860,000 in fiscal
- 1963, Pens:!.on costs and Professional Services are deta.iled s follows- .

Pcnaion ¢§sts rfa?i- ‘ﬁﬂ%" r,g‘é“%—oo 3—'&%'00

‘ Professionsl Services 51 000 22%'000 521, ggg 6 6 2 000
" Other Administrative Menses
ey B0 000 AL 3‘7‘1’3%6"—

.. Increases in Other Administrative expenses were $1,205,000 over 1964 and
- $2,025,000 over 1963. Other Administretive Expense by Group is summarized

ars Tollows:
.. Q&R Group Admiristration - 1,930,000 3 ,000 1,535 ,000 1, 3,000
Foods Group Administration 1,233,000 ‘ ,
. Chemicals Group Admin. 518,000 h25 OOO 31;7, 269,000
Tnternstionazl Group Admin. 378,000 331,000 1 8,000

Corporate Admiristration 286,000 4 000
~ Total , - $9,365,000 fg,l%g,ooo ﬁ,sﬁa,ooo é 3595‘1:'"""

Major increases were Office Salaries $560,000, Travel $82,000, Bonus $106,000,
_Occurancy $46,000, Office Supplies $45 ,000 accounting for the mpjor increases,
Cad other semiovariable expenses up $121+ 000.

c. Other Tnoome -- Published P& L o k' ' ' /\

'me ma.;jor 1tans this yea.r aml 1ast vere: y

. Gain (l'oss) -~ Disposal of Capital Assets

Sale of Buena Fark Iand ; . 568,768
Provision for Frozen Foods Abandonment : : (550:393)
~_ Miscellaneous (61,&9) 11,808
. Other: - '
Beard of Trade (Chzcago) Gross Profit* 231,;, 314
~ Investment write-down o o (500,,--.
Serap and Residue Sales 228,330 1914, 16
- Provision for Collinsville Abandonment {160,499)
. Good Will Amortization (285,606)
' Stationery Write-Off B (15,998) (37,018)
| ULIFO Adjustmenti - 68,940
_Insurance Reserve Adjustments and Dividends - 99,472
Miscellaneous 15,120 91,069
Tnventory Adjustment (Deiley Pickle) g‘% 000 -

#Ttems reclassified to cost of sales in 1%5 that vere
net*bed in other Income in 166k.
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NOTES FOR ANNUAL MEETING o - <15 -
II. Opereting Sta.temenf ' ' o

~ D. Dx.oreciaticn

Book ggipreciauon charges for 1965 were $6,753,1ho compared to $6,735,858
in 3

© Additional depreciation of approximately $1,815,739 will be claimed for
Pedersl Tax purposes in 1965 as a result of the new "Guide Iines" ad.jusiznent
"of asset lives.

B. Fixed Charges

. Tne two ma,jor 1tems of thia mturé vhich may be or concem to sha.reholders aye:

Interest on long‘-tem debt $1,355, 9 $1
Estimated Real Estate Lease Idability o
{(Confidentisl) 2.02,852 2:112,312
See Page 9. ‘

Based on the 212,082 shares of preterred atock issued and outstanding at
Avgust 31, 1965, mreferred dividends of 3452,587 will become paya.‘ble in 1966.

F. Advertising Expense

i By Group - ‘
/ " ‘Durkee /T ~ Devel. Corpo- %4 to |
. _C&R*  _Foods _ 'Chemical . Gop mte %o a1ec
1965 $3,001,281 3,027,656 $202,545 1, $73,017 37:595:5 505

1064 3,741,360 2,739,143 236,01 73,356 b, 728 26,70 6,831,482 2.655
¥ Inclides Canadian Dollar Ad.jus‘hnent. R
#1965 Advertising expense for International Group was $92,312; recast as—

. follows: $0238$88,7ho Durkee Foods $300; Chemicals $2,634 and Corporate
30.

Gs Research end Development o
. Nimt iy st s W ,.w .;;,.t R g 8 e R R o s e . Incr. J_%

o o . Pudget

196k 1965 1965 1966  Over 1965

Actual Actwl _Buget  _ Pudget Actual

' Research ‘ $3,6ao,328 &,068,!;88 $%,261,000 $!;,51h 000 $505,512
Administrative 216,032 217,244 248,000 191,000 (26,22&)
Tech. Service to Mfg. . 400,211 382, 347,000 405,000 22,302

s i AN AR AR B
Comr:g?ﬁb 1),&295’#1 § lg,_ el

4 of Net Sales 3.16% 2.90%

GLD00401 2




NOTES FOR.ANNUAL MEETING | : -5 -

I1. Operating Btatement

R. Average Assets and Profit Retwn | o
e i _ 1925_

Aversge 19658
B Aggets Profit " Return
" Coatings and Resins o 5,867,463 - 9,553,199 5%
. Durkee Foods 2‘2,’"56’016 . 5’801‘,237 13-
cﬁ?i@t: 1 . 1&8;955:79?’ 1,997, g" ’ 16'3$
ernationa i . RS .
~ Total Groups §157,289,216. 423,355,630 15.5%
Total Company $170,950,613 420,370,683 1.9

% 1065 Average Assets for Intermational Group were $11,976,96T;
_Recast as follows: C & R $8,694,675; Durkee Foods $93,5085;
Chemicals $3,387,441 and Corporate Hesdquarters($198,734).

#% 1965 loss for Intermational Group was ($195,411); Recast as

. follows: C & R $544,871; Durkee Foods ($20,334); Chemicels
($339,235); Development Group ($347,015), Corporate Head-
quarters ($33,68). | ' |

I. Miscellaneous

Tt may be pointed out, on ingquiry, that all Divisions of the Company

were operated profitably in 1965 with the exception of: the Fortland

Division 6f the Preific Region; Awrchitectursl Products, Rellable Water

He&ter 001' Pu.erto Rico, Pch Obmrhlem Rico, the Eo Jo mer -

J ~ Capada, General Faint - Mexico, Femco Division -~ Belgium, the Berkeley
Food Division and the Collinsville Chemical plant. '

J. Cutside Consuité.n‘t Feesn

legal Department o e
Patent Department : _ | ’35.;71‘0
'Exécutimﬁ Department: A .
ERE Audit Provision | $87,300
. MacKay Shields ' ' 1301
Other 30,161  161,8k2
Controller's Department ' ‘ t 48,407

~ Other Administrative Departmenta S 289,021

,Devevlozfment Cost:

A, D. Little ' 49,957
__ Institute of Paper Chemistry 30,h32
- -Roy G. Peers . 3,085
Skeist laboratories 2,588
Electronies Associates, Inc. _ 4,198
Rutgers University 17,000
Stanford Research Institute 5,000 .
‘Yale Iaitin Associstes, Inc. - 13,331 125,571
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II. Operating Statement

K. Taxes
' l Guideline '.Eax grecia‘tion »

Revenue Procedure 62-21 pemits, 1’01‘ a limited period ot time, the

deduction of depreciation based on arbitrary useful lives which may -
be substantially less than actual. This has resulted in an excess
of tax deprecintion over book depreciation in 1965 of $1,815,739 and
in 1964 of $1,908,327. The higher tax deduction thus obtained has

brought about a deferment of- taxes payeble in 1964 of $956,8% and

in 1965 of $883,693. The Glidden Company will. continue to enploy
for financial reporting purposes the asset lives based on statisti~

el studies of our own replacement experience. The advantage ob-
tained by the application of Revenue Procedure 62-21 lies in the im-

o mediate availability of cash that would otherwise be payable for cur-

rent taxes .
Invesiznent Credit

: Ehe Revenue Act of 1962 allovs a credit against the tax liability of

" up to T% of investment in property other than buildings since Janu-

~ary 1, 1962. In 1965, this credit amounted to $361,720 or siX cents

.. rer share.

s

In 1961&, the credit was $303,911, or five cents per share, but in

addition, earnings were increased bty $224,935 or four cents per .
ahare,duetoalséhamendmenttothetaxlaw o

The investment credit provs.sion vas amended by el:lmimting the re=
quirement that the depreciable basis of qQualifying property be re-
duced by the amount of the investment credit. Such amendment a&lso
provided for the restoration of the basis reduction wh:lch recurred

in prior years.

‘It was no 1onger necessary, therefore, to provide for a deferred

tax amount due to invesiment credit. The amount of such deferred
tax reserve accumulated in prior years ($224,935) was, therefore,

 returned to income in 1964 by reducing the current tex provision
. 'by such amomt.

* For 1965 and ‘subsequent years, the total amownt of the fnvestment
credit will flow through to earnings by a direct reduction of the

current Federal tax provision.
Deferment of teaxes in 1965 for future years amounted to $832; 000.

