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Highlights of 1982 Allied Corporation

In 1982 Allied...

® made the thir_d_highest profit in its history

® agreed to acquire The Bendix Corporation and acquired '
a large minority interest in the Martin Marietta Corporation

® increased domestic oil and gas reserves
by 38 percent through an acquisition

® established two new operating companies
to expand its electrical electronic businesses

® continued to increase R&D spending and
funding of oil and gas exploration

® improved productivity, reduced costs and cut working capital
needs to position itself for faster growth when the economy recovers

1982 1981 1980
Ne $6.167 $6407  $5519

ne 272 348 289
Nt saminas 6.22 9.17 8.15
( de 2.40 2.35 2.15




Letter to Shareholders

Merger Approved

Earnings Balance

Productivity Improved



Edward L. Hennessy, Jr.

R&D Rises




This is Allied

Chemicals Fiber$ and Plastics

incipal products

Markets Industries



Oil and Gas Electrical and Electronic Health and Scientific



Chemicals

Sales in the chemicals segment
were $1,296 million, a 19
percent decrease compared to
1981's $1,594 million. Income
from operations was $16
million, an 89 percent decrease
compared to 1981’s $148 million

Savings Realized

Other Programs




Soda ash has been successful in reversing the effects of acid rain

in this Adirondack Mountains lake, the initial phase of a long study by
the company's technical service representatives at Syracuse, New
York, and the state's Department of Environmental Conservation




Fibers and Plastics

Sales in the fibers and plastics
segment were $1,111 million, a 7
percent decrease compared to
1981's $1,195 million. Income
from operations was $93
million, an increase of 27
percent over 1981's $73 million.

HDPE Improves

A New Feature

Products Introduced



Carpet of Anso IV nylon fiber is finding increased use in
prestige installations subjected to high traffic, such as the
Fashion Gallery Fur Salon at Bullock’s Beverly Center, Los
Angeles. The carpet is Fabrica’s “Chenille” in desert rose.
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Oil and Gas

Sales in the oil and gas
segment were $1,992 million, a
4 percent decrease compared
to 1981's $2,068 million. Income
from operations was $486
million, a decrease of 15
percent compared to 1981’s
$570 million.

Exploration Expense Up

Foreign Production

Gas Processing
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One of the most active development programs in Union Texas
Petroleum’s history is under way in the San Juan Basin In

New Mexico. Shown is one of the wells that Union Texas completed
there in 1982. UTP plans to drill 120 wells in the area in 1983.
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Electrical and Eiectronic

Sales in the electrical and
electronic segment were $882
million, a 7 percent increase
over 1981's $825 million. Income
from operations was $3 million,
compared to 1981's $33 million.

Electronic Components

Information Systems before, and the division was able

enthale t e 198



Before shipment to customers, fiber optic connectors
undergo a final inspection at an Ampheno! facility at Danbury,
Connecticut. This computerized machine checks the diameter
and concentricity of a hole finer than a human hair




Health and Scientific Products

Sales in the health and
scientific products segment
were $505 million in 1982;
income from operations was
$19 million. Fisher Scientific
Company, which constitutes
this segment, was acquired
effective October 1, 1981

New Products

New Cataloy

14



For the physically handicapped, Fisher Scientific has
introduced a portable, self-contained science station which
is adaptable for biology, chemistry or physics studies. The
unit above is at Southern Connecticut State College




Technology

R&D spending increased
from $152 million in 1981 to $186
million in 1982.

Company Acquired

Commercialization

Serving Old and New

16




Developed by Allied research, bipolar membr

possible applications in chemical processing, |ncluding
reclaiming chemicals from industrial wastes. The membrane
one of which is inspected here by Dr. K. N. Manl, are
undergoing evaluation in full-scale pilot operations
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Corporate Responsibility

in 1982 the Corporation,
together with the Allied
Foundation, contributed $3.8
million to educational
instututions and community and
cultural organizations. In
addition, the Company spent
about $250 million on programs
related to environmental
protection, employee health
and energy conservation.

Value Out of Waste

Safety Improves
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Gregory MclLeod, a plastics laboratory technician, joined
Allled about two and a half years ago after training at Technical
Training Project, Inc., a private, nonprofit organization

th:at trains youths for technical careers in sclence.




he Bendix Corporation, now
a subsidiary of Allied, is one

of the nation's leading manufac-
turers. In 1982 the company, whose
fiscal year ended September 30
had revenues of $4 1 billion-the
second highest in its history—-and
income from continuing operations
of $138 million

The year 1982 was the first year
out of the last 12 that Bendix reve-
nues and income from continuing
operations failed to set new records
In the period from 1971 through
1981, revenues climbed from $1.4 to
$4 4 billion, while income from con-
tinuing operations rose from $39 to
$205 million. The merger will en-
hance Allied's profits in 1983 and in
the years to come

Founded in 1924 by Vincent
Bendix, who ten years earlier had
invented a starter device that elimi-
nated the need for hand cranking
automobile engines, Bendix today is
a respected force in the aerospace-
electronics, automotive and indus-
trial markets. Many of Bendix'
products fit weil with those pro-
duced by Allied. More importantly,
Bendix opens the door for expan-
sion of some Allied businesses,
particularly in the sale of electronic
products to government markets

William M. Agee is chairman
and chief executive officer of Bendix

and has been elected president of
Allied Corporation and a member of
its Board of Directors. Alonzo L
McDonald is president of Bendix
With headquarters in Southfield
Michigan, Bendix has some 85 divi-
sions, subsidiaries and affiliates
and employs over 61.000 people
around the world

Bendix' Aerospace-Electronics
Group, with headquarters in
Arlington, Virginia, provides prod-
ucts and services for commercial
military and general aviation mar-
kets worldwide and for America’s
defense and space programs

In fiscal 1982 the group's reve-
nues amounted to $1,585 million
and operating profits totaled $161
million. The major portion of this
business is with the U.S
government

Bendix A Pioneer
Automatic flight control systems
pioneered by Bendix more than 50
years ago, are part of an extensive
list of products which the company
provides for the aviation industry
Others are aircraft wheels and
brakes,; airborne radar systems;
communications, navigation and
identification equipment; electric
power generating systems, ignition
and fuel control systems; electro-
mechanical and hydraulic
components; engine and flight in-
struments; motion sensing and air
data systems, and test and check-
Ou: equmem

For space and nonaviation de-
fense programs, Bendix provices
systems for guidance and control of
missiles and space vehicles; fuel

controls and electric-generating
and navigation equipment for mili
tary ground vehicles; acoustic
submarine detection equipment
test and checkout equipment
precision components for tactical
missiles, and field engineering
management and support services

In 1982 the Aerospace-Elec-
tronics Group mairtained at record
levels its investment in research
new product development and capi-
tal programs which are expected to
benefit the group in the mid-'80s
and beyond. The projects included
the continuing development of
cockpit avionics, brake systems
and hydraulic actuators for the
Boeing 757 and 767 jet transports,
which are expected to reach sub-
stantial production levels by the
middle of this decade, and avionics
sensors, electronic cockpit displays
and advanced electrical generating
systems for the growing commuter
and business aircraft markets

Bendix' Automotive Group
with headquarters in Southfield
Michigan, supplies systems and
compenents to domestic and for-
eign manufacturers of cars, light
trucks and heavy vehicles, and also
supplies a variety of replacement
parts

In fiscal 1982, automotive
operations' revenues totaled $1,968
million and operating profits
amounted to $169 million
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Leader in Brakes
Bendix 1s the world’s leading inde

pendent producer of automotive
prake systems. in agait to brake
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Automotive Group's sales, consist:
of replacement parts for car and
truck brake systems, plus Fram air
oil and fuel filters and Autolite spark
plugs. Fram and Autolite have i

portant market positions in tf
aftermarket

E‘("TT X woridwige automotive
business Is about evenly divided
between U.S. and international mar
kets, primarily in Eurg

A number of innovative prod
ucts are contributing to the group’s
technological reputation. They
clude an electronically
diesel fuel injection system whict
has been licensed for production, a
miniaturizeg power steer ng valve
and a newly designed power brake
booster. In 1982 the group began
production of new Autolite copper
core spark plugs that provide higher
efficiency and longer life than con
ventional plugs, and of ar: electroni
fuel injection system for o
newly introduced U 3

Bendix' Industrial !
headquarters in Clev
manufactures machine tools and a
variety of other production equip
ment and systems primarily for the
metalworking industry. The group
had revenues of $560 million in
fiscal 1982 but cperated at a loss
because of a sharp drop in demand
in most of the more than 40 product
markets it serves

With the acquisition of Warner &
Swasey in early 1980, Bendix be
came the nation's second largest
machine tool company. The Indus




Allied Allled and Bendix Combined  Allied Allied and Bendix Combin d
$6.2 billior $10 3 billion $598 million $921 million
industrial
and Other =
Automotive "%
Health and
Sclentific
Health and Products
Scientific
3% Electrical, -
Electrical and Aerospace "%
Electronic "%
et FiDOTS and Fibers and
'—mo:;tmr\ | Plastics 5% Plastics 0%
"":."I""“' = +— Chemi 3% Chemicals ">
Products 5%
Electrical
Electronic '4%
+— Fibers and
Plastics 5%
——m——t— Chemicals ’ % Oll and Gas 5% Oll and Gas 53%
Ol and Gas 5%
WO
Operations 3%

trial Group supplies automated
transfer, material handling and as-
sembly equipment; computer-
controlled turning, grinding, boring,
cutting, bending and shearing
equipment; automatic gauging
measuring and inspection equip-
ment; flexible machining systems;
computer-control systems, and pre-
cision cutting tools and machine
accessories

Other operations produce tele-
scoping-boom hydraulic excavators
and material handlers for a variety
of construction and industrial mar-
kets and piping systems for the
power-generating, refining, pet-
rochemical and other processing
ingustries

To improve its position in factory
automation and flexible manufactur-
ing systems, the group recently
concluded several technology
agreements with European and Jap-
anese companies and is investing
heavily in internal development of
new automation products

Interest in Marietta

In the same series of transactions
that resulted in the Bendix merger,
Allied acquired 39 percent of the
common stock of Martin Marietta
Corporation. Formed in 1960 and
based in Bethesda, Maryland, Mar-
tin Marietta is a diversified company
with six business segments.

The company increased both
its sales and earnings in nine of ten
years ending in 1981. In 1982, sales
of $3.5 billion continued at a record
level, earnings fell to $91.6 million.

Its aerospace unit, the com-
pany's largest, is a high-technology
operation involved in the design,
development and manufacture of
major defense and space systems
such as the giant external expend-
able liquid fuel tank and other
systems for the space shuttle, the
Titan Ill space launch system and
systems for the MX missile program.
Its other business areas include alu-
minum, cement, chemicals, construc -
tion aggregates and data systems.
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Consolidated Statement of Income

Consolidated Statement of Retained Earnings
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Consolidated Balance Sheet

Liabilities

Preferred redeemable stock

Adjustable Rate Series E Cumulative Preferred Stock (he

Common stock and cother shareholders’ equity

669
(10)
(48)

1,402

2,013

$6,272




Consolidated Statement of Changes in Financial Position
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Funds from operations

(119)

535

217

(148)

86

690
Financing transactions
P S e : 1,194

137
131
(288)
1,174
Funds required for capital additions and other changes
' ' 3¢ x and Martin Mariett (1,194)

Increase (decrease) in cash and short-term securities

*Analysis of changes in working capital




Management’s Discussion and Analysis

b

1982 Compared with 1981

Financial Condition

Income from Continuing Operations

Return on Assets from Continuing Operations
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former Supron properties) entered into by the partnership
and with the issuance of Money Multiplier Notes (zero
coupon) for which the Company received net proceeds of
$98 million. The Money Multiplier Notes financing was
completed in May 1982 with future payments comprising
principal and interest in the aggregate of $450 million
however, because the Notes have serial maturities, at no
time during the life of these Notes shoula the aggregate
liability exceed $229 miliion

During 1982 the Company spent $524 miilion for
capital expenditures versus $609 million in 1981
representing a 14 percent decrease. Funds for the capital
expenditure program came mainly from operations
Spending was allocated to the various business segments
as follows

—e e 8 Y
% of % of
arsinmiions)  Amount Totsl Amount Tota
Chemicals $103 20% $'36 3%
Fibers and plast 74 14 81 13
ing gas 249 47 317
£ i € r 60 1 38 o]
. ang sCie [ 9 2 P
perat sa
allocated pora 6
00%
T 3 € de capita
Prog g\ pany an eq S J
The Company's total capital spending in 1983 is
currently projected to approximate $650 million, including

$150 million by Bendix

n 1982 the Company sold investment tax credits
and Accelerated Cost Recovery System tax depreciation
deductions, relating to 1982 capital expenditures, under
the provisions of the Economic Recovery Tax Act of 1981
for $29 million

) 1982 the Company repurchased more than
2 4 million shares of common and preferred stock for
$93 million under previously announced repurchase
programs. The Company has authority to repurchase up to
an additional 0.3 million shares of common stock and up to
the total outstanding number of shares of Series D
Convertible Preferred Stock (at December 31, 1982
1.5 million shares were outstanding)

The Company's long-term debt and capitalized lease
obligations decreased by $157 million, from $857 million to
$700 million, because of the effect of two exchanges of the
Company’s common stock (more than 3 million shares were
issued) for outstanding indebtedness, the repurchase of
debentures in the open market and the classification of
notes due April 1983 to current liabilities

In December 1982 the Company acquired, in a two-
step transaction 55 percent of the outstanding common
stock of The Bendix Corporation and obtained

Research and Development Expenditures *

Distribution of 1982 Revenue Dollar

&

[§

Data eiat ng !0 the above .7’7-6"& are [,"E‘S;:'Zl n page 43
approximately a 39 percent equity interest in Martin
Marietta Corporation. Bendix, which upon consummation
of the merger of Bendix and a subsidiary of Allied (Bendix
shareholders approved the merger and the Company's
shareholders approved the issuance of more than 15
million shares of common stock in connection with the
acquisition, both on January 31, 1983) will become a
consolidated subsidiary of Allied Bendix had cash and
marketable securities of $148 million at September 30,
1982 (Bendix' fiscal year-end) and a ratio of current assets
to current liabilities of 1.0X. The low ratio of current assets
to current liabilities and the high level of long-term debt
at September 30, 1982, reflects Bendix' acquisition of
approximately 25 million shares of common stock of Martin
Marietta for $1.2 billion

Bendix currently has commitments under revolving
credit agreements with various banks totaling $490 million



pursuant to which borrowings of $424 million were
outstanding on September 30, 1982, and short-term
borrowing agreements with various banks terminating in
August and September 1983 totaling $709 million pursuant
to which borrowings of $440 million were outstanding on
September 30, 1982

At September 30, 1982, Bendix had $832 million of
long-term debt (excludes current portion for 1983 of
$90 million) outstanding with aggregate annual maturities
of $109 million for fiscal 1984 and for substantially reduced
amounts in each of the three fiscal years thereafter It is
anticipated that funds generated by Bendix' continuing
operations will be sufficient to meet its current liabilities.
exclusive of the approximately $440 million of short-term
borrowings referred to above Bendix anticipates that,
following the merger, appropriate arrangements will be
made with respect to these borrowings and $80 million of
other indebtedness which matures prior to March 1984

After the merger the Company and its consolidated
subsidiaries, 'ncluding Bendix, will have a ratio of long-
term debt to total capitalization of approximately 36
percent on a pro forma basis, 16 percentage points higher
than the Company's ratio at December 31, 1982

The Company has set a goal of reducing its
outstanding long-term debt by approximately $300 million
As a result, assuming the Companys total capitalization
otherwise remains at a constant level, the ratio would be
reduced to the 33-34 percent range, a level which the
Company be.: eves would be consistent with maintairning
the credit ratings accorded its publicly heid debt securities
prior to the merger. The Company currently expects that it
will be able to achieve this goal over a period of three to six
months following the merger through a combination of
liquidation of portfolio investments and reductions in
working capital requirements, any of which could come
from either Allied or Bendix

In the longer term the Company intends to reduce its
long-term debt further by seeking joint venture partners for
its soda ash and fertilizer businesses, sales of real estate
and other non-manufacturing assets and the divestiture of
certain operating businesses

See Note 2 of Notes to Financial Statements for
additional information relating to Bendix and Martin
Marietta

Results of Operations

Net sales in 1982 totaled $6 2 billion, a decrease of

$0 2 billion, or 4 percent, compared t2 1981. Excluding
recent acquisitions and divestitures, comparable sales are
down 10 percent, reflecting lower sales volumes as all

segments were impacted by the continuing effects of the
recession

Net income for 1982 was $272 million, or $6.22 a
share, compared to 1981's $348 million, or $9.17 a share
Earnings per share were affected by the issuance in the
second half of 1981 of preferred redeemable stock for
acquisitions which reduced the amount of income
applicable to common stock.

Depreciation, depletion and amortization increased
$35 million, or 10 percent, and selling, general and
administrative expenses increased $105 million, or
20 percent, reflecting the inclusion in 1982 of full period
results of Bunker Ramo and Fisher Scientific, acquired in
the second half of 1981. Excluding these acquisitions,

-depreciation, depletion and amortization was $15 million

higher, while selling, general and administrative expenses
were $13 million lower than last year.

Other income-net increased $68 million, mainly
reflecting profits from the exchanges of common stock for
debentures and the favorable effect of foreign currency
items.

The nonrecurring charge in 1982 of $11 million and the
net nonrecurring gain in 1981 of $29 million are discussed
in Note 4 of Notes to Financial Statements.

The effective tax rate was 65.1 percent, 1.2 percentage
points lower than the rate for 1981. The lower 1982 rate
reflects the impact of the debt/equity swaps and the
realization of tax benefits of $16 million relating to the sale
of tax benefits. In 1982 the Company realized the final
portion ($23 million) of the prior years' tax benefits to be
recognized under the 1980 U S.-U K Tax Treaty. See the
tax data in the Other Financial Statement Data for further
information.

The following discusses sales and income from
operations (adjusted) by segment: (Dollars in millions)

Increase:
Chemicals 1982 198! (Decrease)
Sales $1,206 §1594 $(298)
Income from operations (adjusted) 16 148 (132)

Sales volumes and income were lower for agricultural
products, chrome chemicals, soda ash, refractory
materials and tar products. The effects of the recession
have been most severe in those markets chemicals serve,
mainly agriculture, automotive, steel and housing. Fine
chemicals, fluorocarbons and sulfur products showed
gains over the previous year. Inventory reductions during
the year resulted in liquidation of LIFO inventory quantities
carried at lower costs prevailing in prior years. The effect
of the inventory reductions was to increase income from
operations by $10 million compared to an increase of
$22 million in 1981,

Increase/
Fibers and plastics 1982 1981 (Decrease)
Sales $1,111 §1.195 $(84)
Income from operations 93 73 20

Sales decreased because of the disruption of
operations at the Frankford, Pennsylvania phenol plant as a
result of a fire and explosion, lower export sales and lower



sales of engineered plastics and appare! fibers. Sales of
high-density polyethylene and home furnishings increased
Income was higher because of substantially lower raw
material costs and higher sales volumes for high-density
polyethylene, partly offset by the lower sales and margins
for engineered plastics and appare! fibers. In adaition
inventory reductions during the year resulted in liquidations
of LIFO inventory quantities, which increased income from
operations by $16 miliion in 1982

increase

Oii and gas 1982 1981 (Decrease)
Sales $1,992 32068 $(76)
Income trom operations (adjusted) 486 570 (84)

Sales and income were lower because of the worlg-
wide decline in crude oil prices, higher exploration
expenses and reduced demand for domestic natural gas
and crude oil. Higher sales of liquefied natural gas in
Indonesia and crude oil in Spain and Pakistan were partial
offsets. Inventory reductions during the year resulted in
liquidations of LIFQO inventory quantities, which increased
income from operations by $23 million in 1982

ncrease

Electrical and electronic 1582 1981 (Decrease)
Sales $882 3500 $57
Income from operations 3 33 (30)

Sales increased because of the inclusion in 1982 of
full-period resuits of Bunker Ramo acquired effective July 1
1981. Sales of Prestolite products and phototypesetting
equipment were below last year Income was lower
primarily because of the depressed phototypesetting and
automotive markets and lower margins for electrical and
electronic connectors, partly oftset by income from
electronic systems for transactior: processing

Increase
Health and scientific products 1982 1981 (Decrease)
Sales $508 §°20 $385
income from operations 19 10 -

This segment consists of the operations of Fisher
Scientific, which were acquired in the fourth quarter of
1981
Supplementary data, presenting some historical financial
information on an inflation-adjusted basis, is included in
Note 14 of Notes to Financial Statements

AN ORI ST B A R R St 2
1981 Compared with 1980

Financial Condition

At December 31, 1981, the Company had $181 million
available in cash and marketable securities for its
operations, versus $189 million at December 31, 1980.

At December 31, 1981, the ratio of current assets to
current liabilities was 15X, compared to 1.4X 2t December
31, 1980 The Company's short-term liquidity was much
stronger than this ratio indicates because the inventory

value on the balance sheet is significantly below its current
replacement cost. A significant portion of inventories is
valued on a LIFO accounting basis, which calculates
inventories at costs and prices at the time the Company
adopted LIFO. On an adjusted basis, the current ratio at
December 31, 1981, would be 1.7X, compared to 1.6X at
December 31, 1980. This ratio and its implications must
also be viewed in context of the Company's ready access
to cash through a credit agreement. Under the 1980
arrangement. the maximum amount available was
$600 million. In 1981 this borrowing arrangement was
renegotiated to $2 billion. Although the Company had no
balance outstanding under the credit agreement at
December 31, 1981 it has served as support for the
issuance of commercial paper Commercial paper
outstanding was as high as $174 million during the year,
with none outstanding at year-end

During 1981 the Company acquired Bunker Ramo and
Fisher Scientific for approximately $654 million. The
transactions were financed through the issuance of $331
million of Preferred Stock, a $70 million-3/z year note,
internally generated cash, plus part of the proceeds
reca'ved from the sale of the Company's Canadian oil and
gas operations. The Company received $351 million, after
expenses and applicable Canadian taxes, from the sale of
the Canadian oil and gas operations in August 1981. In
addition the Company disposed of a number of other
operations, including the Ashland coke plant, for $88
million in cash and the assumption by the purchaser of one
of the facilities of $51 million of the Company's debt

During 1981 the Company spent $609 million for
capital expenditures, versus $533 million in 1980,
representing a 14 percent increase. Funds for the capital
expenditure program came mainly from operations
Spending was allocated to the various business segments
as follows

1981 1980

% of % of

{Doilars in millions) Amount Total Amount  Total

Chemicals $136 23% $103 19%
Fibers and plastics 81 13 111 21
Oil and gas 37 s2 2711 51
Electrical and electronic 3B 6 20 4
Health and scientific products 2 - . -

Other operations and

unallocated corporate 3B 6 28 5

$609 100% $533 100%

In 1981 the Company sold investment tax credits and
Accelerated Cost Recovery System tax depreciation
deductions, relating to 1981 capital expenditures, under the
provisions of the Economic Recovery Tax Act of 1981 for
$57 million.

The Company's long-term debt and capitalized lease
obligations outstanding decreased from $885 million to



$857 million at December 31, 1980 and 1981, respectively,
reflecting debenture repurchases and the assumption of
$51 million of the Company's debt by the purchaser ¢! one
of the Company's plants, mainly offset by debt associatea
with acquisitions

In 1981 the Board of Directors authorized the
purchase from time to time by the Company of up to
3,000,000 shares of common stock on the open market
or in privately negotiated transactions. The Company
repurchased 350.586 shares of common stock
for $16 million in 1981

Resuits of Operations

Net sales in 1981 totaled $6 .4 billion, an increase of

$.9 billion, or 16 percent, over 1980 Higher selling prices,
principally reflecting higher worldwide energy prices and
higher prices for some chemical and fiber products,
resulted in 63 percent of the increase; physical volume and
product mix remained at 1980 levels. $331 million, or

37 percent of the increase, represented sales of Bunker
Ramo and Fisher Scientific, both of which the Company
acquired in the second half of 1981. All of the Company's
business segments contributed to the higher sales
However, the results of some business areas, which mainly
depend on the depressed housing and automotive
industries and agriculture, were weak throughout the year
In addition, overall performance was adversely affected in
the fourth quarter by the current recession

Net income for 1981 was $348 million, or $9.17 a share,

compared tc 1980's $289 million, or $8 15 a share.
Earnings per share were affected by the issuance in 1981
of preferred redeemable stock for acquisitions which
reduced the amount of income applicable to common
stock

Cost of goods soid increased $631 million, or
17 percent, because of higher costs for energy, labor, raw
materials, windfall profit tax, research and development, oil
and gas exploration expenditures and the effects of the
Bunker Ramo and Fisher Scientific acquisitions.

Depreciation, depletion and amortizatior: increased
$76 million because of the generally high level of capital
expenditures in recent years and the start-up of certain
U S. natural gas operations.

Selling, general and administrative expenses
increased $100 million, principally relating to higher
salaries and employee related expenses, increased
advertising and the effects of the Bunker Ramo and Fisher
Scientific acquisitions.

Other income-net decreased $24 million reflecting
unfavorable foreign currency items, partly offset by a profit
on repurchase of debentures and higher equity income.

The net nonrecurring gain in 1981 of $29 million and
the nonrecurring charge in 1980 of $28 million are
discussed in Note 4 of Notes to Financial Statements.

The effective tax rate was 66.3 percent, 2 5
percentage points lower than for the 1980 period. The
lower rate principaily reflects the tax benefits realized from
the U S -U K. tax treaty, the impact of foreign currency
items, as well as benefits resulting from using the lower

capital gain rate on the proceeds from the sale of the
Canadian oil and gas operations, partly offset by the
U.K. Supplementary Petroleum Duty.

The following discusses sales and income from
operations (adjusted) by segment: (Dollars in millions)

Chemicals 1981 1980  Increase
Sales $1,504 31436 $158
Income from operations (adjusted) 148 141 7

Sales increased mainly for fluorocarbons, tar products,
water treatment chemicals, fluorine products, refractory
materials and uranium hexafluoride. Income was up
slightly as gains from higher sales offset lower volumes
and higher costs for soda ash and agricultural products.
Inventory reductions during the year resulted in liquidations
of LIFO inventory quantities carried at lower costs
prevailing in prior years. The effect of the inventory
reductions was to increase income from operations by $22
million compared to an increase of $13 million in 1980.

Fibers and plastics 1981 1980  Increase
Sales $1,195 §1114 $31
Income from operations 73 69 4

Sales and income increased because of substantially
higher margins and volumes for home furnishings and
improvements for industrial fibers and engineered plastics.
A partial offset was lower earnings for high-density
polyethylene and apparel! fibers.

Oil and gas 1981 1980  Increase
Sales $2,068 §' 757 $317
Income from operations (adjusted) 570 532 38

Sales improved mainly because of higher volumes and
prices for gas liquids and higher prices for U.S. oil and
gas, as well as increased natural gas volumes Earnings
also improved reflecting higher domestic oil prices
resulting from decontrol of crude oil prices in January 1981,
higher domestic gas sales, higher prices for North Sea
oil and Indonesian natural gas, as well as tax benefits
realized from the U.S.-U K. tax treaty. Substantially higher
exploration expenses and the windfall profit tax partially
offset the earnings gain.

Electrical and electronic 1981 1980  Increase
Sales $825  $647 $178
Income from operations 33 17 16

Sales and income increased as a result of the
acquisition of Bunker Ramo in the third quarter of 1981
and, in addition, income was up because of improved
operations for the phototypesetting business.

Health and scientific products 1981 1980  Increase
Sales $120 - $120
Income from operations 10 — 10

Sales and income reflect the acquisition of Fisher
Scientific in the fourth quarter of 1981
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Other Financial Statement Data

Other income-net

1982
$33

50 1982
1
(5)
$89

$358

254

. . (36)

Interest and other financial charges (17)
1982

$122 (29)

(38) (23)

$ & $507

Income before taxes on income ‘ f tax benefit ting to tax lease 198
1982

$ 66
713

$779

Taxes on income
1982

s 1 ent tax creQit carry rwaras avanaole
(21) % ' ¢ tax payments (tax ret
(36) t Jh 1997 ted States ir {

573

(3)
(15)

$507

32




$(28)

18
(8)

$(18)

Accounts and notes receivable

Inventories




mmmmm

Long-term debt and capitalized

g.r_,. o N 1982 1981 lease m
Unicor. roducing Company (oif and gas) $147 $ . December 31 1982 1981
Equiie e Corporation (‘easing) 86 67  Sinking fund debentures
Other ¢ osidiaries and affiliates EL) 80 5 20% due November 1. 1991 $ 10 $ 86
Receive ries Lol 79 §60% due August 1, 1993 23 51
$376 $226 7%4% due September 1 1996 43 54
—— 9% due April 1, 2000 46 54
8%% due January 15 2001 s 50
Property, plant and equipment 8%% Notes due April 1, 1983 - 75
December 31 1982 1961 187 370
Land and land improvements $ 180 ¢ 174 Capitaized lease obligations
Ol and gas properties mines and quarries 840 686 Capital leases 4 3% 24 276% maturing at
Machinery and equipment 3,262 3068 various dates through 1996 k1 48
Buildings 549 549 Environmental improvement revenue bonds
Office turniture and equipment 63 e 4 9%-8 0%, maturing at various dates
Transportation equipment 87 91 thoough 2002 82 83
Construction in progress 261 300 Industrial revenue bonds, 2 0% -9 0%
5,232 4929 maturing at various dates through 2004 75 89
Less-Accumulated depreciation, depietion 194 220
0g grmom cation (2,374) (2.063)  Enyironmental improvement and industrial
$2,858 $2 866 development revenue bonds and note
obligations, 4 0% 11 5%, maturing at
vanous dates through 2012 89 92
m‘ assets Other
December 31 1982 19081  Money multiplier notes (zero coupon)
e 13001%- 13 899%. due 19872000 12 -
Costs in excess of net assets of
xq;,,.; companies $132 $139 Note payable. 12 75%-20 5% (12 75% or
Other geterrea charges 88 102 prime. if higher). due January 2 1985 70 70
Eurodoliar loans, 10 875% -20 1875% n 53
- $220 $241  Other long-term debt. 2 0% 17 25% s7 63
7 186
Accrued liabilities Sub-total 70 A68
December 31 1982 1981  -ess-Unamortized discount N (10) (11)
Taxes payable $700 $857
“tirrent $236 $198
Deve '2d-current (54) (37)
Wages 78 84 Principal payments on long-term debt
Qe » a2 .. and capitalized lease obligations
$302 $266 The schedule of principal payments on long-term debt and

capitalized lease obligations at December 31, 1982, is as
follows

Debentures Capitalized Environmental

and Lease Improvement
Notes(1) Obligations  Obligations Other
1983 $ 39 $ 16 $2 $ 30
1984 25 2 42
1985 - 12 3 81
1986 12 1 ]
1987 . 1" 7 52
Thereatter 157 134 76 90
196 210 91 300