This deferment of taxes provided an edditional cash rlow a.nomtr
:lng to $.1h per cannon share. ,
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EOTES FOR ANNUAL MEETING | ) B : =18
1I. Mﬁw&

L.
19685 1964
- Before After Before After
, m M '_, Mﬁ_ w
‘Coatings and Resins  § 9,553  § 4,987 38,173 §$ 4,032
Gein on Buens Park land - (157) (118)=*
Inventory Incremsnt - (564) (291) (108) (53)
Univarsal Color System - - 165
~‘Net Opemting Profit ; N ] '8,9’89 $ 4,696 £ 8,073 ¢ 3,942
Foods . , 5,805 2,980 . 5,091 2,512
Net Merket {Gain) Lloss (1,100) (ass) {e80) (138)
‘Provision for Frozen Foods - 550 .. 334e°
‘Net Opere.tbing Profit * 4,705 $ 2,414 $ 5361 § 2,708
Chemicals  n,998 3,95 7,76 3,826
Collirsville Abandonment - —— —t6l . T79°°
Net Oparating Profit 3 7,998 $ 3,955 $ 7,917 § 3,905
Develomsnt . - ' '
Arohitectural Produsts $¢ (1) & (16) $ (¢1a) & (=204)
Corporate Development Costs (960) {663) (843) (415)
Pertiel A.P.J. Abandommont . 5 83 41
Mot Qperating less . § (w0) § (6%) F(TIm) §F 6w)
- Other Income {Deductions) $(1,288) § (s42)  §(1,925) & (950)
" Pension Cutbask - _({a95) (255) (200) __ (49)
Not Operating loss $(1,784) ¢ (897) §(2,025) & (999)
To Adjust for Bffective Tax Rate  __ = 393 . ___ 278
Net Operating Profit - $18,917  §9.882  §18,640 § 9,434
~ Adjustments Itemized Above 2,260 1,112 {314) (177)
LIFQ {Provision) Reversal (31) (15; 69 34
~Invostment Write-Down .- (500) (500 - -
Inventory Adjustment 157 81 - -
-Provigion for Claims & Fees : (246) (127) (396) (195)
Adjustments - Prior Yaars 214 214 - -
Gain on Buena Park - - 412 309=e
Goodwill and Intangibles : ' '
Amortization - - (286) (288)°*
Insurance Adjustments - - g1 .45
Specisl Bonus Provision (300 __ (155) —{200) ______(gg)
Total Published Profit © §20.3m  $l0491  $18,016 §9,06

° Computed at 49-1/32 in 1964 of before tax amount except those noted vith |
a (**) double asterisk. .

e¢s Computed &t actual tax rate of 48.6686% for domestic groups and at actual
rate at various psrcents for non-domsstic income. GLDOO4015
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108 sou

Aftar " Per After = Per
; - Jaxeg sharg*® Taxes Shere®
" "Publishsd Finel Net Profit $10,491 $1.630 $9,065 $1.450
Foods Market Reserves - (5686) {.093) (138)  {.024)
Pension Cutback (255) (.042) (49) (.008)
'LIFO Provigicn {Reversal) 16 .002 (34) (.C05)
Provision for Claims and Fess 127 021 195 +033
Provision fer Frozen Foods - - 334 «057.
Gain on Buers Park - - (309) - (.053)
Goodwill & Intangibles Amortization - - 286 049
" Collinsville Abandorment - - 79 014
Insuranoe Adjustments - - (45) {.007)
Partial A.P.D. Abandonment - - - 41 «007
C&R Inwventory Inorement (291) (.048) (53) (.009)
Special Bonue Provision 155 028 99 017
. Universal Color System - - , 81 .04
‘ Additional Geln-Buena Park Sale’ - - (118) (.020)
Investment Writs-Down 500 .082 : -
Inventory Adjustment (Dailey Piokle) (81) {.014) - ‘-
Adjusitments « Prior Year (214) (,035) = -
g 95882 g1.528 . §9E434 £1.515.
Number of Shares (Post-Split) 6,130,166 ' 5,868,930

» Ref Bots 2.1/2 to 1 Stook Splito
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NOTES EQR AMUAL MEELING - - %0 -
‘ ‘III:a Q § H§.§' ang E;v,(gotion .
" 45, Apglgcngion af Pan g"(In thousands)
ot e _— ‘”__,]‘,:..A; s e
Sourge of Fundg ' R v
Nnt Income ) . - $10.4901 $ 5,065
pnpreciation - 6,753 6,736
‘Provision for deferred income taxes : - 884 742

S T ST A E S A s T - $18,128 $16,543
Nt ourrent assets acquired from The Macco - c ' :

Chemical Co. and subsidiaries for Preferred Stock - 840
Nat current assets asquired from Dailey Pickle
. Company for Common Stock 1,429 -
Sale of Cozmon Stock under option plans

(1965-48,295 sheres: 1964~33,150 ghares = _

After Stock Split) _ ' 751 506

" other sources {applications): o

Prepald bond discount and expense - Decrease 31 3l

Prepaid development costs -~ {Inorsase) 16 (166)
. Other non-surrent receivebles , - 723

A11 other » not , , o ‘ . 68 283

- $20,425 $18,750
//!\ / '
Aprligation of Funds L
© " pividends declared $ 5,591 $ 5,163
pxpendituras for property, plant and ‘

equirment 9,866 6,905
Acquisition of Comxzon Stock for treasury . .

(104,550 shares) - 2,438 -
Retirsment of sinking fund debentures . 1,716 1,500
Redemption of $2,125 Cumulative Preferred - g

Stock {2,550 shares) 166 -
Inorease in working capital 848 £,192

- 20,423

glagvso -
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NorES FOR ANNUAL MEETING . L ' 223 - |

Iv. Employee Eenefits

B. Bonus Plan

' Original plan adopted February 8, 1951 and amended through September 28,
1965. Administered by & Bonus Committee elected by the Board of Directors.
In 1955, Gilbvert suggested provision preventing bonus to top officers until
a certain dividend pas{ been paid. - : :

Formula provides 12% must be earned (pretax) on bonus net capital (capital,
term debt, etc.) before providing & bonus of 7% of profit. Net' income ’
must exceed 6% bonus net capital employed also. The 1965 computation ves:

Cousolidated Het Income (After Taxes) S ~ $30,490,683
Less: 124 Bouus Net Capital Bwployed (17,250,609).
" A4 - Interest on Debt - Bruges Notes to Banks § 36,000 .
Interest on Debt - Debentures 1,355,629
Bond Discount Amortization 12,000 '
Bonus Provision 300,040
Provision for Income Taxes 9,880,000  $1,583,669

Iess~ Dividends and Interest from
Unconsolidated Subsidiaries

and Affiliated Companies | {1ko,4B1)#
Net Bonus Incore MB;Q:,zﬁé
~ Bonus ;Pr?v’isipn;kf- Maxi_mum Amm‘b 7% o B / 2 ;27;828
| Consoltdated Net Tncome (After Tax) - - f10,i0,683
I.ess 6% Bonus: Net Capitalm_ployed el e ( W _@,620 ST
Actual Provision $ 300,01&0

# Dividend Income $138,378
Interest Pintica

™
Interest Pincasa 1,326
STISUEE

Since 1951, the maximm alloweble provision was $3,085,958. We ha
return=d to profit $980,218 leaving $2,105,740 for Boanus payout.

In 1965, ve provided, as indicated above, $300,040 for Bomuses. In
fiscal 1966 $205,500 wns awarded to seventy-three (73) individuals. The
highest individual amount was $1%,000 to Mr. P. W. Reidkardt. .

. No B;gus provisions or ewards were made for the years 1960, 1961, 1962,
or 19€3. ‘ T S
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NOTES FOR AWNUAL MSETING .

Iv. Employee Benei‘its
B. M (Cont'd)

In 1959, 124 awards were made, totaling $209,7so. The highest .‘..ndividual

emount awarded was $8,000 (to Duncan and Halsey). 4 totel of 1,317 awsrds

have been made from 1951 through 1965. Maximm in any on2 year vas 212,

lowest 48. The highest individual amount awarded was $1%,000 to Mr. P. W,

Neidhardt in 1966. The previous high award ($12, ooo) vas made to Duncan,
. Sprague, Ruth and Goldseth in 1951,

Gil‘oert sugges‘bed resubmitting plan every 'ﬁv‘e ﬁears tok sto”ckholdefs.'
We feel we need to do so only vhen there is a materi‘al change.

The purpose of the Bonus Plan is to provide mward and incentive to

those employees and officers, except the Chairmen of the Board of Directors
and the President, vho, beyond the call of duty, contribute to the success
of the Company. As provided in the. Plan, each award of more than $2,500
is paid in ennual installments of 25% of the amount awarded or $2,500,
vhichever is greater, end the Bonus Committee determines what part of any
awvard is to be paid in cash or stock. No bonus awarded to an employee for
any fiscal year may exceed 50% of the basic amnusl salary of such employee
at the end of such fiscal yeer.