Less

Current portion (39) (18) (2 (39)
$157 $194 $89 $270

(1) Amounts are net of debentures repurchased



Preferred redeemable stock (1) Common stock held in treasury
December 31 1982 1981 1980 December 31 1982 1981 1980
$91 25 Series A cumulative Balance at beginning of year $19 $9 $14
preferred-Authorized amount Purchased- 1982, 2 394817
$200 miltion (200 000 shares) shares— 1981 350 586 shares
Balance at beginning of year $200 $200 $147 (under a 3,000,000 share
Shares issued-53 000 shares — — 53 repurchase program) 88 16 ~
Used for Dividend Reinvestment
= o = Plan-1982, 527 458
$86 25 Series B cumulative shares—1981, 76.031
preferred--Authorized amount shares- 1980, 64 343 shares (19) (3) (2)
$60 miliion (60.000 shares) Used upon exercise of stuck
Balance at beginning of year 60 52 options- 1982, 10,162
Shares issued-8 000 shares — — 8 shares- 1981 13.497
60 60  shares-1980 59 976 shares M M Q)
Used for Stock Purchase and
$6.74 Series C :\;;nu'wve Savings Plan-1982, 319,796
iﬂ;{"'bw :wee mg ok 1 shares- 1981, 49 176 shares (1) (@) -
W 12e0 shares a4 — Used for m.qu«y
194 194 - swaps-1.719.315 shares (88) - —
$12 Series D cumulative $10 $19 $9
convertible preferred-
Authorized 1630 319 shares
Baiance at beginning of year 137 - - Cumulative foreign exchange
na e vy - 137 ~ translation adjustment
Shares repurchased-62 200
shares (5) . —.  December 31 1982
132 137 __January 1, 1982, opening adjustment s
Translation adjustments and net losses from hedges
$586 $591 $260  ang ntercompany balances 2
(1) See Note 6 of Notes to Financial Statements for further details Income taxes related to hedges and intercompany
baances L]
Capital-common stock-issued $48
December 31 1982 1981 1980
Balance at beginning of year $629 $616 $385 m .
Issued in public stock offering Capitalized leases relate to plants, machinery and
4.000.000 shares - 216 equipment. pipelines and transportation equipment.

issued under Dividenda

Renvestment Plan (1) 1981

204 010 shares - 1980 203 228

shares — 10 10
Issued for acquisitions- 1981

243 367 shares- 1980 344 953

shares - 2 5
Issued for debt/equity
swap-1.318 530 shares 40 —
Issued upon exercise of slock
options - 17 867 shares — 1
$669 $629 $616

T e e e e e e et e e ettt Ot et
(1) The Dividend Reinvestment and Stock Purchase Plan (Plan) permits
sharehoiders to invest cash dividends and optional cash payments in
additonal shares of the Company's common stock Shares purchased
under the Plan shall ether be previously unissued or reasury shares The
purchase price ol shares related 1o reinvesied dividends is 95 percent of
market price and shares purchased with optional cash payments are at
100 percent of market price The Company pays all commissions and
other service charges relating to the Plan

Included in capitalized leases are plants and facilities
financed by industrial development and environmental
improvement revenue bonds, the principal and interest on
which will be covered by payments made by the Company.
Under certain conditions the Company has the option to
purchase certain of the leased assets at prices which
approximate the related capitalized lease obligations.

In most cases, management expects, as its normal
business practice, to renew or replace current leases by



other leases or purchase the assets. depending on
economic conditions at the time

Future minimum lease payments under capitalized
and operating leases having initial or remaining
noncancellable lease terms in excess of one year as of
December 31, 1982, are as follows

Capttalized  Operating

Years Ending December 31 Leases Leases
1983 $ 29 §
1984 37 23
1985 25 19
1986 22 18
1987 20 13
Thereafter 200 62
Total (1) 333 $163
| Sm——
Less- imputed interest (2) (123)
Present vaiue of net minimum
lease payments $210

(1) Mimmum payments have not been reduced by minimum sublease
rentais of $31 million for capitalized leases and of §7 million for operating
leases due in the future under noncancelable subleases
(2) Amount necessary 1o reduce net minimum l@ase payments o present
value calculated principally at lessor's implicit rates as of the inception of
the leases

Total lease rentals (excluding capitali-ed lease rentals)
of $84, $70 and $52 million are included in costs and
expenses for 1982, 1981 and 1980, respectively

Stock options

Under the terms of the 1982 Stock Option Plan (Plan),
approved by the shareholders on April 26, 1982, the
Company may grant stock options covering 2.000,000
shares of common stock, which may be accompanied by
stock appreciation rights (SARs) to certain officers and key
employees Stock options have been granted and are
currently outstanding under this Plan and prior plans. The
options are granted for terms of ten years and become
exercisable in instaliments over the first three years A SAR
entities the optionee to surrender unexercised slock
options for cash or stock equal to the excess of the fair
market value of the surrendered shares over the option
value of siich shares. All options were granted at

100 percent of quoted market price at dates of grant
Options outstanding at December 31, 1982, were granted
as follows: 1974, 12,150 shares, 1976, 16,400 shares. 1977,
96 480 shares, 1978, 62,390 shares. 1979, 86 940 shares;
1980, 928 965 shares, 1981, 328 875 shares and 1982,
543,000 shares Of the 2,075,200 shares covered by

outstanding options at December 31, 1982, 796,410 were
accompanied by SARs Unissuea and treasury shares of
common stock have been used upon exercise of stock
options. T-tal proceeds from unissued shares have been
credited tu capital-common stock. Differences between
the cost of treasury stock used and the total option price of
shares exercised have been charged to retained earnings.

Number of Shares

Qutstz wding at December 31, 1979 565 101
Granted at $47 -85/ 3125 per share 1.111 600
Less

Exercised at $29 $48 per share 67 376
Lapsed or cancelled 43 355
Surrendered upon exercise of SARs 112,850
Qutstanding at December 31, 1980 1443120
Granted at $42 5625-356 25 per share 358 475
Less-

Exercised at $29-$47 per share 35.636
Lapsed or cancelled 76.735
Surrendered upon exercise ot SARs 27.030
Qutstanding at December 31, 1981 1662 194
Granted at $31 19-$44 50 per share 563,750
Less-

Exercised at $30-$31 per share 12,437
Lapsed or cancelled 137 507
Sutrencered upon exercise of SARs 800
Outstanging at December 31, 1982

$30-$57 3125 per share 2075200
Exercisable at December 31, 1982 1.060.855
e e e e e e et e e + e, s
Available tor gram at December 31, 1981 161 600
Available for grant at December 31, 1982 1 719890

The amount of compensation (income) expense for
1982, 1981 and 1980 relating to SARs was $(1) $(2) and
$3 million, respectively

The Company, as part of the acquisition of Fisher
Scientific, assumed the outstanding stock options and
related SARs previously granted by Fisher to its
employees Such options were granted at 100 percent of
quoted market price at dates of grant for terms of 10 years.
No further options will be granted At December 31, 1982,
and 1981, there were options outstanding and exercisable
for 9,246 shares and 35,798 shares, respectively. of the
Company's Series D Preferred Shares at $25 through
$61 82 and $19 32 through $61 82 per share, respectively
During 1982, options covering 26,552 shares were
exercised.

The shareholders also approved, on April 26, 1982, the
1982 Stock Option Plan for Salaried Employees In 1982
under this plan the Company granted stock options
covering 984 941 shares of common stock, the fair market
value of which equaled 10 percent of the annual base
compensation for qualifying salarned employees. The
options, exercisable at $34 07, were granted at 100
percent of quoted market price at the date of grant for a
term of three years and become exercisable after the first
year As of December 31, 1982, 936,486 shares were
outstanding. none of which were exercisable, and options
covering 48 455 shares were cancelled during the year.
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Forelgn currency ‘nancial statements are translatec in
accordance with the requirements of FASB Statement

No. 52, “Foreign Currency Translation, " effective January 1,
1982 Accordingly, all asset and liability accounts of foreign
subsidiaries, except for subsidiaries operating in hyper-
inflationary countries which are translated in a manner
similar to that used under the prior method, are transiated at
the rates of exchange in effect at the balance sheet date
Effects of rate changes are included int' - cumulative
foreign exchange translation adjustment caption on the
Consolidated Balance Sheet The adjustment results
primarily from translating inventory, property, plant and
equipment and deferred taxes at current rates rather than at
the historical rates used under the prior method The impact
on results of operations for 1982 of adopting FASB
Statement No. 52 is immmaterial, and also would have been
immaterial if adopted in 1981

Note 2. Investments in The Bendix Corporation
and in Martin Marietta Corporation

The Company acquired in a multi-step transaction on
December 21 and 22, 1982, under a stock purchase
agreement, approximately 56 percent (50 3 percent on a
fully-diluted basis) of the outstanding common stock of
The Bendix Corporation (Bendix) and approximately
39 percent of the outstanding common stock of Martin
Marietta Corporation (Martin Marietta) with a value of
$893 million and $301 million, respectively. Under the terms
of a merger agreement, and subject to approval by the
shareholders of the Company and Bendix (which approvals
were obtained on January 31, 1983), each remaining share
of common stock of Bendix outstanding (other (han that
held by the Company) will be converted into securities of
the Company as follows 025 of a share of a new series of
preferred stock, two separate series of 6 percent original
issue discount notes, and 1.3 shares of common stock
Bendix will become a consolidated subsidiary of the
Company after the merger of a subsidiary of the Company
with and into Bendix. The Company's interest in Martin
Maretta will be accounted for as an investment under the
equity method

Bendix 18 a diversified company, which reports its
operations primarily in the following segments: automotiv.,
consisting of systems and components for the original
equipment and replacement markets, aerospace-
electronics, consisting of products and services for the
aviation markets and defense and space programs,
industrial, consisting of machine tools and accessories for
the metalworking industry and other products. Martin
Marietta is a diversified company engaged in the business
nf prodiucing cement, construction aggregates, chemical
products and aluminum and other metal products, and
developing and producing space and defense systems
and products, and aircraft components

The total consideration to be paid by the Company in
the acquisitions was determined by the Company on the

basis of its evaluation of the fair values of both companies
in consultation with the Company's financial advisor

The Company's investments in Bendix and Martin
Marietta at December 31, 1982, are reflected in the 1982
consolidated balance sheet at cost. The Company's
proportionate share of the 1982 earnings of Bendix and
Martin Marietta subsequent to its initial investment in late
December was not significant Each acquisition will be
accounted for as a purchase with effect from January 1,
1983 The purchase price for Bendix and Martin Marietta
will be allocated to the individual company's tangible and
identifiable intangible assets acquired and to the liabilities
assumed. Such allocations will be based upon appraisals,
valuations, estimated values and other studies to be
undertaken during the first quarter of 1983

Assuming that the acquisitions of Bendix and Martin
Marietta had been consummated at the beginning of 1981,
the unaudited pro forma net sales, income from continuing
operations (after-tax) and earnings per share of common
stock from continuing operations for 1982 and 1981 would
have been $10,150 and $305 million and $4 29 a share and
$11,378 and $532 million and $8 32 a share, respectively
These amounts give effect to an estimated allocation and
related amortization of the purchase prices to the net
assets acquired, as well as giving recognition to the
acquisitions of Bunker Ramo and Fisher as if such
acquisitions had been consummated at January 1, 1981
No provision has been made in the pro forma amounts for
estimated nonrecurring charges of $35 million which are
direct'y related to the merger and equity acquisition The
pro forma amounts have been prepared on the basis that
the acquisitions were financed as of the beginning of 1981
through the sale of marketable securities by Bendix of
$353 million, debt financings by Bendix of $841 million and
the issuance by the Company of: $158 million (present
value) of original issue discount notes. $293 million of
preferred stock, and 15,258,529 shares of common stock
with a value of $475 million

The unaudited pro forma balance sheet data as of
December 31, 1982, is presented to show an approximation
of the consolidated balance sheet of the Company and
Bendix, including the Company's equity investment in
Martin Marietta, as if the merger had been consummated
as of December 31, 1982 The selected historical balance
sheet data for Bendix and Martin Marietta have been
summarized from the most recent financial information
published by Bendix and Martin Marietta
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depending upon the form of borrowing elected, interest will
be payable at the average floating prime rate of two
reference banks or will be payabile at a rate which is, for
the first three years of the credit agreement, % of 1 percent
over either the average London Interbank Offered Rate
(LIBOR) or the average certificate of deposit rate agjusted
for reserve requirements and FDIC costs (CD Rate) of three
reference banks After the first three years, the fraction of
1 percent over LIBOR or the CD Rate increases " of
1 percent for the succeeding three-year period ana another
% of 1 percent for the final succeeaing two-year period
Although the Company had no balance outstanding under
the creait agreement at December 31, 1982, it has served
as support for issuance of commercial paper

The Company has the option to maintain average
compensating balances with each of the banks to partially
offset commitment fees, and is currently utiizing this option
with two banks, the others are being compensated by the
payment of fees

The Company has a limiled recourse Eurocoliar
financing under which the Company's obligation to repay s
limited by the amount of certain revenues 1o be received by
a wholly owned subsidiary, Union Texas Far East
Corporation, from its interest in the sale of liquefied natural
gas and crude oil from the Badak field, East Kalimantan
Ingonesia The interest rates on the loans are 1% percent
over the floating three-month LIBOR. The revenues from the
Badak heid are expected to permit full repayment of the
loans by mid-1985

Note 6. Preferred Stock

There are authorized 10.000.000 sharas of preferred stock,
without par value, of which 200,000 receemable $91 25
Series A Cumulative Preterred Shares (dividend of $9125 a
ghare) and 60.000 redeemable $86 25 Series B Cumulative
Preferrea Shares (dividend of $86 25 a share) were issued
in private placement transactions and 3,768,142
redeemable $6 74 Series C Cumulative Convertible
Preferred Shares (dividend of $6 74 a share), 1,630 319
redeemable $12 Series D Cumulative Convertible Preferred
Shares (dividend of $12 a share) and 1,000 Adjustable
Rate Series E Cumulative Preferred Shares were issued or
authornzed for issuance in connection with acquisitions
The holders of Series C and D Shares are entitied to one

vote per share on every question submitted to the common
shareholders voting with the common sharehoiders as a
single class
Series A Shares are subject to mandatory sinking
fund redemption at face value beginning on July 15, 1989,
ana ending on July 15, 1999 Series B Shares are subject
to manaatory sinking fund redemption at face value
beginning on July 15, 1985, and ending on July 15, 1989
The sinking fund payment required in 1985 and each year
thereafter to 1989 for Series B Shares is $12 million
Optional redemptions can commence after July 14, 1984,
at the following redemption prices per share if redeemed
during the twelve-month periods ending July 15 1985-
$1.067, 1986--$1.062. 1987-$1,058 (Series A Shares) and
1985-$1.038, 1986 -$1.029. 1987-$1.019 (Series B Shares)
and at prorated declining amounts thereafter
Series C Shares are convertible at any time into 0 786
of a share of common stock. Series C Shares are
redeemable at the Company's option beginning on August
15, 1986. at a redemption price of $57 per share, declining
$0 50 per year therea *er until August 15, 1990, after which
date each share will be redeemable at $55 per share
Series C Shares are subject to mandaiory sinking fund
redemption at face value beginning on August 15, 1991,
which will each year redeem 4 percent of the number of
Series C Shares originally outstanding
Series D Shares are convertible at any time into 1.351
shares of common stock. Series D Shares are redeemable
at the Company's option at any time after October 27,
1986, at $100 per share Series D Shares are subject to
mandatory sinking fund rederption at face value
beginning on September 1, 1991, which will redeem 2.5
percent of the number of Senes D Shares originally
outstanding for each of the years 1991 through 2010. and
5 percent of such number for each year thereafter through
2020
Series E Shares were issued to The Bendix
Corporation in exchange for all the stock of its wholly
owned subsidiary Bendix Acquisition Corporation The
exchange was the first step of a multi-step transaction
which resulted in the Company acquiring 11,900,1C0
sharas of Bendix Common Stock and #op ox i ately a
39 percent equity interest in Martin Ma st 4 Corporation
Series E Shares are nonregeemabl’ - or to
December 21, 1985. but are redeemat . ¢ . or afier tr at
date in whole or in part at the Coniganys Hptic
redemption price of about $1 2 million per share s
accrued and unpaid dividends
Series E Shares shall not accrue dividends priof to
June 30, 1983, and such dividends will be payable on the
earlier of such dates and quarterly thereafter Upon
completion of the merger Bendix will become a
consolidated subsidiary of the Company, and the shares
will be eliminated in the Company's consolidated balance
sheet See Note 2 of Notes to Financial Statements for
additional information relating to the Bendix acquisition
Holders of Series A, B. C, D and E Shares have priority
over holgers of common stock as to payment of dividends
and distributions on liquidation. The distribution per share
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national and international asset that should be used for
reprocessing and has proposed that the facility be
transferred to the federal government. AGNS is engaged in
litigation with one of its customers, which claims that AGNS
is obligated to supply it with quantities of fissile material
equivalent to that which would have been obtained by
reprocessing and contends that its damages total in
excess of $126 million. AGNS has denied liability and has
asserted counterclaims seeking damages in excess of $90
million. Management believes that AGNS has substantial
defenses to the customer's claim and that the outcome of
this litigation will not have a material effect on the financial
position or results of operations of the Company AGNS
had entered into reprocessing arrangements with a
number of other companies, several of which have
executed mutual termination agreements

The Company has various other lawsuits (some of
which are for substantial amounts), claims, commitments
and contingent liabilities, including those resuiting from
environmental regulations, safety and healith regulations
and Internal Revenue Service tax assessments However,
these matters are not expected to have a material effect on
the financial position or results of operations of the
Company

Note 10. Selected Financial Data
of Investee Companies

Equilease Corporation, a wholly owned subsidiary, is one
of the nation's oldest and largest non bank-affiliated
equipment leasing companies Equilease operates 16
sales offices in major cities throughout North America,
Europe and Latin America with affiliated offices in Asia
Equilease i1s engaged essentially in three |leasing related
endeavors, ncluding

® Purchasing a wide variety of income-producing
equipment, as a principal, and leasing it, on either a
conventional, leveraged or “operating” lease basis 10
commercial users,

® Acting, for a fee, as an intermediary in the placement of
property for lease. and

® Managing. for a fee, limited partnerships, shares in which
are distributed both publicly and privately, whose asset.
are income-producing equipment, or realty, leased to a
worldwide array of lessees under a variety of leasing

arrangements

At December 31, 1982, Equilease had total leased assets
under management approaching $1 billion. Financial data
for Equilease (accounted for by the equity method) is
summarized as follows

Years ended December 31 1982 1981
Revenues $ 80 $ 69
Net income 6 3
December 31 1982 1981
Net investment in contracts and other

recevables $364 $337
Total assets 419 3ra
Short-term notes payable and commercial

paper 12 156
Long-term debt 187 115
Total liabilities 330 296
Sharehoiders equity 89 ”

In 1982, the Company completed the acquisition of the
Supron Energy Corporation, and Supron's producing
properties, located principally in the San Juan Basin
(New Mexico and Colorado) and the Williston Basin
(North Dakota), were transferred to a partnership
(Unicon Producing Company) in which the Company
has a 50 percent interest. See Notes 3 and 13 of Notes to
Financial Statements for additional information

Financial data for Unicon (accounted for by the equity
method) is summarized as follows.

Period ended December 31 (a)

Net sales
Gross profit
Loss before taxes on income

December 31

12
(9)(v)
Current assels
Total assets
Current Labilities
Nonrecourse production payment
Partners accounts

1982
.5
ﬂ Results of Unicon after April 1982
b) The partnership’s income is shown on a pre-tax basis since ndividual
partners are responsible for their share of taxes and has been adjusted to
eliminate interest payable to the partners

1982
$ 4
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The Company's net quantities of proved developed and undeveloped reserves of oil and natural gas, by geographic
areas and changes therein were as follows

Ol -Million Barreis Natural Gas-Billion Cubic Feet
United South United
States Canaga America(a) Europe Asia Total States Canada Europe Asia Totai
Proved developed and undeveloped reserves
Beginning of year 1982 a4 — 6 101 15 166 a — 6 1,527(b)d) 1,954
1981 a7 15 6 m 15 194 417 149 3 1. 545(b)a) 2142
1980 51 12 8 131 15 217 428 148 33 1.476(b)a) 2085
Revisions of previous 1982 — - - 3 1 4 (an) — - (122) (159)
estimates 1981 (1) - - 10 (2) 4 (2% (1) (24) (119) ()
1980 2 (9 (2) (9) 1 (9) (91) (99)
Extensions 1982 3 - 1 - 2 [ 43 — - 58 101
discovenes and 1981 4 1 2 3 10 98 3 149 250
other additions 1980 2 2 - 10 3 17 39 6 208 263
Production 1982 (8) - @) (21) @ 3) (62) - m (48)(c) (111)
1981 (6) (N 2) (20) (1) (30) (67) (4) (1) (48)(c) (120)
1980 (6) (1) (2) (21) (1) (31) (51) (6) (2) (48)(c) (1a7)
Sales of minerais-in- 1982 - - - - - -e - - - — -
place 1981 - (15) (15) (147) - (147)
1980 -
End of year 1982 " - 5 83 16 145 365 - 5 1,415(b)(d)1,788
1981 4l - 6 104 16 166 421 6 1 527(b)d) 1954
1980 47 15 6 118 15 194 417 149 31 1 545(b)(0) 2142
Proportional interest
in equity partnership
end of year 1982 Kl - - - - 4 an - —_ — an
Total ncluding equity
partnership -end of
1 — 1 1 — 1
Proved de' eloped reserves
Beginning of year 1982 L) - L] 9% " 155 394 — 6 1,118(b) 1,518
1981 47 15 6 101 15 184 395 149 6 1.178(b)(d) 1,728
1980 51 12 8 131 15 217 352 148 8 1 476(b)d) 1984
End of year 1982 40 — 5 80 13 138 342 — L] 1,061(b) 1,408
1981 43 6 95 " 155 394 - 6 1.118(b) 1518
1980 a7 15 6 101 15 184 395 149 6 1.178(b)(d) 1.728

(@) Reserve and production information relates to a service contract operation in Argenting under which the Company 18 paid a ‘ee

based on production

(b) Includes reserves that will require utilizaton of an expanded indonesian liquefied natural gas (LNG) plant scheduled for compietion in 1983

(¢) Included in Asias gas production is approximately 7. 10 and 9 BCF for each of the respective years of gas consumed, primarily in operation of
the ingonesian LNG plant

(d) Includes reserves that require the negotiatior of additional sales agreements



Costs incurred in oil and gas property acquisition, exploration and development activities were as follows:

United South Other
States Canada America Europe Asia int'l Total
Property acquisition 1982 $ 14 $ - s $ - s 1 s — $ 15
1981 18 1 ‘ 4 21 RS
1980 30 3 8 3 1 45
Exploration 1982 7% -~ 16 24 76 33 225(a)
1981 84 3 8 26 43 24 188(a)
19680 61 9 1 11 37 6 125(a)
Development 1982 65 1 2 12 7 - 158
1981 49 5 5 44 42 195
1980 79 10 2 50 20 - 161
Proportional interest
in equity partnership 1982 26 - - - - - 26
Total including
i rinersh 1
(a) Includes cash expenditures for capital additions of $18, $30 and $28 million for each of the respective years
The aggregate amount of capitalized costs (including construction in progress) relating to oil and gas producing
activities, the aggregate amount of the related accumulated depreciation, depletion and amortization (DD&A) and
accumulated valuation allowances at December 31, 1982, 1981 and 1980 were as follows
United South Other
States Canaga America Europe Asia Int Total
Proved and unproved properties
Gross capital 1982 $779 $ 5 $27 $426 $250 $28 $1,524
1981 68! 5 23 497 176 24 1.406
1980 5561 101 6 452 137 3 1.260
Accumulated DD&A (including 1088 363 4 16 236 43 14 676
valuation allowances) 1981 291 5 13 219 38 5 571
1980 236 40 9 156 32 2 474
Proportonal nterest
ol net capltahzed
costs of equity
partnership 1982 395 — - — — — 308
Proved properties
Gross capital 1982 632 1 23 414 242 - 1,912
1981 552 21 481 159 1.213
S 1980 443 72 1% 435 124 1,090
Accumulated DD&A 1982 208 - 15 226 6 - 578
1981 238 13 21 30 462
1980 195 24 9 150 25 403










Note 14. Unaudited Financial Information

Quarterly Financial Information

Supplementary Information Regarding
Infiation and Changing Prices

1SINQ

tatory
slale

l,‘

yrdance with this

suppliementa
ompany 1o have peer

requirement and :
nowever, much of the

prepared
acks the relevance

FASB mandated da
and reiiabihity attributes which characterize historica
ng information. The application of indexes to the

acco g

Company's varied reCqUIres numerous

fixed assets «
!
mptions whiCh rises a gquastion as o

estimates and assu V
the usefulness of the information devely e Compa




Statement of Income and Other Financial Data Adjusted
for Changing Prices for the Year Ended December 31, 1982

Statement of Income

Other Financial Data




Five-year Comparison of Selected Supplementary Financial
Data Adjusted for Effects of Changing Prices

Years ended December 31 1982 1981 1980 1979 1978
Net Sales

As reported in financial statements $8,187 36407 $5519 $4332 83016
Restated in average 1982 dollars 6,167 6.807 6.469 5,765 4 465
Iincome From Continuing Operations

As reported In financial statements 272 348 289 176 183
Restated in current cost 52 162 171 B
Sharehoiders’ Equity

As reported in financial statements 2,013 1,900 1,664 1,229

Restated in current cost 3,485 3.716 3,322 2,950
Purchasing power gain 88 170 213 249
Difference between increase in the general price level and incre:s¢ in specific prices 22 (206) 124 306

Per share of common stock
Income (Loss) from continuing operations

as reported 6.22 917 815 595 540

n current cost (.49) 327 442 1.30
Cash dividends as reported in financial statements 2.40 235 215 2.00 200
Cash dividends restated in average 1982 doliars 2.39 249 251 268 298
Market price (actual at year-end) 32.38 43 88 53 50 49 13 28.25
Market price restated in average 1982 dollars 31.86 4510 5990 6183 4028
Average Consumer Price Index for all urban consumers 289.3 2723 246 8 2174 1954

Note Restatements in current costs are in average 1982 dollars

Report of Independent Accountants

R C— gy R
El((‘I’I 10USC 201 540-8980

To the Shareholders and Directors of
Allied Corporation

In our opinion, the accompanying consolidated balarice sheet and the related consolidated statements of income,
retained earnings and changes in financial position present fairly the financial position of Allied Corporation and its
consolidated subsidiaries at December 31, 1982 and 1981, and the results of their operations and the changes in their
financial position for each of the three years in the period ended December 31, 1982, in conformity with generally
accepted accounting principles consistently applied. Our examinations of these statements were made in accordance
with generally accepted auditing standards and accordingly included such tests of the accounting records and such
other auditing procedures as we considered necessary in the circumstances

January 21, 1983 Em m«.
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785
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1982 (a)

At Year-End

$ 416
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57.11
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44,337
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Item 1. Business

Allied Corporation (with its consolidated subsidiaries sometimes referred to in this Report as the
Company) was organized in the State of New York in 1920. On December 21 and 22, 1982, the
Company acquired approximately 55% of the outstanding common stock of The Bendix Corporation
(Bendix) and approximately 39% of the outstanding common stock of Martin Marietta Corporation
(Martin Marietta).

B.ndix became a consolidated subsidiary of the Company on January 31, 1983, when the Bendix
shareholders approved the merger of Bendix with a subsidiary of the Company and the Company's
shareholders approved the issuance of common stock in conjunction with the acquisition. Based on the
Company's holdings of Martin Marietta's outstanding common stock, such interest in Martin Marietta
will be accounted for as an investment under the equity method.

Bendix, a Delaware corporation, is engaged primarily in the following business segments:
automotive, consisting of systems and components fo: the original equipment and replacement
markets, aerospace-electronics, consisting of products anc services for the aviation markets and
defense and space programs; and industrial, consisting of machine tools and accessories for the
metalworking industry and other products. The business discussion included in Item 1 Business of the
Annual Report on Form 10-K of Bendix for the year ended September 30, 1982 is incorporated herein
by reference. Martin Marietta, a Maryland corporation, is engaged in the business of producing cement,
construction aggregates, chemical products and aluminum and other metal products. and developing
and producing space and defense systems and products and aircraft components.

On January 28, 1983, the Company agreed to acquire, subject to certain conditions,
Instrumentation Laboratory Inc., a maker of biomedical and analytical instruments, for cash and the
Company's common stock in a transaction valued at approximately $112 million. The Company is also
considering other possible acquisitions to further diversity and complement its existing businesses,
although there can be no assurance that any such acquisition will occur.

For 1982 the Company reported its operations under six business segments: chemicals; fibers and
plastics; oil and gas: electrical and electronic; health and scientific procucts; anc 2ther operations,
which includes batteries, industna' proaucts and automotive safety restraints. The Company's products
are used in agriculture and by many maijor industries, including textiles, steel, construction petroleum,
plastics, automotive, chemicals, paper, soap, {2lecommunications, commercial typography, mulitary and
aerospace, glass, pain', 'eather ana aluminum, and by brokerage and financial institutions, as well as
by industrial and medical laboratories. The foliowing is a description of the Cc.npany's Gix business
segments and the prinzipal products and activities in each.

Chemicals

The major chemicals products are sulfuric, hydrochloric and hydrofluoric acids, soda ash. calcium
chloride. sodium bicarbonate, ammonium chloride, aluminum fluoride, sodium bichromate, chromic acid
and other chromium chemicals, coal tar pitch, creosote, tar acids, Genetron* and Genesolv®
fluorocarbons, aluminum sulfate, semiconductor chemicals, anhydrous ammonia, other ammonia-
based products such as Uran® nitrogen solutions, urea and Poly-N* ammonium polyphosphates,
refractory brick and specialty products and the conversion of uranium ore concentrates into uranium
hexafluoride (UFg).

Sulfuric acid, the most widely used industrial chemical, is used principally in the production of other
chemicals, fertilizers, iron and steel, rayon and petroleum products. Uses for the other commodity
products in this segment include chrome plating, metal finishing, road maintenance, corrosion control,
carbon and wood treatment and the production of fluorocarbons, paper, detergents, resins, glass,
pigments, rclear fuel, textiles, leather, plastics, petroleum products, aluminum, solvents, fertilizers and
other chemicals.