Approximately 305 employees who receive salaries of $1,250 or more per
month (including eight officers of the Company who serve as Directors)
are currently eligible for consideration for bonus awards. The Chafrman
of the Board of Directors and President may not be awarded a bonus under
the Plan.

C. Stock Opbions (ALL figures adjusted for 2% for 1 stock aplit, T-22-65)

Under the 1952 Plan 250,000 shares of authorized and unissued coumon
stock were made available. The Plan provided that no option could be
granted to an employee after ege 65, and no participant could receive
options covering more than 12,500 sharés. The Plan also provided that
the option price could not be less than 95% of the fair market value of
the stock on the day the option was granted, and- the-option pariod could
not excead ten years from the date the option was granted nor more than
three mouths after retirement of a participant. All rights to exercise .

. options terminate when an employ'ee ceases tc be an employee for any cause
" other than dea’ch or retirement.

of A.:gus*b 3‘[., 1.965, optione to purchase 297,175 shares (120 OOO to
... officers and directors) had been granted under the 1952 Plan. (Options

' for 83,580 shares had expired by reason of termination of employment or

. lapoe, of which options for 47,175 shares were reissued, as authorized
‘by t.he Plan, to qualifying employees).

| Op'bions representing 1614 01t5 sharea hed been e:aarc:l.sed (76,000 ‘by ofticers o

©and directors). There vere outstanding under the 1952 Plan as of August 31,
1965 opt:l.ons for 49,325 shaves (lzo,6so ror officers and directors),

6LD004021




NOTES FOR ANNUAT, MEETTN | o T X

Iv . Employee JBenefits

C.

Stock Cptions

exercisgble over a period of ten years from the date granted but not more

then three months after termination of & participant's employment. A
total of 20 officers and directors and 19 other employees held options
urder the 1952 Plan. Officers and directors held options as follows:

Option : Option Option
Price Price Price
g $14.80 of $15.00 of $16.60
piring Expiring . " Expirin
11/20/66  9fe9/6T  12/28/68
Dwight P. Joyce ' 2,500 '
B. VW. Maxey : 2,500 ' L
W. G. Phillips 5,000 . . 1,250
G. M. Halsey : 3,250 2,500
R. D. Horner 5,000 - 750
~ J. H, VWeeks o . 2,500 ‘
. G. 8, Warner o - 5,000 : 1,250
P, H. Neidhardt 650 »
R. E. Dorrmeyer o ~ 1,000 750
All édirectors end o:t‘ficers
as a group g cleding those
pamed above 30,650 1,250 8,750

On September 29, 1959, the authority of the company’s Stock Option
Committee to grant options under the 1952 Stcck Option Incentive Plan
was terminated by action of the Board of Directors.

1959 Option Plan

Provides Commlttee may option 250,000 shares of authorized and unissued
conmon stock.

Prinecipal diflferences from old plan:

1. Option price not less than 100% of market {old plan 95%)
Both not less than book yalue.

2. Yo option to employee after sge 60 (old plan 65).

3. May not be terminated and reissued at lower nrice.

L, Term of option set by Committee up to ten years and may not -
be exercised for two years after grant (old plan all for ten

years). Options issued in 196h and subsequent years are for
five-year term.
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IV. Employee Benefits

C. Stock Options (Cont'd)

Under the 1959 Plan, options to purchase a total o:t' 255,'{50 ahares have
been granted to 131 employees (including 121,500 shares to 31 o*‘ﬁ.cers)
Directors and officers held options as follows:

Optfcn  Option . -Option: = -Option .. Option  Optiom
Price Price Price Price Frice Price
of $18.05 of $2]..20 of $20.70 of $16 00 of ..,16.40 of $17.00

Expiring Expiring Expiring
| 3/JJ69 8/2169 11/1/69 5/25/70 7/9?;[ 12/21/71
Dwight P. Joyce 5,000 )
B, W, Kaxey _ ‘ 5,000
W. G. Fhillips 5,000
~ Go M. Halsey 3,500 . 5,000
" Re D. Horner 5,000
as L o B 5000
P, W. Neidhardt o 2,000 1,600 2,500 5,000
R. E. Dorfmeyer 1,250 2,000

All directors and officers
as a group (including those -
names above ) 7,500 5,000 16,500 17,000 10,500 59,750

/.
At August 31, 1965, options for 227,829 shares 4rere outstanding and no
further options may be granted in the future under the 1959 FPlan.

1964 Option Plan

Provides Committee may option 250,000 shares of authorized ami unissued
common stock.

)

Principal differences from 1952 and 1959 Plans:

1. Option price not less than 1009 of fair market value (1952 Plan
95%). All plans not less than book value.

2. A subsequent option may not be exercised while t.here is. ozrhstanﬁing
any prior option at a higher price.

3. ¥No option to employee after age 60 (1952 Plan 65).
L. May not be terminated and reissued at lower price.
5. Temm of option may not exceeé five years.

6. Shares purchased under options must be held for tharee years to -
¢ receive long-term capital gain tax treatment.
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v,

Employee Benefiis

.

Wage end Salory Ratios

1965 h 106k

Manufacturing Wages to Cost of '
Products Manufactured 12,44 13.4%
Total Wages and Salaries $56,583,589  $50,349,806
4 toa%et Sales 18.6% BT

Total Wages, Selaries and Benefit Costs $61,532,357  $55,135,822
- % to Fet Sales : 20, 21.k

Salaries

Cur salary rates, including those:":!‘or orﬁcers ‘and other ke,r employees, o

| . 4ncluding bonus, are fully in line with studies oa this subject, such
~us by AMA. Vo pust be competitive in salaries and other inducemexrhs .

F.

such as stock opt;.ons, ta attract and hold good nen. . e s’

The proxy statemsut reports that total rexuneration of ell directors aund
cfficers as a group 1ncreased from $1,350, 74 in 1964 to $1,550,519.
Nuniber of officers remained

Qther Benefits ’

I

In addition to the Retirement Plan, employees are eliglble to participate
in & group life insursnce, hospital and surgical benefit plan, a major
medical plan, and an accidental death insurance plan. The Company has a
‘Tormalized disability benefit plan whereby employees receive a portion of
their galary or wages during prolonged illiness - the samount and duration
of benefits depending upon the employee's length of service. In fiscal
1554 a long-term disability plan was made availeble to employees earning
$750 or more per month.

5
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V.  Acquisitions, Dispositions, and Cepital Expenditures

A. Acquisitions ’
Turing fiscsl 1965, the following acquisitions took place.

Dailey Picile Company - April 1, 1965

The sssets of Dailey Pickle Company a.nd Alcon Cs:rpora.tion, Sa,gina.v, _

Michican, were acquired in exchange for 85,185 Common Shares of The

Glidden Company stock. The Deiley Pickle Compeny produces plckles

and pickle specialties, such as relishes, and the Alcon Corporation
: prodaces vlnegtu- primarily for use in the Da..ley Picde producta.

”]Acquired through merger as of April l, 1965

_ £ssets and Liabilities l’bt Worth

Gash 3 55,000 Common Stock | $ 818,L00
Freeivebles 255,1&27 , Eerned Surplus ,306 204
Inventory 1,hkoy,864 Profit and .Inss 38,352
Prepeynents 30,158

Net Fixed Assets 593:237

Otrsr Asaets 22,0

Paysbles (159,897§

Accruals 48

§ ,905 :
$2,162,956 $2,162,956

frmetee, Wooster, Ohio, Division of Vasco Metals Corp. - July 30, 1965

Acquiedtion for cash of metal powder assets from Azmtco, Wooster, Ohio, ‘/ ‘
Division of Vasco Metals Corp. Purchase amount of $389,000 consisted of
$105,5C0 for machinery, equipment and fixtures, $254,800 for patents and
$25,000 for iaventory. Purchase date 7/30/65.