The Company is the largest producer of hydrofluoric acid (HF) in the United States. Other
domestic producers include Du Pont, Pennwalt, Harshaw and Essex. The Company expanded the
Geismar, Louisiana HF facility to increase the plant's capacity by 50,000 tons to 95,000 tons a year,
which expansion is scheduled to start up by mid-1983. HF is the base on which the Company has buiit
six different businesses. including such products as Genetron* and Genesolv* fluorocarbons, sulfur
hexafluoride, aluminum fluoride and electronic chemicals, as well as UF; conversion

The Company is the largest producer of soda ash in the United States and the second largest in
the world. There are five other major domestic producers: FMC, Kerr-McGee, Stauffer, Texasgulf and
Tenneco. The Company is seeking a joint venture partner for its soda ash business. The chrome
chemicals industry consists of the Company and two other domestic producers (Diamond Shamrock
and American Chromium) and five other free world producers. These industries are capital and energy
intensive.

Fluorocarbons are used as refrigerants, blowing agents for urethane foams, cleansing of
electronic, optical, watch and aerospace parts and for the degreasing of metals and dry-cleaning of
clothes. The other domestic fluorocarbon producers include Du Pont, Pennwalt, Kaiser and Racon.

Aluminum sulfate is used in the manufacture of paper products, for both potable and waste water
treatment and for other industrial purposes.

Agricultural products are used principally for the manufacture of mixed and direct application
fertilizers. Fertilizer sales have significant seasonal variability. Such factors as geographic location,
crop, planting practices, weather, economics and agronomics influence this seasonal use. Generally
the peak in domestic demand occurs from March to early June, during the spring planting season.
Demand for the remainder of the year is low with the exception of increases in the fall. The Corapany
markets primarily non-pressure nitrogen solutions and ammonium polyphosphates throughout the
continental United States. The Company is a major producer of nitrogen fertilizer solutions. These
markets are serviced aimost equally by commercial producers and farmers’ cooperatives. The industry
is highly competitive and consists of numerous chemical fertilizer producers, including a large number
of relatively small enterprises. Prices fluctuate with the seasonal variations in demand and the resulting
peak and minimum inventory levels The Compary iz looking for a joint venture partner for its
agricultural business which has beer zignificantly impacted by industry overcaparcity as well as a
aepresseu farm economy. The Compary shutdown and mothballed its Heienz, Arkansas ammonia and
nit'ogen soiutions facility in 1982 and is seeking 2 buyer for that facility.

The Horth American Refractories Company (NARCO) division is engaged in the manufacture and
sale of a broad line of refractories. The main products are fireclay. basic carbon, magnesite, high
alumina and dolomite bricks, mortais, cements, plastics. castables and gunring mixes. NARCO's
proauc's ure used 'o line industrial furnaces and for other applications in manufacturing processes
where high ternperatures are encountered. More than 50% of NARCO's sales are made to the iron and
stee: industry, principally to six major companies, with the remainder to other industries such as glass,
cement and copper. Each of the markets served by NARCO is highly competitive, and in each of these
markets it is neither the largest nor the smallest supplier.

The Company processes uranium ore concentrates into UFg, which is an essential intermediate in
the production of fuel elements for nuclear power reactors, for domestic and foreign customers. The
Company is the larger of two domestic processors, the other being Kerr-McGee, of uranium ore
concentrates into UF; and, along with three foreign processors, which are either government owned or
controlled, competes for the free world market. Price, performance reliability and product purity are the
principal competitive factors.

The principal raw materials used in the chemicals segment are sulfur, salt, limestone, fluorspar,
chrome ore, trona ore, hydrofluoric acid, carbon tetrachloride, chioroform, bauxite, alumina bearing
clay, natural gas, phosphate rock and magnesite. The Company mines its extensive trcna and
limestone reserves. The Company is a minority holder in a company which owns and works fluorspar
deposits in Mexico and which supplies a portion ot the Company's fluorspar requirements with the
balance purchased from outside suppliers. The Company is producing its salt, dolomite and kaoliin
requirements, a significant part of its hydrofluoric acid requirements and some of its clay requiremens,



with the balance of these and the other raw materials‘ referred to earlier purchased from outside
suppliers.

Fibers and Plastics
This segment consists of two groups:

Fibers. The Company is the third largest producer of nylon in the United States after Du Pont and
Monsanto and is the largest producer of type 6 nylon. The Company is also the largest domestic
producer of caprolactam, the primary intermediate for type 6 nylon, from which it produces fine and
heavy denier nylon yarns. These yarns are offered in a wide variety of forms, textures and
characteristics, some of which are sold under the trademarks Anso*, Anso X*, Anso* IV, Caprolan*
and A C E.* Fine deniers are sold to the textile industry chiefly for use in the manufacture of fabrics for
apparel. Heavy deniers are used principally in carpet yarn, industrial fabrics, and automotive seat belts
and tire cord. In addition, the Company produces heavy denier polyester yarns which are used in
industrial fabrics, cordage, seat belts and tire cord. Also included in this group are phenol, a primary
ingredient for caprolactam; acetone, a by-product of the phenol process; and ammonium sulfate, a
by-product of the caprolactam process, which is used as a fertilizer.

In March 1982 the Company's phenol production facility, at Frankford, Pennsylvania, was
substantially damaged by an explosion and fire. The facility is currently producing about 140 million
pounds or 20% of its former capacity and is currently being rebuilt to about 80% of its former capacity.
Construction is scheduled to be completed in late 1983.

In the home furnishings market, both continuous filament and staple nylon yarns are sold to yarn
processors and mills for the manufacture of carpeting. Major competitors include Du Pont, Monsanto,
American Enka and Badische. There is considerable price competition. Brand identity is an importam
competitive factor in the market

In the tire and industrial market, the Company's primary products are nylon and polyester tire cord
and seat belt yarns. The tire cord is sold to tire manufacturers for weaving and fabrication and the seat
belt yarn is sold to weaving mills. Sales of industrial nylon continued to be adversely affected in 1982
by weak demand from domestic automotive and tire manufacturers; however, this situation is expected
o improve during 1983. Other applications include rope and cordage and a broad range of industrial
reinforcement materials. The man competitors are Du Pont and Monsanto for tire and industrial nylon
products and Celanese for tire and industnial polyester preducts. The industiy is price and product
performance oriented.

In the apparel market, the Company sells Canrolan® nylon flat yarns for warp knit and weaving
applicatons. The industry is highly price competitive. The major nylon competitors are Du Pon’,
Badische and American Enka

Tne pincipal raw materials used 1 the fibers group are cumene, natura, gas ard sulfur, all of
which the Comparny purchases or use in the manufacture of caprolactam, and terephthalic acid and
ethylene glycol. both of which the Company purchases for use in the manufacture of polyester fibers.

Plastics. Products in this group include high-density polyethylene resins for drums, pails, bottles,
food containers, film and housewares; A-C* polyethylene products for floor polishes, rubber and plastic
additives and textile finishes; and engineering plastics consisting of: Capron* nylon engineering
plastics for automotive, electrical and appliance components; Capran* nylon-6 thermoplastic film and
polyester films used primarily for food and medical packaging; Aclar®* film, a fluorinated hydrocarbon
used for pharmaceutical packaging: polyvinyl chloride films used for packaging; and fluoropolymers
(polytetrafluoroethylene and other fluorine-containing polymers) for a variety of industrial applications.

The high-density polyethylene resins business consists of 12 domestic producers, including the
Company, and is highly competitive as to price. This product competes with wood, paper, metal, glass
and other plastics in end-use applications.

Low-molecular weight ethylene polymer and copolymer products, which include those the
Company sells under the A-C* polyethylene label, serve a specialty market which is worldwide. These



products compete with a number o'f other’ products such as calcium stearate, polypropylene. other
polyethylenes and natural waxes. Competition also exists in alternate technologies which can displace
these products on a cost performance basis. Competitors include one other major (Eastman Chemical)
and several minor domestic producers and three major foreign producers.

The Capron® nylon engineering plastics, Capran® nylon-6 thermoplastic film and Aclar® film
markets are price and product performance oriented. Major competitors include Du Pont, Monsanto.
Celanese and Reynolds Metals. Fluoropolymers are premium priced specialty resins, and the major
competitors are Du Poni and Pennwalt. The Company's fluoropolymer business includes polytet-
rafluoroethylene (Halon*), chiorotrifluoroethylene (Aclon®) and ethylene-chlorotrifluoroethylene (Halar*
E-CTFE) resins. The Company is currently the only producer of Halar* E-CTFE. In 1982 the Company
siarted up a multi-million dollar facility at the Orange, Texas plant which expanded production capacity
of Ha'ar* E-CTFE. which was approved by Underwriters' Laboratories for use as insulation and
jacketing ‘or low-voltage wire and cable for use without metal conduit in the open plenum areas above
hung ceilings in commercial buiidings.

The principal raw materials used in the plastics group are ethylene, isopropanol. acrylic acid,
fluorocarbons and nylon resins. The Company is engaged in a joint venture for the production of
ethylene, which supplies about 42% of the Company's ethylene requirements, with the balance
purchased from others. Isopropanol and acrylic acid are purchased from others. The Company
produces all of its fluorocarbon and nylon resins requirements.

Qil and Gas

The Company's wholly owned subsidiary, Union Texas Petroleum Corporation, along with its
affiliates (Union Texas). conducts the Company's oil and gas businesses. The Company's products
include crude oil, natural gasoline, condensate, natural and residue gas. liquefied natural gas (LNG),
liquefied petroleum gases (LPGs) and ethylene Produced crude oil and most natural gasoline and
condensate are sold to others for further processing. Substantially all of the natural and residue gas
produced by the Company in the United States is sold to gas transmission companies under long-term
contracts. Natura' gas produced in !ndonesia is sold as LNG primarily under long-term contracts to
Japanese utiliti2s and industrial customers. Domestically, LPGs are sold as residential, commercial,
agricultural and industriai heating fue's, as a fuel fo: motor vehicles and as petrechemical feedstocks. A
signiticant portion of such LPGs are sold through Texgas* LPG retail outlets. Sthyiene is a raw material
from which the Company makes high-density nolyethylene and polyethylene resins.

Union Texas is among the largest independent oin and gas companies and is an important
segment of the Company's total operations, although it is substantially sinaller than the major oil
comparies. The Company engages in worldwide oil and gas exploratior piograms and has various
Interests in or rights to conduct exploratory activities on undeveioped acieage !ocated in the United
States and 16 countries throughout the worid. The Company's petroleum lease acquisition, exploration,
deveiopment and pracuction activities are discussed in “item 2. Properties” of this Form 10-K Annual
Report.

The Company's oil and gas business is subject to intense competition, both with respect to the
acquisition of new reserves and new exploration leases, licenses and concessions. There is substantial
uncertainty as to the degree of success that may be achieved from exploration programs, and in recer:t
years the overall cost of finding and developing new reserves has increased substantiaily. In addition,
oil and gas operations, particularly those in harsher environments, are subject to interruption risks
related to weather, accidents and other factors beyond the Company's control and, in the case of
foreign operations, risks associated with investments in foreign countries, as discussed under “Foreign
Activities.”

Domestic oil and propane prices were decontrolied in early 1981, and since ther. those products
have been sold at free market prices. However, the full impact of oil price decontrol on oil industry
earnings was reduced by the Windfall Profit Tax Act which became effective on March 1, 1980. The tax
rate, varying from 27'2% to 70%, is applied to an increment of the full sales price per barrel over an
adjusted base price determined by a statutory formula. The tax is scheduled to expire no later than



January 1991. The Company's weightecd average domestic oil price changed from $31.64 per barrel as
of December 31, 1981 to $27 58 per barrel during 1982,

Seasonal variation exists for both wholesale and retail sales of LPGs. Approximately 70% of the
wholesale and retail sales volume occurs in the period from October through March. This variation is
due primarily to the increase in heating requirements in the cold weather months.

The Company's weighted average domestic natural gas price increased from $2.45 per thousand
cubic feet (MCF) to $2.63 per MCF during 1982.

The Company's natural gas production (including condensate therefrom) is governed largely by
contractual requirements. The Company has experienced some doraestic production curtailments in
1982 as contract customers have generally required less natura gas and are using contract provisions
to reduce prices being paid to the Company for decontrolled natural gas because of the current
oversupply situation. For 1982 curtailments and normal production declines resulted in a modest
decrease in domestic production compared with 1981. The Company's domestic gas production is
marketed at prices permitted by the Natural Gas Policy Act except where limited by contract or market
factors. Allowable prices under such Act for certain natural gas categories are expected to increase in
early 1985 when additional natural gas deregulation is scheduled to take effect.

Government regulations and taxes on foreign operations, as well as the Company's 50% interest
in a new equity partnership (1982) which resulted in a substantial increase in domestic gas reserves,
are discussed in “ltem 2. Properties” of this Form 10-K Annual Report.

Electrical and Electronic

The Company's wholly owned subsidiary, Bunker Ramo-Eltra Corporation, along with its
subsidiaries, conducts the Company's electrical and electronic businesses. Major electrical products
are Prestolite* motors, ignition systems, alternators, generators, wire and cable; C&D* batteries,
chargers and control equipment for the material handling, communications and standby battery power
markets: Mergenthaler pnotolypesetting systems: Ampheno!* connecting devices and related compo-
nents for interconnecting of electrical circuits; and electronic systems for transaction processing by
banking. brokerage and other industries.

The products manufactured by the Prestolite divisions are sold to a wide variety of markets.
Prestolite is an important supplier of electric motors to the electric vehicle industry, the major volume of
its sales being to manufacturers of electric materiai handling equipment. Prestolite has provided
electronic ignition systems lo the marire, material handling equipment, automotive and small engine
markets, as well as 10 the aftermarke! Major competitors include G.E., Deico, Champion and Essex.

The C&D Patteries aivision manufactures and sells batteries and related products to the material
handling equipment, mining, raiiroad, communications, utility and standby battery power markets. The
division is one of the largest suppliers of batteries and related equipment to the material handling
equipment industry and of standby communications batteries, including the cylindrical communications
battery. The division's products are also sold for use in standby battery power systems and the more
sophisticated uninterruptible power systems to the electric utilities industry and for certain military
projects. Major competitors include Gould, Exide, General Battery, Globe-Union, Chioride and Barrett.

C&D and Prestolite together make available a full line of electrical products for electric vehicles
and have a joint program to offer complete electrical system packages to manufacturers who are
working to develop electric delivery vehicles and electrobuses.

The Mergenthaler group is one of the largest manufacturers and distributors of typasetting systems
in the world graphic systems market, with a major position in the important phototypesetting equipment
market. In addition, Mergenthaler markets related peripheral equipment such as input keyboards and
cathode ray tube correction and editing devices. Major customers for its products are newspapers,
printers, publishers and commercial typographers.

Approximately 66% of Mergenthaler's sales are outside of the U.S. Mergenthaler's foreign
business is carried on through manufacturing subsidiaries, sales subsidiaries, affiliated companies and
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merchant dealers. Engineering is performed in the U.S., UK. and West Germany and principal
manufacturing facilities are located in the UK. and West Germany.