Alen Wood Steel Co. Powdered Metals Division - Octobar 7, 196s

Purchssed for $500,000 cash on Gctober 7, 196L used '.‘.ron powder plant
equiprent from the Fowdered Metals Division of Alen Wood Steel. Compsny.
{This trsnsaction has not ‘been publicized as an acquisition of & going concern. )

S B, Dispositions and Shutdowns
o Ll ,
S Pre-Tox
5 ' Profit or After Tax
© Annual Profit Avg. Profit (loss) on Cash & Asset
Sales or (Loss) or (Ices)  Bales or Utilization
Iast Full Last Full Iast & Yrs. Abandon- Last Full
Year Year QOperated . mant ‘ Yea.r Basis
Bammcnd 7/16/5 $ 4,076,247  $ 223'*. 346) $ (373,223) $ 1@,235 $ 2,<>+h 710
Oaklmd 10/25/5% 627,505 226,221 39,296 96,376 997,955
Fee/ Mill 8/10/5% 4,h23,653 65,538 ‘15,608 (.ago,h'rl) 2,517,154
Portland 9/18/52 2,941,393 5 554 13,771 {(19,369)  1,224,1k9
Cadbridge T/1/55 1,308,738 (60,579) (9,537) §6, sua; 851,72
Yedkia ; - - 8 1'*9 58)673
Jujela - Castella - : - - 50,597 125,640
Bary:es Mines - - - e 11,679

Juera Park 8/31/56 4,033,465 (11,032) (67,338)  (253,580) 1,095,247
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V. Acquisiticns, Dispositions, and Capital Expenditures -
B. Dispositions and Shutdowns (Cont'd)
Pre-Tax A
Profit or After Tax
Annual Profit Avg. Profit (lcss) on Cash & Asset
Sales or (1oss) or (Ioss) Sales or . Utilizatior
Lest Full last Full Iast & Yrs.  Abandon- - Last Full
Yeor Year Operated m°n‘a !ear Basis
Eastern Marg. & Salad
Prod. 2/1/57 $ 9,996,668 $ (312,318) $ (Lak, 580) $ (197.9310 $ 2 383.320
Elphurst Bullding
A,8/31/57; §,8/1/58 - - - (252,240) 1,269,854
Scranton 6/3/53 1,100,590 52,028 66,056 30,690 k55,467
st. Helena 3/31/58 - - - (1,215,239) 925.92‘>
Buenn Park Lend 1/28/58 - - - 17k, 957 136,635
Chemwrgy 9/1/53 31,932,480 1,477,859 1,503,501 1,156,16%  27,k15,123
Southern Pine 2/28/58 1,070,9!»7 103,448 68,240 (76,237) 292,555
Veldosta 3/28/60 2,941,738 320,127 156,671 275,301 1,430,042
Berkeley M & SP k/30/60 5,6!;5,1;70 98,726 66,787 39,175 684,913
Tulsa-Gen. Baint 6/1/62 398,897 (7,795} 1,795) (7,813) 31k, k22
N Diviaton 6/ ek 757 (26,255) 112,90)®  (58,7132)3) 154,851
Division 6/23 e ’ f1a, 3 N
Collinsville 8/2k /64 - - - (160,1;993 81,117

Frozen Food Abmnhd. ' '
4/8/5k zo 8/31/64 1,110,209 (243,575) (w3,030®  (us, 588)@ 821,200
Buena Park Lapd ’

11/29/53 & 2,/28/54 - -7 - 568, 768 445,399
Total $71,660,657 $1,038,000  $ 907,523 $ (429,129) 45,637,401
Book After Tox -  Excess - Cash
Value Cash Flow Over Book Value .
Fixcd Assets - Sold $11,667,480  $19,514,820 47,847,380

- Abandoned 2,803,925 1,452,771 '(1,352,254)

| $15,071,365 420,967,501 46,196,226
@ Two Yeer Averags 1962-63 ’ :
@ Two Year iverage 1963-64

(3 Loss on Dieposition of Pixed Assets only. Additional Inventory Ioss of $23,
resulted in Total loss on Disposition of $82,256.

@ Loss on Disposition of Fixed Assets only. In eddition, BExcess Cost of $86, 511
and Other Expense (including Inventory Write-Down) of 347,204 was lncur:red to
arrive at the Totel Ioss on Disposition of $550,393.

In Fiscel 1965 thers were no major dispositions and shutdowns.
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e

V.  Acquisitions, Dispositions, snd Capital Bxpenditures .

C. Mining Activity

The mining of Ilmenite Ore at Lakehurst, New Jersey, 'which was be
August, 1962, produced 70,556 tons of ore in fiscal .1965. '

. -30-

gun in

There was no Development Cost in 1965. Development Cost for the project
to date totaled $2,2k1,878. Capital expenditures to date for the mine es
of Avpust 31, 1965 were $5,437,662. Cepital expenditures. in Piscal 1965

were $16,121.

D. Major Expenditures Over $50,000 (Capital mse) 196
{Thousands of Dollars ) Tt AT

Appropria;
. tions

Expended Expended  $100,000

Frior To In Ang Over

S S ) 1565 1966

-~ Coatings & Resins: R R R A e
Eastern - Finished Coods Whse. ' ‘ 8 12 $ 6 $ -
Eastern - Consiruct 2nd Story Addn.-Bldg. 55 - 83 -
New Oricans - Factory Modernization Program - 56 -
Southeast - Increase Production Facilities - 53 -
Southeast - Vinyl Can Coating Facilities - 53 -
Nubisn - Conversion of Reactor #9 ¢0 Radiant Fired - 63 -

__ Toronto - land Purchase, Survey & Soil Work - 267 -

/ Arch. Prods. - Comstruct Building - - 250
Macco Resins ~ Land, Plant Construction and Equipment 101 16 -
Res. Catr. - Electrccoasting Pilot Flant 1% 91 -
Res. Cotr. - Continuous Reactor Pilot Flant 22 65 -
Other o &3 212 2,092

Total Ccatings & Resins - North America $ 646 $2,5h2 do,3h2
Ind, Glidden de P.R. - Lend Acq. and Const. Bldgs. - 270 -
. Ind. Glidden de P.R. - Acq. 0f Surplus land - 360 -

Other ' 222 8 269
Total Ccatings & Resins - International Units $ 22 $ N5 0§ 269

' Total Coatings & Resins Group $ 868 $3,257 ¢e,61
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V. Acquisitions, D.Lspositions, and ___pita.l Expenditures ]
D. HMajor Expenditures Over $SO 000 (Ca.pi‘!:al & Expense) 1965 (Gont'd- )
{Thousands of Dollars) ot e ,
Appropria-
. tions
Expended m:penaed $100,000
Prior To ‘And Over
1965 1965 ' 1956
purkee Foods:
Chicago ~ Spray Beading Tower $ B $ 113 ¢ -
Chicago ~ Kew Warehouse ~ Puff Pastries - - 1,200
Chicago - Continuous Bydrogenation - - 110
Holcott - French Onion Line - - 170
Iouisville ~ Equip Refinery and Bleaching Flant 105 "85 -
‘Louisville - EBquip Acidulation Facilities 17 T -
Iouisville - Soerub Coolers for Deodorizers S 59 -
louisville - Hvdrogen Gas Flant - 3¢k -
Iouisville - Filling Line and Automatic Palletizer - - 125
Iouiaville ~ Continuous Bleaching ‘ ~ - - 105
Berkeley - Bydrogen Plant » - - 200
Bethlelem ~ Coconut Modernization Program 108 €o -
Dailey Pickle - Processing Iine - - 120
Gretehen Grant - Flant Expansion - 281 -
Other 850 BLo 1,224
Totel Lurkee Focds Group $1,008 $1,83 $ 3,2?«»
Chemicals:
Hammond « Ircn Fowder Manufacturing Flant $ - $2627T $ -
Hammnond - Ferrous Equip. - - 550
Pemeco -~ Alterations and Additions to Bldg. 19 1 . -
Jomnstown -~ Ora Hendling Equipment - 109 -
Johnstown ~ Annealing Furnace - - 140
Johnstown - Hydrogen Generator - - 200
AW - Inorganic Research Facilities - 623 -
AJW - Black Liquor Filters and Auxilisries - 92 -
AN - Sodium Aluminate Treatment Facilities - - 88 -
AJW - Sand Milling Equipment - 98 -
AJ4 - Incressed Plant Manufacturing - - 400
AJW - Monohydrete Reclsimation Facilities - ) -~ 100
Iakehurst Mine ~ Zircon Plaut - S e 100
Lakehurst Mine - Field Screening ‘ Y - - 145
Jacksonville - Colurm Modifications, Well, Stge. Tanks 218 180 M
Jacksonville - Road Faving, Drainage 6 7 -
Jacksonville - Waste Treatment Flant 1 62 .-
Jacksonville - Addn'l. Basic Terpene Stge. Facilities - T8 -
Jacksonville - West Cosst Terpene Flant - - 600
Jacksonville - Bete Ioncnes Plent - - - 900
Jacksonviille - Flavor 0ils Equipment - - $00
Other ' 1,577 " - 1,237 - 2y8LL
$1,803 $5,270 $5,b36

Total Chemicals Group Domestic

-3
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V.  Acguisitiono, Dispositions, and Capital gx_pends.txms R

D. Major Expenditures Over $50,000 (Gapital & Exgense) 1965 (Gont'd )

IThovcands of Doilers) )
; Approprie-
J tions
Expended Expended $100,000
Prior To In - And Over
1965 1965 :
Chemicals: (Cont'd) : S
“Femco Bruges - Other , $.88 ¢ W5 0§ I
Total Chemicals Group $2,700  $ 545  $5,608
Kea.dqt.arters.
. wB - &construct Eighth Floor Facilitiesy B $ - $ 6L $ L
Othes - o 26 208 210
Total Headquarters | | 4 26 $ 260 $ 210
Development Group | | $. .38 % __- $ -
Totel Company $4, 732 $10, 735 $ 3.31682
Unassigred - - (1,000)
Totsl Company _ ’ C§$4,732 410,754 - $ 10,683

—

/ .
Statzment Re: Capital Expenditures 1965 Annual Repor: . . . "We now
expect that capitel expenditwreswill be in the range of $1o million
annually through 1970."
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VI. Other Majer Fupgticne spd tems
Al

Denntions

The donations policy of the Company provides for reascnsble support to
educational, health and welfare, and chariteble organizations.  This
policy is edministered by the Domations Committee, under the dtrection
and guida.nce of the Prcsident and Bou'd or Directors.

I:ducats.anal support has been given thraugh the following.

1. Awarding of four schola.rships under the auspiees of the Hatzoml
. Merit Scholarship Corporation. 1965 vimners were: Cary T. De

Dartmouth College), John Palazzo (Harvard College), Laurence x. Robinsore

'Ia.le vni.ver.ny Anne B Thcnaaﬂ (xmmt IIol;mke Cbllege}. -
*Cnildren et anployees.

2. c::operative Coatribu‘don Plsn, under vaich the Co'npany m\.ea unrestricted
. grants to degree~granting universities in an wmount equal to the
donations made by employees of the Compeny to public collages and
wniversities, and twice amownts donsted to private colleges and
vniversities. Contributed in fisesl 1965 - $26,341 to 123 colleges.

3. Chemistry lectureship grants provided to six United States univeratties
to provide for lectures by outstanding individuals and to help pmote
undemta.nding and interest in scientific achievement.

4, Cutright grants to selected colleges and universities in the atate of

thio such as Case and Western Relerve and the Ohio Foundation for
Independent Colleges. )

In the health and welfare category, the Oanpany has supported the United
Fund, Coxmunity Chest, Red Cross and United Health Fumd p:-oms in the
corzvnities vhere it has pleats or branches. . )

In addition, zelective support has been given to other service organizations
end foundations. Contributions are mot given to secterian gruups, lshor
organizations, etc.

Education ;E% | % ;%.% | 32;

.Ié:;l.:h and Velfa.re- !Jt;.‘: ' l;.g"f ggg A
Total Domsticns 197,150 420,316 171,600 $157,873
¢ of Net Profit 1.9 2.b39 2, 29$ | 2.36%
Fer Employee $3.21  $oB.2k &2 87 2.9

& Includes in 1965-%$11,88k4; in 196k- $h,1so, and 1n 1963417,612 m
contributions of mercha.udise uot :tncluded in prior years.
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Vi. = Other Major Functions and Items

B.

Audit

s

Ernst & Ermnst representativea present at the meti.ng will be Meaara. E. J.
Guia, Partner, and E. L. Tsbol, Partner. o

Ceapany tntorpal au:ut staff eandu:tg surprise a.unts of 211 cpera.ting

B

1. Fire

L 2

“inits on 8 schedule calling for exmminations as required. Auvdit veri-
ficution s obtained o all acmxisitiocs end mvestments. :

Factory Insurance Association, (FIA) covers for Fire, Lightuning,

Windstorm, Hail, Explosion, Aireraft Damage, Vehicle Damage,

Smoke Damage, Riot, Civil Cempg;gn, Vandalism, and Sprinkler
Leaknge. , }

- Q)

" (2)

Coverage 18 on an agreed-smount hasis with mo- co-insumnce o
requ:!ment end with a small deductible, -

Plants covered are all U.S. end Canedian mufactnring
yroperties except Torouto, Memtreal, Burnmaby, H. J. Mayer

et Windsor, St. louis, Sen Francisco, New Orleans, the .
varnish department at Mimneapoliz, Iron Street, Collinsville,
APD Atlanta, Wolcott, Wilmington, Wickliffe, Jersey c;ty, s
Cretchen Grant in Maplewood, Dailey Pickle in Saginaw

Allled Foods 1n Los Angeles, (Allied méguired alter 8/31/65)

Fectory Mutwals covers for the samo perila as describad in
Section l-a. above. .

()

(2)

Coverage 1s on an agreed ~amount basis vith oo eO-inmra.ncem o
requiraent. A

The ona ph.ut covered under this policy is wickliffe.

degeridbed in Seeuon d~8 above.

Industrial Property noater (IPF) covers for the same perils as

(1)
(2)

Caverage s on an agreed ~aoount basis with mo eo-insmnceww

requirement and with & smll deductible.

Plents covered are Sam Fraacisco, ¥ev Orlu.ns, the varnish
‘department at Minneaspolis, Irom Street, Collimsville, Bt.
louis, Wolcott, AFD Atlants, Wilmington, Jersey City, -
Maplewsod, Seginsw, Walker Bros., ead’Allied l'ooda (Am
acquired after 8/31/65).

Blanket Insurance covers for the same perils as described 1n

Section l-a, above in Canads.
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VI. Qthey lnjer Puhctions and Jtems
C. Zospragee (Cont'd.) ‘

(1) Coversge is sgreed-amount basis with no co~insurance
: req\nrement ‘

f ‘:. ’(:\z)“ 1>:1.¢1:11:¢; cuvered are !.'omtm b!outreal, H g ”’Ye” in

2.

Azersesn Internatioml Underwri.tm‘s (AIU) covers for Imicany
the scre perils ms deserdbed in Saction l-a, either under &
specific policy 4in the cowmdry involved ¢ unler s dlanket yoliey.

{3) Coverage gensrally 45 on 2 eo-insurwce bauin and written
without a dedustibvle. , ;

{2) Plants eovered ars Hruges, Papamz, Nexieo, amd Puerts Kico,

Uag f Ocevmancy (U.& 0) or Busingss Interrmtion

2.

FIA covers for the same perils as in Section l-a.

(1) Coverage is on an sgreed-smoimt basis with no co-insurance
requiresent and v.‘.th a smll deductible. )

{2) This covers at the same loeations as i3 covercd for Tive
in Section’ loo.-(2), end entire Mimmeepolis pinnmt.

Factory ¥Mutuals eaverz for the sene perna a8 dencxibed m
Seclien Qea.

{1) Coversge 4s on an agreed -sxount bo.sis ws.tn oo co-imsuramce
requirement,

{(2) e cne pla.nt covered under this poliey is Wiekliffe.
IF¥ covers for the sanme perils as described in Sectiom 2-a.

(1) Coverage $s on an sgreed-amount bas:ls wvith no co-snamnce;
requ::ment and vxth e small deductible. )

(2) Plants covered for u & O are Wilmington, San Frascisco,
APD Atlanta, Volcott, Iron Street, Jersey City, Maplewsod,
Saginav, Walker m., and Allfed Poods. (Allled acguired
atter 8/31/65).

{3) lets covered for extra expense a.re Kev Orleaus and St. louis.
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6.

VI. Cthex r&m&m
c. 1;_3ggg§;(czut'd.) '

3.

6.

d.

AXY covers for basically the same pez'ils &8 deseribed in
Secticn 2-a, either wnder a specifie policy in the contry

':lmrolved or under a blanket policy.

e (1) Cc:verage generally to one cc-msurance basis end written
s withwb a dedwtible.

- (2) Plants covered are m, Panara, and Mexico,

Boller

8.

Ve carry boller and pressure veasel insurance facluding U & O

- vherse necessary

{1} Coverzge 1s subject to 11n1t caly.
(2) Hae decuctible grovision to exclnde small cinims.

Zgspertation

' b .

g.

b.

We carry blenket policies for ocesn wd dvland transpomtion
*(;o 1osses.

Seall deduetible appnec to inlamd eargo dosses. .

eldty

All employees are bonded in lubatantm ammmt undes & blanket
f£idelity bond.

Small deductible appltss to excludle. m.u elaing.

Liability

Ye carry coaprehensive bod.iz,y wury and produet liabil&ty
inswrance and pnvperty damage 1iability. :

Property damage liability is written with a sizecable &2ductible

to give owr sales force and legal depar‘lnent lutitude i3 settling
cuataner ccmplaints.
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vI. Other Malor Functions and Items

C. JInsvrance (Cont'd.)

7.

10.

¥orknen's Commensation

‘@. We sélf-insure workmen's compensation in thirteen (13} states.

{1) The mlf-insuréd gtates are Californie., Fleerida, Oeorgia,
- Xllineis, Indiana, Kentucky, louisiann, Maryland, Mirnesots,
- Missourd, Chio, New Jersey, and Pemsylvania.

(2) Ve 'hai;e‘exéess“ihéﬁradce in case of a catas':rophe to cover
 accidents excess of $25,000 up to §1,000,000.

(3) Self-insurance has saved.us over $1,000,000 in the 1aét
thirty-three (33) years.

b. Other states are insured for workmen's compensation except
where there is a compulsory State Fund.

hytopabile

a. We insure company-owned and leased cars and trucks for liability
and physical damsge in adequate amounts.