The Amphenol division produces a full line of electrical and electronic connectors and
interconnection devices used as components in business equipment and in consumer, instrumentation,
military and telephone applications. The division's product range includes fiber optic, microwave, UHF
and sub-miniature areas, as well as sockets, plugs, cable assemblies, adapters and coaxial switches.
Competitors include AMP, ITT Cannon, TRW Cinch, Burndy, Molex, Deutsch, Du Pont/Berg and many
others. Technological innovation is a major element of success in the connector industry and the
division is implementing programs to meet changing market conditions.

Bunker Ramo Information Systems division provides electronic transaction processing systems for
use by the banking, savings and loan, insurance and brokerage industries. The division serves nearly
6.000 banking, insurance and savings and loan offices worldwide with on-line terminal systems and

over 3,000 brokerage offices with market information systems. Competitors include IBM, Quotron and
GTE.

Bunker Ramo Electronic Systems division is engaged in research, development, design,
production and support equipment and systems for collecting, processing and analyzing electromagne-
tic and acoustic data primarily for the federal government. The division provides microwave
components and subsystems to original equipment manufacturers, as well as systems engineering,
computer programming and field engineering support for specialized computer systems for the storage,
retrieval and communication of digital information.

The markets for the Company's electrical and electronic products are highly competitive, with
numerous other companies producing essentially similar products in each area.

For the most pan, the operations of the electrical and electronic segment require materials which
are generally readily available, such as steel, gold, copper, plastics, aluminum and lead. At this time
the Company does not foresee any undue shortages or cost increases that would materially disrupt
production or place it at any significant competitive disadvantage

Health and Scientific Products

The Company's wholly owned subsidiary, Fisher Scientific Company, along with its subsidiares, is
engaged in the manufacture. distribution, sale and service of a wida range of products used in
laboratories. Such products include laboratory equipment ard furniture. analyticai and measuring
instruments and apparatus, reagent and other chemicais a\c diagnosiic kits and supplies.

Approximately one-third of Fisher Scientific's sales is represented by products of its own
manufacture. with the remainder purchased from many suppliers These products aie scld ‘o a wide
vanety of maikets which iiclude industriai laboraicries, medical laboratories, educationa’ institutions
and governmental agencies.

Sales in the U S. and Canada are made through sales-distribution-service centers. each of which
warehouses a complete line of Fisher Scientific's products. Sales in Europe, South America ang the
Far East are made primarily through distributors.

Fisher Scientific actively competes with many laboratory supply distributors. While several large
distributors also manufacture some of their products, most are dealers and jobbers only. Fisher
Scientific generally offers a wider range of laboratory products than its competitors and is a leader in
the distribution of laboratory products.

Raw materials used in the health and scientific products group are generally readily available and
include sheet steel and bar stock, castings, electronic, optical and mechanical parts and assemblies,
motors, recorders, hardware and wire, metallic salts, refined ores and other metallic compounds,
unpurified acids and bases, human and animal sera and organic chemical compounds.

Other Operations
The Other Operations segment consists of Prestolite Battery division, which manufactures a full
line of starting batteries for cars. heavy-duty trucks, farm equipment and other applications; Woodstock
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Die Casting division, which produces zinc and aluminum die castings; the Marshalltown Instruments
4

division. which manufactures pressure and temperature gauges; and the Automotive Products division

a manufacturer of automotive seat beits

\ 1982 the Company sold its Converse (production and marketing or athietic tootwear) Stanley G
Flagg (manufacturer of malleable iron and brass fittings) and Borg Textile (manufacturer of knitted
jeep-pile fabrics) divisions. In addition, the Company sold or shutdown substantially all of its European

seat belt business

Allied-General Nuclear Services

Th

e Compary's wholly owned subsidiary, Allied Chemical Nuclear Products, Inc., Is a 50% partner

Allied-General Nuclear Services (AGNS), which has built a facility at Barnwell South Carolina to
recover useable nuclear fuel materials from the spent fuel of nuclear power reactors For information
relating to the write-off of the Company's equity investment in and certain litigation reiating 1o AGNS
see Note 9 of Notes to Financial Statements in the Company's 1982 Annual Report to shareholders

orporated herein by reference

Segment Financial Data

The statement “Segment Financial Data’ at page 43 of the Company's 1982 Annua Report to
shareholders is incorporated herein by reference

Domestic and Foreign Financial Data

The statement “Geographic Areas—Financial Data” at page 44 of the Company's 1982 Annual

3 . ~ o . re N e g rent T
Report to shareholders is incorporated herein Dy reference

Foreign Activities

TF

e Company is engaged in substantial foreign oil and gas exploration and development activities

as described in “ltem 2. Properties” of this Form 10-K Annual Report

The Company's principa! foreign manufacturing operations (chemicails, electrical and eiectronic
products and autom ¢+ pelts) are in Canada. Elecrical and electronic connectors and
terconnection deviee actured in the U K., West Germany and France. Phototypesetting
systems and relate quipment are manufactured in the U.K. and West Germany. The
ompany also has ., wholly owned interests in mineral ard chemical facilities in Mexico, Spain

Puerto Rico and Braz

The Company maintains sales offices in Canada; Melbourne, Australia; Haasrode, Belgium
rd Enaland: Zurich, Switzerland. Hone Kong; Auckland, New Zealand, Mexico City, Neaico
Jalvador. El Salvador: Guatemala City, Guatemala: Sao Paulo, Brazil; Caracas, Venezuela
sre: Munich, West Germany; and various other countries, as well as warehousing and
yution facilities in various countries 1o support export sales

The Company's foreign business is subject t0 the usual risks attendant upon investments in
foreign countries, including nationalization expropriation, limitations on repatriation, restrictive action by
cal governments and changes in currency exchange rates

Raw Materials

Among the principal raw materials used by the Company are natural gas, petroleum derivatives
sulfur, phosphate rock, salt, limestone, fluorspar, bauxite, alumina-bearing clay, chrome ore, trona ore
metallic and organic chemical compounds, electronic, optical and mechanical parts and assemblies,
steel and bar stock, gold, copper, aluminum, lead and zinc. Uses, sources and availabiiity of the raw
materials are described above under the segment discussions

Patents and Trademarks

The Company owns a large number of patents and is licensed under other patents covering
certain of its products and processes. It believes that in the aggregate the rights under such patents

10
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stringent government regulations and increased public concern

{

Capital expenditures for environmental facilities were $34 million in 1982. The Company estimates
that during each of the vears 1983 and 1984 such capital expenditures will total betweer $40 million
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Oil and Gas Properties

ne Lompany is involved in a worldwide exploration program subject to the inherent risks typical of

Oil and gas expioration. In order to provide the maximum exposure to potential oil and gas reserves and
o spread the risks over a number of individual exploration projects, the Company typically participates
with other companies in unincorporated joint ventures to evaluate and, if appropriate develop specific
prospects. In these situations, the Company is responsible for its proportionate share of the costs
iInvolved and Is similarly entitied to its share of any reserves discovered. To differentiate between the
overall scope of the projects the Company is involved in and the actual interest the Company has in
each of those projects, gross (total joint venture) and/or net (the Company's interest) figures may be
shown for such items as acreage, number of wells and production




Additional information, including reserves, production. revenues and costs, for oil and gas activities
is included in Ncte 13 of Notes to Financial Statements in the 1982 Annual Report to shareholders.
Gas measurements reflect pressure bases in effect locally.

In April 1982 the Company completed the acquisition of Supron Energy Corporation and Supron’s
domestic producing properties were transferred to a partnership in which the Company has a 50%
interest. As a result of the acquisition, the Company's interests in proved developed and undeveloped
reserves. on an oil equivalent basis, increased by about 9% worldwide (based on the Company's
reserves at December 31, 1981). See the caption “Equity Partnership” included elsewhere in the
“Properties ' section in this Form 10-K Annual Rzport.

During 1982 the Company filed reports with the U.S. Energy Information Agency containing data
on US. reserves at December 31, 1981 and U S. production for the year then ended, which data
agrees with the information included in the Company's Form 10-K Annual Report for the year ended
December 31, 1981.

Since December 31, 1982 there has been no major discovery or other favorable or adverse event
that is believed to have caused a significant change in the Company's estimated proved reserves.

At December 31, 1982 total gross and net producing (developed) acres, by geographic area, were
as follows:

Producing Acres

___(in Thousands)
Area Gross Net
United States. . ... ........... , 500 272
Canada . . . T e e e A 2 1
South America. . . .......... ' 39 6
RO« 5o sty 218 il i 33 7
Asia e & RS 67 19
641 305

Proportional interest in producing
acreage of equity partnership . 212 64
1 e 853 369

At December 31!, 1982 the undeveloped acreage, inciuding leases, contractual rights and
concessions of oil and gas properties, expressecd in poth gross and net acres, by geographic area,
were as follows:

Undeveloped
Acres
(In Thousands)
Area Gross Net
United States. ... ... R S P e 3,740 2.237
Canada............couiniverrininanns 21 3
South AMerica. . ..........ooovuiineen.. 1,358 372
RS X S T 3,625 1,688
T e NPT g [y Sy L F 15,062 4,033
I st B i oo ean ea oot ekt HOTRC T 14,675 4,458
T T e KT e . LR 5,575 1,240
Middle East ..............ccvivinnnn. 3,013 461
West Indies (Jamaica). ................ 1,632 816
48,701 15,308
Proportional interest in undeveloped

acreage of equity partnership ........ 19 5




Seventeen percent of the gross undeveloped acreage within the Unitea States is located in
Montana, 14% is located in the Appalachian area of Virginia and West Virginia, 13% in Utah, 11% in
Nevada and 10% in Texas. The balance of the undeveloped acreage is located in 16 other states and
federal and state offshore waters.

South American undeveloped acreage is located principally in Brazil (56%) with the remainder in
Argentina. European undeveloped acreage is held principally in Spain (41%), the British Sector of the
North Sea (20%). Portugal (18%) and France ( 14%), with the balance in Italy and Germany. African
acreage represents Guinea (60%) and Tunisia (33%), with the balance in Angola and The Ivory Coast.
Asian acreage is located in Pakistan (22%) and four areas in Indonesia (78%). The Middle East
acreage is located in Abu Dhabi (78%) and Bahrain (22%).

The average sales price and production cost of oil and gas for 1982, 1981 and 1980 were as
follows:

1 E Asia
Average Sales Price States Canacal) Americ S o
Per barrel of oil
TR, .o i ovnnriiivsiniins $27 .58 - $7.06 $31.57 $35.23
e gt SR M 2 o 31.64 11.14 8.01 35.44 39.51
L R R 20.51 12.69 137 33.76 3467
Per Mcf(2) of gas
L e 2.63 — — 215 587
T S N DS 245 1.81 — 2.55 5.75
e 1.58 183 — 249 539
Average Production
Cost(3)
Per equivalent barrel of oil(4)
B o - i v v v olb b s 6.60(5) ~ 1.78 1.92 6.69
DR 3 15 oo N B 6.86(5) 2.56 2.92 1.98 584
B R 4.04(5) 1.74 277 1.76 6.20

(1) The Cempany's 1982 production was immaterial; since substantially all of its Canadian oil and gas
properties were sold in 1981.

(2) Mcf means thousand cubic feet.

(3) Froduction costs include expenditures for operating expense and severance and ad valorem taxes.

(4) Gas has been converted to a common equivalent barrel of oil based on relative energy content.

(5) Includes $2.79, $3.56 and $1.21 per equiva'ent barrel of oil for the Windfall Profit Tax in 1982, 1981
and 1980, respectively.

At December 31, 1982 total gross and ret productive oil and gas wells, including multiple
completions, by geographic area, were as follows:

H

Ol Wells Gas Wells

Area Gross Net Gross Net
United States. . ... .................... 5,032 741.0 939 184 7

NI o7 55 4 55cs . 7 o 1 A xR Ao B 2 L 5 3.3 — -

South America. ... .................... 340 56.7 - =

BRI Pllens v . Koo D o et e TS 51 104 - —
L RPN Yo S T, - e A 125 33.2 86 200
5,563 844 6 1,025 2047

Proportional interest in wells of equity

DREIOD: . . v+ ol5 s i o e B 317 53.0 1,230 255.0
s ) O o G S 5,870 897.6 2,255 459.7

ll

(1) The gross number of oil and gas wells with multiple completions is 420
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In 1982 the Company participated in the drilling of 253 gross domestic development wells in which
its working interest was the equivalent of 55.12 net wells. Of the net wells, 29.83 were oil wells, 21.44
were gas wells and 3.85 were dry wells. The 1982 domestic exploration program included drilling 41
gross (18.57 net) exploratory wells in addition to geological and geophysical evaluation of various
properties. Of the 18.57 net exploratory wells, 6.98 were oil wells, 2.24 were gas wells and 9.35 were
dry wells.

The following table presents selected information for 14 fieids which each produce in excess of
500 barrels of oil equivalent per day net to the Company. Together, these fields represented 45% of the
liquids and 68% of the gas produced domestically by the Company during 1982.

Major Domestic Producing Fields
Net 1982 Production

Reference on S0E (1) Liquids Gas
Field United States Map (Per Day)  (Bbis.Day)2)  (MMCF/Day)2)
Onshore:

Lake Arthur, LA* ... .. ... 1 9315 1,241 468
Wellman, TX* ............ 2 2673 2,587 5
Terryville, LA* . ........... 3 1,415 68 78
WNRBRORN TR . 0sonnnss 4 1,407 1,285 7

Burkholder (China Lake),
BT o ainn s e o o oo ' 5 1,003 — 58
Orange Grove, LA* ... ... 6 956 109 49
East Sour Lake, TX"...... 7 912 209 41
Slaughter, TX* ........... 8 750 720 2
Blanco, NM* ... ........ .. 9 688 9 39
Midland Farms, TX ....... 10 660 627 2
Levelland, TX ............ " 626 592 2

Offshore:

Eugene Island 384/385,
it P N e e 12 6,970 290 388
South Marsh Island 66, LA. 13 1597 314 7.4
High Island 154/155, TX 14 943 186 44

* Operated by the Company.
(1) Gas is converted to a common equivalent barrel of oil based on relative energy content.
(2) Bbls. means parrels; MMCF mear:s million cubic feet

Significant Activity: In the Lake Arthur Field in southern Louisiana (working interests range from
83% to 100%), the Company continued an infill drilling program and completed the installation of a gas
compression system. This system facilitates the recovery of gas that would otherwise not be
recoverable and will accelerate the production cf the remaining estimated 84 billion cubic feet (gross) of
recoverable gas in the field. Also, drilling of a deep wildcat well was commenced in Novernber 1982 to
evaluate deep sands under the Lake Arthur Field.

in 1982 the Company completed a discovery well, in the Peck Area of Lavaca County, Texas, and
four offset wells with working interests ranging from 38% to 50% The field is currently producing at a
gross rate of 6 million cubic feet of gas per day.

The Company's largest domestic oil reserve, the Wellman Field in West Texas, which currently
utilizes secondary recovery methods, is being evaluated to determine the feasibility of using carbon
dioxide tertiary recovery methods.

In the Gulf of Mexico, production facilities for Mustang Island Block 758 (25% working interest),
offshore Texas, were completed, and gas production began in September 1982. The Block is currently
producing 5 million cubic feet of gas per day. A commercial field was discovered in 1982, offshore
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Louisiana on Vermilion Biock 75 (50% working interest) which is expected to begin gas production in
early 1983. The Company is currently evaluating a discovery well drilled offshore Louisiana at South
Pelto Block 2 (25% working interest). Additional drilling is planned to determine the commercial
feasibility of this discovery.

Geological and geophysical evaluations continued in the Michigan Basin of Central Michigan and
the Appaiachian Overthrust Belt of Virginia and West Virginia as well as within the Company's
established regions of operation.

Equity Partnership: In April 1982 the Company completed the acquisition of Supron Energy
Corporation, and Supron’s domestic producing properties and some undeveloped acreage were
transferred to a partnership (Unicon Producing Company) in which the Company has a 50% interest.

At December 31, 1982 the Company's share of proved developed and undeveloped reserves of
Unicon were estimated by the Company's engineers to be 4 million barrels (3 million barrels
deveioped) of liquids and 211 billion cubic feet (157 billion cubic feet developed) of gas.

The Company's share of Unicon's production was 207,000 barrels of oil and 6 billion cubic feet of
gas for the period ended December 31, 1982. Unicon participated in the drilling of 55 gross (11 net to
the Company) deelopment wells, resulting in 5.16 oil wells, 5.57 gas wells and .27 dry wells. An active
developmental drilling program on the acquired acreage is planned to continue in 1983.

Seventy-five percent of the estimated proved developed and undeveloped reserves acquired as
part of the Supron acquisition are located in the San Juan Basin of northwestern New Mexico and
southwestern Colorado, 6% are located in the Williston Sasin of North Dakota and Montana and the
balance are located in a number of other states.

Foreign Oil & Gas Properties

Outside the U.S.. the Company has entered into a number of international petroleum agreements
in the form of concessions, participation, production sharing. and risk service contracts and holds a
number of petroleum-related rights in the form of licenses. permits and leases (any such agreement or
right is hereafter referred to as a permit). As a result of these agreements and rights, the Company has
working interests in foreign oil and gas properties covering 45,102,000 gross (13,104,000 net) acres in
19 countries. The Company’s working interests range from 3% to 100%.

The Company's international net production for 1982 was 25 million barreis of oil and 49 billion
cubic feet of gas. At year-end 1982 the Company's net proved foreign reserves were 104 million
barrels of oil and 1,420 billion cubic feet of gas.

In 1982 the Company participated in the drilling of 61 gross ir ernational jevelopment wells in
which its working interest was the equivalent of 14.84 net wells. Of the net wells, 8.28 were oil wells
and 6.56 were gas wells. The 1982 international exploration program included drilling 46 gross (14.51
net) exploratory wells in addition to geological and geophysical evaluation of various properties. Of the
14.51 net exploratory wells, 3.29 were oil wells, .85 were gas wells and 10.37 were dry wells.

United Kingdom: The Company has interests in 19 blocks in the U K. covering 119,000 net acres
with working interests ranging from 3% to 41%. Of the 19 blocks, 17 are undeveloped and two are
productive. Net production to the Company in the U.£. during 1982 was 19 million barrels of crude oil,
one billion cubic feet of gas and .8 million barrels of liquefied petroleum gases. During 1982 the
Company participated in the drilling of 9 gross (1.75 net) exploratory wells. Results of 1982 exploratory
drilling were 1 gross (.20 net) oil well, 1 gross (.25 net) gas well, 5 gross (.90 net) dry wells and, at
year-end, 2 gross (.40 net) wells were in progress. in 1982 the Company participated in the drilling of 2
gross (.40 net) development wells. one in each of the Piper and Claymore Fields, which resulted in 2
gross (.40 net) oil wells

The Company has a 20% interest in a joint venture operated by Occidental Petroleum Corporation
(OXY). The CXY venture is developing and producing the Piper and Claymore Fieids within U.K. blocks
1517 and 14/19. Remaining proved recoverable reserves of liquids as of December 31, 1982, based
upon estimates of the Company's enqgineers, are estimated to be 227 million barreis for Piper and 237
million barrels for Claymore. The Comipany’s share of these reserves is estimated to be, after a 12'%4%
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produced from the contract area. Additionally. the Combany pays Indonesia income taxes at a statutory
tax rate of 56%.

The Company owns a 26.25% working interest in a joint venture operated by Roy M. Huffington,
Inc. (Huffco). The Huffco venture explores for and produces oil, gas and condensate from a production
sharing contract area covering 1,559,000 gross (409,000 net) acres in East Kalimantan.

The remaining proved recoverable rcserves of this venture as of December 31, 1982, based upon
estimates of the Company's engineers, are 7.2 trillion cubic feet of gas and 146 million barrels of
liquids. The Company’s share of these reserves is estimated to be 1 4 trillion cubic feet of gas and 13
miliion barrels of liquids. During 1982 the Company's share of daily field production averaged 132
million cubic feet of gas and averaged 2,836 barrels of oil and condensate.

In 1982 the Huffco venture's exploratory drilling was 5 gross (1.31 net) wells, resulting in 3 gross
(.79 net) oil wells, 1 gross (.26 net) dry well, with 1 gross (.26 net) well in progress at year-end. Also in
1982 the Huffco venture participated in the drilling of 34 gross (8.91 net) development wells which
resulted in 4 gross (1.05 net) oil wells, 25 gross (6.56 net) gas wells, with 5 gross (1 .30 net) wells in
progress at year-end.

Facilities owned by Pertamina are utilized to liquefy and store gas produced from the Huffco
venture's field for shipment to Japan, using LNG tankers under long-term charter to Pertamina. The
gas, in liquefied form (LNG), is being sold to Japanese customers primarily under long-term sales
contracts arranged by Pertamina at prices which change in conjunction with Indonesian crude oil
prices.

A new sales agreement, signed by Pertamina and Japanese buyers in 1981, will result in the
doubling of the existing liquefaction facilities utilized by the Huffco venture in East Kalimantan.
Sufficient gas reserves have been proved from the Huffco venture's contract area, as well as in certain
adjacent areas operated by other contractors, to supply the expanded facilities which are currently
under construction and are scheduled for completion in late 1983. The Huffco venture is scheduled to
supply about 68% of the gas for the expanded facilities.

in addition to supplying gas to the expanded liquefaction plant, the Huffco venture will begin
supplying about 68% of the gas requirements for a fertilizer plant on Kalimantan in 1983 at prices set
by the Indonesian authorities. Such prices are expected to be substantially less than the price received
for gas delivered to tne liquefaction facilities.

The Company's second producing venture in Indonesia is operated by Asamera, Inc. (the
Company has a 30% working interest). The Asamera venture explores for and produces oil from a
production sharing contract area covering 910,000 gross (273,000 net) acres on the northern portion of
the Island of Sumatra. The Company markets its share of production at prices established under a
yearly contract to one purchaser. Remaining reserves as of December 31, 1982, based upon estimates
of the Company's engineers, are 9.7 gross (1.8 net) million barrels of oil. In 1982 the Company
participated in the drilling of 12 gross (3.60 net) exploratory wells, resulting in 1 gross (.30 net) oil well,
2 gross (.60 net) gas wells, 8 gross (2.40 net) dry wells, with 1 gross (.30 net) well in progress at
year-enc.

The Company alsc has interests in three other production sharing contracts in Indonesia totaling
8,961,000 gross (2,802,000 net) acres. The Company (working interest ranging from 25% to 50%) is
operator of two of the three contracts. During 1982 seismic studies were conducted in all three areas.
in 1982 the Company participated in the drilling of two (.6 net) dry wells.

Argentina: The Company has a 16.6% interest in a joint venture which has rights to explore and
develop approximately 119,000 gross acres in the Mendoza province of Argentina. Argentina Cities
Service Development Company is the operator. Production averaged 31,280 gross barrels of oil per
day in 1982. Under the terms of the service contract covering the exploration and development of the
acreage, the joint venture receives a fee based on oil production.

The Company has a 32.5% interest in a joint venture (OXY is the operator) which is exploring
520,000 gross acres in the Malargue Basin. Five exploratory wells wcre drilled in 1982, one of which,
the La Brea #1, encountered oil. Further drilling is underway to determine if commercial quantities of oil
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exist. Under the terms of the service contract for this permit the joint venture will receive a fee based on
oil production.

Spain: The Company has a 32.5% interest in a joint venture (the Spanish national oil company is
the operator) which is producing oil from the Dorada Field (14,085 gross, 4,578 net acres) in the
Tarragona Block “E" in the Mediterranean Sea offshore Spain. In 1982 successful development efforts
added approximately 1,640,000 gross (533,000 net) barrels of oil to the field's reserves. Daily 1982
production was 7,665 gross (2,491 net) barrels. The remaining Dorada Field reserves are expected to
be fully produced in early 1983. Under the terms of the Dorada Exploitation Agreement, the Company’s
share of production is sold by decree to a government-controlied refinery at prices which approximate
world market prices.

The Company has various interests in and is the operator for joint ventures which are exploring
three onshore and six offshore areas covering 1,455,000 gross (411,000 net) acres in Spain. Future
seismic studies are planned for selected onshore and offshore areas.

Pakistan: The Company has a 30% working interest and is the operator for a joint venture which
has an onshore permit covering 3,312,000 gross acres. In February 1982 production was initiated,
under a commercial mining license, from the Khaskeli Field, and has averaged approximately 2,228
gross (586 net) barrels of oil per day. Production is trucked to a refinery in Karachi, Pakistan and is sold
at market prices less transportation costs. One exploratory and six development wells have been drilled
in the Khaskeli Field. Development work is continuing and further exploratory work is planned to assess
the remainder of the permit.

Canada: In 1981 the Company sold all of its Canadian oil and gas interests with the exception of
three insignificant properties. In 1982 the Company acquired additional insignificant Canadian
properties as part of the Supron acquisition. Working interests in Canada range from 25% to 100%. Net
production for the year was 13,000 barrels of oil. In 1982 the Company drilled two exploratory wells
which discovered and are currently producing oil. The area is being evaluated to determine the
commercial significance of the discovery.

Other Foreign Oil and Gas Exploration Properties: In addition to the exploration activity being
conducted on foreign producing properties, the Company is pursuing an international exploration
program involving acreage acquisitions, geophysical studies and exploratory drilling as detailed below.
The Company is also participating in geophysical studies in other areas in which it holds no ownership
position, but where future acquisitions of acreage are possible.

Undeveloped Acreage
(In Thouunds'z.'
Country Gross - Comments

Abu Dhabi ......... 2,353 263 The Company acquired interests in two permits (one
onshore and one offshore) during 1981. One dry
well has been drilled on the onshore permit. Drilling
is planned on the offshore permit in 1983,

Angola............. 1,000 250 Three dry wells have been drilled on this offshore
permit.

Australia(1)......... 5575 1,240 The Company holds interests in two permits, one
onshore and one offshore (acquired in 1982). In
1982 one dry well was drilled on the offshore permit
and three were drilled on the onshore permit.

Bahrain(2).......... 660 198 The Company is evaluating data received from pre-
vious seismic and drilling activity on this offshore
permit.

(continued on following page)
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(continued from previous page)

w
(In Thousands)
Country Gross Net Comments
Brazil .............. 758 190 One dry well was drilled on this offshore block in
1982.
France(2) ......... 497 373 Seismic studies have been conducted and exploratory
drilling is planned on this offshore permit in 1983.
Guinea............. 8,962 2,241  Seismic studies have been conducted on this offshore
permit and exploratory drilling is planned in 1983.
BN . ;v asans o 0 p e 245 116  Seismic studies have been conducted on this offshore

permit and a dry well was drilled. Seismic data is
being evaluated.

The Ivory Coast . . .. 185 69 Evaluation of seismic data is in process and further
geophysical studies are planned. At year-end, an
exploratory well was in progress.

Jamaica(2) . ....... 1,632 816 Seismic studies have been conducted on the two
offshore permits. A dry well was drilled in 1982.

Portugal(2) ...... ... 635 635 Seismic studies were completed and are being evalu-
ated for this onshore permit.

Tunisietd) ... ....... 4915 1,473 Seven wells have been drilled on two of three onshore

permits with no commercial quantities of hy-
drocarbons discovered. An additional well was
being drilled at year-end. Further seismic or drilling
activity is planned on all three permits.

West Germany. .. ... 44 35 An exploratory well was being drilled at year-end on
this offshore permit.

(1) The Company operates one of the two permits.
(2) The Company is the operator.
(3) The Company operates two of the three permits.

ltem 3. Legal Proceedings

Reference is made to Note 9, Commitments and Contingencies, of Notes to Financial Statements
at page 41 of the Company's 1982 Annual Report to shareholders, incorporated herein by reference,
for further information.

The litigation referred to in said Note relating to Allied-General Nuclear Services (AGNS), in which
the Company's subsidiary, Allied Chemical Nuclear Products, Inc., is a 50% partner, is ¢ action filed
by Commonwealth Edison in July 1979. in the United States District Court for the Northern District of
lllinois against AGNS, Allied Chemical Nuclear Products, Inc. and others claiming that AGNS was
contractually obligated to supply Commonwealth Edison with quantities of fissile material equivalent to
that which would have been obtained by reprocessing and contends that its damages total in excess of
$126 million (Commonweaith Edison Co. v. Allied Chemical Nuclear Products, Inc., et al., Docket No.
79-62866). AGNS has denied liabilily under the reprocessing contract and has asserted three
counterciaims against Commonwealth Edison seeking to have the reprocessing contract declared null
and void and claiming damages in excess of $30 million.

25



Iltem 4. Submission of Matters to a Vote of Security Holders

At the Special Meeting of shareholders of the Company held on January 31, 1983, the Company's
shareholders approved a proposal to issue up to 15,260,000 shares of the Company's common stock
in connection with the Company's acquisition of The Bendix Corporation. Of the votes cast, 27,651,978
shares were voted in favor and 1,467 511 shares voted against. In addition, 896,425 shares abstained
from voting.

Executive Officers of the Registrant

The executive officers of the Registrant, listed below, are elected annually in April. There are no
family relationships among them.

Name, Age,
Date First
Elected an Officer S Business Experience B o
Edward L. Hennessy, Jr.(a), 54 Chairman of the Board and Chief Executive Officer since
1979 December 1979. President and Chief Executive Officer of the
Company May 1979 to November 1979. Executive Vice
President, Group Vice President, Systems and Equipment
Group, and Chief Financial Officer of United Technologies
Corporation (a designer, engineer and manufacturer of high-
technology products), 1977 to 1979.
William M. Agee(a).” 45 President of the Company effective January 31, 1983. Chairman
1983 and Chief Executive Officer of The Bendix Corporation (a
manufacturer of aerospace-electronics, automotive and indus-
trial products) since 1977.
Alan Belzer, 50 Group Vice President and President of Allied Fibers and Plastics
1975 Company since October 1979. Group Vice President Decem-
ber 1975 t0 September 1979.
Edgar S. Brower, 52 Group Vice President and President of Allied Electronic Compo-
1982 nents Company since February 1982. Executive Vice Presi-
dent of Eltra Corporation (a unit of the Company) September
1980 to January 1982. President of Automotive Products
Division January 1977 to September 1980.
Robert L. Cole, 53 Group Vice President and President of Allied Information
1982 Systems Company since February 1982. Vice President (1976
to January 1982), Executive Vice President, Power Group
(1981 to 1982) and President, North American Operations,
Otis Elevator Company (1976 to 1981) of United Technologies.
William D. Geitz, 59 Group Vice President and Chairman and Chief Executive Officer
1975 of Union Texas Petroleum Corporation since November 1981.

Chairman and Chief Executive Officer of Union Texas Pet-
roleum Holdings, Inc. and Union Texas Products Corporation
since December 1982. Group Vice President and President of
Union Texas Petroleum Corporation (December 1979) and its
predecessor Union Texas Petroleum Company October 1979
to October 1981. Group Vice President December 1975 to
September 1979.