Lossen ' /.\ )

2. There were no major fires in the last fiscal year. Jacksonville
var dsmaged in the amount of $17,659 by Hurricane Dora on
September 9, 1964, (New Orleans suffered lecs than $50,000
damage as & result of Hurricane Betsy in the early part of
this (1965) fiscal year.)

b. The total emount of loss from a tank collapse at Adrian Joyce
Works was $77,037. Of this, $40,667 was direct property dsmage
and $36,370 was business interruption.

Jusurance Coat

a. 7Total Cost of Insurance premiums for fire and extended coverage
and vandalism on buildings, machinery, equipment and inventory,
Tlus use and occupancy (business interruption) and extra expense,
&s well as boiler insurance, was $3%8,850 for the past fiscal
year. (This figure should not be given out.) -
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VI. Other Major Functjons and Items
D. Fereign Business

- The Glidden Company

Offshore sales of the Parent Compeny, excluding those transacted

by the Export Division, aggregated $5,926,809 in 1965 campared

with $3,323,556 in 1964. The increase was attributed principaelly

to increased export sales of the Louisville Division ($3,965,903

vs. $1,664,984). Glidden domestic divisions realized $51%,596

- {B.7% of net sales) gross profit on these sales in 1965 campared
Cwith $377,447 (119 of net sales) in 196k,

den sales and met earnings in 1965

© Included in consolidsted Glid
“and 1964 were the following:

Net Sales

Glidden International, C.A. . _
(Including its subsidisries) $ 2,373,105 1,569,035

Export Division 3,677,698 3,425,743
Industrias Glidden de
- Puerto Rico, Inc. - _b,605,7h1 1,638,1k
ROTAL . pogsesd e
Glidden Internationsl, C.A. & (190,636) & 215,378
(Incinding its subsidiaries) a .
Export Division 221,055 268,275
Industrias Glidden de S : '
Headquarters Allocstions _ (320,908) _ (273,932)

The Glidden Company had one active fore licensee during 1965
and received a technical service fee of $2,360 compared with
fb:é‘éign technical service fees of $2,906 in 1964 and $13,236 in
1963. '
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Vi. Other Mejor Functions and Items -

D. Foreigzn Business - conbtinued

The Glidden cmmanx;

A direct stock 1nterest was held in the fol:.oving cempe.nies at
August 31, 1965.

R e X Net Book
i &2? S A L T ot
Consolidated - ’ :
The Glidden Co. Ltd.-Canada 100.0% $ 50,000
Clidden International, C.A. ~ 100.0 18,018
Industrias Glidden de Puerto Rico  ~ 100.0 &30 000
018
Unconsolidated - )
Fabrica Nacional de Pinturas, S.A. 15.1 -
Ciudba o
POTAL ‘ ' $318,018

1} ‘The Glidden Company, Ltd. (Canade) - Glidden holds 100%
(%,200) shares at o beok cost of $50,000, Shereholder
- equity at Avgust 31, 1965 was $7,161,444 (inciuding its
subsidiary, Walker Brothers Limited), which is included
in the consolidated balance sheet in the 1955 Annual Report.

2} Glidden International, C.A. -~ Glidden holds 99 shares (one
held by The Glidden Company, Itd. - Canada) vhich represents
effective 100§ control. Consolidated sharehclder equity at
August 31, 1965 and 1964 is showm below:

Av +t L
x - . 1 1

Glidden International, C.A. 2,265,113 $a,h53,931+
Ceneral Paint Co. de Mexico, S.A. 88,137 L
Glidden Panama, S.A. : 71;,318 '59,'{83
Febrica de Pinturas Glidden, S.A. o

Panams, . ll:s,go'z : 6,!;9!6;
Glidden Chemie GubH 3,653 1,1

it B
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vi. Other Ma‘lor I\.mct:aons and ;

D

g cre ;g; Business - continued

- Ihe GAM ,

) Industrias Glidﬁen e l’uerbo Rico, Inc. - At August 31., 1965,
‘Glidden held 25,000 shares representing all the shares issued
and outstanding, at a value of $250,000. This company .was

crgenized in fiscal 1962 o be availsble as e holding end/or
operating compeny for the verious Glidden cpeyations in
Puerto Rico. Operations at August 31, 1965 included the
Puerto Rican paint branches and as holder of (idden's 100%
interests in Trans-Caribde Supply Company (plumbing supply
business), Reliable Wakter Heater Cocmpeny, Incorporated,

{wster heater menufacturer) and P. R. Obrs, Incorpcratad
{paint contracting) which are &1l located in Puerts Rico.
There has been no direct payment for equity in Trans-Caribe
and Relisble since such payment is dependent on future profits.
Glidden's original loan of $500,000 was written down to $209,3hL
during 1963. A further write-off to $195,727 was made in 196k.
Owing to Industriss Glidden &t August 31, 1965 was an additional
§714,000 by Trans-Caribe Supply. With regard to P. R. Cbra,
this paint contracting firm wvas acquired in January and
February 1965 and S00 shares representing all the shares
issued &nd outstanding are held by Industrias Glidden de .
Puerto Rico at & value of $47,000. All of these companies
vere consolidated at August 31, 1965 with the operations of
Trans-Caribe and Reliable being consolidated initially at
August 31, 1964 and P. R. Obra in August 1965. The water
heater business (Reliable) is to be disposed of during fiscal
1966 due to unprofitable results experienced thus far. ,

4) Fabrica Nacionsl-de Pinturas, S.A. {Cube) - Glidden holds
31,421 shares which represented & 15.1% interest. The company
wves intervened by the Cuban Govermment in October, 1960.. Both
¢lidden and Glidden Internatonal were adequately provided to
cover the rather npminal accounts receivable balances out-
standing. Since the shares were acquired by. Glidden at no
direct cost, no investment loss was suttered through this
intervention. -

Gljidden Internatioml, c A

At August 31 » 1965, Glidden International, C.A. acted as & holding

company for the stock of $lidden's foreign subsidisries except for
The Glidden Cauwpany, Limited (Canada); Indusirias Glidden de Puerto
Rico, Inc.; and Fabrica Nacionel de Pinturas, S.A. (Cuba). Data:lls
of the direct stock interest are ahmm oo page 39. - )

In addition to acting es a hold.ing compe.ny, the Belgie.n branch of :
the Ceopany commenced frit manufacturing operations in 1964 in Bruges,
Delgiwm. To extend frit operations into Spain, two new emzpanies uere :
incorporated in May 1965: ]
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VI. Other

:;Dr

Najp_z; Funct ;ons and. Items
' goreigg Business - ‘continuea

@i ;de ;nt rna.tioualg C.A.

(a) Indusiries Clidden de Espane., 8.A., an
inactive manufacturing subsidiary and

{b) Glidden Iberica, S.A., & marketing subsidiary,
Operetions of Glidden Iberica were consolidated
with the Bruges operation at August 31, 1985.

The sha.et; galvenizing company in Guate:ml.a, Galvanizedors Centro-
Americana, S.A., vhich was established in 1964, completed the con-
struction of its plant during fiscal 1965 and manufacturing has
begun in early fiseal 1966. GICA held 45% of the issued and out-
standing cepital stock at August 31, 1965 at & value of $270,

Glidden Internatianal, C.A. had tventy-tvo active i’oreign ‘licensees
and received $321,428 in fees from these sources in 1965, ccmpamd
with $336,155 in 1964 (twenty~-three ueensees)

In 1665, for the fourth year, Glidden International, C. A. was

wnso1idated with The Glidden Ccmpany for reporting purposes.
Sales ard net profits after foreign income tax are showa below:

ésales_ (Amomts irn thousands) 1965 196k 1963
/ ; A .