* Mr. Agee has announced hie intention to resign his executive position as President of the Company
and as Chairman and Chief Executive Officer of Bendix by June 1, 1983.
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Name, Age,
Date First
Elected an Officer Business Experience

Group Vice President and President >d Chemical (

since October 1982. Executive ce President of Allied
Information Systems Company February 1982 to September

President of Allied Chemi Lompany
October 1979 january 1982 President

r~ —— p TN ’ Q7’7 ¢ by
chemicails DivISIC 19 to September

James L. Vincent, 43 Vice President and President

982 Scientific Products Company since Ja

V € il'p\'vj,;)vﬂl and Ch et \,[ erating Off ¢ 1 C i 1 LT’F‘”_ ember

Y 48 1 and \"\1"‘;,;1 Vice Pres dent 97¢ ol At\t t
Laboratories (developer
health care products

Senior ce President lanning ance since Octo

e President February 1978 to Septemt

L:v&)\b1§\v~ﬂ ( L,,‘.; 1 14 1975

James ColD . - ) Vice President T 010 snce a\ 198( Senior
ice President Research and Devel pment October 1979 to
April 1980. Group Vice President September ) Septem

ar 1979

Brian D. Forrow(a), 55 enior Vice President and General Counsel since October 1979

4(".’&\ Vice Preg dent and ;f”,w(A,” Coun yuary w”}}; to S‘;.b— tem

Edwin M. Halkyard, 48 senior Vice President—Human Resources since October 1979
1978 ice President--Corporate Relations April 1978 to September
9. Corporate Director of Employee Relations
1978
David G. Powell, 49 Senior Vice President—Public Affairs since October 1979
1979 Manager— Public Affairs of Exxon Chemical Company (Exxon

Corporation) 1976 to September 1979

H. Dorn Stewart, J 50 Senior Vice President Operations since January 1980. Senior
1980 Vice President of Petrochemical Group (1977 to December
1979) and Vice President— Refining and Marketing, Easterr

Region (1972 to 1977) of Union Qil Company of California

Daniel P. Burnham, 36 /ice President and Controller since April 1982. General Manager
1982 of Insulation Division (19 0 1982), Director of Marketing
Abrasives (1980 to 1€ Director, Strateqgic Development

(1979 to 1980) Corporate Controller (1976 to 1978) of The

Carborundum Company. Director vancial Planning of Ker

necott Corporation (1978 ¢

ce President— Hea'th Safety and Environmental Sciences
since November 1981. Vice President— Environmental Affairs
April 1978 to October 1981. General Manager— Environmen
tal Services 1970 to March 1978

Nicholas A. Cameron, ¢ ice President—Finance since February 1982. Vice President
979 and Treasurer July 1981 tu January 1982. Treasurer October
1979 to June 1981. Assistant Treasurer 1973 to September

1979




Name, Age,
Date First

Elected an Business Experience
Victor Futter, 64 Vice President and Secretary since April 1978. Associate
1978 General Counsel 1976 to March 1978.
William F. Loftus, 44 Vice Presiden. d Treasurer since February 1982. Director—
1982 Taxes April 15. 1 to January 1982 Senior Tax Counsel (1978

to April 1979), Manager— Financial Planning (1977 to 1978)
and Manager— Tax Section (1975 to 1977) of E.i. du Pont de
Nemours and Company.

Harry J. Robinson, M.D., 69 Vice President—Medical Affairs since April 1976.
1976
Pieter J. Schiller, 45 Vice President—Planning and Development since October
1975 1979. Treasurer December 1975 to September 1979.
Richard A. Swalin, 53 Vice President— Research and Development since May 1980.
1980 Vice President— Technology of Eltra Corporation 1977 to May
1980.

(a)Also a director.
Part Il

item 5. =.2m for the Registrant’'s Common Stock and Related Stockholder
atters

Market and dividend information for the Registrant's common stock is contained in the statement
“Quarterly Financial Information” at page 49 of the Company's 1982 Annual Report to shareholders,
and such information is incorporated herain by reference.

The number of record holders of the Registrant's common stock is contained in the staiement

“Selected “inancial Data" at page 53 of the Company’s 1982 Annual Report to shareholders, and such
information is incorporated herein by reference.

Item 6. Selected Financial Data
The information included under the captions “For the Year” and “At Year-End" in the statement

“Selected Financ al Data" at pages 52 and 53 of the Company's 1982 Annual Report to shareholders is
incorporated herein by reference.

item 7. Mamgomom’s Discussion and Analysis of Financial Condition and
Results of Operations

“Management's Discussion and Analysis” at pages 27 through 31 of the Company's 1982 Annual
Report to shareholders is incorporated herein by reference.

Iltem 8. Financial Statements and Supplementary Data

The Company's consolidated financial statements, together with the report thereon of Price
Waterhouse dated January 21, 1983, appearing at pages 24 through 26 and 32 through 51 of the



Company's 1982 Annual Report to shareholders, are incorporated herein by reference. With the
exception of the aforemen* sned information and the information incorporated by reference in ltems 1,
3,5, 6 and 7, the 1982 Annual Repor: to shareholders is not to be deemed filed as part of this Form
10-K Annual Report.

Item 9. Disagreements on Accounting and Financial Disclosure

Not Applicable

Part Il
item 10. Directors and Executive Officers of the Registrant

Information relating to directors of the Registrant will be contained in a definitive Proxy Statement
involving the election of directors which the Registrant will file with the Securities and Exchange
Commission pursuant to Regulation 14A not later than 120 days after December 31, 1982, and such
information is incorporated herein by reference. Certain other information relating to Executive Officers
of the Registrant appears at pages 26 through 28 of this Form 10-K Annual Report.

item 11. Management Remuneration

Information relating to managemant remuneration will be contained in the Proxy Statement
referred to above in “item 10. Directors and Executive Officers of the Registrant,” and such
information is incorporated herein by reference.

Iltem 12. Security Ownership of Certain Beneficial Owners and Management

Information relating to security ownership of certain beneficial owners and management will be
contained in the Proxy Statement referred to above in “Item 10. Directors and Executive Officers of the
Registrant,” and such information is incorporated herein by reference.

Part IV.

ltem 13. Exhibits, Financial Statement Schedules and Reports on Form 8-K
Page
(a) Certain documents filed as part of the Form 10-K:

1. The financial statements, together with the report thereon of Price Waterhouse dated
January 21, 1983, set forth at pages 24 through 26 and 32 through 51 of the Company's 1982
Annual Report to shareholders are incorporated by reference in this Form 10-K Annual Report.

2. Financial Statement Schedules

Report of Independent Accountants on Financial Statement Schedules = . . 32
V—-Property, Plant and Equipment ......... ... .. .. .. .. .. . o xi vid e e =
Vi—Accumulated Depreciation, Depletion & Amortization of Property, Plant and

e P i et R ORI S ol P s A
Vill—Valuation and Qualifying Accounts ... ... ... ... . ... .. .. .. inewy.
IX—Short-term Borrowings .. ......... ... 37
X-—Supplementary Income Statement Information .. .. . as
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REPORT OF INDEPENDENT ACCOUNTANTS ON FINANCIAL STATEMENT SCHEDULES

the Board of Directc

Our examinations of the consolidated financial statements referred to in our re
1, 1983 appearing on page 51 of the 1982 Annual Report to shareholders ¥
and financia statements are ince roporated by reference in this ‘.\""';ui L“',‘-,, rt ' Form 10-K)

udeda an examination of the Financial Statement Schedules listed in Item 13(a) (2 f this Fo
our opinion, these Financial Statement Schedules present fairly the information
therein when read in oniunction C

witt } rele 1 consolidated ancial statements

'-". M(ii]‘);\' AV‘)'.J"
Morristown, New Jersey

January 1983

DO jated January

f Allied Corporation (which

set forth



ALLIED CORPORATION AND CONSOLIDATED SUBSIDIARIES
SCHEDULE V—PROPERTY, PLANT AND EQUIPMENT

Balance Additions Sales and Initially Balance
Classification beginning 91.!..1 at cost Retirements Adjustments Consolidated end of y.:
Year Ended December 31, 1962
Land and land improvements . ... 74 9 3 o i 1
Oil and gas g ikt $ 1 $ $ $ $ $ 180
quarries ... ... .. St e e T 2 ; 689 146 23 (2) 30 840
Machinery and equipment . ... .. .. : 3,068 355 1253 ug) - 3,252
R A Ik Ll DR wrca bwnE s 549 37 (8) — 549
Office furniture and equipment. ... .. 58 10 4 (M .l 63
Transportation equipment . . ... . 91 1 8 s il 87
Construction in progress ........... | 30 @® 2 - - 261
TM e p Lty ' - " _g;—'_ggg—__ —,_3524 T ——————— 3223 3(2@ e —— §__T.:- - 7‘5‘5‘_:&_;‘
Year Ended December 31, 1981
Land and land improvements . . . . . 6 $ 4 =
Oil and gas e g L $ 119 $ $ $ 53 $ 174
quames ........................ 633 136 80 - i 689
Machinery and equipment .. .. .. . 2634 323 92 1;/ 151 3.068
] obenbanesntan e s 4n s 404 112 549
Office lure and equipment ... . 43 8 1 2 6 58
Transportation equipment ... .. . : 100 5 14 oy - 91
Construction in progress . ... . ... .. 246 58 17 R 13 1300
L L - $4.179 $609 $220 ol $26 :&3§ $4.929
Year Ended December 31, 1980
w and land m ....... $ 114 $ 9 3 4 B e $ 119
........ 14 S - 633
--------- ! 94 - 6 2634
e e ares e 16 — 1 404
...... 7 — 1 43
.......... 9 - —— 100
........... — — —— e o1 el N - 72_4_6 1

(Dollars in Millions)



(Dollars in Millions)

ALLIED CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE VI—ACCUMULATED DEPRECIATION, DEPLETION & AMORTIZATION
OF PROPERTY, PLANT AND EQUIPMENT

Oil and gas properties, mines and quarries ..

Balance charged to Balance
b:hnh: costs and Sales and at end
year  expenses(1}2) Retirements(2) Adjustments of year
Your Ended Decomber 31. 1982
$ 42 $ 5 $— $2 $ 49
278 94 14 - 358
1,446 236 62 15 1,635
204 30 9 (1 224
23 5 3 1 26
46 7 5 &5 S8
2,039 377 93 22 2,345
e WS It 29
$2,063 $382 $3 %22 = $2374
Year Ended December 31, 1981
$ 35 $ 6 $ 1 $2 $ 42
232 78 32 - 278
1,266 223 50 7 1.446
162 28 1 15 204
17 4 1 3 23
4 5 @@ 8& - 46
1,761 344 93 27 2,039
al  ESTRUT LASTIR  FEREIN. . St %

$1,795  $347 $106 $27  $2.063
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(Dollars in Millions)

ALLIED CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE VI—ACCUMULATED DEPRECIATION, DEPLETION & AMORTIZATION
OF PROPERTY, PLANT AND EQUIPMENT

Additions

Balance at charged to Balance
bvimm costs and Sales and Initially at end
Classification year expenses(1)(2) Retirements(2) Consolidated of year

Year Ended December 31, 1980

Land improvements . . ... .. ... .. .. ... D $ 30 $ g S; $— $ 35
Oil and gas properties, mines and quames Iy _ 189 4 —- 232
Machinery and equipment . : o 1,144 181 62 3 1,266

BT s s B BOR e 152 21 12 1 162
mamequmm ............. e gy 17 4 S 1 17
Transportation equipment . P e s 49 8 8 - 49
Totalmnmﬂateddepreoatm ard

amomz ....................... B T o kS e 1,581 269 94 5 1,761
Oilmdgasmopu\hs,mmsandwames 32 2 — — 34
Total accumulated depreciation, depletion and

T T e O R S ‘ : $1613 0 sem 894 $5 $1.795

Notes: (1) Estimated service lives used for computing depreciation range from 3 to 35 years.
(2) Excludes depreciation. depletion and amortization expense and sales and retirements for discontinued
businesses for 1981 and 1980.



Allowance for losses and
refunds:
Doubtful accounts(1) . ...

Returnable containers(1)

Aliowance for losses and
refunds:
Doubtful accounts(1)... ..

Returnable containers(1)

(Dollars in Millions)

ALLIED CORPORATION AND CONSOLIDATED SUBSIDIARIES
SCHEDULE Vill-VALUATION AND QUALIFYING ACCOUNTS

Additions
Charged to
Balance at costs and Charged to Initially Balance
beginning of year expenses other accounts Consolidated Deductions at end of year

Year Ended December 31, 1982

$23 $10 $ 12 - $10(4) $24
25 8 33(6)

E - 4(3) - 5(5) 8

$57 $10 $13 - $15 $65

Year Ended December 31, 1981

$16 $10 s 4 $ 7(4) $23
25 - - - - 25(6)
- - 6(3) - ~5(8) 9
$49 $10 $6 $4 $12 $57

Year Ended December 31, 1980

$17 $12 $- - $13(4) $16
- 25 _ e - 25(6)
7 - 8(3) - 7(5) 8
$24 $37 $8 - $20 - $49

Notes: (1) These amounts are deducted in the balance sheet from accounts and notes receivable
(2) Reinstatement of customer accounts previously written off.
(3) Charged to customers when containers were shipped.

(4) Bad debts written off.

(5) Containers returned or permanently retained by customers.
(6) This amount is deducted in the balance sheet from other investments and long-term receivables.



Payable to banks:
m (N ..

Foreign

ALLIED CORPORATION AND CONSOLIDATED SUBSIDIARIES
SCHEDULE IX—SHORT-TERM BORROWINGS

Balance at Weighted average Maximum outstanding Average outstanding
end of year interest rate during year during year

Year Ended December 31, 1982

$— -— $476(2) $182(3)

38 14 90% 46 41(4)
Year Ended December 31, 1981

$5 13.64% $127 $ 46(3)

48 14.99% 48 35(4)
Year Ended December 31, 1980

$— - $207 $ 47(3)

33 14.30% 41 35(4)

(Dollars in Millions)

W"'::l'
during year

12.49%(3)
14.33%(4)

14.65%(3)
15.69%(4)

15.18%(3)
14.00%(3)

Notes: (1) Includes amounts for maximum outstanding, average outstanding and the weighted average interest rate for commercial paper of: $476, $181,

and 12.49% for 1982; $127, $45, and 14.62% for 1981 and $70, $24 and 13.82% for 1980.

(2) Amounts outstanding include the financing relating to Supron Energy Corporation, which required peak funding of $282 during 1982.
(3) Based on the amounts outstanding at the end of each day.

(4) Based on the amounts outstanding at month-end.

(5) Amounts outstanding include the financing of the acquisition of Eltra Corporation hrough February 29, 1980.



(Dollars in Millions)

ALLIED CORPORATION AND CONSOLIDATED SUBSIDIARIES

SCHEDULE X —SUPPLEMENTARY INCOME STATEMENT INFORMATION

Charged to costs and expenses

Years Ended December 31 1982 1981 1980
Mainte Rl e and Dai 3 . S S7649
)epreciat and amortizah f ang 3 S eog 3
sis a similar deferrals
Axes Mhe tha ¢ AXE
Payr o 54 04
D -— Q
o = AL} ¥
oo
Windfall Profits Tax - ; ’
Yher 1 4
139
Rovalt
Advent 3 Sl