Bruges , $ 800 $ 265 $ (a)

Export Office (b) ibi 3,273

Puertc Rican Branches {c) ¢ 1,460

Panuma . TT6 550 458

Yexico 197 5k 6h2 :
TOTAL ‘ ‘ w 1.55.6.2 §54_33. :

Sold to The Glidden Company (U.S.) on Sepbanber 1, 1963

ga) - First started opera.tions in 1964
- Scld to Industrias Glidden de Puérto Rico, Inc. on Septanber 1, 1963

P
L
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V1. Other Major Functions and Items e
D. Foreign Business - continued R
~ Glidden ’;ntgmtional CA. R
Export Office ib} 213
Puerto Rican Branches 106
Panams 66 o
Mexico ( ) (9 1
OPERATING TOTALS $(h28) $(180) - $ 370
Clidden Chemie | 25 73 131
Int'l. Licensee Income 321 336 52
Other 0 . _{6) SE_!L
SUEIOTAL F{52) i3 FBNT
Intracampeany Dividend (139} (8) (201)
Elimination — R
TOTAL GICA _$(a01) $ 215 $ g6

- First stsrted operstions in 1964
b - So0ld to The Glidden Compeny (U.S.} on September 1, 1963
- Sold to Industrias Glidden de Puerto Rico, Inc. on September 1, 1963
Glid.den Intemational, C.A, funds have been provided from accmulated
earnings, bank borrowings, and borrovings from related companies.
Auvgust 31, 1965, the following were borrowin.gs outstending :

The Glidden Company

‘ 1Yo Glidden Panama S.A. $ 156,000
Mo Febrica de Pinturas, S.A. (Pa.nam) ,
To Glidden Intexrnational, C.A. . . = 250,000
The Glidden Company, Itd. (Canads) 730,500
Industrias Glidden S.A. de C.V. (}Iexico) 25,000
Bangue de Bruxelles (Belgium) 150,000
Bangue Lambert (Belgium) . 450,000
First National City Bank {Belgium) 300,000

Indystries Glidden de Puerto Rico, Inec. : :
To General Paint Company de Mexico, 8.A. 448,500
To Glidden Chemie CGubH Lhk,037
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VI. Other Major Functions and ftems

D. Foreign Business (Cont'd)
Glidden’ Intefn.aﬁiénal, C. A o -f; L

Glidden Internat:loml, c. A. lnd thirteen 'hauking associationa at

‘ Hihn, Itchr

“Ban Bruxe “Bruges, Belgium
Chase Manhattan Bank , Frankfurt, Gerwsny
Chase Manhiattan Bank . Penamn City, Pamsma
Banco de Comercio . . Mexico City, Mexico
Eanco de Comercio Ceracas, Venezuels
Commerzbank Dusseldorf, Cerzany
Pirst Fatiomal City Bank Panama City, Panamn
Banque Ianbert Brusgels, Belgiw
Uzion Comrerece Bank " Claveland, Ohio
First Xational City Bank Brussels, Belgium
Banco de Bilbao ’ Medrid, Spain
Banco de Commercio de Tijuana, Bajs, Cauforhia,

Bajs, California, S.A. . Maxico

At the end of the fiscal year, a direct stock interest ves held in
the following compenies:

% of ~ Fet Book ~
Home Interest - Cost
: / J
Consolidated . ‘
Glidden Panama, S.A. (Panama) 1008 $ 20,000
Pabrica de Pinturas Glidden, ,
. 8.5, (Panams) . 100 25,000
General Paint Co. de Mexico, , ‘

" S.A. {Mexico) 100 . 246,356
Glidden Chemie CubE (Germany) 100 290,000
Industrias Glidden de Espana, S.A. .

{spain) 100 2,250
Glidden Iberics S.A. (Spain) - '
(Held by: GXCA 50%, IGESA 50%) 100 2,250
Total Consolidated o ﬁ&;&ﬁ -
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Othear !vsa.jor Functions amd ‘Itcm

/

D. Fcre‘gn Business (COnt'd)

Gudden Intemational, C. A.

% of Fet Book

" Rame : Interest ~ Cost
Unconaolidated o : o
. 7 Glidden Curecao N.V. (Curacao) 100% - § 200
- Trdustrs B S.A. de C.V. {Mxico) = 100 32,000
" “fohihtars Sepgyo Kaisha Itd. (Japmn) 2.24 70,064
 Pintures Ecvatorisnas S.A. amd

: Distrituidora Americanas C.A. (Eeusdor}  33-1/3 62,837
Pintwres Centro-Americanss {c::am Rieca) - 60 181,268
Pinturas Contro-Amsricanss (Cuaterals) &k 307,472
Red V Coconut Products Ltd. (FPhilsippinse) 4 - 47,000
Sekisan Paint Mfg. Co. (Japen) 25 _ 69,500
Clidden-Salchi S.p.A. (Italy) 51 1,005,000
Shave Holdings Limited (South Africa) 10 19,050

Galvanizedora Centro-Americana, S.A. L
{Guaternla) 4s 270,000
lackverke Wulfing GambH & Co. (Gerzany) 33-1/3 1,237,500
Plastikart, Ltd. (Costa mca) . 5 IO -8 5 ¢

Compegnia Tecnics-Imprese . . :

Vernicia Tura S.p.A. (xtaly) 51 245
. o | $ 21204253

Bty

/

(3)

3lidden Pan&m, 8.A. - Glidden Internationtl, C.A. held 1,000 shares
representing 1009 control. The company wwms operating as a paint
branch snd wan carried at an invesiment ccst of $20,000. The company
eagned $7%,318 in 1965, compared with $59,783 sn 196%. In addition
to purcbasss -from U.S. paiat plants, th: company is also supplied by
a sister can:pany, Fabrica de Pinturas Glidden, 8.A.

Fabrica de Pinturas Glidden, S.A. firat started operations in 1964
supplying part of the peint needs of Glidden Paname, S.A. Glidden
Znternntional,: C.A. holds 1,250 shares of stock, representing 100%
control. - The retained profit of this company, after deduction of
certain expenses (principally interest on its indebtedness to The
Gliddzlx: Company) emounted to $los,2o7 in 1965, cmred 1o $6,ls9h
in 19 S

General Paint Company de Mexies, S.A. - cnuw Internstiam]., C.A.
held all 50,000 issued and outstandina shares of stock of this company
having & met book cost of $246,356. The coupany incwrred & net loss
of $7,580 in 1965, compered with & net loss of $8,963 in 156%.
Deteriorating prices in the Mexican paint market, increased raw -
eaterial prices, and & technical service fee arrangement with . .
Im:i:ﬂ“ Glidden de Puerto Rico, Inc. eontrtbuted to the unfavorable
results. :
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Other Major Functions and Items

D. Fereign Business {Cont'd)

Glidden Intemtional, c. A.

(%) Glidden Chemie GubH (Gemny) This cemn hold:tns company.
wes formed in fiscal 1961 to hold Glidden International's
ove-third interest in Lackwerke Wulfing GedH & Co. Chamide's
“““capitalization represented approximately one-fifth of its invest<
 ment in Wulfing. The reminder of Chémie's investment in Wulfing
© origidally was financed through loats from Glidden Xuterzatisual,
C.A. but &n April 1963, $45L4,03T of this financing was ‘transferred
~ to Iadustrias Clidden de Puerto Rico, Inc. Xn fimcal 1964, the
then-remaining financing of $356,000 wis transferred to Glidden
Panaze, §.A. apd an additiona) $150,000 finaneing vus extendsd to
Chemie by Glidden Pa.na.ua

(5) Industrias Glidden de Bspma, 5.A. (Spnin) - This imactive manu-
facturing subsidiary wes formed in My, 1965 for future expansion
- of frit operations into Spain and Portugal. ALl 20 shares of out-
ata.n'nn.g comaon stock are held by Glidden International, C.A. at
s value of $2,250. The extent of its cpervations at August 31, 1965
was £o hold a 50% interest in Glidden Iterica, S.A.

{6) 6lidden Tveries, S.A. (Spain) - This company was forzed in May,
1965 primarily to market frit in Spais ani Portw Giidden
International, C.A. holds 10 shares (50% of shares issusd and
outstanding) at & value of $1,125. The remaining 10 shares are /\
held by Industries Glidden de Espana, S.A. and also at & valus of
$1,125. Operations of this ¢ompany were cousonda.ted vith Penco-
. Bruges branch of Glidden Internetional, C.A.

(7) Glidden Curacao K.V. - Oudden International,0.A. held all tventy
sheres of the outstanding stock of this compeny with & met book
cost of $200. The compsny was used in 1962 to recieve téchnical

- service fees from Group Developments, Ltd. of Engiand. 1t cwrrently

is holding $25,000 from British Paints as deferred technical service
fees pending outcoms of the Ford Development work. In fiscal 1965
tzchuicel service fees of $182 were also recieved from British
Painta. . , .

{8) ZIndustrias Glidden S.A. deC, V. (Mexico) - udden International
heid all 20,000 outstana.ing shares and this investment vas carried
8t 1ts cost of $32,000. This corporete entity has never assumed .
;a ogeerating status. Shareholders’ equity ot Ausunt 31, 1965 wtaled
33,965

(9} 1Ishinara Songyo xa.iaha, 1td. (Japan) At Ausmt 31, 1965 Gndd.en
Interrational, C.A. held 1,345,222 shates of this company's stock, . . .
a 2.24% interest. These shares are carried at a net cost of $'{0,06h, o
ths cost of an allotment of 50%,458 shares acquired on November 1,
1962. The shares now held had & market value at August 28, 1965 ... .
of $302,675. A dividend of $14,873 vas recieved by Glidden Intar- fre
naticnmal, C.A., in 1665.
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Ot.hax: ¥ajor Fzmctions and Items

D. Foreign Businens (Cont'd)

cmdaen Intermtional, C. A

.(103 Pinturas Ecvatorianss S.A. end Ds.stribuido"'o. Amri.cnm c.A. )

(Rcusdor) - Glidden Internationsl, C.A. holds & ccwbined 320 sheres

kmp*eaenmn.g a2 one-third interest in both companies at & cost of
$62,837. At August 31, 1965, Glidden Intermational's shave of
stockholder equity was approximately $28,T29, vith no &ividsnd
being received during fiscal 1965.

{11) Pintures Centro-Americanss Costa Rice, Itdn. - On Hovember 25,
196k Glidden International, C.A. purchased an sdditions) twenty .
shares of common stock of the coupany, resulting in a sixty por
cent ownership st a cost of $181,268. Intormational’s share of
equity at August 31, 1955 aggregated $238,7h1. At August 31, 1965,
‘Pintica hed & loan of $17,500 from Glidden Xauternatiomal, C.A.

s
B

Pintwrss Centro-Americanas (Guatemsla) - During 1565, an edditional
twenty shares of common stock were subscribod to by a third party
which vesulted in Glidden Intermationsl's interent becoming 64.0%
at yeas and 1965 as follows:

Bumber of Stares CICA Ret
GICch Cthere . Book Cost
Avgust 31, 196h &0 %o $307.h72
Additiona). Stock subsceription/ J
by thixd partien - 20
| Bz 30 {PLEE

Glidden Internetional's share of sharehelder equity at Au;gu.st 3.1,
. 1965 (on an August 31, 1965 ovnership 'onaia) was $571&,

(13} Red V Coconut Products Ltd. (Philippines) - Glidden Intemuoml,
C.A. h2)d 1,200 shares, a 4% interest, at August 31, 1965. The
investment was recorded at our cost of $47,000. International's
shaxe of the stockholders' equity at December 31, 1964 was $46,966.

(14) sekican Puint Mfg. Co. (Japan) - Glidden Internatiomal, C.A
scquired 50,000 shares of common stock, & 254 interest from
Sekizen on Noverber 29, 1962. Tae stock was received in exchange
for technicsl service incoms end has been recorded st no cost.

On Pebruaxy 8, 1965, Glidden International, C.A. purchased an eddi- =

tionsl 50,000 shores of common siock at & cost of $69,500 in order
to maintain its 25¢ interest. At March 31, 1965 Glidden Intamtion-
21's equity was $168,395.
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VI. Qthex Mijor Fusctions end Jtems

D. Poreign Businsag - (COnt‘d)

Indwn:rias cudde.n de Pucrto Rico, Inc.

Othar comments conceming Tndustrias Glidden de Puerto Rico, Z’me.
be found on Page. 1!0

o .,ale., of .Ir.dwawrw.ﬂ in 3965 sxounted to #a,«:os,‘am. tmd net ;‘*ofits wre
¢ {83,420}, Opurnting resuits of years before 1984 were reported with
thcae of (iidlen Intsrnational, C.A. Operaticns of Indnstrias' three
‘active subeidiaries, Trans-Caribe Supply Company, Reliable Water Hester

apd P.R. Obre, Inc. were gonsolidated initially dwring 2icenl 1865.
Consolideted ret sales and net profit ware =e follows:

¥et Seles {(Amounts in thousands) 1965 - 196k
Puerto Ricen Paint Branches ‘ $L, 79 % $1,638
Trans-Caribe Supply 2,203 1,531 {b)
Reliable ¥Weter Heater 195 )
P. R: Obra hg% ¢ ""i(;%
& Fet of in%ercompeny seles to P. R. Cbra
Het Profit (after foreign income texes) o
~  Puszio Rinan Paint Branches $ 106 $ 125
Trang-Caride Supply 48 , 51 - Eh)
Reliable Water Heater gm; 1 - (b)
P. R. Obra g0 (az
Inusirias Hesdquarters 2' _
< - $ Z §3) $ 181

éag - Cempeny seguired during fiscal 1965
- Not consolidated at August 31, )

Industries Glidden funds bave been provided fm borrowings fron: related
ﬁom:xmies. At August 31, 1965, the folloving ware bor‘mrinax outstanding:

. The Glidden Company
To Industries Glidden de Puerto Fico $ 2,487,500

To Prans-Caribe Supply Cowpany
To Relisble Water Heater Manufacturing Co. 3.00 000
: ' $ 3,857,500
Zadustrias ¢1idden de Puerto Rieo, Inc. had three banking wnocmtiona
at Avgust 3L, 1965:

| First Estional City Bemk  Hato Rey, Puerto Rico
" Unlon Commerce Bank Cleveland, Ohlo
Royal Bank of Cansds - Eato Rey, Puerto Rieo

As menticned earlier, Industrias had 100% oimmhip of Trans-Caribe -
Supply Company, Reliable Water Hester Manufacturing Compeny, and

P. R. Obre, Ins. The stock of Trena-Caribe Supply and Relisble Vater
Heater was carried &t no net book valug, whereas P.R. Obra reprsents’ u
$47,000 investmeat on Industriss' books.
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VI. Other Major Pinctions and Items

b,

Voreim Business (Cont'd)

Glidden Intenmtional, C.A.

{(15) Glidden-Salchi S.p.A. (Italy) - As of May 31, 1963, Glidden
International, C.A. acquired 13,995 shares of stock for 51% interest
in this Itelian paint manufacturing plant. The investment was
recorded at its cost of $1,005,000. International’s share of
stockholders' equity at August 31, 1965 vas approximately $335,599,
excitding audit adjustments pending final report from Arthur
Andarsen in Milan, She financial statements of this company have
not been corsolidated with those of Glidden Interanticmal, C.A.

{16) Shave Holdings Limited (South Africs) - In July 1963, Glidden
Internationsl, C.A. received 4h,600 shares of this company (10%)
canership ss down peyment under taims of a techniial service
agraement. In fiscal 1964, Interaaticanl recognized as cost of

_theze shares o 9¢ withholding tax peyment amowntiag to $19,050
on & dividerd paid in December, 1963. At June 30, 196% Glidden
Ixatezmt;&onal“s equity vas $186,0?+3. 1965 equity not amila'ble.

nr.) Galvanizadors Centro-Americana S.A. (Guetemsls) - Iate in iscal

©1g8h, Por cash and notes, Glidden International, C.A. purchased
- 2,700 shares of this corpany (45%). With Japanese technical
" ¥mow-hov amd machinery, a8 hot-dip sheét steel galvanizing plant
has bean erectea and operations tn.w' ’begm in Septemb;r, 9§$.

(18) Imckwerks Wulfing GubH & Co. (Germy) Glidden Intérnstional,
through Glidden Chemie, hollls a one~third interest in this coupsny.
In 1954, additional equity capitel of $150,000 was investsd in
Wulfing, bringing International’s total investment to $1,237,500
€¢1i3d=n Chemic share of partuership equity et Avgust 31, 1965 s
$1,155,7556. The difference betwesn equity and net investmenrt cost
vaos occasiored by side payments to the Wulfing family for the
exceus of fair value over book valne of apseta, goodwill, end agree-
ment not to compete. Chemie's share of the understatemant of fixed
astiets was calculated to be $250,000.

(19} Plastikart, Ltd. (Costa Rica) - On Juns 25, 1965, Glidden Inter~
netionel purchased ten shares for $2,117 which represents 5% = -
interest. Ninety percent of the outstanding sharsi are heid by
Pinturas Centro-Americanas Costa Rica, Litda. which gives Glidden
Internaticnal a controlling interest. The company mmnufactiures
and salls fidbre glass reinforced plastic products. At August 31,
1965, Glidden International’s share of equity was $2,189

(20) Compegain Tecnica-Imprese Verniciabure, .p.A., (c.r.x V.E.R.)
(Italy) - This comprny wes formed December 30, 1964 to perform = .
industrial and maintenance peinting sérvices on & contract basis,.
Glidden Internstional holds 51 shares of common stock or & 5i% .
interest. On March 12, 1965, $2i5 vas invested by Glidden Inter-
natioml, whose share of equity at March 31, 1965 wvas $(16,904).
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VL. Otlter Mijor I»‘tmctiei_:;ﬁ _‘a.'pb.:'\xte;»:g\ |

E. wisuellanoous

Copi € the Annual Report this year was 30 conts each which was b cents
T rgze thun last year.  However, our Annual Report costs rermin lower than
compomies of cormwieble size. Our 1964 Amnusl Report was Judned firet

in She Padnt azd Ceatings Ivdustry by Pinsnciel World.

D. B, ERH
Distribation:

¥r. Dwigkt P. Joyce
Mr. B. W. MHsxey
Mr. W. G. Frillips
Mr. P. W, Heidhardt
Mr. R. ¥. Patierson
Mr. R. K. Dutton
¥r. G. W. Reid

¥r. R. E. Dorfmeyer

Mr. R H. Xng
¥r. E. D. Fitd
Mr. C. P. Pitregerald -
/T
/
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